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Preface

The first edition of Construction Management in Practice appeared in 1982.
Since then there have been significant changes in the construction
industry and its practices (outlined in chapter 1) and the new edition
reflects these changes.

Chapters 2 and 3 on strategic management have been completely
rewritten to reflect recent developments in strategic thinking and the way
in which construction firms are now thinking more strategically.

Trades unions have always been undermined in the construction
industry by the self-employment system, which has increased in the
last 20 years; this was exacerbated by the introduction of legislation to
limit the power of unions during the Thatcher era. The chapter on
industrial relations, whilst still dealing with the mechanics of collective
bargaining, focuses more on management roles and empowerment of
the work force.

As is pointed out in chapter 1, accident statistics for the construction
industry have improved but are still far too high. Chapter 5 revisits the
problem, again emphasising the current magnitude of the problem and
reviewing the more stringent legislation which has been put in place since
1980. In particular, it emphasises the changing attitudes to health and
safety and the need for the construction industry to adopt safer working
practices.

Two chapters in the first edition on manpower planning and personnel
management have been consolidated into a single chapter on managing
people. The human resource management (HRM) function is still
undervalued in most construction firms and the need to audit current and
future needs for staff is often avoided by citing the need in the industry
for firms to retain flexibility. The result is the well-known skill shortages,
which the industry perpetually suffers. Until HRM issues are included in
the strategic thinking and planning of construction firms, this problem
will continue. This leads to the second aspect of HRM dealt with in this
chapter - the need to attract and offer career development opportunities
to young people. Staff and operative levels are discussed, as is the recent
use of learning networks to create learning organisations in the con-
struction industry.

Chapters 7, 8 and 9 have been revised to reflect changes in financial
management and accounting practices since 1982.



Preface ix

Chapter 10 has been rewritten to place greater emphasis on the use of
quantitative methods rather than the techniques themselves. The quan-
titative analysis of construction operations, which is the subject of chapter
11, has changed little and simply needed updating.

The purpose of the second edition remains the same - to alert students
and young practitioners to the practical implications of managing in a
dynamic construction industry environment. The standard is that of
university degree level courses and the examinations of the professions
allied to the industry.

We have aimed to present these concepts as succinctly as possible and
demonstrate 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 end of each chapter.

Despite careful checking, some errors may remain and any criticism or
correction will be gratefully acknowledged.

RFF Hong Kong
DAL Glasgow
RN Reading

Authors’ note

When the first edition of this book was written all the writers worked at
Brunel University in West London. Since its publication the personal
circumstances of all the authors has changed. The most painful to record
is the death of Syd Urry in June 1999. This book is dedicated to him. His
life and works were a great inspiration to all of the remaining authors.

At the time of his death Syd had completed his revisions to chapter 10
and, most poignantly, had written the first paragraph of the revisions to
chapter 11. His work was completed by the other authors and we hope
that we have done justice to Syd’s memory by our attempt at the revisions
that Syd had planned.

The other authors have experienced changes since the first edition.
They moved en masse from Brunel to the University of Bath in 1987 where
they worked for three years. Bob Newcombe was then appointed Director
of Executive Development in the Department of Construction Manage-
ment and Engineering at the University of Reading in 1990. Richard
Fellows moved to take up residence in Hong Kong and Dave Langford
holds a chair in the Department of Civil Engineering at Strathclyde
University.

Despite these changes in location the authors meet regularly and are
actively engaged in sharing ideas about the business of construction.
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Construction Management in
Practice

The construction industry offers an exciting, dynamic environment in
which to work. The stream of unique projects, the on-site working
environment, and the ingenuity and innovation required to solve one-off
problems demand a creative approach to work which is seldom found
elsewhere. To which can be added the satisfaction of making tangible
changes to the micro-environment which the building or structure
occupies. Buildings are monuments to the people who built them, for
good or ilL

Since the first edition of Construction Management in Practice appeared in
1982, there have been significant changes in the construction industry and
its practices. Markets are now more global in character. There has been a
significant decline in public sector construction activity and an increase in
the importance of the private client - especially the private corporate
client. Technological change, driven by the rise in the use of information
technology, has increased site and off-site productivity and enabled pre-
project modelling of designs within the computer. Procurement patterns
have moved away from traditional design-tender-build methods towards
design and build and construction management and partnering methods.
The rise of the private finance initiative (PFI) and private public part-
nerships with build-operate-transfer contracts has forced more emphasis
on life-cycle costing of buildings and structures. The Department of
Environment, Transport and the Regions (DETR) (Egan) Report (1998)
introduced the concept of key performance indicators for the construction
industry and triggered the recent Respect for People (2000) initiative.
Managing the supply chain has become a mantra for the industry and
lean construction is currently a buzzword.

Some things have not changed. Safety on sites is still a major problem
with far too many operatives killed or maimed (see Chapter 5). Frag-
mentation and confrontation are still endemic in the industry’s culture
and are slow to change in spite of new methods of contract creating co-
operative opportunities. Too many high-profile projects still come in late
and vastly over budget. There is still an image problem for the con-
struction industry which has led to declining entrance levels at craft and
degree levels in colleges and universities. The gender balance is still
predominately male with only 12 per cent of women employed in the
industry.



2 Construction Management in Practice

These changes provide the impetus for the second edition of Con-
struction Management in Practice and also the context.

Construction management in this book means management in the
context of the construction industry, not the procurement method.
Although the characteristics of the construction industry and the nature of
managing construction are common to most countries, this book focuses
on the context of the UK construction industry.

As stated earlier, whilst much has changed in the UK construction
industry in the last two decades, much has stayed the same. This is
pointed out in an important report entitled A bridge to the future, which, in
1998, reviewed the past, present and likely future of the UK construction
industry. Whilst there are clear trends to modernise the industry, parti-
cularly in the wake of the Latham (1994) and Egan (1998) reports, the
fundamental characteristics of the industry of the early eighties, identified
in the first edition, remain but with subtle changes. Other characteristics
have also emerged in the intervening period. In the first chapter therefore,
the following topics will be discussed:

1.1 The characteristics of the construction industry
1.2 Construction management in practice

1.3 Strategic management

1.4 Managing people

1.5 Managing money

1.6 Decision-making techniques

1.1 Characteristics of the construction industry

The size of the construction industry in the UK is impressive, both in
terms of output and employment. Construction output in 1999 was £6.5
billion (7 per cent of GDP), of which 54 per cent was new work and 46 per
cent repair and maintenance. The industry employs around 1.5 million
people.

Any study of industry statistics reveals a large industry comprising
mainly small firms. Large firms of 1200+ employees undertake a mere 13
per cent of new work and repairs and maintenance. Small firms (1-7
employees) and SMEs (small-medium enterprises, 8-114) undertake a
further 61 per cent of work leaving medium sized firms (115-1199) with
the remaining 26 per cent. Types of firm include general contractors, who
undertake a range of building and civil engineering work, specialist trade
contractors, specialist management consulting firms undertaking project
management, and consultants - architects, quantity surveyors and engi-
neers. In addition, there are firms offering a combined design and build
service and some offering a ‘one-stop shop’ to clients. Peripheral services,
such as materials and component supply and plant hire, remain separate
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but are becoming more integrated into the industry’s activities as the
trend towards greater prefabrication leads to increasing off-site activities.
This fragmentation of the supply chain contributes to a complex indus-
trial structure.

Whilst the alleged unique nature of the industry is now challenged by
inter-industry benchmarking studies, the combination of characteristics
creates a management challenge which few other industries face. Some of
the more important industry characteristics which influence construction
management in practice are outlined below.

1.1.1 Size of firms

As already indicated, construction is a large industry of small firms. The
Construction Market Intelligence Division (CMI) of the DETR published
Construction Statistics Annual 2000 Edition which shows that the percen-
tage of small, medium and large firms in October 1999 was small firms (1-
7) 93.2 per cent (n154, 337), medium (8-114) 6.4 per cent (n10, 640) and
large (115-1200+) 0.35 per cent (n 584).

The trend towards mergers and takeovers prevalent in the 1980s has
not fundamentally changed the size profile of the industry - no single
firm or group of firms has a monopoly. This size profile has obvious
implications for construction management practice, which will be dis-
cussed in later chapters.

1.1.2 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 still
custom designed to a client’s requirements, and designed and built for a
price established through the competitive tendering system, which still
operates extensively in the industry. In the 1990s other methods of
delivery - design and build, construction management, partnering, etc. -
have made inroads into the domination of competitive tendering which
occurred during the 70s and 80s when public sector clients commissioned
a significant proportion of construction work. Individually, projects fre-
quently constitute a significant proportion of a firm’s workload with
serious consequences if things go wrong. Project decisions become
strategic decisions, an issue we shall discuss in the next two chapters.

1.1.3 Workforce

CMI Manpower statistics for the third quarter of 1999 show that of the
1.41 million employed in the industry, 37% were self-employed. This
percentage fluctuates between 25 per cent and 40 per cent depending on
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the level of demand on the industry. Managerial and professional staff
accounted for 16 per cent of the workforce.

Operatives are predominately young, male and self-employed,
according to CMI statistics. This is a response to fluctuating workloads
and employment legislation and has always frustrated the unionisation of
labour, a point discussed in chapter 4. Building production managers and
staff have traditionally come from a trades background but the trend is
towards staff from technician and degree courses. The professions -
architects, engineers and quantity surveyors - have, in the last 125 years,
developed a sophisticated system of registration and training, adminis-
tered by their respective institutions. A relatively recent development has
been the abandonment of mandatory fee scales.

1.1.4 Ease of entry to the industry

Whilst the professional institutions (RIBA, RICS, ICE, CIBSE, etc.) have an
effective form of registration and control over their members, there have
in the past been few constraints on setting up a building contracting
business. The Chartered Institute of Building has recently set up the
Chartered Builder Scheme but this only affects registered companies.
Previous voluntary schemes have largely failed to attract membership.

The system of interim payments during construction projects, coupled
with extensive credit concessions for materials purchasing and highly
developed plant hiring facilities, mean that small firms entering sectors of
the repair and maintenance market have minimal capital requirements.
The ease of entry into this market 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. Television expo-
sure of these so-called ‘cowboy builders” has prompted the DETR to set
up a research programme, resulting in a proposal for the registration of
small builders.

For larger projects, entry is restricted to companies of sufficient status
who have a track record of successfully completing these types of project.

1.1.5 Separation of design and production

The separation of design and production in the building industry, and the
consequent difficulties that can arise during construction projects, has
been the subject of a large number of industry reports from Emmerson
(1962) to Egan (1998). The report by Flanagan et al. (1998) points out that
‘the industry has been shaped by the needs of the public sector” and that
‘design has traditionally been separated from production by class and
training’. With the decline of public sector contracts there has been a trend
towards using other, more integrated procurement approaches such as
design and build, construction management and partnering. However,
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the dominant procurement option is still the traditional design-tender-
build process, which perpetuates the sequential separation of design from
production.

1.1.6 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 ser-
vices. 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 parti-
cular. The fact that buildings are capital items makes 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 1980s and early 1990s.

1.1.7 The Government’s role

There has been a significant shift from public funding of construction
projects to public/ private initiatives of which PFI is a prime example.

The role of adjusting interest rates was given to the Bank of England
following the 1997 Labour party General Election victory. The Bank
stimulates or stifles demand by the judicious use of interest rates. At the
time of writing there is concern about rising house prices and talk of
raising interest rates to dampen demand and control price rises.

1.1.8 Other characteristics

There are a number of other characteristics of the construction industry in
the UK which have emerged in the last twenty years. The rise of part-
nering, increasing globalisation of construction activities, joint ventures
and strategic alliances, mergers and takeovers of household names, an
attack on cost and waste in the industry using techniques such as value
management, business process re-engineering and lean construction and
the inevitable increase in the use of IT and the Internet are slowly
changing the nature of the industry.

1.2 Construction management in practice

No single book can claim to cover management in an industry as large
and complex as the construction industry. It is therefore necessary to be
selective. This book is focused on the strategic level in construction
businesses; other excellent books deal with managing projects (Walker
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1998) and managing human resources in the industry (Langford et al.
1995).

Three key areas where strategic thinking and actions can create com-
petitive advantage for construction firms are:

e strategic management (Chapters 2 and 3)
e managing people (Chapters 4, 5 and 6)
e managing money (Chapters 7, 8 and 9)

A fourth key aspect is the process by which decisions are made in these
areas. So a fourth key area is:

e Decision-making techniques (Chapters 10 and 11)

1.3 Strategic management

Chapter 2 aims to explain the role of corporate strategic management
within the construction industry. It traces the evolution of strategic
management thinking through succeeding schools of thought from the
1960s to the present day. The chapter thus presents a comprehensive
overview of strategic management theory and practice.

Chapter 3 is specifically concerned with strategic management systems
or the ways in which strategy is developed within organisations. Three
pure systems, strategic planning, strategic vision and strategic learning,
are shown to be points on a continuum of strategic decision-making.

1.4 Managing people

Construction is a labour intensive industry where the phrase, ‘people are
our greatest asset’” is often quoted. Three key aspects of managing people
in this industry are dealt with in the next three chapters.

Industrial relations legislation and trades union power have always been
undermined in the construction industry by the widespread use of labour
only subcontracting. Chapter 4 argues that the formal industrial relations
systems have had to be adapted to the unique construction environment
but still have a contribution to make in protecting workers, establishing
minimum pay levels and representing the industry at government level.

The crucial aspect of health and safety of construction people is
addressed in Chapter 5. It is argued that safety issues do not just start once
site activities commence but that designers have a duty to design for safe
production. An understanding of the health and safety regulations is seen
as a minimum requirement, which must be translated into safety policies,
attitudes and activities by senior management.
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Obtaining and developing people for construction firms is the subject of
Chapter 6. The mapping and matching of a company’s human resources
to its strategic plans is a vital role for senior management. A formal sys-
tem for inducting, developing and training people at all levels is a key
part of a company’s human relation’s strategy. The creation of a genuine
learning organisation is still an aspiration for most construction firms but
a process is presented whereby it may be achieved.

1.5 Managing money

The next three chapters deal with a topic which would come top of most
contractors strategy list - how to obtain and manage finance.

Chapter 7 deals with the financing of business units. As stated earlier
the construction industry is a large project-based industry of small firms;
this has implications for the types of business units which exist and for the
sources of capital which operate. Short-term capital requirements are
particularly important to contractors. The capital structure of the firm is
clearly a strategic decision which senior management must determine.

Monitoring and managing finance is the subject of Chapter 8. Often
survival is the motivation for the close monitoring of costs and revenues
seen in the construction industry. Clients, consultants and contractors
have a joint interest in ensuring that project costs are monitored and
controlled and this is dealt with in some depth. A more strategic issue is
investment appraisal for projects and a number of techniques is reviewed.

Chapter 9 is concerned with financial performance. In particular,
decisions about bidding and risk are key strategic decisions in an industry
in which the majority of projects are still let in competition for both
professional and contracting firms. Financial reporting is a legal
requirement for companies and the understanding and interpreting of
financial reports and accounts is discussed.

1.6 Decision-making techniques

The previous chapters lead naturally into a review of decision-making
techniques in Chapters 10 and 11. The emphasis is on quantitative aids to
decision-making which require only elementary mathematics; numerical
examples show how these techniques can be applied to problems of
optimisation. In particular, they are concerned with achieving economies
of time and cost under conditions of limited resources. These chapters
give quantitative support to the chapters on strategic management and,
particularly, to the chapters on financial management.

Such is the scope of the book. Each chapter starts with an overview of
the content of the chapter and concludes with a summary of the main
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ideas together with relevant questions for consideration and suggestions
for further reading.
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2.1

Introduction to Strategic
Management

Concepts and definitions

Ansoff (1984), one of the foremost writers and consultants on strategic
management, defines strategic management as follows:

Strategic management is a systematic approach to a major and
increasingly important responsibility of general management: to posi-
tion and relate the firm to its environment in a way which will ensure its
continued success and make it secure from surprises.

As we will see shortly, this definition is too limited in its premises. A
‘systematic approach” may well not be used. The ‘responsibility of general
management’ may now be shared with other employees and stakeholders
in the business, and making an organization ‘secure from surprises’ is
now seen as idealistic.

The definition by Bowman and Asch (1987) is:

Strategic management is the process of making and implementing
strategic decisions ... it is about the process of strategic change.

Again this definition is too narrow in focusing solely on the process of
making and implementing strategic decisions although it does introduce
the important principle that it is a process which brings about strategic
change.

Even Johnson and Scholes” (1999) definition has a strong “planning
flavour’ about it:

Strategic Management includes strategic analysis, in which the strate-
gist seeks to understand the strategic position of the organization,
strategic choice which is to do with the formulation of possible courses
of action, their evaluation and the choice between them, and strategy
implementation, which is concerned with both planning how the
strategy can be put into effect, and managing the changes required.

All these definitions assume that a logical and systematic planning
approach is to be adopted, whereas as we shall see in Chapter 3, there are
alternative ways of undertaking strategic management.
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The definition that will be adopted for this chapter is:

Strategic management is a system for producing strategies within an
organizational infrastructure responding to an environmental context.

Strategic management is sometimes referred to as corporate strategy,
business policy, strategic planning, etc., which all deal with the same
general area of study.

Having defined strategic management let us turn to the other key term
- strategy. In a provocative exposition, Henry Mintzberg (1994) points out
that ‘the word strategy has long been used implicitly in different ways
even if it has traditionally been defined in only one’. He then presents five
definitions of strategy - as plan, pattern, position, perspective and ploy.

Strategy is a plan when it is perceived as some sort of consciously
intended course of action. By this definition, strategies have two essential
characteristics: they are made in advance of the actions to which they
apply and they are developed consciously and purposefully. The idea of
strategy as a plan was the original approach to strategic management and
still dominates the literature on the subject as we shall see in Chapter 3.

The definition of strategy as a pattern - specifically, a pattern in a stream
of actions - implies consistency in behaviour whether or not intended.
Under this definition the strategy of an organization can be read by
observing the strategy that emerges from its past and present actions.
Whereas planning represents a deliberate, intended strategy, a pattern of
actions imply an emergent strategy.

A third definition is that strategy is a position - specifically a means of
identifying where an organization locates itself in its ‘environment’,
which for a business firm means its market. Strategy becomes a niche in
the market or environment where the firm concentrates its efforts. For
example, a residential, speculative housing developer may choose to
focus within the housing market on superior individual executive houses
or mass-produced, lower-priced properties.

The fourth definition, that strategy is perspective, implies that strategy is
a perspective shared by members of an organization, through their
intentions or by their actions. The term currently used to describe this
approach is culture or the shared values of the members of the organi-
zation. There are overtones of an ideology or vision to which all members
of the organization subscribe.

The final definition of strategy as a ploy has political implications and is
seen as a specific manoeuvre intended to outwit an opponent or com-
petitor. There is an element of bluff about this approach as the real
strategy may be the threat of a course of action rather than the action itself.
For example, a property developer may bid for a site it does not intend to
buy in order to push up the price for a competitor to the level where its
development will be uneconomic.
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2.2 The evolution of strategic management

In the three decades since strategic management emerged as a distinct
discipline, it has evolved through a number of schools of thought. These
schools of thought in roughly chronological order are as follows:

the strategic planning school

the strategy - structure school
the power - culture school

the competitive advantage school
the incrementalists school

the synthesis school

We shall summarize the main approaches and ideas of each school at this
point but references to original sources of these ideas will be given to
enable a fuller exploration.

2.2.1 The strategic planning school

Igor Ansoff is often credited as the founder of this school and indeed the
doyen of strategic management. His book, Corporate Strategy, originally
published in 1965, was the first to offer a comprehensive theoretical
framework for strategic planning. It was novel in introducing a number of
key concepts:

1.

2.

Three classes of decisions were identified - strategic, administrative and
operational - each with their own focus and scope.

A comprehensive model of the strategic planning process is presented
in the book in the form of a series of flow charts. A specific sequence of
steps is recommended starting with the recognition of a “gap” between
the desired future performance of the organization and the perfor-
mance that will be achieved following its present strategies, the setting
of objectives and targets, the controlled and conscious formulation of
strategies to meet the objectives and the mobilization and control of
organizational resources to implement the strategies. The compre-
hensiveness of Ansoff's model can be judged by the fact that his
summary flow chart contains 57 boxes!

. Ansoff was one of the first writers to identify generic strategies, in this

case market penetration, i.e. gaining a larger market share, expansion
strategies into new products or markets and diversification into new
markets and new products simultaneously, which became known as
conglomeration strategy.

The concept of synergy was introduced in this context for the first time.
Ansoff originally defined synergy as the 2 + 2 = 5 effect or the whole is
greater than the sum of the parts. Synergy can be achieved in mar-



12

Construction Management in Practice

keting, operations, distribution, management, etc. This concept is
particularly important when companies are considering a merger or
acquisition where the joint effects of synergy may achieve economies of
scale and operation.

A number of other researchers and writers including Andrews (1987),
Argenti (1980), Hussey (1975), and Steiner (1969) refined and developed
Ansoff’s ideas.

In summary, the planning literature presents a highly formalized
procedure, decomposed into an elaborated sequence of steps supported
by techniques and checklists, and executed in a mechanical, almost
military, fashion.

The basic premises are that the formulation and implementation of
strategy can be clearly separated, that it is the role of the chief executive to
formulate strategy and control its implementation and that generic
strategies will emerge fully developed from the process.

Mintzberg (1994), in a book entitled The Rise and Fall of Strategic Plan-
ning, identifies four fundamental fallacies on which the strategic planning
approach is based:

1. The fallacy of formalization: the assumption that a formal system of
analysis, however detailed, can produce strategies whose main char-
acteristic is that they require synthesis rather than analysis.

2. The fallacy of detachment: the view that formalization of strategy can be
separated from implementation, or strategy from tactics, or thinking
detached from action. Mintzberg’s (1973) research on the nature of
managerial work revealed that the separation of planning and action is
a myth.

3. The fallacy of quantification: the belief that strategy is driven by hard
data. Mintzberg’s (1973) research and other research by Peters (1987),
Stewart (1967), Kotter (1982) and Kanter (1983), has revealed that
managers at all levels rely significantly on soft data, offering them
instant feedback, in order to do their jobs.

4. The fallacy of predetermination: the assumption that the future will be
stable or an extrapolation of the past and is therefore predictable. This
belief allows strategists the luxury of formulating and implementing
long-term strategies.

Mintzberg points out that these four assumptions were built on very little
research evidence; in fact, such research as there is tends to show these
assumptions to be total fallacies.

The rise in popularity of strategic planning in the late 60s and early 70s
was halted by its failure to predict the 1973 oil crisis. The fallacy of pre-
determination was clearly and cruelly exposed and the blithe assurance
and credibility of the strategic planners has not been the same since.
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2.2.2 The strategy-structure school

The strategy-structure school, developed in parallel with the strategic
planning school, hypothesized that if business strategy is the process of
formulating and implementing a strategic plan and strategic management
is the dynamic element which steers and motivates business action, then
the organization structure of the firm is the framework within which both
strategy and strategic management occur. Business strategy and strategic
management are both meaningless outside the context of a business
organization; it follows, therefore, that strategy and structure must be
interrelated. This link between strategy and structure, well-known by
astute businessmen, was verified by an extensive research programme
conducted under the auspices of Harvard University (Channon 1973) and
Manchester Business School (Channon 1978). The impetus for this pro-
gramme came from an earlier theory which was derived by Chandler
(1962) from his study of the growth of four American corporations -
DuPont, General Motors, Standard Oil Company, and Sears Roebuck. The
essence of his theory was that ‘structure follows strategy’ or ‘that a
company’s strategy in time determines its structure’. The positive rela-
tionship found to exist between strategy and structure was then empiri-
cally tested and refined by Chandler using data from the 70 largest US
corporations in nine industries. His key finding was that if an organiza-
tion’s structure did not match its strategy then financial performance
declined.

The study by Channon (1978) of the strategic, structural, and financial
histories of the largest 100 service industry companies for the period
1950-1974 is particularly relevant as it includes seven construction and
property corporations - Richard Costain, Taylor Woodrow, John Laing,
George Wimpey, Trafalgar House Investments, Wood Hall Trust, and
London and Northern Securities. Strategqy was defined as the extent of
diversification and international activity together with the acquisition
policy adopted. Structure was classified in terms of the formal organiza-
tion structure (i.e. functional, holding company, multi-divisional, critical
function) and the corporate leadership mode (i.e. entrepreneurial, family
and professional management). Financial performance was measured using
conventional accounting ratios for growth and profitability.

The findings of the research confirmed Chandler’s thesis that struc-
ture follows strategy, for as the companies diversified from offering a
single product or service to offering a range of related or unrelated ser-
vices or products so the pressure for organizational change proved irre-
sistible if efficiency was to be maintained, with functional forms giving
way to the more appropriate holding company and multi-divisional
structures.

This strategy-structure school has been criticized for the limited defi-
nition and scope of the variables considered. Strategy is defined solely in
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terms of expansion and diversification, structure solely in terms of the
formal organization structure and performance solely in financial terms.

Peters and Waterman (1982) attempted to expand the strategy-structure
perspective with their 7-S framework. The five Ss added to strategy and
structure are systems, style, staff, skills, and shared values, see Figure 2.1.

Strategy Systems

Fig. 2.1 The 7-S model. (Reproduced with permission of McKinsey and Company.)
The seven Ss are defined as:

e Strategy: plan or course of action leading to the allocation of a firm’s
scarce resources, over time, to reach identified goals.

e Structure: characterization of the organization chart (i.e. functional,
decentralized, etc.)

e Systems: proceduralized reports and routinized processes such as
meeting formats.

e Staff. "demographic’ description of important personnel categories
within the firm (i.e. engineers, entrepreneurs, MBAs, etc.) ‘Staff” is not
meant in line-staff terms.

e Style: characterization of how key managers behave in achieving the
organization’s goals; also the cultural style of the organization.
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e Skills: distinctive capabilities, key personnel or the firm as a whole.
e Shared values: the significant meanings or guiding concepts that an
organization imbues in its members.

The first three components are seen as the hard assets of the organization
with the next three being seen as the complementary soft assets; both are
mediated through the shared values of the people involved in the orga-
nization. In Peters and Waterman’s view, strategic management equals all
seven Ss!

The 7-S framework provides a bridge between the strategy-structure
school and the power-culture school.

2.2.3 The power-culture school

The view of the organization as a coalition of powerful individuals and
interest groups stems from the pioneering research of Cyert and March
(1963). Their view of the organization as a “shifting multi-goal coalition’
was novel at the time it was proposed but subsequent research by
Mintzberg (1983), Johnson and Scholes (1999) and others (Bacharach and
Lawler 1980, Bass 1990, Cohen and Bradford 1990, Greiner and Schein
1988) has confirmed that the power bases of the main actors and indeed
the actors themselves ‘shift’ over time and that organizations operate with
a system of multiple and often conflicting objectives. The way in which
the potential conflicts are handled through a system of sequential atten-
tion to conflicting objectives and the use of ‘side payments’ to ‘buy off’
opposition gives a very strong political flavour to the strategy-making
process. Strategy thus evolves through a bargaining process between the
key actors or interest groups and dramatic changes in strategy may
emerge as the power of the participants rises and wanes over time.

The use of power in the political sense is well defined by Mintzberg
(1989):

What do we mean by politics in organizations? An organization may be
described as functioning on the basis of a number of systems of influ-
ence: authority, ideology, expertise, politics. The first three can be considered
legitimate in some sense. Authority is based on legally sanctioned
power, ideology on widely accepted beliefs, expertise on power that is
officially certified. The system of politics in contrast, reflects power that
is technically illegitimate (or probably more accurately, alegitimate), in
the means it uses and sometimes also in the ends it promotes. In other
words, political power in the organization (unlike government) is not
formally authorized, widely accepted or officially certified. The result is
that the political activity is usually divisive and conflictive, pitting
individuals or groups against the more legitimate systems of influence
and, when those systems are weak, against each other.
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Does this sound familiar? It is in this political arena that strategy as ploy
comes into its own.

Culture in organizations

Traditionally strategy has been viewed as the response of an organization
to its external environment. Recent research, however, has revealed that
faced with a similar environment, organizations respond differently;
these differences are accounted for by the influence of the organization’s
internal culture on strategic decision-making.

Organizational culture is the deeper level of basic assumptions and
beliefs that are shared by members of an organization which operate
unconsciously and define in a basic ‘taken for granted” fashion an orga-
nization’s view of itself and its environment. This set of basic assumptions
and beliefs can stem from a number of sources such as functional, e.g.
marketing or finance; professional, e.g. architect or engineer; national, e.g.
British or Japanese; industrial, such as construction or aerospace; and
organizational, represented by the shared values of the members of the
organization.

Two of these cultural frames of reference have a particularly strong
influence on strategy:

e the industry frame of reference, which is termed an industry recipe
e the organizational frame of reference, which is termed the organiza-
tional ideology or paradigm

The industry recipe is particularly strong in the construction industry, the
flavour of which is captured in the perceived view of the traditional
design-tender-build method of procurement, in which design is separated
from construction and the system characterized by fragmentation, friction
and mistrust. Newer forms of procurement, such as construction man-
agement and partnering, are being used as vehicles to change the industry
recipe, albeit slowly.

This industry recipe contaminates the internal culture of organizations
involved in construction activities, from clients to contractors to profes-
sional practices.

The organizational ideology or paradigm of construction firms tends to
mirror the industry recipe and is coupled with lack of security and low
levels of loyalty engendered by the temporary nature of projects and
employment. Again, some organizations are trying to break this mould by
operating more democratic and participative organizations which
encourage loyalty and commitment.

The extent to which strategy is ‘top down’, made by the chief executive,
or ‘bottom up’, evolving anywhere in the organization, is to a large extent
influenced by the culture of the organization.
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As far as strategy is concerned, culture acts as a screen, screening out
strategies which are not compatible with the organizational paradigm or
frame of reference of the managers. It can also be a device for distributing
strategic decision-making throughout the organization.

2.2.4 The competitive advantage school

Michael Porter (1980, 1985) has put the classical economic theories of
market forces into a framework for analysing the nature of competitive
advantage in a market and the position and power of a company in that
market.

Defining the market

The first step in analysing industry structure is to define the market (or, as
Porter calls it, the industry). A market is an interaction between a
grouping of customers who have similar requirements for particular
goods or services on the one hand, and a strategic group of competitors
competing to meet these requirements on the other hand. The boundary
around the market is defined in terms of similarities in what is demanded
and in terms of the closeness of the competition.

For example, when analysing the construction industry, managers
would be ill-advised to regard construction as one market. This is because
the ‘construction” market contains some very different groupings of
customers and competitors. It would be more accurate to talk about a
market for private houses because there we can find a reasonably clear
group of customers - families who share a similar need for a home - and a
relatively constant strategic group of large house builders who account
for most of the houses built. It might even be necessary to break this
market down further, for example, into a small-house market for first-
time buyers, a market for medium-sized homes and a market for luxury
homes. In addition, there is a quite separate market for large structures:
roads, office blocks and hospitals, for example. Here again we find cus-
tomers looking for much the same thing: organizations with the ability to
manage large and complex construction programmes which take long
periods of time to complete. We also find that there is a relatively constant
group of about twenty or so companies in the UK that compete to fulfil
this need. Then there is a market for small structures and repair work. In
this market customers are not looking for a management service but for
those who can do the work directly. The competitor group is a shifting
population of small companies. Each of these markets is very different
from the other and therefore different strategies may be appropriate in
those different markets. There are no hard and fast rules about drawing
the boundaries around a market, but how that boundary is drawn will
have a major effect on the analysis.
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Analysing the structure of the market

Having defined the market, the next step in the analysis is to identify the
structure of that market. We do this by analysing the five competitive
forces that shape the prices firms can charge, the costs they have to bear,
and the investment they must undertake to compete. In other words, the
competitive forces determine the relative market power of competitors,
the kind of competition they can engage in, the factors that give some of
them a competitive advantage, and the relative attractiveness of that
market compared to others. These competitive forces are shown in Figure
22.

Potential entrants

Threat of
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Fig. 2.2 Competitive forces. After Porter (1980).

1. The threat of new entrants. New entrants would obviously add pro-
duction capacity and seek to fill that capacity by eating into the market
share of existing firms. This would lead to lower prices and hence
lower profits. Those already in the market will therefore seek to use or
build barriers against the entry of others and if they succeed in this
they will be able to hold prices above the minimum level necessary to
keep firms in the business. Entry barriers make excess profit possible
and so make the market more attractive to firms. One of the most
common entry barriers is the need to invest large sums in the pro-
duction facilities necessary to produce the product, for example, in the
automobile industry. This is not true of the construction markets, but in
some of them we still find entry barriers. For example, in the market for
large structures it is rare to see new entrants because it takes time to
acquire skills of managing large construction projects. On the other
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hand, in the market for small domestic extensions and repairs, the
skills are easier to acquire and we therefore find firms coming and
going. Where the entry barriers are low, the threat of new entrants will
force firms to compete on cost or try to build a market niche and focus
their strategies on that niche.

. The threat of substitute goods for services. Another threat that will force
competitors to keep their prices low will be that of some substitute for
their product or service. While in the construction industry the threat
of substitute products is limited, for example, a bridge cannot be
substituted for a school, the threat of substitute services has become
more acute with the introduction of a wider variety of procurement
approaches. Clients can select design and build or construction man-
agement as an alternative to the traditional method of procurement,
therefore these represent substitute services.

. The bargaining power of buyers. Customers or clients have bargaining
power if there are few of them or if they are buying a product or service
which will facilitate what they themselves are producing and what
they buy represents a high proportion of their costs or critical elements
of their quality. The importance of what they are buying will make
them more demanding customers. A buyer is also powerful when
purchasing a significant proportion of firm’s output. The existence of a
group of powerful buyers means that a firm has to keep its prices low.
All these conditions pertain to the construction industry. Clients are
relatively few in number and are buying a product, e.g. a building,
which represents a large investment, the quality of which is critical to
the client’s production. Individual projects form a significant part of a
construction firm’s output. Where clients form a long-term relation-
ship with particular construction firms, they are often able to exercise a
control over the strategy and pricing of that firm.

. The bargaining power of suppliers. Suppliers are powerful in relation to a
particular firm when they are few in number, if they are supplying a
product or service which is crucial in cost or quality terms to the
business of the particular buyer, or if they are not supplying a major
part of their own output to that particular customer. Powerful sup-
pliers will mean that a firm’s costs will be higher than they otherwise
would have been, making profits lower and the market less attractive.
The bargaining power of suppliers and subcontractors or specialists
trades contractors in the construction industry is typically low because
there are many alternative firms prepared to provide the products or
services. The exception is where a supplier or subcontractor is nomi-
nated by the client to provide a particular product or service or where
the unique nature of the product or service makes substitution
impossible.

. The rivalry among existing competitors. If rivalry is intense, marketing
costs are higher or prices lower than they would otherwise have been.
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Once again the market is less attractive. Traditionally the construction
industry has been recognized as an industry where competition is
fierce because of competitive tendering.

Once the competitive forces have been identified, a judgement has to be
made on which are the relatively most important because they could be
working in different directions. Thus, a firm may have weak buyers but
powerful suppliers, or there may be little in the way of entry threats but
rivalry among those already in the market may be intense. Analysing the
forces and making judgements on their relative importance should lead
managers to see how they can deal with and influence the forces.

Identifying competitive advantage

The analysis indicates the source of competitive advantage. For
example, the private housing market in the South-East of England has
weak buyers because there are many families purchasing homes and
there is very little threat from substitutes - people mostly live in houses
rather than tents or caravans. It is the suppliers of land to build the
houses who are in a powerful position because land is so scarce in the
South-East. Once a house-building company has built up a land bank,
that company is in a powerful position because its land bank represents
an entry barrier to others. The source of competitive advantage lies
primarily in the ability to acquire land. In a less densely populated
area, however, the ability to acquire land will not be the source of com-
petitive advantage, instead it may be the ability to arrange finance for
buyers or the ability to build houses at low cost. When we analyse the
structure of a market, we are identifying the position a firm should
occupy and the posture it should adopt to generate acceptable perfor-
mance. The purpose of identifying a market structure, and the sources
of competitive advantages it creates, is to draw conclusions about the
strategy that will match or fit the environment. When managers select
strategies that are adapted to the environment in this way, then, accord-
ing to the technically rational, analytical approach, they will be success-
ful. Porter expresses this relationship between the form of competitive
advantage and the matching strategy in a matrix of generic strategies.
Porter identifies two types of competitive advantage: firms compete either
on the basis of lower cost than their rivals, or on the basis of differentia-
tion, where they provide some unique and superior value to the buyer,
allowing them to charge higher prices. Firms can use these competitive
advantages in either a broad or a narrow way - their competitive scope.
Advantage and scope together create four kinds of strategy: cost leader-
ship, differentiation, cost focus, or differentiation focus, which we will dis-
cuss in more detail in Chapter 3.

Kenichi Ohmae (1982), in his book The Mind of the Strategist, agrees with
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Porter that the secret of strategic success is competitive advantage but
from a Japanese perspective identifies three possible responses:

e customer-based strategies
e corporate-based strategies
e competitor-based strategies

Two more recent contributors to the competitive advantage school are
Gary Hamel and CK Prahalad (1994) with their best-selling book Com-
peting for the Future. They introduce concepts such as:

competing for industry foresight
strategic intent

strategic architecture

strategy as stretch

strategy as leverage

competing to shape the future
core competences

They argue that traditional strategists try to position their organizations
as cleverly as possible in existing markets whereas companies should try
to reinvent their whole industry: competing for industry foresight by fol-
lowing a vision, what Hamel and Prahalad (1994) call strategic intent.
Strategic intent is defined as having ambitions that are out of all pro-
portion to the organization’s resources and capabilities. This is the
antithesis of traditional SWOT analysis which seeks to match organiza-
tional capabilities to market opportunities.

In competing to shape the future companies will need to adopt strategic
architecture: a sense of what benefits they want to deliver to their custo-
mers and what delivery mechanisms they will use to deliver those ben-
efits. Three concepts are crucial to strategic architecture.

The first is to view strategy as stretch rather than fit, as in traditional
strategic planning. Stretch is achieved by proposing a very ambitious
vision for the future of the organization (strategic intent) without telling
people how to get there. In other words, stretching employees without
stressing them unreasonably.

The second is leveraging resources, which means that a ‘David” can
compete with a ‘Goliath” by outmanoeuvring a competitor with superior
resources. This is achieved by “getting to the future first” so that physical
resources become less and less important as a source of competitive
advantage. This means strategically out-thinking opponents.

The third key concept is core competences: viewing organizations as a
collection of skills rather than as a collection of products/services and
business units. It involves identifying what you are good at, venturing
only into areas where your core skills can be applied to create new
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products and services, and buying only companies that can add sub-
stantially to the organization’s portfolio of skills.

To quote Hamel and Prahalad:

The need to think differently about strategy cannot be divorced from
the need to think differently about organizations. Mobilizing employ-
ees at all levels around a strategic intent, leveraging resources across
organizational boundaries, finding and exploiting ‘white space’
opportunities, redeploying core competences, consistently amazing
customers, exploring new competitive space through expeditionary
marketing, and building up banner brands all require new ways of
thinking about the organization. Just as the current language and
practice of strategy is not up to the challenge of competition for the
future, neither is the current language and practice of organizational
change.

This further reinforces the link between strategy and structure outlined
earlier.

2.2.5 The incrementalists school

Quinn’s (1980) research into the decision-making process of a number of
companies revealed that most strategic decisions are made outside the
formal planning system. Effective managers accept the high level of
uncertainty and ambiguity they have to face and do not plan everything.
They preserve the flexibility of the organization to deal with the unfore-
seen as it happens. The key points that Quinn made about the strategic
decision-making mode are as follows:

1.

Effective managers do not manage strategically in a piecemeal manner.
They have a clear view of what they are trying to achieve, where they
are trying to take the business. The destination is thus intended.

. But the route to that destination, the strategy itself, is not intended

from the start in any comprehensive way. Effective managers know
that the environment in which they have to operate is uncertain and
ambiguous, they therefore retain flexibility by holding the method of
reaching the goal open.

. The strategy itself then emerges from the interaction between different

groupings of people in the organization, different groupings with
different amounts of power, different requirements for and access to
information, different time-spans and parochial interests. These dif-
ferent pressures are orchestrated by senior managers. The top is always
reassessing, integrating and organizing.

. The strategy emerges or evolves in small incremental, opportunistic

steps. But such evolution is not piecemeal or haphazard because of
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the agreed purpose and the role of top management in reassessing
what is happening. It is this that provides the logic in the incre-
mental action.

5. The result is an organization that is feeling its way to a known goal,
opportunistically learning as it goes.

In Quinn’s model of the strategy process, the organization is driven by
central intention with respect to the goal, but there is no prior intention as
to how that goal is to be achieved; the route to the goal is discovered
through a logical process of taking one small step at a time. In logical
incrementalism, overall strategy emerges from step-by-step, trial and error
actions occurring in a number of different places in the organization. For
example, some may be making an acquisition while others are restruc-
turing the reporting structure. These separate initiatives are promoted by
champions, each attacking a class of strategic issues. The top executives
manage the process, orchestrating and sustaining some logic in it. It is this
that makes it a purposeful, proactive technique. Urgent, interim, piece-
meal decisions shape the organization’s future, but they do so in an
orderly, logical way.

Since in this model it is assumed to be possible to decide in advance
where the organization is going, it too, like the strategic planning
approach, can apply only in predictable conditions or conditions of
contained change. The degree of order and logic it describes is not pos-
sible in truly open-ended situations.

To cope with truly open-ended situations, Lindblom (1959) also
describes the process of strategic decision-making as incremental but to
him it is a form of ‘muddling through’. His observations are derived
from decision-making in public sector organizations but they have
implications for private sector organizations too. Because in complex
situations it is not possible to identify all the objectives of different
groups of people affected by an issue, policies are chosen directly.
Instead of working from a statement of desired ends to the means
required to achieve it (Quinn’s approach) managers chose the ends and
the means simultaneously.

This means that we cannot judge a policy according to how well it
achieves a given end, instead we judge a policy according to whether it is
itself desirable or not. A good policy is thus simply one that gets wide-
spread support. It is then carried out in incremental stages, preserving
flexibility to change it as conditions change. In this approach, dramati-
cally new policies are not considered. New policies have to be close to
existing ones and limited comparisons are made. This makes it unne-
cessary to undertake fundamental inquiries. The procedure also involves
ignoring important possible consequences of policies, but serious lasting
mistakes can be avoided because the changes are being made in small
steps.
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2.2.6 The synthesis school

The current view of strategic management is a synthesis or integration of
the respective schools of thought into a holistic view of strategic man-
agement. Two approaches to synthesis within strategic management are
the study of patterns of strategic change over time and the identification of
different strateqy development routes.

Patterns of strategic change

Henry Mintzberg’s historical studies of organizations over many decades
show that global or transformational change did take place. However, it
was infrequent. More typically, organizations changed incrementally,
during which times strategies formed gradually; there were periods of
continuity, in which established strategy remained unchanged and also
periods of flux, in which strategies did change but in no very clear
direction. Figure 2.3 illustrates these patterns.
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Fig. 2.3 Patterns of strategic change. After Johnson and Scholes (1993).

During the time-slice shown in the model the first phase is one of
consolidation which is characterized by continuity in an established
strategy; incremental changes in strategy may then occur as described by
Quinn but within an overall direction set by top management; a lack of
clear direction, perhaps brought about by a change of corporate leadership
or an open-ended change situation may lead to a period of flux where
strategies change but in no very clear direction - what Lindblom describes
as ‘muddling through’. Depending on the length of this period of flux and
the rate of change in the environment the organization may drift drastically
out of alignment with its environment, necessitating global or transfor-
mational changes in strategy to bring it back into line with its environment.

Strategy development routes

Figure 2.4 summarizes the various ways in which strategy may be realized.
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Fig. 2.4 Strategy development routes. After Johnson and Scholes (1993).

Route 1 is the strategic planning route where a planned, intended
strategy is realized through planned implementation. Research suggests
that less than 10 per cent of realized strategies are achieved through this
route.

Route 2, the unrealized strategy, is the fate of planned, intended strategies
which are found to be inappropriate or unachievable. If the research cited
above is true, then 90 per cent of planned, intended strategies will follow
this route.

Route 3 is the emergent strateqy which will emerge from what Mintzberg
defines as a pattern of decisions and actions taken in an incremental way
by people in the organization; this could be logical incremetalism if it
evolves within an intended strategic trajectory or simply flux or
muddling through if there is no over-arching goal.

Route 4 suggests that the emergent strategy may become the planned
intended strategy of the organization over a period of time, as discussed
earlier.

Route 5, the opportunistic strategy, may be based on pure serendipity or, as
Edward de Bono (1988) suggests, in one of his best books entitled
Opportunities, may be harvested systematically by an organization through
a programme of Opportunity Search which is described in the book.

Route 6 allows for the fact that strategy may be imposed on an organi-
zation, perhaps by a parent organization or a government/client orga-
nization upon whom the business depends for survival.

This model describes the range of routes through which organizations
may achieve their realized strateqy - the strategy which is ultimately
adopted.

Summary

We have traced the evolution of strategic management through six
schools of thought, which have become increasingly sophisticated in their
treatment of the subject.
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The synthesis school integrates the previous approaches into models
which illustrate the complexity of strategic management.

Questions

1. Use Porter’s five forces model to analyse the market or industry faced
by your organization.

2. From the analysis above, which of Porter’s generic strategies has your
organization adopted and why?

3. Use the model of strategy development routes to trace the way in
which strategies have evolved within your own organization.
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Strategy Systems

The strategy system or process is at the heart of strategic management
because it seeks to answer the question of how organizations make
important decisions and link them together to form strategies. As we have
seen in our reviews of the schools of thought, the assumption of the early
writers was that strategic planning was the single and best way of taking
strategic decisions.

However, Mintzberg’s definition of strategy as not only plan but pattern,
position, perspective and ploy presents a broader perception of the
strategy process. This broader view is captured in Figure 2.4 which showed
a variety of sources of strategy and approaches to realizing strategy.

Current thinking is that the strategy-making process or system is a
continuum with strategic planning, a top-down approach, at one end and
strategic learning, a bottom-up approach, at the other. Between these two
extremes there may be any number of strategy-making processes but we
shall focus on just one called strategic vision.

In the strategic planning mode, formal analysis is used to plan explicit,
integrated strategies for the future. In the strategic vision mode, a strong
leader establishes a broad vision for the organization within which the
details of strategic direction are worked out. Under the strategic learning
mode, the organization adapts in small, disjointed steps to a difficult
environment.

We shall now describe these three strategy systems or processes
separately before considering how they may be combined into a hybrid
strategy process for an organization.

3.1 Strategic planning

We have already outlined the assumptions underlying the strategic
planning approach to formulating and implementing strategy:

e formalization of the process by analysis and systems which can be
programmed

o detachment of thinking from action and strategy from operations or
tactics

e quantification as a basis for the strategy process through the generation
of hard data
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e predetermination of the future based on the assumption of a stable and
predictable environment

These assumptions are exemplified by Ackoff (1970) who isolates the
three chief characteristics of the strategic planning mode:

1. Planning is something we do in advance of taking action; that is it is
anticipatory decision-making.

2. Planning is required when the future state that we desire involves a set
of interdependent decisions; that is, a system of decisions.

3. Planning is a process that is directed towards producing one or more
future states which are desired and which are not expected to occur
unless something is done.

As Mintzberg (1973) comments:

Formal planning demands rationality in the economists sense of the
term - the systematic attainments of goals stated in precise, quantitative
terms. The key actor in the process is the analyst, who uses his scientific
techniques to develop formal, comprehensive plans.

Mintzberg further points out that the strategic planning mode exhibits
three essential characteristics:

1. In the planning mode the analyst plays a major role in strategy-
making.

2. The planning mode focuses on systematic analysis, particular in the
assessment of the cost and benefits of competing proposals.

3. The planning mode is characterized above all by the integration of
decisions and strategies.

An organization plans in the belief that decisions made together in one
systematic process will be less likely to conflict and more likely to com-
plement each other than if they were made independently. Thus, strategic
planning is a process whereby an organization’s strategy is designed
essentially at one point in time in a comprehensive process (all major
decisions made are interrelated). Because of this, planning forces the
organization to think of global strategies and to develop an explicit sense
of strategic direction (Mintzberg 1973).

The planning mode is oriented to systematic, comprehensive analysis
and is used in the belief that formal analysis can provide an under-
standing of the environment sufficient to influence it.

The strategic planning process consists of a sequential series of steps
which are taken in a very mechanistic fashion. The number of steps
involved ranges from Ansoff’s large number of steps and accompanying
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routines to Johnson and Scholes three-step process of strategic analysis,
strategic choice and strategy implementation. Probably the clearest and
most practical exposition of the strategic planning process is developed
by Argenti (1990) in his set of manuals for strategic planners under the
title of Argenti System of Corporate Planning.

Argenti’s opening assertion is that in all planning systems one has to go
through a process, or sequence of stages, in order to produce a plan. In the
Argenti system there are ten stages as outlined below:

Stage 1  Preparation: to start the process and to select a planning
assistant.

Stage 2 Objectives and targets: to define the aims and ambitions of the
organization.

Stage 3  Forecasts and gaps: to calculate the size of the strategic task.

Stage 4  Strengths and weaknesses: to decide what the organization is
especially good at and bad at.

Stage 5 Threats and opportunities: to identify what major changes the
future may hold for the organization.

Stage 6  Alternative strategies: to list all the alternative strategies
available to the organization.

Stage 7  Selecting the strategies: to decide which set of strategies is the
most suitable.

Stage 8  Evaluation: to determine whether this set is good enough.

Stage 9  Action plans: to draw up detailed plans and budgets.

Stage 10 Monitoring: continuously study progress over the years.

Argenti adds, ‘these ten stages are the same for all types and sizes of
organization - all planning teams should move through the stages exactly
as they are presented in their manuals.’

Stages One to Eight are usually termed the formulation stage and
Stages Nine and Ten the implementation stage.

Stage One envisages the selection of a strategic planning team from
within the organization together with the appointment of a strategic
planner to manage the process.

At Stage Two objectives are quantified in the form of targets and
compared at Stage Three with forecasts of future performance based on
the extrapolation of existing strategies. Argenti explains, ‘a target is what
you want to achieve; a forecast is what you expect to achieve. The differ-
ence between targets and forecasts identifies the gaps which any proposed
strategies must fill.”

3.1.1 The SWOT analysis (Strengths, Weaknesses, Opportunities, Threats)

It is widely recognized that the heart of the whole strategic planning
system is Stages Four and Five, often called the SWOT analysis, which
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identifies the strengths and weaknesses of the organization for comparison
with the opportunities and threats in the future environment. It is at this
point in the process that many of the writers on strategic planning,
including Ansoff, Steiner, and Porter, produce comprehensive checklists
to enable this process to be carried out systematically. Argenti produces
his own checklist for assessing the strengths and weaknesses of the
organization as follows:

finance and legal

facilities

purchasing

products and services
research and development
marketing

distribution

employees

management

position in the industry

Each of these is defined with examples and participants in the planning
process are asked to rate their own organization against these criteria.

Participants are then asked to attempt to rank the strengths and
weaknesses in order of strategic significance. A simple A, B, C classifi-
cation is suggested where:

e A means that the item is of critical strategic importance and absolutely
must be accounted for in the strategies of the company. Without this
item in the strategies they would be valueless.

e B means that the item is of strategic importance and should be in the
corporate strategies if possible; if not it must be attended to elsewhere
by the planning team.

e C means that the item is not of corporate significance but may be of
departmental or sectional importance and should be dealt with by a
relevant senior executive.

Argenti concludes that this stage (Stage Four) is probably the most
important for most organizations.

A similar checklist is proposed by Argenti to analyse the threats and
opportunities facing the organization:

political changes

economic changes

social changes

technological changes
changes in your own industry
other changes
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Again definitions and examples are provided and participants are
expected to insert entries in the checklist against each criteria for their
own organization.

As with strengths and weaknesses, participants are again asked to rank
these threats and opportunities in order of significance for their organi-
zation. The ranking system suggested for opportunities and threats
classifies each item by probability and by impact. That is, they are ranked
according to the chances of the threat or opportunity actually taking place
and by the impact it would have on the organization if it did. Trends or
events are classified on these two dimensions using a High, Medium, or
Low classification (H, M, L). Using this procedure generates the following
categories:

1. HH (high high): this is obviously an enormously important threat or
opportunity because it is both very likely to occur and will have a great
impact on the organization. Plainly it is something of such outstanding
importance that the strategies which are devised in Stage Seven must,
absolutely must, take it into account. Without this item the strategies
would be useless.

2. HM or MH: also very important because it either highly probably will
occur and will have a considerable impact on the organization, or it is
quite likely to occur and would have a major impact if it did. The
strategies must take account of any threats and opportunities to which
they have given one or two Hs.

3. LH: this is a trend or event which it is thought is unlikely to occur but it
is believed would have a most severe impact if it did. So while this may
not have to be included in the main strategies, something must be done
about it - perhaps a ‘disaster plan’ or ‘contingency plan” needs to be
devised.

4. HL, LM, ML, MM: if these can be included in the main strategies then
they should be; but these are probably not significantly important to
need further very serious consideration in the strategic planning
exercise and might be better dealt with on an ad hoc basis by the
organization’s other senior executives.

5. LL: not worthy of further consideration in the strategic planning
exercise.

3.1.2 Total strategic summary

At Stage Six, all this information is collected together into a chart called
the Total Strategic Summary. This chart displays the targets and forecast
in graphical format, extracts the major strengths and weakness, oppor-
tunities and threats from the SWOT analysis and summarizes them in the
form of what Argenti calls a cruciform chart. An example of a cruciform
chart for a UK building products manufacturer is shown in Figure 3.1.
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Strengths Weaknesses

Marketing A High overheads A

Merchants B New product development A
Dying products B
International B

Opportunities Threats

International HM Declining home market HH

New product home HM Over capacity HH
Foreign competition HM

Fig. 3.1 Cruciform chart.

The chart shows that the company is strong in marketing and has access
to a wide range of builders merchants. Its weaknesses are its high over-
heads, the lack of new products, the growing obsolescence of its existing
product range, and its lack of a presence in overseas markets. The firm
recognizes opportunities in the international market for its existing pro-
ducts and also the market for new products in the UK. However, this has
to be set in the context of a shrinking home market with many competitors
and the possibility of entry into the UK by foreign competitors.

It is intended that the cruciform chart summarizes and displays the
results of the SWOT analysis in such a way that the strategic situation of
the organization can be seen at a glance. The chart can now be ‘read” to
identify the key issues that proposed strategies must address. The reading
of the cruciform chart will reveal the balance of strengths and weaknesses
and opportunities and threats in terms of both number and weighting. If,
for example, strengths outweigh weaknesses, then the organization may
be justified in adopting a bold and aggressive set of strategies; conversely
if weaknesses outweigh strengths, as in the example above, then a more
defensive set of strategies may be called for.

Further analysis may be conducted by noting whether the same factor
appears more than once in a cruciform chart which will identify it as a
factor at the central core of the organization’s strategy. In the example
shown, “international” occurs in two quadrants, with the related factor of
foreign ‘competition” also reinforcing the need for an overseas strategy.

Equally, the relationships between factors in various quadrants may
reveal key issues and possible strategies. The weakness of the company in
terms of new products and the opportunity for new products in the home
market coupled with the firm’s excellence in marketing are an obvious
direction for a strategy of new product development. What other cluster
of factors indicate new directions for strategy?
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The SWOT analysis conducted using the cruciform chart will identify a
number of key issues which any strategies must address. The conclusion
of this alternative strategies stage of the process is to generate a number of
possible strategies for each of the key issues.

As Mintzberg (1994) points out, the process by which strategies are
created is not addressed in the strategic planning literature. It is assumed
that the system will automatically and magically produce the required
strategies to deal with the key issues. This is an issue we shall come back
to shortly in talking about the evidence for the strategic planning process.

Selecting strategies

Stage Seven of the process requires the planning team to select the
strategies. The strategies must meet all the following requirements:

e They must give the organization a very good chance of hitting its
targets or even exceeding them.

e At the same time they must protect the organization from the risks that
might drag its performance below target levels.

e They must make full use of all the organization’s most impressive
strengths, certainly all those ranked with an “A’.

e They must correct or neutralize all major weaknesses, certainly those
ranked “A’. They must not build on these weaknesses, nor even those
ranked ‘B’. A strategy built on major weaknesses could be disastrous.

e They must either eliminate or reduce the impact of all the threats that
were ranked as ‘HH’" and those with any ‘H’ in their ranking and
perhaps also those ranked with a ‘M.

e They must exploit any opportunity ranked "HH'.

e They must conform to the ‘flavour’ of the strategies, e.g. bold, defen-
sive, high risk, etc.

e They must address the key issues that were identified at the previous
stage.

Argenti contends that there will be one permutation of strategies that will
come closer than any other to meeting this complex specification. He
recommends consideration of the inevitable generic strategies under the
headings of ‘Relevant Strategies - strategies that appear to be highly
appropriate to the way the world is moving at the end of this century” and
‘Hazardous Strategies - strategies which may be highly effective in skilled
hands ... but may be dangerous in other circumstances, especially when
the balance of the cruciform chart is unfavourable’.

The final stage of the formulation phase (Stage Eight) of the strategic
planning process is to evaluate the strategies. It is at this stage that the
analysts and ‘number crunchers’ come into their own. Another checklist
called the Evaluation Report is produced in which all the facts, figures, and



Strategy Systems 35

detailed costings and calculations are contained under the following
headings:

o The salient points: for example, if a North of England versus a South of
England geographic decentralization is being considered then facts
like the size of the market in each area, the availability of premises or
sites, availability and salary levels of employees, etc. would be con-
sidered.

e Resources required: these would include capital, management skills,
other skills, premises, facilities, etc.

e Major assumptions: this would include both pessimistic and optimistic
assumptions.

o The calculations: this would include detailed financial projections of
turnover, profits and sales for the planning period. It is suggested that
both pessimistic and optimistic forecasts are made.

o What might go wrong: this would identify the trends and events that
might occur to which strategies might be particularly sensitive and a
calculation made of how they would affect the attainment of targets.

o What might be disastrous: this would highlight the events or combina-
tions of events that might be disastrous for the organization and how
the organization will be protected from these events.

e Previous strategies: any record of this strategy being previously
attempted by the organization or others and its results.

e Hazardous and relevant strategies: identifying strategies which are par-
ticularly hazardous and especially relevant to the organization’s
strategic position.

e Strengths, weaknesses, opportunities and threats: check that the strategies
account for all the “As” and the “Hs’, and perhaps some of the ‘Bs” and
‘Ms'.

o Conclusions: a statement of the planning team’s confidence that the
strategies will enable the organization to achieve its targets.

This stage completes the formulation phase of the strategic planning
process; the remaining two stages are concerned with implementation of
the selected strategies.

Implementation

Stage Nine entails deciding which parts of the strategic plan require action
plans or project plans, deciding who will be the project manager for each,
deciding who will draw up the plans, what form these should take, by
what date they should be available and who will approve them. A cascade
of plans may then be formulated for the different functions and levels of
the business, for example, marketing plans, production plans, project
plans, etc.
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As soon as a sufficient number of projects have been defined these will
need to be summarized in the form of a business plan. This will ensure that
the individual plans dovetail together, that they do not all call for cash at
the same time, that they are not incompatible, and so on. A business plan
will be required in any case if the organization has to go to the market to
obtain finance and resources.

The final stage in the whole process involves the continuous monitoring
of the strategies and action/project plans. The purpose of Stage Ten is to
give the organization the opportunity at regular intervals (three-monthly
is suggested) both to control the strategic progress of the organization and
to review the whole strategic direction that has been selected. This will
involve the normal control loop of measuring performance against targets
set in the strategies, noting unacceptable variances from the targets, and
taking corrective action in the form of either adjusting the performance to
meet the strategies or changing the strategies.

We have discussed in some detail the strategic planning process in
order to compare its mechanistic nature with the alternative systems that
have been identified.

A critique of strategic planning

As strategic planning dominates the strategic management literature, what
evidence is there of its implementation and effectiveness? The answer to
this question, according to Mintzberg (1994) and others, is very little. The
McGill University research programme which tracked the strategies of a
number of companies over many decades came to the conclusion that there
was very little evidence to support the mechanistic strategic planning
process just described. Rather the research shows that the strategy process
is sophisticated and subtle, involving the most complex of subconscious
cognitive and social processes. Strategists rely on soft, non-quantitative
detail which requires them to be connected to the detailed operation of the
organization, not detached as the strategic planners suggest. Formulation
and implementation are not separate activities but merge into a fluid
process of strategic learning. The context within which strategists work is
dynamic, unpredictable and unknowable - not predetermined as the
strategic planning process assumes. Strategies emerge, rather than being
deliberately enacted, involving all kinds of people throughout the orga-
nization rather than the process remaining the prerogative of the chief
executive and the top team. Strategies are not formally planned but emerge
informally, often within the envelope of an entrepreneur’s vision for the
organization. This is the logical incrementalism described by Quinn (1980).

Therefore, strategy formation (a term coined by Mintzberg to describe the
seamless process of formulation and implementation he had observed) is a
process of strategic learning which proceeds in ‘fits and starts’, relies
heavily on serendipity and the recognition of unexpected patterns in
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evolving events. The basis for strategic learning is a deep understanding by
the strategists of the industry and context within which they are operating
which enables them to recognize and exploit discontinuities in the
environment before competitors. The result is novel strategies which often
defy allocation to the generic strategic categories so important to the
strategic planning theorists. This requires that the strategists should be
what Peters and Waterman (1982) called ‘hands on - value driven’, not
detached from the daily detail of organizational life but connected to the
daily detail in order to abstract the strategic messages which are the key to
strategy-making. To obtain this soft information, strategists need to be in
touch with customers, clients, suppliers, competitors, government, pro-
jects and so on. This is not to conclude that hard data derived from analysis
is not a useful aid to decision-making but it needs to be combined with soft
data and the tacit knowledge which only line managers have.

Mintzberg suggests that it is the line managers using a combination of
hard and soft data, derived from their tacit and intimate knowledge of the
organization’s operations and the industry context who have the neces-
sary intuitive skills to develop novel strategies. This process, unlike the
strategic planning process, requires insight, i.e. a penetrating under-
standing of complex issues and creative synthesis, aspects which the
formalization process of strategic planning discourages.

Having said this there are some situations in which strategic planning
has had some success. Where organizations are large enough to afford
expensive analysis, have clear operating goals, and operate in a predictable
and stable environment, then strategic planning may be possible. The large
business or public sector organization which has a monopoly or near
monopoly over its markets could operate a strategic planning system.

In the absence of such relatively rare conditions, different approaches to
strategic decision-making must be used. Two popular approaches dis-
covered from research by Mintzberg and Quinn which reflect a more
informal approach to strategic decision-making, are strategic vision and
strategic learning. In both cases the dichotomy of separation of formulation
from implementation of strategy which forms the central tenet of the
strategic planning system is abandoned. In the strategic vision approach,
the formulator implements the strategy; in the strategic learning approach,
the implementator formulates the strategy. The strategic vision approach
is dependent on a single creative strategist; the strategic learning system
depends on a variety of actors being capable of experimenting and then
integrating their incremental strategies.

3.2 Strategic vision

Strategic vision has traditionally been called the entrepreneurial mode of
strategy-making and is well known both in the economics and manage-
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ment literature. There is probably as much written on the role of the
entrepreneur in modern business as there is on strategic planning.
However, in contrast to the strategic planning literature, which is largely
written by academics and which has a strong theoretical base, the entre-
preneurial literature tends to be written by practitioners in a very anec-
dotal and prescriptive fashion. Business biographies, from Alfred P
Sloan’s (1965) My Years with General Motors to John Harvey Jones” (1994)
Getting it Together are early and recent examples of the genre. Manage-
ment consultants have also found the concept of the entrepreneur an
attractive basis for discussion from Drucker (1970) to Peters (1987). The
entrepreneur is the folk hero in much of the management literature, in
both America and Europe. The idea of a single individual with a burning
vision creating and driving an innovative and vibrant organization is an
attractive role model in societies where individualism is a dominant
concept.

The visionary or entrepreneurial mode of strategy - making has four
chief characteristics:

1. Strategy-making is dominated by the active search for new opportu-
nities. The visionary approach focuses the organization on opportu-
nities rather than problems.

2. Power is centralized in the hands of the chief executive. In the strate-
gic vision mode, power rests with one individual capable of commit-
ting the organization to bold courses of action. He rules by fiat,
relying on personal power and sometimes on charisma. While there
may be no formal strategic plan for the organization, typically
strategy is guided by the entrepreneur’s own vision of direction for
his organization.

3. Strategy-making is characterized by dramatic leaps forward in the face
of uncertainty. Strategy moves forward by the taking of large, bold
decisions; the chief executive seeks out and thrives in conditions of
uncertainty where the organization can make dramatic gains.

4. Growth is the dominant goal of the entrepreneurial organization.
Entrepreneurs have been shown to be driven by the need for
achievement, and the clearest recognition of achievement is the growth
of the organization which they run. Channon’s (1978) research showed
that entrepreneurial leaders achieved much higher levels of corporate
growth than either family or professionally led businesses.

The strategic vision approach is a more flexible way to deal with an
uncertain world. Vision sets the broad direction of strategy while leaving
the details to be worked out in an incremental way. Thus, referring back
to Mintzberg’s set of definitions for strategy, the vision may be expressed
as a broad perspective, which may be deliberate, but specific positions can
emerge. When the unexpected occurs, provided the vision is sufficiently
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robust, the organization can adapt, it can learn. Substantial but limited
change can thus be accommodated while retaining the central vision.

Peters (1987) stresses the need for organizations to have a vision. The
leader should develop and live an enabling and empowering vision.
Effective leadership is marked by a core philosophy and a vision of how
the enterprise wishes to make its mark. The vision must be specific
enough to act as a ‘tie breaker” between organizational units (e.g. quality
versus volume) and general enough to allow the taking of bold initiatives
in today’s ever-changing environment. Peters argues that the chief
executive should take every opportunity to stress and exemplify the
vision. He suggests that the vision must replace the rule book and the
policy manual and presumably the strategic plan.

Peters goes on to identify the characteristics of a vision:

e Effective visions are inspiring.

e Effective visions are clear and challenging and concerned with excel-
lence.

e Effective visions make sense in the market place by allowing flexibility
within consistency.

e Effective visions must be stable but constantly challenged and
changed at the margin - the paradox of maintaining a stable visionin a
changing world through incremental adjustments to the vision.

e Effective visions are beacons and controls when all is changing - the
vision as a beacon depends on leaders at all levels exhibiting behaviour
which is consistent with the vision at all times. As a control it is a
replacement for the rules book and the procedures manual.

e Effective visions are aimed at empowering people - particularly they
allow people space to make strategic experiments within the visions’
parameters.

e Effective visions are focused on the future but aware of the past - the
most effective vision allows us to draw upon enduring themes which
give confidence in shaping the future of the organization.

e Effective visions are lived in the details - this stresses the point we
made earlier about the nature of strategic management and the idea of
the formulator also being the implementer.

The visionary mode requires that strategic vision comes from one
powerful individual. The environment must be malleable, the organiza-
tion oriented towards growth and the strategy able to shift boldly at the
whim of the entrepreneur. These conditions are typically found in small
and/or young organizations although more and more larger organiza-
tions are trying to encourage ‘intrapreneurship” within the organization.
Organizations in deep crisis often import a visionary leader to drag the
organization on to a new strategic trajectory. Strategic vision is most likely
to be found in business organizations but also in public sector organiza-



40

Construction Management in Practice

tions where strong leadership is allowed. Construction contractors and
professional practices are often driven by the vision of a dynamic indi-
vidual, particularly during the early years and in periods of rapid growth
or change, e.g. Sir John Laing and Sir Ove Arup.

3.3 Strategic learning

In situations of turbulent change, when even strategic vision cannot cope,
then the organization may have to revert to pure learning approach - to
experiment with strategies in an incremental way, adapting and adopting
those which seem to work. This is purely an emergent strategy of trial and
error and trial again where the implementer becomes the formulator of
strategy. The process becomes one of strategy formation rather than
strategy formulation, by individuals anywhere in the organization. The
realized strategy is the emergent strategy.

Many construction companies evolve strategy in this emergent way
when projects are obtained in an unpredictable and ad hoc way, so that the
organization strategy becomes the pattern of projects which it is suc-
cessful in obtaining. There is a strong flavour of Lindblom’s “science of
muddling through’.

Strategic learning organizations have four major characteristics:

1. Clear objectives do not exist as in the strategic vision organization. This
is a response to the complexities of a rapidly changing environment
but may also reflect the division of power among members of a
powerful coalition.

2. The strategy-making process is characterized by the ‘reactive’ solution
to existing problems rather than the ‘proactive’ search for new
opportunities. The difficulties of working in a turbulent environment
together with the lack of clear goals and overarching vision often
preclude a proactive approach.

3. Strategy-making proceeds in incremental, serial steps - because its
environment is complex, the strategic learning organization finds that
feedback is a crucial ingredient in strategy-making. The organization
moves forward in incremental steps, which evolve in a serial fashion so
that feedback can be received and the course adjusted as it moves along.

4. Disjointed decisions are characteristics of strategic learning. The
objective of integrated, compatible and coordinated decisions, which is
a feature of the strategic planning mode, is not possible under strategic
learning. It is simply easier and less expensive to make decisions in a
disjointed fashion so that each is treated independently and little
attention is paid to the problems of coordination. Strategy-making is
fragmented, but at least the strategist remains flexible, free to adapt to
the needs of the moment.
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A fuller description of the process is given by Mintzberg (1994) in what he
calls the “grass roots” model of strategy formation:

1.

Strategies grow initially like weeds in a garden, they are not cultivated like
tomatoes in a greenhouse. The process of strategy formation should
not be overmanaged: it is more important to let patterns emerge than to
force an artificial consistency among strategies prematurely.

These strategies can take root in all kinds of places, virtually anywhere
people have the capacity to learn and the resources to support that
capacity. It may be that an individual or a unit in touch with a parti-
cular opportunity creates its own pattern. Strategies may emerge
through serendipity or by people experimenting with ideas until they
converge on something that works. Equally, the independent actions of
a number of people may converge into a strategic theme gradually and
spontaneously. The external environment may impose a particular
pattern of strategy on to an unsuspecting organization. Organizations
cannot always plan when their strategies will emerge, let alone plan
the strategies themselves.

Emergent strategies become organizational when they become collective, that
is when the patterns shape the behaviour of the organization as a
whole. Emergent strategies can sometimes displace the existing
deliberate ones when they are reflected in the realized strategy of the
organization.

The processes by which emergent strategies become the intended strategies of
the organizations may be conscious and managed or unconscious and ad hoc.
Strategies may unconsciously evolve or be consciously intended within
the minds of the formal and informal strategists within the organiza-
tion. Equally, emergent strategies may be managed or simply spread
by collective action.

. New strategies, which may be emerging continuously, tend to pervade the

organization during periods of flux and transformation (see Figure 2.3)

To manage this process is not to preconceive strategies but to recognize their
emergence and intervene when appropriate. This is the opposite to the
strategic planning theorist’s view of the role of the strategist. The
strategic manager’s role in the strategic learning context is to create the
climate within which a wide variety of strategies can emerge and to be
prepared to invest in promising initiatives. It also entails allowing
people to make mistakes on the premise that the successful strategies
will outweigh the unsuccessful strategies and give the organization a
creative competitive edge.

The strategic learning approach may seem to be extreme but, in a sense, it
is no more extreme than the strategic planning approach. The two systems
define the end points of a continuum along which real world strategy-
making behaviour must lie. Sometimes organizations may tend towards
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the more deliberate end of the continuum, where clear thought has to
precede action, because the future seems reasonably predictable; in this
case formulation may proceed implementation. But in times of complex
and difficult change when new strategies have to be worked out in a
process of learning, the organization must lean towards the emergent end
of the spectrum. The dichotomy between formulation and implementa-
tion is abandoned and the formulators implement in a more centralized
way, as under the strategic vision approach, or the implementers for-
mulate in a more decentralized grass roots way, as in strategic learning. In
both the case of strategic vision and strategic learning thinking is recon-
nected directly to acting.

The strategic learning approach seems to be associated with collegiate-
type organizations, e.g. universities, hospitals, etc., but in any organiza-
tion where a participative approach to management exists and
empowerment is enacted throughout the organization the strategic
learning approach is likely to blossom. Construction management firms
and professional partnerships are likely to have this approach to strategy
formation.

3.4 A hybrid approach

It must be recognized that the three strategic planning systems discussed
are pure types and may coexist in a real world organization. It may be, for
example, that the marketing department of an organization operates in a
visionary mode while the production or project division of the organi-
zation operates in a planning mode. Equally, in a diversified organization
the centre may use a planning approach whereas the divisions or business
units of the organization may rely more on a strategic learning approach.

In some situations no strategy-making system will be required at all, or
at least very little, for example, monopolistic organizations in stable
environments. Equally, in these situations planning may be necessary and
possible.

Strategic planning is the least flexible of the strategic systems discussed
and will be inappropriate where unexpected events occur or the domi-
nant coalition in the organization cannot agree on specific action. The best
managed and most successful of large organizations will exhibit a hybrid
approach to its strategy process.

Summary

In this chapter we have reviewed three approaches to making strategic
decisions.
The strategic planning approach has been described in some detail as a
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mechanistic system which relies on a systematic and analytical process. It
is a “top-down’ approach. The system has been shown to be appropriate
for stable and predictable conditions but is unable to cope with a rapidly
changing environment. A number of other criticisms of the system have
also been raised.

Entrepreneurs often adopt the strategic vision approach which allows
flexibility of strategic decision-making within the parameters of the
vision. This is a combination of ‘top-down” and “bottom-up” approaches.

The strategic learning approach is necessary when conditions of extreme
turbulence mean that the inability to predict the future dictates that
incremental “trial and error’” steps are the only way to proceed. This is
what Mintzberg calls strategy formation. It is a “bottom-up’ system.

These three systems are pure types and real organizations are likely to
exhibit a combination of these approaches.

Questions

1. Conduct a SWOT analysis of your organization and produce a cruci-
form chart as shown in Fig 3.1.

2. Examine your organization for evidence of the strategic vision or stra-
tegic learning approaches to strategy formation, either currently or in its
recent past.
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Industrial Relations

In most developed countries the topic of industrial relations is a matter
that has to be managed in a structured way. Certainly the industrial
relations problems which beset construction managers are not as torrid as
were experienced in the 1960s and 1970s. However the collective agree-
ments which bond together employers and trade unions still have some
force and the collective agreements reflect the well-established pattern of
bargaining within the industry and the relative weakness of the trade
unions allied to the construction industry.

4.1 The history and development of industrial relations

Although relationships between employers and employees can be traced
back to the medieval guilds, the modern period of industrial relations
commenced at the beginning of the nineteenth century when the building
industry underwent a profound change.

Prior to the Industrial Revolution, the client undertook to organize the
building project with master craftsmen of each principal trade being
asked to undertake specific aspects of the work, not unlike contemporary
arrangements in construction management procurement systems. Plus ¢a
change! With the nature and magnitude of the type of buildings required
to provide the infrastructure for an emerging capitalist nation, the role of
the master builder was enhanced because they now tendered for the
complete building.

This change had its implications for established rules governing the
conduct of industrial relations; tradesmen resented the development of
the master builder because this impinged upon their opportunities to
become master craftsmen themselves. As Cole (1953) observed, ‘The
general contractor was apt to be intolerant of the traditional rules and
customs of the various trades.’

In the main, bargaining concerning wages was localized, and, with the
development of the piecework system of payment, was often individually
rather than collectively bargained. The new master builders employed
workers at the rate of wages pertaining to a town or locality and expected
them to work under the customary conditions; hence, ‘custom’ has
become a basic component of understanding between employees and
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employers. The piecework aspect to this was a challenge to their ability to
organize effectively. Marx (1867) summed up the new system of payment
when he described the piecework system as ‘the form of wages most
suited to the capitalist method of production’.

Despite the legal barriers imposed by the Combinations Acts of 1799
and 1800, building workers and building employers formed organiza-
tions. In the first instance workers formed combinations under the guise
of friendly societies and employers took advantage of the jurisdiction of
friendly local magistrates to collect together to discuss common problems.

The Combination Acts allowed sentences on any working man, and
invariably it was men, of three months in jail or two months” hard labour
if he was found guilty of combining with others for the object of
increasing wages or decreasing hours. Sentence was by two magistrates,
not a judge. Appeal against sentence was not allowed unless £20 surety
was given; this represented approximately twenty weeks” wages for a
bricklayer at the time. A fine of £10 was levied upon anyone helping with
the expenses for anyone convicted under the Acts. The Acts also forbade
employers’ combinations, but there is little evidence of enforcement
against employers.

The friendly societies of building workers existed until repeal of the
Combination Acts in 1824, after which unions of building workers
developed rapidly: they had a strong base from which to work. Hilton
(1968) accurately suggested that:

... Certainly the building unions which made themselves effective in
the immediate post repeal [of the Combination Acts] period, did not act
as if they were newly formed, naive and inexperienced organizations.
Instead they bore that quality of militancy and independence against
which all the statutes over the last 500 years had complained.

The trade unions in building grew rapidly, and as soon as eight years after
the repeal the first national union was formed, which attempted to weld
together the multitude of local associations. In 1832 the Operative
Builders Union was formed, whose aim was to ‘advance and equalize the
prize of labouring every craft’ (Postgate 1923). In 1833 its membership
was 49,000. However, employers’ associations retaliated with the
‘Document” which attempted to gain pledges from employees that they
would not join the Operative Builders Union. The ‘Document’ asked
employees to sign the following statement (Postgate 1923):

We the undersigned do hereby declare that we are in no way con-
nected with the General Union of Building Trades and we do not and
will not contribute to the support of such members of this said union,
as we are or may be out of work in consequence of belonging to such
unions.
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Clearly, to seek such a pledge would embitter industrial relations and
several localized strikes ensued. Clarke (1992) records widespread strikes
in 1834 in London, Birmingham and Manchester over workers’ refusal to
sign the ‘Document’.

As the Industrial Revolution intensified, the massive civil engineering
projects generated large contracting organizations, which further
strengthened the employers at the expense of the trade unions. The 1850s
found trade union organization - the Central Master Builders Association
- which, in 1859, organized a ‘lock-out” of 24,000 London-based builders
after a union had called for a nine-hour working day. This lock-out
demonstrated that trade unions also required national organization to
coordinate recruitment and policy. However, while there was general
agreement to move towards a central trade union authority, there were
disagreements over the nature and structure of such a body. Two views
could be detected: the traditionalists and the amalgamationists. The tradi-
tionalists saw the builder’s union based upon local democracy with a
decentralized administration and decisions concerning strike action to be
taken at the work face. The amalgamationists saw the union movement
best served by caution, restraint, conciliation, with a centralized
administration who would vet any strike action considered by workers.

The amalgamationists” argument succeeded for two reasons. First, the
employers were seeking to establish standardized working rules and the
amalgamationists’ preference for negotiation as opposed to industrial
action matched this initiative. Second, the government favoured the more
moderate policy of this group and had influenced the climate of opinion
which favoured their rise to supremacy.

By the late 1870s the case for national institutes for the conduct of
industrial relations had been established and the master builders
widened their organization to form the National Association of Master
Builders of Great Britain, with 64 employers and 19 local associations. By
1892 it had grown to 1,300 members (NFBTE 1978) and in 1899 it formally
became the National Federation of Building Trades Employers (NFBTE).

Despite these national organizations, industrial relations still retained
its local character, with a plethora of district rules and conventions.

It was not until 1904 that a nationwide basis for industry-wide bar-
gaining was established. Yet the scope of such bargaining was limited
until 1920 when the National Wages and Conditions Council was
formed with a view to negotiating a national working rule agreement
for the building industry. This agreement ‘covered rates of wages, extra
payments, overtime, payment for night gangs and travelling and
lodging allowances to be fixed nationally with provision for regional
and local variations. This progress marked the birth of the NJCBI'
(NFBTE 1978).

The National Wages and Conditions Council was superseded by the
National Joint Council for the Building Industry (NJCBI) in 1926. The
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unions proposed to this body that wage rates be stabilized, with a five-
day, forty-hour week and the principles of tool money and a guaranteed
working week established. Most of these demands were not established
as working conditions until after World War II, when the unions’ strength
was enhanced by a shortage in the supply of tradesmen. The buoyant
economic conditions of the 1950s had allowed employees to make steady
gains in wages and conditions. Throughout the 1960s union membership
began to decline, despite the reduction of the working week from 46.5
hours to 44 hours in 1960, a further fall to 42 hours in 1961 and, by 1965,
stabilized at 40 hours per week. It fell to 39 hours in 1982 and by 1998 it
stood at 37.5 hours.

Union membership in construction continued to fall and it has been
mentioned that the relative weakness has been one reason for the rela-
tively stable industrial relations in building. Burgess (1975) identifies
other reasons for this pattern. He suggests that the pattern of relation-
ships ‘lacks well-defined phases’, which is partly due to the structure of
the industry, in particular the relative absence of technological change
and its complex relationship with cyclical fluctuations in the economy.
The comparative industrial peace in the building industry has, no
doubt, been partly due to the effectiveness of the negotiating machinery
that has evolved, but generally it has been due to the weakness of the
trade unions and ‘the continuing craft sectionalism if not exclusiveness
which divided workers among themselves’ (Burgess 1975). This section-
alism has historically been reinforced by the growth in the numbers
engaged in labour-only subcontractors. It was not until 1989 that
UCATT retracted from a position which forbade labour-only workers
membership.

The employers” associations” own history is almost as long as the trade
unions” and the Building Employers Confederation is one of the oldest
with a history of over 100 years.

From these roots the industrial relations machinery has evolved to
incorporate a multitude of parties attached to the negotiating machinery
in construction, and at this point it would be useful to examine their roles
and responsibilities more fully.

4.2 The role of employers’ associations in construction

The employers’ associations have a number of functions. These may be
seen as support for the industry in terms of the fellows’ institution.

4.2.1 Economic questions

Employers have long recognized that by combining they were more able
to withstand demands for better wages and conditions from trade unions.
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It has been a long-established trade union negotiation tactic to ‘leapfrog’
in terms of wages and conditions, isolating one employer at a time. The
employers’ associations represent the employers’ interests in a collective
manner by undertaking negotiation with trade unions on a national basis
over the questions of minimum acceptable standards of wages and con-
ditions of employment. But this general role is supplemented by giving
advice and assistance to individual member firms when dealing with
their particular labour problems.

4.2.2 Advisory

Employers’ associations provide members with an information service
which is related to companies’ trade or commercial functions. Areas
included in this service would be the impact of legislation upon the
building industry, a wage monitoring service, research and development
progress reports.

In a sense, this particular service reflects the federal structure of the
building employers’ association, where much of the lubrication for
industrial relations is provided by local associations with the central body
acting as a coordinator.

4.2.3 Regulatory

Employers’ associations regulate and administer agreements they have
reached on behalf of their members and generally provide facilities for the
settlement of disputes between unions and individual managements. In
this respect, the employers” associations attempt to stabilize relationships
between the parties to the industrial relations machinery.

4.2.4 Representation

Employers’ associations, in common with trade unions, seek to have their
point of view made known to the decision-makers. In particular, they will
make representations to government, especially when seeking to amend
specific legislation, but at a more general level, employers” associations
will attempt to become party to economic planning in respect of the
building industry.

4.2.5 Technical and commercial service

The structure of the construction industry, with the largest number of
firms being concentrated into the small to medium-sized organizations
(see Figure 4.1), means that an employers’ association will often be asked
to provide a technical and commercial advisory service. Issues which are
likely to be foremost here are assistance in negotiating contractual con-
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ditions, legal advice, cost and estimating advice along with miscellaneous
commercial advice on matters for which a small to medium-sized con-
tractor would not have in-house expertise.

4.2.6 Political influence

The employees’” association will seek to make representation to govern-
ment to influence its policies in favour of construction industry interests.

4.3 The structure of employers’ associations

There are several employers’ associations allied to the construction
industry. The largest of these is the Construction Confederation which
has over 5,000 members and represents 8 per cent of the 80,000 firms
identified as being within the industry. The employers” association in the
construction industry is dominated by the Construction Confederation
formed in 1997. As its name implies, it is an amalgamation of a number of
distinct organizations. The constituent organizations cover a wide range
of construction industry interests. The component groups are explained
below.

4.3.1 The Major Contractors’ Group (MCG)

This group represents 22 of the top contractors in the UK. Membership is
limited to those with a turnover in excess of £200 million. In total the MCG
carry out £20 billion of construction work - about 40 per cent of the total
and much higher if one takes into account that such contractors are
unlikely to engage in the repairs and maintenance market. The MCG is
made up of the chairs or Chief Executives of the companies in member-
ship.

The group works with the Government and other decision-makers on
key issues affecting the industry such as the Private Finance Initiative
(PFI) or the specific legislation such as the Construction Act (1997).

Allied to the MCG is the Export Group for the Constructional Industries
(EGCI). This agency seeks to promote British construction abroad - this is
a sizeable part of the major contractors’ portfolio of work since it is a £5
billion export each year. In Europe it is linked to the European Inter-
national Contractors.

4.3.2 National Contractors’ Federation (NCF)

This group represents the second tier of construction contracting. Mem-
bership is limited to those companies with a turnover of £50 million. It has
25 members and serves a similar function to the MCG.
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4.3.3 National Federation of Builders (NFB)

The NEFB is the former Federation of Master Builders which dates back to
1872. It is the largest group in the confederation with 3,200 members and
represents the interests of contractors with turnovers of up to £50 million.

Unlike the previous two contractors it has a regional and local orga-
nization. It provides a strong service base for the smaller contractor. These
services would include credit references, insurance packages, debt col-
lection and a guarantee scheme. Other facilities include group purchasing
on fleet vehicles, etc. In order that the interests of the medium-sized
builders are represented as well as the small builder, the NFB is split
between a general builders” group and a smaller builders” group. The two
groups are represented at all levels in the Federation.

4.3.4 The Federation of Building Specialist Contractors (FBSC)

This organization provides services to 800 member companies who tend
to be specialist trade contractors. The affiliated specialist organizations
are:

Stone Federation of Great Britain

National Association of Scaffolding Contractors
Federation of Plastering and Drywall Contractors
Painting and Decorating Federation

Suspended Access Equipment Manufacturers Association
National GRP Federation

4.3.5 Civil Engineering Contractors’ Association (CECA)

This was formerly the Federation of Civil Engineering Contractors which
became the CECA in 1996. It represents the civil engineering industry. It
has 200 firms in membership and has developed seven regions who keep
in touch with civil engineering clients such as the Government and local
authorities. It is strong in lobbying the Government concerning infra-
structure investment and repair and maintenance of the national infra-
structure.

4.3.6 House Builders’ Federation (HBF)

This is a very diverse federation since it accommodates the volume house
builders through to those who build a few houses in a specific locality. It is
organized into eight geographical regions with 50 companies having
membership. Its role is two-fold, as a pressure group on the Government
and an advisory service to members on land use, planning permission,
social housing, public enquiries and marketing.
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4.3.7 The British Woodworking Federation (BWF)

The organization dates back to 1904 and today represents the collective
interests of companies manufacturing timber components from archi-
traves to timber-framed houses. It functions as an advisory service to its
315 members. Much of the service provided to the members deals with
offering advice on technical matters and advising in the development of
UK and European Standards and Codes of Practice.

Since its incorporation into the Construction Confederation it has set up
a quality assurance scheme which accredits certain products. For exam-
ple, it has in place Product Accreditation Schemes for fire doors, timber
windows and architectural joinery.

4.3.8 Scottish Building Employers’ Federation (SBEF)

Uniquely, the SBEF has a strong local structure with 30 local associations.
The function of the SBEF is the same as that for the National Federation of
Builders for Scotland. The Scottish parliament is likely to strengthen the
link that the SBEF has with the Scottish Executive. It represents Scottish
construction firms on the Scottish Construction Industry Group.

Special representation is undertaken in respect of the position of Scot-
tish Contract Law.

4.3.9 The Construction Confederation structure

The structure of the Construction Confederation is shown in Figure 4.1.
As can be seen, it has four principal areas of activity.

It is hoped that the Construction Confederation harmonizes industrial
relations in construction but its confederated state matches the industrial
relations practice in industry. The employers do not seek strict control
over the activities of their members. Even at the wages” negotiation table,
the employers seek to establish a “basic wage’” below which construction
workers should not fall and individual employers and trade unions are
free to negotiate supplements to these basic terms and conditions agreed
at national level. The local autonomy has been a response to the growing
size of companies who have had the authority and confidence to negotiate
separately with the trade unions. With the growing professionalism of
management has come the ability to provide the advisory service which
previously the employers’ associations provided. Economic conditions
have also weakened the employers” associations and contributed to their
decline.

In the early 1980s the separate employers’ federations claimed mem-
bership of over 20,000. The recession of the late 1980s and early 1990s
suppressed membership. Furthermore, skill shortages in times of boom or
oppressively harsh contract conditions in times when work is scarce have
destabilized the authority of the formal system of industrial relations.
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Fig. 4.1
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The structure of the Construction Confederation. MCG, Major Contractors Group;

NCF, National Contractors Federation; FBSC, Federation of Building Specialist Contractors;
CECA — Civil Engineering Contractors Association; HBF, House Builders’ Federation; BWF,
British Woodworking Federation; SBEF, Scottish Building Employers Federation; CIJC,
Construction Industry Joint Council; NFB, National Federation of Builders.

Despite this decentralization of bargaining, the Construction Con-
federation and its constituent members have played an invaluable role in
determining the character of the industrial relations system in con-
struction.

4.4 The role of the trade unions

The role of the trade unions in Britain has changed considerably over the
last 20 years. The unions have suffered losses of membership, confidence
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and influence. The Labour Government (elected in 1997 and again in
2001) seems to be as enthusiastic about keeping the trade unions out of the
political limelight as were their Conservative predecessors.

Construction managers may not always welcome the presence of trade
unions on a construction site and a prevailing view existed that managers
needed to preserve the right to manage. However, the industrial strife
which characterized the 1970s (1972 saw the first and only national
building strike) was a displaced struggle for power between unions and
employers. The miners’ strikes of 1982 and more particularly 1984
changed the contours of the balance of power between these competing
groups. The recession of the late 1980s gave rise to further losses of
membership. The 1990s, with their preferences for unfettered markets,
shaped the profile of industrial relations. In such times euphemisms such
as ‘downsizing’ and ‘outsourcing” were being used to describe employ-
ment practices; inevitably conflict arose between managers and employ-
ees. The construction trade unions face difficulties as a consequence of
this “downsizing’ for it often means that the framework for the union
organization is skeletal. As members are recruited on one site, they may
move to another unorganized place of work and drop out. As Drucker
and White (1996) note, many construction workers are recruited time and
time again.

The competition for recruits to the union is also fierce and this may
undermine a general drive to boost numbers of union members. There
still exists, despite calls for amalgamations, several trade unions and the
structural fragility weakens the union cause. Few administrative, pro-
fessional, technical and clerical (APTC) staff are recruited and this is
surprising since it is often middle managers who are the most vulnerable
in respect of job insecurity.

Differences of view are inevitable in these circumstances and it is
necessary to recognize valid differences of opinion. Construction man-
agers can benefit from improved communications which flow from strong
relationships with trade unions. The partnering culture could be extended
from business relationships to that between the employer and trade union.

Against this background the construction trade unions have a single
role and that is to represent the members’ interests, be it collectively or
individually.

At a collective level, the trade unions are responsible for negotiating
wages and conditions for their members. Wages negotiation is under-
taken nationally inside the regulatory framework for negotiating mini-
mum terms and conditions applicable in the construction industry. This
framework is discussed in Section 4.5. Clearly the ‘conditions” part of this
negotiation can take place at the national level but the trade unions will be
concerned to implement the agreement on sites and here the role is one of
policing the standards agreed at the Construction Industry Joint Council
(C1o).



54

Construction Management in Practice

Also at the collective level will be the trade unions’ involvement in
safety management. Here true alignment of interests between construc-
tion managers and trade unions may be seen to be evident. The role of
trade unions is also referred to in the chapter on safety management.

At the level of the individual, the trade unions are usually the first call
for members who are seeking redress for legal claims for compensation in
respect of injury or unfair dismissal. Of course this representational role
may go as far as the courts but is more likely to stop short and the trade
unions may act as a shock absorber in respect of individual grievances,
disputes and disciplinary cases.

During the late 1980s the union, in an attempt to staunch dramatic
losses in membership due to the recession, agreed to represent self-
employed members and has made efforts at improving the conditions for
the self-employed and supporting them in negotiations over piece rates
and support services on site to be provided by major contractors. The
ambiguous tax position of the 800,000 labour-only subcontractors was the
subject of an Inland Revenue investigation and the trade unions were
engaged in attempting to persuade contractors to take on subcontractors
as directly employed staff. This is now fully implemented and Inland
Revenue rules have encouraged employers to convert the self-employed
into being directly employed.

4.4.1 The trade unions involved in the industry

Despite the long history of trade unionism in construction, the numbers of
trade unionists in the building industry are small in comparison to the
labour force as a whole. The reasons for this are manifold. The craft
sectionalism and stiff competition for members has been mentioned, but
other reasons can also be identified. Firstly, the turbulent business
environment is prominent - the cycle of high levels of unemployment in
the industry to times of skill shortage is seemingly ever shorter. Secondly,
the imposition of Compulsory Competitive Tendering (CCT) for local
government service coupled with the strong concentrations of union
members in direct labour organizations (DLO) in local authorities meant
that building workers were working in a market as opposed to a service
environment. Indeed the decline in the importance of direct labour
organizations has meant that the unions have had to recruit more
extensively from the private sector. Figure 4.2 shows the pattern of
changes in private sector and DLO employment. Additionally the hege-
mony of management in the 1980s deterred many trade unionists from
being active in organizing and leading unions at the site. Finally, the
industry is dependent upon self-employed labour which, despite the best
efforts of the unions to recruit them, remain largely stubbornly hostile to
organized labour.
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Fig. 4.2 Changes in public and private sector employment.

Notwithstanding these problems the trade unions have a presence. The
unions involved in the industry are:

Union of Construction Allied Trades and Technicians
Transport and General Workers” Union
Amalgamated Engineering and Electrical Union
General, Municipal and Boilermakers Union

UCATT is the foremost of the building trade unions and is a product of
the union amalgamations of 1972. At this time several of the old craft
unions came together to form UCATT. The need for trade union mergers
had been set out some four years earlier in the Royal Commission on
Trade Union and Employers” Associations 1965-1968 (Donovan 1968).
The report pointed out that there is scope for many more mergers
between unions. In particular, it seems to us that problems caused by a
multiplicity of unions organizing in individual factories would be con-
siderably eased in a number of important industries if certain groups of
craft unions could be encouraged to amalgamate. This is particularly true
of engineering and construction.

Furthermore, George Woodcock, TUC General Secretary from 1960 to
1970, had encouraged the union movement to seek mergers wherever a
common interest bound them together. Given the background of declin-
ing membership of the traditional trade crafts, amalgamation became a
necessity rather than an ideological commitment. In 1972, agreement was
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reached between three principal building unions of the day, namely, the
Amalgamated Society of Woodworkers (ASW), the Amalgamated Society
of Painters and Decorators (ASP&D), and the Amalgamated Union of
Building Trades Workers (AUBTW).

As with most trade unions, the local branch is the basic unit of the
organization. UCATT has approximately 650 branches with the size of the
branch varying according to location. Branches of UCATT meet on a
monthly or fortnightly basis. UCATT has frequently been associated with
mergers, the aversion to amalgamating with other unions has been riven
by political differences between senior figures in the union movement but
at the end of 1995 the union had just over 100,000 members. Significantly
only 50,000 were employed in the private sector of the industry. The
structure of UCATT is shown in Figure 4.3.

The other major force within the construction industry is the Transport
and General Workers” Union (TGWU). This union, because of its general
nature, is organized by trade groups, with building and civil engineering
having its own trade group organization. This consists of national officers
and regional organizers who are elected by members in branches allied to
the construction industry. The structure is illustrated in Figure 4.4.

As can be seen, the grass-roots membership is organized into regional
sections and, in a general union such as the TGWU, workers in a particular
industry are organized into industry-based branches so that a region will
have building trade branches situated around a geographical area or a
particular site. These branches elect one delegate to serve on the Regional
Trade Group, which meets on a quarterly basis and has a full-time official
to serve it. Within the TGWU there are 14 different trade groups, each of
which elects a delegate to serve on the Regional Committee which over-
views the work of the region. At the same time, the Building Trade Group
will elect delegates to the National Committee of Building Trade Groups.
This body holds meetings on a quarterly basis and its prime function is to
review National Joint Council business. The National Committee of
Building Trade Groups also elects one delegate to serve on the Executive
Council of the union. The Executive Council is served by the General
Secretary of the union, who acts as its chief officer. This person is elected by
secret ballot by the whole membership of the union.

The union holds a biannual conference to which delegates are elected
from regions on a trade group basis. At these conferences, policy is
established and the General Executive Council carries out the union’s
policy between conferences. The union claims some 23,000 members in
the building trade group.

Amalgamated Engineering and Electrical Union

The Amalgamated Engineering and Electrical Union (AEEU) is a con-
solidated union which was produced in 1992 by mergers between the
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Amalgamated Engineering Union (AEU) (whose membership was
mainly factory-based, skilled engineering trades, but contained a few
thousand structural steelworkers) and the Electrical, Electronic, Plum-
bers, Telecommunications Trade Union (EEPTTU). In the context of
construction, the AEEU represents the interests of the electricians and
plumbers. The balance of membership leans heavily towards factory
workers rather than construction personnel and the agency inside the
union which deals with these trades is the Construction/Building group
which is not recognized by the Construction Industry Joint Council for
purposes of negotiation.

The General, Municipal and Boilermakers Union (GMB)

The origin of this union was as a general union which recruited strongly
in the local authority sector. Consequently, it organizes many of the
construction workers who are employed by local authorities. Its con-
struction membership is around 70,000 with the largest majority being
employed by furniture manufacturers, timber and woodworking shops
and those mounting exhibitions.

While its role is less influential than UCATT or the TGWU, it is a party
to the industry-wide agreements. In many ways, the GMB is well placed
to recruit members in projects where private finance initiative (PFI)
projects are undertaken. They seek to come to arrangements with pro-
moters of such projects to ensure that construction workers and those
who operate the facilities are in the GMB. The union is also very
European-minded and in 1994 it formed a construction consortium with
four European unions and a construction consortium which was bidding
to run work in the London to the Channel Tunnel rail link.

4.4.2 The role of the shop stewards

Trade unions are now less likely to be seen as the fomenter of strikes and
industrial unrest and their role is more likely to be resolvers of individual
difficulties. Within this process the shop steward is likely to be an
important person.

In the words of Clack (1967), shop stewards are “the shock absorbers in
the industrial relations machinery’. However the shop stewards will also
be the ‘policeman on the beat” in ensuring that the terms and conditions of
the national agreements are upheld at the site. One of the critical tasks of the
shop stewards, often in conjunction with the full-time officials, is to recruit
members and through a system of ‘check-off” ensure that the employers
deduct the union subscription from the employees” wages. The union then
collects the subscription in one tranche from the employer thus saving the
shop steward the cumbersome duty of collecting subscriptions each week.

Other functions will be to ensure that the health and safety regulations
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are kept and here the shop steward can greatly assist management by
adding his own voice to ensure that safety rules and regulations are
obeyed. It may be easier for a worker to be seen to be responding to a
colleague who has been elected than a manager who has not!

Each of the unions has a handbook which spells out the duties of the
shop steward. Once elected by trade union members on site, the shop
steward is officially accredited by the trade union and the union then
applies to the employer for official recognition, which should not be
unreasonably withheld. On large sites where more than one trade union is
likely to have a presence, the unions may choose to elect a “‘convenor’. The
facilities provided to this official will obviously vary from site to site, but
in certain circumstances could include facilities for interviewing new
employees, accommodation for meetings, access to a telephone and even
office equipment.

Additionally, employers are legally required to allow stewards time off
for trade union duties without loss of pay; the cost of such provisions
could be more than outweighed by the advantages of a healthy industrial
relations climate. Moreover, this type of cooperation is broadly encour-
aged by the governments’” Advisory, Conciliation and Arbitration Ser-
vices in the code of practice concerning the facilities to be made available
to union representatives.

More often than not managers use shop stewards as quasi-
management, acting as a go-between in communicating management
decisions. This is a misunderstanding of the role of the steward. Man-
agement must use its own line management to inform the workforce of its
decisions; however, such decisions are more likely to find acceptance by
the stewards if the stewards have been involved during some stage of the
decision-making process.

4.5 Management responsibilities in industrial relations

The construction industry has a bifocal view of the management of
industrial relations. At one level the employees have given their support
to the sustenance of the industrial relations machinery in terms of
ensuring that the formal collectively bargained agreements survive. The
evolution of the Construction Industry Joint Council in 1998 is evidence of
this. Similarly the trade unions have sought to extend the coverage of
issues dealt with by the collective bargaining machinery.

However, as was highlighted in the section on the industrial relations
machinery, there is a large distance between the formality of the national
agreements and industrial relations management on site. Drucker and
White (1996) describe this as ‘proceduralism’. The gap between agree-
ment and practice is shaped by the numerical and organizational weak-
nesses of the trade unions and while the employers” associations support
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the principles of national agreement, contractors forming the Major
Contractors” Group seldom implement the national agreements to the
letter. This is not to say that employers seek to worsen the national terms
and conditions, frequently take-home pay is topped up to match local
market conditions for labour.

This combination of a formal system of industrial relations being sup-
ported by an informal system means that the management responsibilities
of industrial relations can be complex. In order to identify these, the
section has been broken into four points:

labour-only subcontractors and industrial relations

the legal framework for the conduct of industrial relations
managing industrial conflicts

empowerment and industrial participation

4.5.1 Labour-only subcontracting (LOSC) and industrial relations

In the early days of subcontracting on a labour-only basis, Langford (1974)
reviewed the effect of LOSC on the construction industry’s conduct of
industrial relations. In a survey of 200 directly employed construction
workers 76 per cent of the sample felt that LOSC adversely affected the
bargaining power of the trade unions at site level.

Since this survey the debate has moved on and because of the political
and economical encouragement that Conservative governments gave to
labour-only subcontractors during the 1980s, coupled with the decay of
“union power’, the result is unlikely to be replicated. In the words of
Drucker and White (1996), the “entrepreneurial climate of the 1980s gave
some legitimacy to the position of the self-employed’. Winch (1998)
endorses this argument by noting that the culture of the industry per-
petuated ‘individualism” which ‘made the autonomy of labour-only
contracts attractive’.

This army of the self-employed often operates in gangs which may have
areasonable length of service with a particular contractor. What is evident
is that such individuals need managing and the provision for this man-
agement frequently comes from the gang-bosses. Part of this management
will be that traditionally associated with industrial relations - hours
worked, wages, conditions, etc. Consequently, the industrial relations
management is highly decentralized and conducted in small self-con-
tained cells. This would suggest that the management of industrial rela-
tions has been displaced and moved to those who perhaps have least
training to manage the process. This transfer of responsibility, as a by-
product of the subcontracting system, has made main contractors vul-
nerable to having their production stopped by one trade which impinges
upon the work of another. In such an unintegrated industrial relations
structure the industrial power may move not to unionized labour but to
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key craftworkers who are vested with the authority to damage progress of
a job.

In such elements, the formal rules of the industrial relations machinery
are unlikely to be of any great value and project managers are more likely
to rely upon personal persuasion and the building of shared agendas with
labour-only bosses to resolve potential industrial relations problems.

The informality of site practices, however, have to take place within the
formal regulatory system to which most of the major players within the
industry subscribe.

4.5.2 The legal framework

The industrial relations machinery is set within a legal context. One of the
benefits that employers and trade unions gain from participating in the
national bargaining round is that it gives access to the disputes resolution
machinery. While strikes have only occasionally been experienced in the
industry, it is noticeable that strikes act as a barometer for the general
conditions of trade. As work becomes short the labour force became more
docile.

Increasingly the law has been used to fashion how industrial disputes
are settled. The trend of industrial stoppages has been declining since the
early 1980s, but over the same period applications to employment tri-
bunals increased markedly. The message is that during the 1980s if you
had an issue with the boss you went on strike, nowadays you take them to
court. The law has encouraged this change and two pieces of legislation
have been influential.

The Employment Rights Act (Dispute Resolution) Act 1998

This act was a consolidating piece of legislation which brought together
the disparate pieces of law which governed the conduct of industrial
disputes. Industrial tribunals were rebadged as employment tribunals
and the structure and jurisdictions of the tribunals were set out. Other
methods of dispute resolution were mapped out and this included the
workings of the Arbitration, Conciliation and Advisory Services (ACAS)
scheme. Boundaries of compensation were also defined. An average
award for unfair dismissal in 2000-2001 was £2700.

The Employment Relations Act 1999

This piece of legislation was developed from the Government’'s White
Paper, Fairness at Work. The Act comprises five major planks of the
governance of industrial relations.

e New statutory procedures for the recognition and derecognition of
trade unions for collective bargaining to apply when unions and
employers are unable to reach agreement voluntarily, and a require-
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ment for employers to inform and consult unions recognised under the
statutory procedure on their training policies and plans.

e Changes to the law on trade union membership, to prevent dis-
crimination by omission and the blacklisting of people on grounds of
trade union membership or activities.

e Changes to the law on industrial action, in particular to certain aspects
of the ballot requirements and to enable dismissed strikers to complain
of unfair dismissal in certain circumstances.

e New rights and changes in family-related employment rights, aimed
at making it easier for workers to balance the demands of work and the
family.

e A new right for workers to be accompanied in certain disciplinary and
grievance hearings.

4.5.3 Managing industrial disputes

It has been shown that strikes and other disputes do not dominate the
construction industry but where they do occur it is frequently on large
sites. There are likely to be significant physically and politically as well as
in their visibility and are likely to be long-lasting and so enable unions to
recruit and retain members.

The complexity of major projects lies in the fact they fuse together many
different trades which may have membership to different unions, with
each union competing for membership and influence. Invariably jobs will
have a multi-interactive basis and may be covered by different national
agreements, follow different industrial relations policies, have different
‘custom and practice” traditions.

This situation leads to a variety of rates of pay for operatives of the same
trade employed by different contractors on the same site. The potential
problems in this situation have been spotted by large clients and they
have frequently specified that the industrial relations are managed before
work commences on site. The usual way this is put in place is for the client
to ‘nominate’ the site as being special and be subject to a procedure
agreement which would cover the site. This nomination, having been
agreed by the CIJC, causes the union to stimulate the drawing up of a
Project Joint Council which is made up of the unions, the principal con-
tractors and is often chaired by the client. This Project Joint Council is
charged with developing a procedure agreement which supplements or
even supplants the national agreement. The advantages of such project
based agreements are:

e negotiation at the start of a job can be anticipated in order to reduce
questions of demarcation and productivity

overtime can be controlled

the amount of shift time can be determined

the facilities to be provided for shop stewards can be decided

a policy can be formulated on any selection for redundancy
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Site agreements have become more popular for large sites and have
helped to calm industrial relations. The difficulties experienced in the
1970s in major construction engineering and petrochemical projects have
largely been avoided in the major projects of the 1990s. Certainly the
zeitgeist will have played its part - weakened trade unions, an admiration
for individual enterprise rather than social solidarity - but the role of large
site agreements has also contributed to industrial peace.

Perhaps the best example of the benefit of site agreements was
shown by the agreement used during the construction of the Channel
Tunnel. This was an unusual agreement in that industrial relations on
this project followed a pattern of joint regulation, and strong trade
union representation was encouraged and labour-only subcontracting
was discouraged. Fisher (1993) highlighted that industrial relations in
the Tunnel project was a success. The reason for this success was that
the management representatives saw the need for the Working Rule
Agreements to be upheld. John Donogue, the industrial relations man-
ager with Trans Manche Link (TML), saw a need to engender a philo-
sophy of ‘justice and care” applied to the 6,500 workers employed on
the project.

The management of industrial relations was driven by the acceptance
by TML and the unions of one site agreement based upon the National
Working Rule Agreement supported by Codes of Practice which were
applicable to all TML sites. The site-based agreement was issued to every
employee and subcontractor. This procedure ensured that subcontractors
could not undermine the principles of the site agreement. By managing in
this way, labour-only subcontractors were barred from the site. More
importantly, TML by giving support to the unions enabled the unions to
build an effective organization such that almost 100 per cent of the
employees joined either UCATT or the TGWU. Norman Willis (1992), the
former TUC General Secretary, summed up the success of this approach
when he observed:

There can be no doubt that the Channel Tunnel project is the most
important infrastructure investment under way in Europe, perhaps in
the world today, comparable to the Great Wall of China and the Suez
Canal. What is remarkable is that on this huge project there has hardly
been a day lost through strikes. Any problems have been dealt with on
the site. There have been excellent relations between the site officials
and full-time union officials.

The greatest crisis to industrial peace came not from traditional topics
such as bonus and pay but from the management of safety. The only
major stoppage concerned the safety issue: it was customary for men to
walk out for 24 hours after a fatal accident. The management of safety on
the Tunnel will be referred to in Chapter 5.
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4.6 Empowerment and worker participation

Over the past two decades, the issue of participation has largely dis-
appeared as an industrial relations issue in most industries in the face of
renewed management assertiveness fostered by government-stimulated
managerialism. Yet the overriding influence on all industries and firms
has been the drive for competitiveness. In their continuous search for
superior performance, firms have recognized the valuable contribution
that employees make and, more importantly, their potential for achieving
sustainable competitive advantage. The management of industrial
relations has been geared to managing such advantage as can be gained.
Goss (1994) argues that human resources have become the major source of
sustainable competitive advantage for most firms, based on the premise
that in an increasingly competitive market, both global and local, all firms
can obtain the same materials, equipment and other factors of production
at essentially equivalent cost, therefore the main competitive difference
between them is their human resource and how well it performs. The
growing importance of employees to the survival and success of firms is
also reflected in the development of human resource management (HRM)
specialists as opposed to industrial relations experts. A large number of
firms, across a wide range of industries and countries, have successfully
implemented employee participation to improve their competitiveness,
producing results such as improved quality, innovation, greater flexi-
bility, faster adaptability, but, more tangibly, increased productivity and
lower production costs (Cole 1979, Massarick 1983, Porter 1990, Coffey &
Langford 1998). These firms have recognized that the key to achieving
these results is the commitment of all the employees in the firm, which is
attained through employees being involved in decision-making which in
turn requires their genuine participation.

Despite the success of employee participation in other industries, there
are no discernible examples in the construction industry, an industry that
would appear to be well suited to its application. The lack of application
poses the question of whether there are fundamental reasons in the
organization, operation, work or workers of the construction industry
that prevents the successful utilization of employee participation.

The question of empowerment and participation is often taken as a
comprehensive package but Ramsay (1996) sees four strands, namely:

task and work group involvement
communication and briefing systems
consultative arrangements

financial participation

To an extent, participation remains contextual in its definition, but must
include certain defining characteristics of participation which have been
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identified by Tannenbaum et al. (1961) as decision-making, a conclusion
also arrived at by Blumberg (1968) who deduced from his extensive study
that decision-making was the critical component of participation.

Ramsay (1976) extended this view by noting that the most effective
means of providing this participation was involvement in some nego-
tiation procedure. This linked participants to the area of greatest interest
to them - their jobs.

The definition of participation with decision-making as its central
characteristic requires further development; for participation to be suc-
cessful it must be genuine, which in turn requires the decision-making to
be genuine. The significance of genuine participation is that it is essential
to the success of participation, a point confirmed by White (1979) whose
study of schemes of participation concluded that continued success was a
direct result of the genuineness of the participation. Allport (1949) iden-
tified that ‘only authentic participation taps central values, calls for the
person’s ego to be engaged with the issues’. Genuine participation is
defined as decision-making that is not subject to the review of approval of
the authority of any other individual or group. Verba (1986) originated the
concept of ‘pseudo-participation” to describe schemes of participation
that purported to be genuine but which in reality were not, a concept with
which Pateman (1970) concurred stating, ‘that participation must be in
something and in the case of industrial relations it must be in decision-
making’. Many of the reported schemes of participation and employee
involvement do not meet the test of genuine decision-making and cannot
be considered as participation.

A further characteristic of participation that must be defined is its form,
with respect to whether it is direct participation or indirect participation.
Stated in simple terms, direct participation occurs where each worker
affected by a decision personally takes part in the decision-making. In
contrast, indirect participation relies upon representation in which
workers’ participation in decision-making is undertaken through a
representative. The distinction also serves to define the scope, or span, of
the decision-making, direct participation is limited to decisions that only
affect the work of the individual and/or members of the group making
the decision, while indirect participation affects the work of a much wider
group. Indirect participation, because of its need for representation and
its wider span of decision-making is invariable formally designed and
organized, and generally originates from the management of the firm.

This formality was once represented by ‘hard forms” of participation
such as power-centred works councils but now worker directors have
moved to softer forms of empowerment and other techniques for devel-
oping employee commitment (Ramsay 1996).

A search for reported schemes of indirect participation in construction
revealed there to be no such schemes that could be considered genuine, or
that were operated at the worker level. A study of participation and
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construction was undertaken by Rosenfield et al. (1992), who studied the
application of quality circles which should be ideal for use in construc-
tion. He contended the only quality circle schemes that could be identified
involved first-line supervisors and their managers. No quality circle
scheme which involved workers on site could be found.

Glancy (1994) sees a number of techniques such as quality circles, semi-
autonomous work groups and more recently total quality management
(TQM) as vehicles for implementing task participation initiatives. How-
ever he doubts the durability of such techniques in advancing partici-
pation.

Indirect participation in the construction industry is perhaps the next
wave in the HRM function.

The difficulties of implementing such programmes should not be
underestimated. The structure of the industry, with high levels of
employee mobility and a high proportion of self-employed, diminishes
the opportunities for participation. Fisher (1997) agrees that in most
conditions joint consultation can work. This consultation can bring
together management and workplace representatives (whether unionized
or not), first consultations usually focus upon workplace issues con-
cerning the work tasks. This is the conclusion of Coffey and Langford
(1998) who studied the willingness of construction workers in the elec-
trical and mechanical trades. They found that workers ‘positively and
unequivocally want to participate in the organization of their work’. In
managing an external environment, the buzz word of the 1990s has been
partnering yet this concept can be extended to partnering between
employer and employee for the benefit of both.

4.7 The industrial relations machinery

It has been stressed earlier that there is a diversity between the national
agreements and local conditions pertaining on site. This diversity is a
reflection of the formal and informal systems of industrial relations,
which are held to coexist within industry as a whole. In building, the
formal system of industrial relations is characterized by the existence of
the Working Rule Agreement for the Construction Industry with its
assumption that its influence is industry-wide and is capable of imposing
common standards upon a diverse industry. Central to this acceptance of
the formal system is the understanding that most, if not all, matters can be
covered by collective agreements, with pay being determined by indus-
try-wide settlements. Disputes arising from the formal system are derived
from differences in interpretation of the national agreement.

In contrast, there is the informal system, which depends upon the wide
autonomy of construction managers and trade unions to determine
appropriate industrial relations standards. This autonomy recognizes that



68

Construction Management in Practice

collective bargaining at the site level is just as important as bargains at the
national level. At the local level, the issues which can be considered are
extremely wide and will incorporate such issues as discipline, redun-
dancy, work practices, etc. and will have a strong basis of ‘arrangements’
and ‘understandings’ acting to police the system.

It can be seen that the informal system can undermine the regulative
effect of the Working Rule Agreement (WRA), but many have argued that
it is more important than the formal system. However, it must be stressed
that total dependence upon the informal system is courting danger, since
it is likely to lead to very diverse conditions between company sites and
an over-reliance upon expedient methods of dealing with immediate
industrial relations policy. This is especially so when it is dealing with a
multiorganization setting where some union members may be directly
employed, others unionized self-employed and non-unionized workers
combining together on one project.

Here collective agreements are carried out at national and site level. At
site level, bargaining took place between contractors and union repre-
sentatives long before the first formalized industry-made agreement was
drawn up. The history of collective bargaining dates back to the for-
mulation of the National Joint Council for the Building Industry in 1926.
This body brought together employers” representatives and trade unions
for the purposes of establishing working rules for the building industry. A
parallel body was the Civil Engineering Construction Conciliation Board
which focused upon negotiating the civil engineering agreement.

In 1998 a new body, the Construction Industry Joint Council (CIJC), was
established. In June 1998 it oversaw the integration of the building and
civil engineering working rule agreements into one single agreement
covering the whole of the construction industry. Like previous joint
councils, it comprises a number of employers’ federation and trade union
representatives. Figure 4.5 illustrates the structure of the CIJC. Within this
structure the key players are the chair and vice-chair and the two joint
secretaries, one from the employers the other from the trade unions.

In comparison with the highly decentralized machinery that had
gone before, the structure is strongly centralized with no scope for
regional or local involvement (except in Scotland which has its own
regional council).

The functions of the CIJC are to draw up the Working Rule Agreement.
Like those before it, the WRA is a substantive agreement which attempts
to set down minimum standards for the industry as a whole.

Areas which the WRA covers include the following;:

wages

working hours

overtime rates

daily fares and travelling allowances
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Fig. 4.5 The Construction Industry Joint Council.

shift working and special conditions

subsistence allowances

holiday entitlements

sick pay

trade union facilities and negotiation procedures

termination of employment procedures

occupational pensions (under the Building and Civil Engineering
Benefits Scheme)

e disputes procedure

In addition to the national agreement, locally made procedural agree-
ments are encouraged, but the NWRA notes that any supplementary
agreement for a site must not conflict with the WRA. This is reinforced by
reference to the disputes procedure where the WRA takes precedence
(Working Rule 29). However, the site-based deals may be used to settle
disputes and grievances and this may go some way towards explaining
the relative unemployment of the formal disputes procedure which has
been embedded into the WRA (Working Rule 22).

Greater latitude is allowed for the bonus arrangements. Bonuses
account for a substantial portion of a building worker’s gross pay and are
a much larger proportion of the wage in building than in all other manual
trades. This element of the wage is left to local negotiation and is merely
an acknowledgement of ‘the decline in the intent to which industry-wide
agreements determine actual pay’ (Donovan 1968).
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The WRA acknowledges that its remit cannot extend to covering bonus
arrangements and so limits its advice to one sentence, ‘It shall be open to
employers and employees on any job to agree a bonus scheme based upon
measured output and productivity for any operation or operations on that
particular job” (WR2 Bonus).

An important aspect of procedural agreements is the principle of ‘status
quo ante’ (the situation which applied before). This means that changes in
the working conditions, rates for the job, bonus schemes, manning levels,
etc. should not be made without prior consultation with the trade unions.
It is now TUC policy to insist upon a “status quo ante’ clause in all new
procedural agreements.

With national firms, there is a tendency for procedure and substantive
agreements to be made between national officers of the union and the
employers, and where such arrangements are made there is a tendency to
write in details of working arrangements and site conditions. By doing
this, areas of possible differences are removed and as people employed
know what has been agreed there is less likelihood of a dispute when the
contract has commenced.

However, the question of disputes should not be overstated. While the
building industry has the conditions for unrest - dangerous working
conditions, low basic pay supplemented by fragmented bonus arrange-
ments and the fundamental unease in relationships between the
employed and the employer - strikes have not been a dominant feature of
the industry.

In the main, the absence of disputes can be partially explained by the
comprehensive disputes procedure laid out in the WRA (WR22 Grievance
Procedure). The procedure is paraded as a step by step route through the
disputes resolution machinery. Put diagrammatically, the route is shown
in Figure 4.6.

The working rule agreement also details the procedures to be used at
the conciliation panel including the rules for presenting evidence.

The WRA highlights that stoppage of work or ‘go slow” or lockout shall
not take place until the grievance procedure is exhausted.

Summary

The widespread use of labour-only subcontracting in the industry has
meant that the formal system of managing industrial relations as repre-
sented by the Construction Industry Joint Council is underused. The
informal system, which constitutes understandings and arrangements
made between management and arrangements made between manage-
ment and labour, is more likely to be influential but the formal system
provides the framework for these understandings. Consequently, issues
of wage rates, hours worked, site facilities, etc., are likely to be negotiated
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Fig. 4.6 Diagram of disputes resolution procedure.

by subcontractors and managers but the national conditions will be used

as a floor below which no one should drop.

The institutions which participate in the industrial relations machinery
have strong representational and lobbying roles in respect of government

policy but both employers and unions would like

to see greater numbers

of employers and workers in employers” associations and unions.
In many ways the growth in the size of companies has meant that the

traditional advisory role of the employers’ confe

deration has passed to

specialists employed by the company; the traditional role of the shop
steward in negotiating on behalf of the workforce has passed to the gang-

boss of specialist tradespeople.
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Questions

1. In comparison with many other industries, construction has a good
record in industrial relations. Discuss the factors which give rise to this
situation.

2. In the future it may be necessary to train multiskilled operators.
Speculate on the responses from the employers and the trade unions to
this prospect.

3. Evaluate the role of the Construction Confederation in the construction
industry. How is this role changing?

4. Large civil engineering projects are often the flashpoint for industrial
relations in construction. Explain why this is often the case and how
the situation could be improved.

5. Clients have a responsibility to improve industrial relations in con-
struction. Discuss how the client can have a positive impact upon site
industrial relations.

6. Are trade unions in construction governed democratically? Argue
your case with reference to the structure, and organization of the trade
unions.

7. You have been appointed as the industrial relations manager of a large
construction company. Your first task is to introduce yourself to the
senior site staff and to explain the role you expect to fulfil. Prepare a
paper, to be sent to senior site staff, which identifies your role and its
relationship to the work of sites.

8. The authority of the Construction Confederation is often under threat
from the constituent employers” associations. Explain why this may be
the case and what can be done to increase the solidarity of the con-
federation.
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Health and Safety in
Construction

The necessity for construction firms to adopt sound safety policies has
seldom been questioned and the Construction (Design and Management)
Regulations 1994 enforced the industry to accommodate changes in the
regime of managing health and safety. The organizational changes which
have been encouraged in the industry over the last decade have made
policing health and safety more diffuse. Among the changes influencing
the safety climate will be:

e New procurement routes have fragmented the traditional main con-
tractor control over large numbers engaged to work on a site.

e Client expectations for faster building have accelerated the pace of
construction - a factor which may encourage less safe practices.

e Larger projects which are higher are more likely to involve the
movement of large prefabricated components.

e There are now increasingly complex organizations for managing
projects and the safety systems.

The current debate sees trade union and employer unanimity regarding
the need to manage health and safety effectively. This was not always the
case. Trade unions have always called for a wider use of statutory
measures whilst employees have frequently, but not invariably, preferred
to deal with the situation without resorting to the external pressure that
the law can apply.

Whatever the nature of this discussion, which focuses upon ways of
achieving safer sites, there is a universal recognition that there is a moral
and economic necessity to maintain safe working practices on the con-
struction site. Unfortunately, the construction industry has become
stereotyped as an accident-prone industry, in fact only the mining and
fishing industries have higher fatalities per 1,000 workers employed.
There is some relief from this bleak picture in that the number of fatal
accidents experienced in the industry was falling in the 1990s, although
fatalities relating to the numbers employed rose sharply during 1997-98
but fell in 1998-99. Depressingly, the accident rates experienced closely
correlate to the level of activity within the industry - when workload is
high accidents increase with construction output.

Against this background the legal, economic and moral aspects of
safety in construction will be discussed.
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5.1 The magnitude of the problem

Some 889 people were killed in the construction industry over the period
1987-99. In addition, every year, approximately 2,000 workers are injured
seriously enough to keep them away from work for three or more days.
Construction accidents mostly happen to men going about their daily
work and, consequently, those involved with site safety must not only
concern themselves with large, technically complex sites but also with the
more routine problems of fragile roofs, site transport, scaffolds, etc. The
Health and Safety Executive’s figures for the sources of fatal accidents
confirm that the commonplace operation is the most hazardous. The pie
chart in Figure 5.1 indicates the sources of non-fatal major injuries in
1999/2000 and Figure 5.2 shows the trends for fatalities and major injuries
over the period 1995/96-1999/2000.
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Fig. 5.1 Non-fatal major injuries by kind of accident 1998/1999.

As can be seen, by far the greatest risk arises from falls and, perhaps
more surprisingly, the vast majority of accidents occur to experienced
tradesmen and building workers engaged in simple traditional activities.
Part of the problem arises from the nature of the work, but attitudes
towards safety should compensate for this. A site worker has greater
autonomy in carrying out work than, say, a factory worker, and therefore
there must be a corresponding degree of responsibility for his or her own
safety and the safety of others. However, the trends in accident perfor-
mance give some encouragement in the absolute numbers involved.
Figure 5.3 demonstrates that there has been a decline in fatalities and
notifiable injuries, but it must be pointed out that the annual returns
fluctuate considerably. What is less encouraging is that over the ten years
up to 1999, the fatalities have averaged at around eight per 100,000 people
at risk, which is typically four to five times greater than that for the
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Fig. 5.2 Fatal injury rates and major injuries (1995/6—1999/2000) per 100,000 workers.

manufacturing industry. With respect to disabling injuries, the chances of
such an event are almost twice that for the rest of industry. Many
explanations have been advanced for this disparity. The demand for
higher productivity which is being met by new building methods and
mechanization has been cast as one explanation. The challenges set by the
Latham Report (1995) for construction times to be reduced by 25 per cent
implied a need for urgency in construction programmes. This challenge
may be met by greater integration of design and construction, and man-
agerial improvements in the different processes involved in making a
building grow. It is perhaps unfortunate that Latham did not urge safer
construction as part of the culture change which delivered better build-
ings to clients, although John Egan’s (1998) task force sought safety
improvements to the industry. Notably part of the missing agenda is
giving construction workers healthier and safer working conditions.
These structural issues, coupled with the casual nature of employment
within the industry, have been put forward as the main explanations for
poor safety performance. The Swedish equivalent of the Building
Research Establishment (BRE) has identified stress as a major contributor
to accidents, the stress being caused by the accelerated tempo of work
carried out on sites with construction times being too short and the trades
working tightly behind one another, creating stressful, and, consequently
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more hazardous, working conditions. The progressive attitude of the
Swedes towards accidents is reflected in their good record in construction
safety, having an accident rate less than half that occurring in the UK.
However, Britain’s accident prevention work is probably more effective
than its other European neighbours and it is developing even further as
the Construction (Design and Management) Regulations become better
understood.

5.2 Health and safety legislation

There are two major pieces of legislation which govern health and safety
law. They are:

o The Health and Safety at Work Act 1974
e The Management of Health and Safety at Work Regulations 1999

Allied to these are several statutory instruments governing safety. Rele-
vant ones will include:

The Construction (Health, Safety and Welfare) Regulations 1996
The Construction (Design and Management) Regulations 1994
The Provision and Use of Work Equipment Regulations 1998
The Personal Protective Equipment Regulations 1992

The Construction (Head Protection) Regulations 1989

The Lifting Operations and Lifting Equipment Regulations 1998

5.2.1 The Health and Safety at Work Act 1974

Craig and Miller (1997) have argued that few areas of the law can have
been transformed in such a relatively short period of time as the area of
health and safety at work. The radicalism evident in the Health and Safety
at Work Act 1974 represented an entirely new philosophy of managing
health and safety. The Act itself prescribes general duties as listed below
but is supported by a raft of codes of practices and regulations governing
individual industries and actions.

One of the main areas of the Health and Safety at Work Act was to
sweep away the vast array of legislation and regulation which existed in
the late 1960s (over 500 pieces of legislation and regulation were in force).
It was initiated with the intention of creating a single legal and
administrative structure under which all workers and the public at large
were to be protected. It is an enabling statute imposing a general care on
all people associated with work activities and so is a change from pre-
vious health and safety legislation which was more concerned with
physical harm.
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Generally, the Act consists of new, or at least more specific, obligations
on managers, supervisors, and worker representatives and has four
particular aims:

1. To secure the health and safety and welfare of persons at work.

2. To protect persons other than persons at work against risks to health
and safety arising out of, or in connection with, the activities of persons
at work.

3. To control the keeping and use of explosive or highly flammable or
otherwise dangerous substances and generally prevent the unlawful
acquisition, possession and the use of such substances.

4. To control the emission into the atmosphere of noxious or offensive
substances.

One of the principal objectives is to involve everybody at the workplace -
management and workpeople - to create an awareness of the importance
of achieving high standards of health and safety, and the primary
responsibility for doing what is necessary to avoid accidents and occu-
pational ill-health lies with those who create the risks. With the Act came
specific duties that employers should perform. In particular, Section 2 of
the Health and Safety at Work Act specifies that employers are to ensure
the health, safety and welfare of all employees. From the generalized
duty, employers have detailed responsibilities:

e to develop systems of work which are practicable, safe, and have no
risk to health

e to provide plant to facilitate this duty, and this general requirement is
to cover all plant used at the workplace

e to provide training in the matter of health and safety; employers must
provide the instruction, training, and supervision necessary to ensure
a safe working environment

e to provide a working environment which is conducive to health and
safety

e to prepare a written statement of safety policy and to establish an
organizational framework for carrying out the policy; the policy must
be brought directly to the attention of all employees

However, the employees also have specific duties, namely:

e to take care of their health and safety and that of other persons who
would be affected by acts or an omission at the workplace;

e to cooperate with the employer to enable everyone to comply with the

statutory provisions

Obviously, these general duties imposed upon employers and employees
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have to be backed up with an effective inspectorate. The structure of the
inspectorate is shown in Figure 5.3.

Clearly, the inspectors are the persons who will be directly involved in
checking the safety of particular sites. As such, they are granted the power
to enter sites, at any reasonable time, for the purposes of inspection. The
inspection procedure may include the taking of photographs, samples,
etc., and the inspector may request site managers to provide documents
or any other information he may require in carrying out his duties. The
inspector has a duty to inform the workforce on a site of any matters
which are likely to be deleterious to the workers” health and safety, but the
inspector is also obliged to give the same information to the employer. If
the inspector finds that a site is in breach of the requirements of the Act,
then three possible remedies exist:

the issue of improvement notices

the issue of prohibition notices

the issue of ‘seize and destroy’ instructions

prosecute a person who does not comply with the above
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The improvement notice means that if a site is in contravention of a
statutory provision, an inspector may serve the improvement notice,
stating his opinion concerning the breach of regulation, the particulars of
the breach, and the demand that the contractor rectify the situation within
a given period. The prohibition notice arises when the inspector is of the
opinion that construction activities being carried out involve the risk of
serious personal injury. The inspector must state why, in his opinion, a
prohibition notice is necessary. The prohibition notice will instruct a
person not to carry on with an operation until the necessary steps have
been taken to improve safety. These notices may be immediate or
deferred. With seize and destroy notices, the inspector may seize and
destroy any article or substance which causes an imminent danger to
persons. These penalties have statutory authority but the underpinning
philosophy of the Health and Safety at Work Act 1974 is to move the
balance of safety control towards positive prevention of accidents rather
than punitive action after the event. This is perhaps a purely pragmatic
approach since the thousands of sites in Britain are covered by only small
numbers of site inspectors from the HSE, and consequently the chances of
a breach of law being discovered are low. Finally the HSE has powers of
prosecution if these orders are ignored.

The machinery for the detailed prevention of accidents is embodied by
codes of practice. Under Section 16 of the Health and Safety at Work Act
the Health and Safety Commission has the power to draw up or approve
codes of practice for specific working procedures. Observance of codes of
practice is admissable as evidence in any criminal proceedings for an
offence under the Health and Safety at Work Act. Firms may draw up
their own codes of practice, but it is important that these are approved by
the Health and Safety Commission. A full explanation of the regulations
as presented in Holt (2001).

5.2.2 The Management of Health and Safety at Work Regulations 1992

These regulations provide specific directions on how to carry out the
duties. A principal responsibility is the duty to undertake a risk assessment
of the hazards to which employees or the self-employed are exposed. The
purpose of this risk assessment has been described by the Health and
Safety Commission’s Code of Practice as being ‘to help the employer or
self-employed person to determine what measures should be taken to
comply with the employers or self-employed person’s duties under the
relevant statutory duties’ therefore, in essence, the risk assessment guides
the judgement of the employer or self-employed person as to the measures
they ought to take to fulfil their statutory obligations.

This risk assessment process is a vital communication document in the
management of health and safety. From the assessment, the workforce
should be told three facts:
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1. the risks that have been identified
2. what actions are to be taken to prevent the risks
3. risks associated with shared workplaces

5.2.3 The Construction (Health, Safety and Welfare) Regulations 1996

These regulations subsume the specific regulations concerning con-
struction work. These regulations were first incorporated into the Factory
Act which was repealed upon the introduction of the Health and Safety at
Work Act. Now the main body of construction-specific regulations are to
be found in the Construction (Health, Safety and Welfare) Regulations
1996. The 1996 regulations consolidated and updated a range of regula-
tions which were put in place during the 1960s. The thrust of these
regulations is that employees, the self-employed and construction man-
agers have statutory duties to ensure safe working practices on site. In
general they require employers to provide:

safe access and egress from places of work

safety railings to prevent falls

competent tradespeople to erect and dismantle scaffolding
designated areas where hard hats must be worn

rules concerning demolition

support for open excavations

rules for handling explosives

A new area of regulation introduced in the 1996 regulations was the
management and routing of traffic on site. Secondly, the Management of
Health and Safety at Work Regulations of 1999 required each site to have a
named person responsible for evacuation of the place of work. The con-
struction regulations require the site manager (or a named deputy) to be
responsible for controlling emergency situations. More generally, the
regulations require contractors to prepare risk assessments for their
employees and for other persons who may be affected by their activities
(such as members of the public). These risk assessments will need to
indicate:

e The seriousness of the risk.

o The type of assessment made. These may be routine or generic
assessments for situations which occur on every site or bespoke
assessments which are project-specific.

e The integration of the contractor’s risk assessment with those of other
contractors. In this evaluation, the assessment should indicate where
they will have no effect, limited effect and major effect on other con-
tractors.
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5.2.4 The Construction (Design and Management) Regulations 1994
(CDM Regulations)

These regulations emanated from European legislation. In 1987 the
European Commission launched the third programme on Health and
Safety at Work and later the Social Charter and Action programme in
1989. These programmes saw self-regulation under the guise of risk
assessment as being at the heart of the European approach to managing
safety. This approach was made into a European Union directive as the
Temporary or Mobile Worksites Directive of 1992. This was adopted by
the British Parliament as the Construction (Design and Management)

Regulations of 1994 (CDM Regulations).

The CDM Regulations shifted the emphasis for the control of health and
safety. Under the Health and Safety at Work Act the responsibility has
lain with individual firms to provide a safe working environment and

individual managers to police this environment.

As construction is a fragmented activity, this meant that a myriad of
employees (frequently as trade, specialist or subcontractors) had
responsibilities for safety management on different parts of the job.
Responsibility was organizationally and geographically dispersed. The
CDM Regulations moved the responsibility from the firm to the project.

In the CDM Regulations, the planning of safety is as important as cost
or time planning of projects and so may be handled in the same way.
Moreover, all parties to the construction process have responsibilities for
safety and their duties and the necessary components of safety planning

are outlined below.

The client

The client has a statutory duty to appoint a “planning supervisor” for
the purposes of preparing a safety plan and monitoring the imple-
mentation of the safety plan on site. (The work of the planning super-
visor is discussed below.) The client needs to provide the planning
supervisor with details of the project in terms of function, scale, loca-
tion, etc. The client also has responsibilities in selecting design con-
sultants who are able to offer designs which are not only safe to use but
are capable of being built safely. Finally the client must appoint a con-
tractor who is competent and can build the project in a safe way. This
may involve safety records being inspected as a qualification for selec-

tion as a tenderer.

The planning supervisor

The planning supervisor is responsible for:
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e creating a safety plan
e developing a safety file
e ensuring that designs are safe

The CDM Regulations state that the planning supervisor should be
appointed as soon as is practicable after the inception of the project.

The safety plan

The safety plan needs to be prepared before arrangements are made for
the contractor to carry out or manage construction work and the infor-
mation required in the safety plan should include:

a general description of the work

the timescale of the project

details of risks to the health and safety of the workforce
details of how resources are allocated in managing safety

This framework plan must be developed by the principal contractor and
each element of the construction will need to be subject to a risk assess-
ment. In many ways this will need to be presented as a method statement
with an emphasis on how the chosen method for constructing each part of
the works is good safe practice. The planning supervisor should advise
the client in the adequacy or otherwise of the safety plan.

The Health and Safety File

The file starts at the inception of the project and commences with details of
the design. The file is built up as the project progresses and can include
variations to the design and will be added to by the contractor as the works
proceed. Regulation 12 of the CDM Regulations puts in place mechanisms
for this file to be handed over to the client at the end of the project.

Ensuring that designs are safe

The planning supervisor is charged under the CDM Regulations to ensure
that the designer designs in a way which avoids risks to health and safety.
However, the need to design out hazards is bound by the caveat ‘so far as
reasonably practical’. The overall design process should not be domi-
nated by the need to avoid all risks during construction but the intention
is to encourage decisions at the design stage which reduce risks during
construction or assist contractors in devising safe methods of work.

In the design development stage, the designer will need to commu-
nicate design ideas to the planning supervisor and cooperate with the
planning supervisor to ensure that safe designs emerge for the project.
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The designer

Regulation 13 of the CDM Regulations implies that an integral part of the
design function is to balance design considerations and the effect upon
the health and safety of construction workers. This will involve the
designer carrying out a risk assessment. The duty of the designer is
limited to risks which the designer could reasonably foresee; that is to
people constructing, maintaining and repairing a building. The risk
assessment work will involve the designer examining methods by which
a structure might be built and analysing the hazards and risks associated
with these methods in the context of design choices. Those risks identified
should be tackled at source by reducing or controlling their effect. It
should be noted that some risks will have to be tolerated and the purpose
of the risk assessment is intended to draw attention to areas of risk in the
design which may be accepted or rejected and so stimulate a search for
alternative structures.

Where the contractor is to provide a detailed design, the designer
should indicate the principles of the design and describe any special
requirements for the purpose of construction. Where a hazard is identi-
fied, the details must be passed to the planning supervisor for inclusion in
the health and safety file. However, the CDM Regulations do not require
architects and engineers to dictate construction methods or exercise a
health and safety management function over contractors as they carry out
construction work.

Principal contractor

The CDM Regulations insist that the principal contractor shall undertake
the coordination of Health and Safety. This will involve the policing of
subcontractors to ensure that rules and regulations are adhered to. The
principal document developed to enable this to take place is the safety
plan.

It is the principal contractor’s responsibility to ensure that training
takes place and that subcontractors are informed of all risks. This com-
munication function is a two-way street since the CDM Regulations
encourage workers, be they directly employed or subcontractors, to dis-
cuss all matters which directly affect their health and safety.

Naturally the principal contractor has responsibility for monitoring
health and safety, with at least daily, if not twice daily, inspections for
breaches of safe working practices.

5.2.5 The Provision and Use of Work Equipment Regulations 1998

These regulations place a responsibility upon contractors to ensure that
plant and equipment to be used on site is safe and used properly. In
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5.2.6

5.2.7

5.2.8

5.2.9

instances where plant is shared (e.g. tower cranes), the installation and
management should be overseen by the principal contractor. In certain
circumstances the responsibility for equipment may be devolved or let as
a separate work package - but whatever the arrangements the details of
the control, coordination and management of shared plant should be
specified in the safety plan. Regulations regarding the wearing of hard
hats and the provision of protective clothing were subsumed into these
regulations when they were updated in 1998.

The Personal Protective Equipment Regulations 1992

These regulations require the employer to provide, without charge,
clothing to protect workers from inclement weather. Equally, employees
are required to use this personal protective equipment.

The Lifting Operations and Lifting Equipment Regulations 1998

This relates to the plans for reducing accidents whilst lifting equipment or
materials. Issues such as training in the correct ways to lift items need to
be considered. The regulations require a risk assessment to be made
before lifting operations commence.

The Confined Spaces Regulations 1997

These regulations relate to work in spaces which may give rise to
‘specified risks’. In construction, examples of confined spaces include
trenches, sewers, pits, etc. The hazards are said to arise from the nature of
the place of work and so increase the risks to safety and health.

The Reporting of Injuries, Diseases and Dangerous Occurrences
Regulations 1995

These regulations require all accidents to be reported to the HSE. Records
of these accidents must be kept by the employer for a period of three years.

To sum up the legislation framework, the principles underpinning the
protection of workers can be identified as follows:

o If possible, avoid the risk completely by using alternative methods or
materials.

o Combat risks at source rather than use measures which leave the risk in
place but attempt to prevent contact with the risk.

o Wherever possible, adapt work to the individual particularly in the choice of
work equipment and methods of work. This will make work less
monotonous and improve concentration, and reduce the temptation to
improvise equipment and methods.
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o Take advantage of technological progress which often offers opportunities
for safer and more efficient working methods.

e [ncorporate the prevention measures into a coherent plan to reduce pro-
gressively those risks which cannot altogether be avoided and which
takes into account working conditions, organizational factors, the
working environment and social factors. On individual projects, the
safety plan (Regulation 15) will act as the focus for bringing together
and coordinating the individual policies of everyone involved. Where
an employer is required under Section 2 (3) of the Health and Safety at
Work Act 1974 to have a health and safety policy, this should be
prepared and applied with reference to these principles.

e Give priority to those measures which protect the whole workforce or activity
and so yield the greatest benefit, ie. give collective protective measures
(such as suitable working platforms with edge protection) priority
over individual measures, (such as safety harnesses).

e Employees and self-employed need to understand what is required of them,
e.g. by training, instruction, and communication of plans and risk
assessments.

o The existence of an active safety culture affecting the organizations responsible
for developing and executing the project needs to be assured.

5.3 The cost of safety

The moral question for safety has been promulgated and, as we have seen,
there is a legal requirement for the provision of safe working environ-
ments for building workers and passers-by. But added to these impera-
tives will be an economic incentive to ensure safety. In an era when
controlling costs and time in projects is a significant factor, it is impossible
to ignore the economic argument.

Assigning monetary values begs a rhetorical question: ‘Can a mean-
ingful cost be applied to accidents?” For material losses in which no injury
occurs, the accounting of loss can be easily assessed; where human loss is
concerned, the costing becomes difficult and burdened with ethical pit-
falls. A life or a human facility cannot be credibly evaluated in terms of
money. Yet money is the resource which is used to compensate injured
parties or relatives (in the event of a fatality).

The courts, insurers and government ministries charged with man-
aging health and social security have suggested the amounts paid as
compensation are very variable. There seems little pattern of awards paid
by the courts for compensation in accidents. Consequently it is a fine
judgement as to whether it is better to risk litigation with its high risk and
high costs.

Most compensation payments are paid by contractors” insurers but this
should not be a disincentive to improve safety. Insurance companies will
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base premiums on safety performance and poor safety records will be
reflected in the premiums paid. However, there are doubts as to whether
the premium-loading for poor performances is adequate since insurance
companies will use a portfolio approach and spread risk across all policy
holders rather than discriminate between good and poor safety perfor-
mances.

One approach is to treat the direct costs of accidents and the costs of
preventative measures taken to avoid them as the total accident cost and
then seek to minimize this cost. In construction, the costs of accidents will
fall as safety measures increase; this is presented graphically in Figure 5.4.
If this relationship is accepted, then we have two components: accident
cost and prevention cost. As we reduce risk, the accident cost will also be
reduced, but in order to reduce risk we must spend money on accident
prevention. Therefore, we have an intersection of graph lines in Figure
5.4. Now, by adding together the accident cost and the prevention cost, we
shall develop a dish shape and the lowest part on this curve will indicate
the optimum expenditure on safety prevention.
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Fig. 5.4 Determining optimum costs of accident prevention.

The difficulty with this approach is that it does not take into account the
subjective nature of many accident costs. Sinclair (1972) has attempted to
quantify accident costs by breaking accidents down into three parts:
fatalities, serious injuries (over four weeks off work), and other injuries.
The cost of accidents can then by expressed as:

Ca = Rpx(Aop) + Rs(Ags + Aos) + Ro(Aso + Aoco)
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Where Ca = annual accident cost per worker
Rp = annual risk of death per worker
Rg = annual risk of serious injury per worker
Ro = annual risk of other injury per worker
and average Ag = subjective element of cost
Ao = objective element of cost

With subscripts D, S, or O for death, serious injury, or other injury, as
above.

Sinclair has applied this method to large groups of workers, and with
industry-wide figures, the cost of each accident has some relevance when
compared against the cost of prevention.

The cost of prevention can be based upon more objective data. Com-
panies can abstract from records the costs of safety in terms of the provision
of safety administration, protective clothing and equipment, insurance,
extra manning for safety reasons, estimated loss of production due to
unavoidable hazards on sites, etc. The value of the costs of prevention per
worker can be compared against the costs of accidents per worker. Sinclair
has argued that when the preventative costs of accidents equal the costs of
accidents, the optimum cost of prevention has been reached. This approach
has its critics, since there will be a time lag between the institution of
preventative measures and their effect, but it can be used as a yardstick by
which accident prevention programmes can be evaluated.

A simpler, and probably more practical, approach was put forward by
Capp (1977) who analysed the actual cost of accidents in industry. The
cost assessments are based solely on the working days lost by injury
which are reported to the Health and Safety Inspectorate. The study was
carried out in 1970 when approximately 23 million days were lost through
accidents or industrial disease, with the average accident/incident ratio
of 34/1000. However, these figures are based upon reported accidents
which resulted in more than three days off work yet, as many surveys
have pointed out, considerable numbers of firms in construction do not
report all accidents. One such survey was carried out by the Govern-
ment’s ‘Labour Force Survey’ in 1994, when the number of claims for
industrial injury benefit relating to people injured in construction work
was compared with the number of injuries actually notified by employers
to HM Factory Inspectorate during the same period. The study revealed
that some 38 per cent of legally notifiable cases were not being reported.

Hence, the real cost of accidents may be far greater than that revealed
by calculations based on official statistics. Nonetheless, it is useful to
evaluate the available data. Several assumptions are made:

e The loss to a company is the total return for an employee’s labour at an
average daily rate of £70 with companies involved in accidents having
to pay 200 per cent of this figure; 20 days average absence.
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e Two hours has been assumed as the time lost for treatment and inci-
dental disruption and assistance to injured persons.

e The average cost of repair or replacement resulting from each incident
of property damage is £300.

e Insurance premiums are increased by 20p per £100 of wages.

e Assume an accident rate of 33 accidents per 1,000 workers at risk in a
year (1994 figures).

e 240 days are worked each year.

From the above assumptions, the calculated cost of £433.22 per employee
to a company with 1,000 employees is presented in Table 5.1.

Table 5.1 The cost of safety

Predicted Actual Value
accident rates ~ Category number Loss (£)
1 Reported accident 33 33 x 20 days = 660 92,400

Loss to company: days lost per 1,000

200% of wage workers at 200% =

rate 1,320 days at £70 per

day

10 Minor accidents 330 330 x 2 hours = 660 10,220

hours lost per 1,000
workers = 73 days at
200% = 146 days at £70

per day
30 Property damage 990 990 x £300 297,000
Insurance costs 20p per £100 wages for 33,600
1,000 workers
0.2 x 16,800
00 % 1,000
Total cost per 1,000 employees 433,220
Cost per employee (per annum) 433.22

To the figure of £433.22 wasted per employee is to be added the con-
sequential costs such as delay and lost production and, therefore, the figure
is, by nature, conservative and estimates of the rates of consequential loss
have been gauged at three or four times the direct losses rates.

5.3.1 Indirect costs

The table clearly omits the indirect cost of injuries. Lingard and Rowlin-
son (1994) assert that indirect costs are four times that of the direct costs.
Levitt and Samelson (1987) and Hinze (1997) have created a list of the
sources of indirect costs which is presented below.
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Injured worker costs

e Jost productive time on the day of the injury
e reduced productivity upon returning to work

Transportation costs

e transporting injured worker to obtain treatment
e arrangements and attendance by other personnel

Crews costs

e lost productive time while assisting injured worker
e reduced productivity caused by injured worker
e reduced productivity caused by replacement worker

Costs of hiring a replacement worker

e administrative costs of locating and hiring
e training and orientation costs
e reduced productivity due to low familiarity with work

Other crew costs

e direct impact on the activities of another crew
e lost productivity while watching or talking about injury
e reduced morale of company employees

Supervisory costs

assisting the injured worker

investigating the accident

preparing the accident or injury report

time spent with media for dramatic incidents

time spent with regulatory inspectors and insurance representatives

Others

e damage to company image
loss of opportunities to qualify for tendering due to poor safety record
scare people who want to enter into the industry, thus increasing
labour shortage problem

Another approach is to offer incentives for good performance rather than
penalize bad performance. Some clients, in an attempt to encourage safe
working practices, have included fully specified safety-related items in a
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bill of quantities or other bid document. These items are then certified and
the contractor is paid for them when they are performed. Failure to per-
form would result in the payment being withheld.

However, it is important to stress that the economic aspects of safety
should not be seen as the prime motivator for construction safety. The
central issue is the intangible element of a secure and healthy workforce
for construction. Cost considerations and calculations of cost optimization
can only be seen as a guide to determining priorities and improving
health and safety in construction.

5.4 The role of the safety officer

Contractors should give careful thought to the role of the full-time safety
officer. Two basic concepts exist about the role:

e safety officers should be advisers to site management
o the safety officer undertakes the safety responsibilities on sites

Whichever modus operandi is adopted, the safety officer will have
responsibilities for:

o the development of a safety culture
e the delivery of a safety policy
e the provision of safety training

5.4.1 Safety culture

A vital ingredient in generating safe working is the safety culture which
pervades a construction organization. Anderson (1997) sees safety culture
as a mixture of individual and group values, attitudes, perceptions,
competencies and patterns of behaviour that determine the commitment
to, and the style and proficiency of, an organization’s safety management.
In short, the safety culture is the distillation of beliefs that members of an
organization share about safety. This culture cannot be manufactured and
installed; it has to grow organically, it will take time to take root. The
reward is that those who work in the firm do not merely comply with
safety rules and regulations but have internalized the need for safe
working. The features of a safety culture can be identified:

e leadership and commitment to safe working from the top which is
genuine and visible

e there is a long term strategy

e there must be a policy of high expectations, conveying a sense of
optimism about what is possible which is supported by appropriate
procedures
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e a sense of ‘ownership” of safety standards with widespread involve-
ment in the policing and training for safety

e targets established for safety performance and measured regularly to
compare performance with the targets set (naturally these targets
should be realistically set)

e good safety behaviour should be a condition of continuing employ-
ment and considered in annual appraisals

e a management information system which includes the evaluation of
safety as well as commercial information

In this way, construction firms can move towards a safety culture - it is an
effective, resilient and painless way of improving the safety climate in an
organization. The safety officer will be an important agitator for a strong
safety culture.

5.4.2 Safety policies

As has been seen, the Health and Safety at Work Act 1974 contains a
strong element of self-regulation. It seeks to stimulate firms into having an
efficient organization for health and safety. This approach of self-
regulation has obviously created problems for firms operating in the
construction industry. Management has to contend with a variety of
problems which will vary from site to site during the progress of the job.
Climate, regional differences in the labour force, time of year, type of
contract, method of payment, type of employment practices, and labour
mobility all mean that construction management will have a difficult job
to control safety on the site.

The demands put upon the industry by Latham (1995), with calls for 25
per cent reduction in time and 30 per cent reduction in the cost of
building, impose fresh challenges to managers who have to meet new
demands while maintaining a safe working environment.

Successful firms within the industry have solved their difficulties
without affecting productivity and have effectively integrated the safety
and health of the workforce into the mainstream of their organizational
operations. Progressive management will argue that the safety and health
of workers must be as equally well-organized as the commercial aspects
of their company.

However, there is a wide diversity in attitudes to safety within the
industry. It is noticeable that the number of fatalities is disproportionately
higher in smaller organisations despite the biggest proportion of the
industry’s workforce being employed by larger contractors. Perhaps it is
not surprising that the larger organizations have a better safety record for
they have the resources to attend to safety and can monitor safety by
employing specialist staff. The more casual operators within the industry
are less likely to have such specialists. Despite this difference, employer
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concern is vital since it is widely recognized that a company’s safety
policy lives or dies by the support it receives from top management. This
commitment to safety from the top is important and it must be empha-
sized that a safety policy developed by management must be more than a
statement of good intent. Senior management must show a commitment
to safe and healthy working conditions throughout the company. The
Health and Safety Commission have identified a reasonable test of sin-
cerity: they suggest that top management should be seen to support site
management when decisions are taken which relegate profit below a
concern for safety.

In general, the safety policy must be backed up by organization and
arrangements which will secure the maximum effect. A typical organi-
zation structure for the control of safety is shown in Figure 5.5.

It is not intended to describe the detailed arrangements for the orga-
nization for safety, because each company will have its own style and
manner of operations and the intention behind the self-regulation prin-
ciple is that safety policies should reflect a compatibility of safety pro-
cedures and general organization. However, some general rules can be
developed:

e the delegation of responsibility for safety down to the workforce

o the identification of key personnel to direct the safety effort in specific
areas of work (e.g. plant maintenance, keeping of records, etc.)

e the development of job descriptions which emphasize that site man-
agers are accountable for safety on site

e the monitoring of safety by the safety officer of a company and the
submission of reports to senior management in such a manner that
they have a picture of what is happening on site in terms of health and
safety

e a strong emphasis on the development of safe systems of work

e the importance of good communications between sites and head office
over safety matters

The last point, concerning communications, needs close attention. In
particular, firms may need to ensure that safe systems manuals are
transmitted to sites where they will be needed. Additionally, information
will need to flow between sites and head office which will make senior
management aware of the site conditions and will alert sites to the senior
management’s attitude toward safety. Finally, a good communication
system can assist in the circulation of information concerning new hazards
within the company and the industry in general. The transmission of
information concerning safety has been one of the traditional roles of the
employers’ associations, and the CEC plays an important partin providing
information on matters of health and safety to their members. The trade
unions allied to the construction industry can also provide information.
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Fig. 5.5 A safety structure for a contracting company.

5.4.3 Safety training

Many of the larger contractors have a well-developed programme of
safety training, but as yet there is no systematic, comprehensive training
provision within the industry. Much of the training carried out is done in-
house and is occasionally supplemented by the Construction Industry
Training Board (CITB).

Safety training should begin with the new employee and continue
throughout the time he or she is with the company. The type of training,
frequency, material presented, and presenter of the material will
obviously vary with the type of employment and trade involved. How-
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ever, safety training should be given to all employees regardless of pre-
vious experience. The focus of this in-house training should, of course, be
the company’s safety policy, but specific information may be imparted
verbally with a discussion of the company’s attitude to safety. Such items
as the statutory requirement for the wearing of protective clothing for
particular tasks, the location of first-aid equipment, and the person(s)
qualified to administer first aid are pieces of basic information which can
be transmitted verbally.

Even experienced workers can benefit from additional on-the-job safety
training. One of the most effective means is the use of periodic safety
meetings with the use of visual aids to dramatize the effects of poor
adherence to safe procedures. However, such meetings should only be
long enough to present the desired information, and are often best
undertaken in an informal setting where workers can contribute obser-
vations concerning safety on site. Some of the matters that can be dis-
cussed at such meetings could include:

e information on accidents that have happened elsewhere on similar
sites (the company safety officer should keep site managers informed
about such accidents and any conclusions that have been drawn from
them)

e precautionary measures necessary on any new section of the work

e reviewing first-aid procedures (see review of Health, Safety and
Welfare Regulations)

e pointing out (preferably without mentioning names) any unsafe
practices that have been noticed

The spread of Vocational Training and competency testing through
National Vocational Qualifications for construction trades has presented
more opportunities for safety training to be presented as part of such
training programmes. Certainly the Trade Unions have a view that safety
training should be strongly featured in the courses that train trades-
people.

Part of this training will be technical and procedural but much benefit
can be obtained from attitudinal and behavioural changes. The most
recent efforts at safety improvement have been focused upon behaviour-
based safety management. The objectives of such improvement pro-
grammes are to increase the incidence of safe behaviour by site workers.
Such research has had widespread acceptance of its potency, with
research on the theme of behaviour modification being reported from the
UK, Hong Kong and Finland. The underpinning theory of behaviour
modification programmes is that the motivation of workers to avoid
accidents is a key factor in the quantity and type of accidents that occur. In
short, if workers are motivated to work safely then they will do so and
moreover if this motivation comes from within themselves then perfor-
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mance will improve. In order to test this theory researchers have set up a
number of site-based experiments to empirically validate that behaviour
can be changed by positive intervention into the safety management
programme and that this positive intervention leads to benefits in terms
of safety performance.

Most of the experiments conducted have followed a set pattern. This
may be characterized as follows:

1. Measure the safety climate by observations of the site. The breaches of
safety protocol contribute to a safety score. Low scores indicate
potential hazards lurking on site.

2. Low scores stimulate a safety training session and publicity in site
offices, workplaces, etc. emphasizing this training.

3. This safety climate of site is then remeasured to test for any change in
the safety climate.

4. Selectively withdraw the improvement programme and test for
changes in safety climate.

Obviously the intention is for the interventions to improve safety. The
results of the experiments conducted are not uniform. In Hong Kong,
Lingard and Rowlinson (1998) reported on four areas of safety perfor-
mance:

site housekeeping

access to heights

the use of bamboo scaffold

the use of personal protection equipment

The three-step process outlined above was implemented with the “use of
personal protection equipment’ being used as a control. In a 34-week
experiment on seven sites the research scaled the safety climate in each
area of performance. For example, issues such as the safety of material
stacks would contribute to the ‘housekeeping” dimension: the proportion
of ladders which were lashed to the scaffolding would be indicative of the
strength of the safety climate in this aspect of safety performance. The
outcomes of this safety audit were represented on charts and displayed.
The impact of the safety training was measured and in Hong Kong the
results of the intervention are summarized in Table 5.2.

The researchers note that these results need to be interpreted cautiously
since the predominant method of payment for Hong Kong construction
workers is piecework or, when directly employed, a bonus is payable for
faster than average work. Consequently the researchers present the caveat
that the attractiveness of reward for quick work is greater than the value
of obtaining a higher safety profile.

Earlier experiments in the UK by Duff et al. (1994) generated safety
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Table 5.2 Behaviour modification and safety

Effect of behaviour Effect when behaviour
Safety element modification modification was withdrawn
Housekeeping improvement on all seven deterioration on six of seven
sites sites
Access to heights improvement on three sites no significant deterioration
deterioration on two sites
Bamboo scaffolding (only no significant improvement no significant deterioration
four sites studied)
Use of personal protection effect not measured effect not measured
equipment

improvements by using behaviourally based management techniques. On
six sites, a regime of goal-setting and performance feedback was estab-
lished. The theory behind this technique is that goals are a powerful
regulator of human activity and that performance targets to meet the set
goals (provided that the goals are specific, legitimate, achievable and
accepted by those who are charged with achieving the goals) stimulate
improvements. Feedback acts as important information and shapes per-
formance.

The relationship between goals, performance and feedback can be
exposed as a classical contract loop as shown in Figure 5.6.

Goals set to reduce Performance
accidents monitored

Feedback on safety
performance

Fig. 5.6 The relationship between goals, performance and feedback.

Duff et al. (1994) set up an experiment to test this theory. They started by
identifying 99 common causes of accidents and tested the importance
level of risk and severity of injury associated with each hazard. The 99
hazards were condensed to 24 and then were classified into four com-
posite measures of safety. Again scaffolding, access to heights, house-
keeping and personal protective equipment were the measures selected.
From this the safety ‘temperature” was scaled for each site by an activity-
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sampling method. From these, safety temperature goals for safety
improvements were set and transmitted to the workforce, the perfor-
mance was monitored and feedback charts prepared and displayed on
site. Simple graphs which showed the target level and actual performance
on a week-by-week basis were provided. Supporting this feedback were
training packages: here operators were exposed to 15-minute slide pre-
sentations which focused upon the dos and don’ts for each category
under examination (scaffolding, access to heights etc).

The results showed that these interventions dramatically improved the
safety performance. In order to validate this finding, the researches
withdrew feedback and training support but continued to measure safety
performance. As expected the withdrawal of the feedback diminished
safety performance but it did not decline to the level found at the start of
the experiment. The cycle of intervening and withdrawal demonstrated
that safety performance could be improved by modifying the behaviour
of construction workers. The pattern of performance could by typified as
shown in Figure 5.7
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Fig. 5.7 The expected effect of the two-cycle intervention pattern.

The type of interventions were presented in three formats, goal setting,
feedback and training, and these three interventions were manipulated to
test for the most effective. The researchers concluded that ‘goal setting
and feedback was better than feedback alone and that the addition of
training did not provide benefits’. Although these results are not con-
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clusive, they do suggest that behaviour modification programmes have
greater impact than safety campaigns or safety training.

The researchers acknowledge the commitment of management and
operators to safety performance as a key variable. On sites where man-
agement was cooperative and supportive the improvements made were
the greatest; where hostility and suspicion were experienced then per-
formance improvements were weakest. The operators were invariably
supportive of the work and enthusiastically awaited performance feed-
back.

5.5 Changing attitudes to safety

5.5.1 Monitoring safety performance

It is widely accepted that management and workers jointly contribute to
the inherent risks associated with construction work. Both accept the high
injury rates as a ‘fact of life” with the annual accident figures at company
and industry level acting as a catalyst for action or inaction. If accident
figures for a particular year are better than the previous year, complacency
sets in; if they are worse, then safety becomes more central to the concern of
the company and the industry. There may also be a normalizing process
associated with accident rates: to stay within the boundaries of the pre-
vious year’s returns is often seen as an acceptable philosophy. Inevitably,
counting the number of accidents will continue, but a more positive
approach may be possible by counting the number of lives ‘saved” instead.
With this approach in mind, the Construction Central Operations Unit of
the Factory Inspectorate encouraged the measurement of safety perfor-
mance beyond the comparison against the previous year’s statistics. Such
an approach would systematically classify a hazard for its significance and
principle cause, with the result of identifying whether an accident arose
through the failure of site supervision or from inadequate training or
information. For instance, the maintenance arm of Railtrack (1996) creates
matrices which use two dimensions to evaluate safety. They are:

e likelihood
e severity - safety and loss

They have scaled each dimension as follows:

Likelihood Severity

1. Very unlikely 1. Injury - no time loss

2. Unlikely 2. Minor injury - less than three days off
3. Likely 3. Injury - more than three days off

4. Very unlikely 4. Major injury, damage or loss

5. Certain 5. Fatality, catastrophic damage or loss
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Certain Redesign process Stop process
T immediately
Watching point Improve process
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Fig. 5.8 Using two dimensions to evaluate safety.

These factors may be combined to advise on appropriate actions. Figure
5.8 is not the Railtrack model but may be used as a general guideline.

A more quantitative analysis can be determined by the use of ‘critical
incidence techniques’, whereby information is collected from experienced
personnel on hazards, near misses and unsafe conditions and practices.
The technique involves interviewing workers regarding involvement in
accidents or near accidents. Tarrents (1977) has noted that people are
more willing to talk about ‘close calls’” than about serious accidents in
which they were personally involved, the implication being that if no loss
ensued, no blame for the accident would be forthcoming. In effect, the
critical incidence technique accomplishes the same as an accident inves-
tigation, by identifying the type of hazards that could result in injury or
damage. It has been estimated that for every mishap there are 400 near
misses and, consequently, by sampling all persons in a firm, a large
sample size can be used as indications of areas in which improvements
are necessary.

This approach is one of many which attempt to measure site safety
performance. Firms can use their available data to review safety perfor-
mance over the preceding twelve months. Central to this approach is the
systematic classification of every hazard, with indications of its sig-
nificance and principal cause. In this way it is possible to note whether the
hazard arises from a failure in site supervision, senior management, or
through inadequacies in training, instruction, or information.

However, this approach should not be seen in a wholly negative
manner as positive aspects of site safety should be recorded as well as the
misdemeanours. The identification of responsibility for an accident has its
drawbacks in that a safety officer requires the cooperation of the line
management if his or her job is to be done effectively. By allocating
responsibility, the safety officer may destroy a good relationship and
hence the motivation of line management to improve safety on site.
Assessment schemes can be unpopular with line management, because
they are seen as threats to their self-esteem, and consequently line man-
agement can become obstructive in order to cope with these threats. In
particular, line management may start to question the measurement
criteria, with the consequence that the importance of safety inspection is
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demoted. Also, the source of the assessment - the safety officer - becomes
another source of external pressure, rather than a cooperative colleague.

These difficulties can be overcome by using the assessment as a
measure of positive values and not negatives ones, with each hazard
being assessed systematically for its liability to cause accidents and the
extent of the risk it poses. If a numerical scale is used, then this should be
adjusted where satisfactory protective features are noted on site. This
aspect is important, since site managers are being assessed on what they
have achieved in terms of safety and health. It emphasizes that safety can
be managed in the same way as other aspects of the resources found on a
construction site. Care should obviously be taken to ensure that an
assessment discussion is not carried out in an authoritarian way, with the
company safety officer sitting in judgement on the site management team.
Equally important is the correct structuring of assessments so that site
managers feel that they are receiving fair treatment. Of particular
importance in this respect is the alerting of site management as to when
assessments will be taking place, and information on the criteria of
assessment, pointing out the health and safety issues that are of prime
concern. Finally, the assessment should begin by giving site management
the opportunity to discuss the difficulties they have experienced in
attaining high standards of health and safety. Naturally this process of
cooperation is not meant to obscure the facts - if a site is poor, then this
must be said - but the basic principle is to encourage positive attitudes
rather than hostility and resentment.

5.5.2 Safety and incentives

Working hours and incentives also have a bearing upon accidents and
management may wish to review policy on these issues in order to
improve health and safety. It has long been accepted that efficiency falls
when excessive overtime is worked, but accompanying the fall in effi-
ciency is a rise in accident rates. In construction, the use of overtime is
widespread, and the reasons for this are clear: workers like the additional
income and management can gain better utilization of existing workforce.
However, the moral to be drawn is that managers who are concerned with
safety and accident prevention need to look closely at overtime working,
and it may be necessary to limit actual working hours to the European
working hours directive.

Construction workers are also highly dependent upon incentive pay-
ments to supplement the basic pay. Piecework is widely used in con-
struction through the labour-only subcontracting system of employment.
It has often been suggested that labour-only subcontracting does little to
improve safety consciousness or to encourage safe working methods at
site level. This may be the effect of haste, the lack of stability within the
labour-only workforce, and the financial gains to be reaped from an early
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finish, all of which tend to lessen the importance that should be attached
to safe working conditions. These views are seldom borne out by the facts.

The primary incentive scheme for directly employed workers is a
production bonus scheme. This type of incentive would appear to do
least harm. Various reasons have been put forward for this. Many
people have often argued that incentives do little to directly motivate
but benefits arise from the intangible effects of better organization or
production and this in itself will create a safer working environment.
Another view is that incentive bonuses are so often a lottery and have
little to do with workers” efforts. As the authors of 2000 Accidents,
Powell et al. 1971, observe:

‘In the general accident situation bonus pay is unlikely to correlate with
accidents at work because there are few cases where it properly reflects
the human work content of the task.’

However, abandoning bonus payments in the construction industry
would be universally condemned when it constitutes an important
element of the take-home pay. Nonetheless, management must be aware
of the additional hazards which may be created by the use of bonus
schemes and to evaluate how far incentives for safer performance can be
incorporated into their operation. But incentives are not limited to
finance: there can be competitions between sites to encourage better safety
performances. Such schemes have the benefit of encouraging safety
awareness on site and fostering a spirit of cooperation between man-
agement and workers on safety matters. Competitions do, however, have
their detractors, who argue that they encourage non-reporting and non-
recording of accidents. As one union official drily commented when his
firm had won a safety award: ‘It’s all walking wounded. That’s what we
call it

The general conclusion is that while incentives to achieve greater out-
put and greater safety should not be discouraged, they should be care-
fully examined to ensure that they do not contain features which militate
against genuine safety and accident prevention.

Summary

It has been argued that contractors have a moral, economic, and legal
responsibility to ensure that working conditions on site are healthy and
safe. But provisions for safety must commence before the construction
phase of a project; architects and engineers must have the technical
knowledge to design buildings which can be safely constructed, as well as
a commitment to safe working conditions for site workers. Indeed, they
are legally required to do so by the CDM Regulations.
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To generate safety-consciousness within construction organizations, a
firm lead must be taken by top management. It is recognized that
finance and lost production are convenient measures of accidents, but
accidents should generate an emotional response, and if this emotion is
genuine it will carry conviction. A firm’s safety policy which is founded
upon compassion will more often succeed, since it will be impervious
to shifts and changes in fashion and production schedules and, conse-
quently, will be less easily diluted. Senior management can do much to
implement the policy by adhering to the requirements of the Health
and Safety at Work Act 1974, the CDM Regulations and associated
regulations. In particular, senior management can encourage the intro-
duction of safety committees which can monitor progress in respect of
safe working methods, and, more importantly, can act upon recommen-
dations and reports from the safety committee(s) and also discipline
any person in breach of relevant safety laws and codes of practice.
Obviously, adequate tools, tackle, plant and protective clothing must be
provided and these items can be framed within a budget for the
development of health and safety.

Finally, management should not see safety merely as a hindrance to
productivity, but as a component of an efficient mechanism of pro-
duction.

Questions

1. Outline the principal features of a safety policy for a construction
company.

2. Discuss the potential sources of conflict between a company safety
officer and a site manager. How best are such differences resolved?

3. Assess the impact of the “six-pack’ regulations upon the construction
industry. Are such legislative interventions necessary for the
improvement of health and safety in construction? Argue your case.

4. It has been suggested that accident prevention costs can be optimized.
What are the advantages and disadvantages of this approach to con-
struction site safety?

5. Explain how a safety audit can be carried out on construction sites and
identify potential problems in carrying out such a task.

6. Are safety committees useful agencies for monitoring safety on con-
struction sites? Amplify your answer with reference to the work of
safety committees.

7. Discuss the utility of techniques of behaviour modification in
improving construction safety.

8. Can the ‘critical incident technique’ be usefully employed on con-
struction sites? Draw up a method statement of how this could be
carried out.
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Managing People

The management of people is a key element of a construction manager’s
job. The construction industry has seen unprecedented calls for changes
in organization, performance and ways of undertaking projects and this
has meant that the pressures upon individuals and groups have
increased. Most of these pressures have been externally imposed through
legislation, such as the Housing Grants, Construction and Regeneration
Act 1996 (the ‘Construction Act’) or European Community directives on
safety management, as well as by clients seeking to obtain better perfor-
mance from the industry (Egan 1998, Latham 1994). Other changes will be
caused by the industry’s response to the bandwagons which beset all
industries: TQM (total quality management), BPR (business process
engineering), environmental management etc. Some of these fads have
fallen in the area of people management and one can think of
‘empowerment’, ‘right sizing’, “de-layering” and so on as being initiatives
which have implications for how people are managed.

This chapter seeks to explore common and timeless processes which
underpin the people-management function of the construction manager’s
job. These functions will include:

e planning human resources
e managing human resources

Given the changes in the structure of employment, with trade or specialist
contractors providing much of the human resource for the physical pro-
cess of construction, the focus will be on managing the managers - those
people who control the supply of the administrative, professional, tech-
nical and clerical staff in a construction organization.

Part A
Planning Human Resources

It must be recognized that any human resource plan for the industry, or
individual firms within it, must be flexible. In an industry where demand
is derived from the fortunes of other industries, shifts in the construction
strategy of major clients (including government) will obviously have
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repercussions upon the human resource needs of firms and the industry
in general.

Such conditions do not allow for tight planning but even guidelines are
preferable to the oscillation of recruitment and redundancies which fol-
low from human resource strategies which are uncoordinated with the
business cycles of the industry.

6.1 Objectives of human resource planning

In short, the objectives of human resource planning are to ensure that the
organization:

e recruits and retains the people it needs to undertake the work: these
people are to be of the right quality and in sufficient numbers to
conduct the work of the organization

e anticipates shortages or surpluses in the work place

e uses its staff effectively

For many years the construction industry relied upon strategies of casual
employment to manage the operative labour force. Employment contracts
were for “services’ rather than for service. During the 1990s the Inland
Revenue and the Department of Employment sought to tighten the rules
of self-employment and employers were encouraged to provide direct,
rather than subcontracted employment. Despite this innovation, the
numbers of workers employed by the industry varied immensely and this
was mirrored by the trends in operative and also administrative, pro-
fessional, technical and clerical staff.

Figures 6.1 a-d graphically illustrate these relationships. Not only does
employment fluctuate with workload but the high level of insolvencies
experienced by construction companies exacerbates the problem. Figure
6.2 shows the level of insolvencies over the period 1971-1996 in all
industries (in England and Wales) and construction insolvencies. While
construction contribution to GDP is in the order 8 per cent, the extent of
insolvencies ranges between 17 per cent to 10 per cent in the years con-
sidered.

Cynics may argue that these figures demonstrate the futility of
attempting human resource planning for the industry, but equally it may
be suggested that the instability of the labour force is a reflection of the
industry’s failure to undertake long-term forecasting of human resource
needs. Clearly, capital-intensive industries are better placed to forecast
accurately their labour requirements, and in construction the margin for
error is likely to be large but a pragmatic managerial approach would
suggest that a ‘guesstimate’ is better than nothing, and by doing such
exercises we can reduce as far as possible the area of uncertainty in overall
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Fig. 6.2 Insolvency levels.

business planning. Therefore, to the industry and the firm, human
resource planning has several advantages. A human resource plan can:

e reduce personnel costs because of management’s ability to anticipate
shortages and surpluses of human resources and make appropriate
corrections

e serve as a basis for making use of employees’ abilities and, conse-
quently, the industry and firms can optimize their use of human
resources

e be used to establish the best cost balance between plant and human
resources
determine recruitment levels for various grades of staff
anticipate redundancies and avoid unnecessary dismissals

e determine optimum education and training levels and management
development programmes

e act as a tool to evaluate the effects of alternative policies

It is important that the human resource plan be integrated into the overall
business and economic planning process and is a component of a business
strategy.

Despite these advantages, many companies will be reluctant to commit
resources to human resource planning because of the uncertainty of the
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workload and any development of a human resource plan must com-
mence with an analysis of the work carried out in previous years to see if
an underlying trend can be observed. For instance, the proportion of
times that a pre-qualification for a project is converted into a contract
award or the occasions that a preferred bidder status ends up as an award
of a PFI project may be valuable information. The profile of projects
attained is also useful information when looking for trends. Are they in
the public or private sector, building or civil engineering, traditional or
industrialized building? Are they design and build or management
contracts? From this analysis one can move towards an assessment of
demand for various types of staff, with an identification of the skills
required to service anticipated workloads and whether forecasts should
be made for the whole of the organization or merely sections of it. Also
specification of the degree of accuracy required and the period over
which forecasts are to be made will be essential.

6.2 Procedures for human resource planning

If human resource planning within a firm is to be successful, a set of
procedures must be followed. These can be identified as:

analysis of current staff resources

analysis of changes in human resources

analysis of staff turnover

effects of changes in the conditions of work

analysis of external factors influencing the supply of staff
integrating human resource plans into the company organization

6.2.1 Analysis of current staff resources

Here it is useful to retain records to show the profile of the existing staff.
Items worth recording would be the sex, age, education, promotability,
salary, length of service, etc., of all employees. From these data, profiles of
the staff structure of the firm can be made. Histograms are a useful tool to
demonstrate problem areas, for example, management may be concerned
that existing staff are growing old together and therefore a histogram can
graphically show the age distribution of employees (see Figure 6.3).
Similar histograms can be drawn for the organization’s employees, for
example, what is the proportion of construction managers with degrees or
professional qualifications against those from a trade background? These
analyses can throw into sharp focus impending difficulties for the future
of the organization, for example, a skewed age distribution may mean
that a succession policy is not being developed, or a preponderance of
graduate site managers suggest that promotion prospects for other types
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Fig. 6.3 Graphical methods of showing the age distribution of a firm’s employees.
of entrant are inadvertently being limited; alternatively, if there are few

non-construction graduate/professionally qualified staff, is the firm
preventing access to jobs which require a knowledge of sophisticated

management techniques?

Demand forecasting is an inexact science and the more distant the
future the more difficult it becomes. In the short term a planning model
may be used which relies on evidence of the past. For the medium term,
scenarios may be postulated; for the long term one is usually left with

hope. Figure 6.4 maps these three phases.

Forecast

Uncertainty

S une

Hope

rtalnty

Distance into the future

Fig. 6.4 The balance of predictability and uncertainty in the business environment. After Van

de Hiedjen (1997).
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6.2.2 Analysis of changes in the labour force

It is sometimes useful to assess changes in the composition of the staff
complement for time to time. Again, this can be best demonstrated by
using histograms (see Figure 6.5). Such data can demonstrate the possi-
bilities of growing imbalances: perhaps the numbers of administrative
and management staff are growing at a faster rate than the growth in
turnover, or perhaps the firm is not fully utilizing its training programme.
Of course, the changes in the structure may have been planned and may
be a response to technological factors or to the type of work the company
is carrying out, but more often than not certain categories of staff will drift
without a staff budget. It may be necessary to establish departmental or
functional structures which can be used to control the number of
employees. Information such as this can assist in clarifying a staffing
policy by focusing attention upon career paths for individuals, e.g. can
some of the management support staff be transferred to line management
if necessary?, what are the qualifications for advancement from operative
to management level?

Number of employees

Line Management Clerical
management support
staff staff

P 1990 D 2000

Fig. 6.5 Changes in the composition of the labour force.

6.2.3 Analysis of staff turnover

It is common for managers in construction to be concerned about staff
turnover within a firm and there are several ways of measuring this
turnover. A simple manner of evaluating matters is to apply the following
equation:

Number of leavers in one year
Average number employed in the same year

Staff turnover = 100

This approach gives a fairly crude evaluation since, in such an industry as
construction, ingress and egress of blue collar workers to and from the
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industry is commonplace and the mobility of professional staff may be
high. A more refined analysis may be determined by the ‘cohort theory’,
whereby the pattern of leaving can be determined. This can be presented
graphically, as in Figure 6.6.
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Fig. 6.6 The cohort theory of labour turnover.

The early peak in turnover can be explained by those persons who leave
early because they seldom stay long in any job. This will be followed by
those who leave after finding out about the organization, and have found
that they do not like it. After these two groups have departed, there will
be a settled connection between the individual and the firm. If the persons
who have established a settled connection begin to leave in numbers, then
it may suggest that something is awry within the organization. Obviously
turnover may be more evident in certain parts of the organization than
others. Site staff may be more fickle than those at head office or vice versa.
High turnover in particular areas may suggest a problem with earnings or
style of management.

It is advisable for a supervisor to interview those persons leaving the
firm to determine their reason for leaving, for often the stated reason may
hide real or imagined grievances. Discussion may help to rectify any
dissatisfaction. Many building firms may not feel that it is necessary to
maintain tight records of starters and leavers, but it is essential if a firm is
to have a good human resource policy. Should staff turnover be excessive,
then records will show the extent of the problem and corrective action can
be taken if required.
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However, it would be dangerous to assume that a high staff turnover
indicates internal problems. Hyman (1976), in a study of blue-collar
worker turnover in two engineering plants, suggested that economic
conditions were important variables in the level of labour turnover.
Factors within the firm determine a worker’s willingness to seek new
employment, but external factors influence their ability to find it. Addi-
tionally, salary is not a prime determinant in staff turnover; people do not
act in accordance with classical economic rationality (i.e. seek out high
salaries at all times). Security of employment and career development can
be far more influential.

6.2.4 Effects of changes in the conditions of work

Here the human resource plan of a company will be influenced by
changes in corporate objectives and environmental changes. The corpo-
rate objectives of a construction firm will have been formulated by the
perceived opportunities and the firm’s capability to respond to these
opportunities over a period of time. The choice of these objectives will be
influenced by the availability of work, finance, machinery and human
resources. With respect to environmental changes, it may be clear after
analysis that there are alternative opportunities to which the resources of
the company can be applied. For example, during the early 1990s, many
firms operating in the traditional construction market moved into design
and build work in order to sustain turnover and get closer to the client’s
decision-making process. Others sought opportunities in Facilities Man-
agement in order to be close to clients’ strategic thinking about the
management of a property portfolio. It is, therefore, necessary for a firm to
monitor market and business changes. Such data can be used as a guide to
the type of human resource changes they are likely to face.

However, more mundane factors will also influence matters, for
instance, if the retirement age is changed by the government, maximum
working hours stipulated by the European Community are enforced, or
minimum wage levels are changed. All these factors will have an influ-
ence upon the human resource requirement of a construction firm.

6.2.5 Analysis of external factors influencing the supply of human resources

So far, we have concentrated upon the internal supply of staff that needs
to be available to meet expected demand conditions within the firm. By
matching future requirements against existing resources, the human
resource specialist will be able to judge the type of recruitment pro-
grammes required. But, as has been seen, to make such judgements in
isolation from the economic and social environment would be rash. There
is little point in planning business expansion if the skill to service new
workloads is not going to be available. Similarly, construction pro-
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grammes need to take into account the likely human resource supply to
particular contracts. A vital part of a manager’s job is therefore directed
towards analysing the factors which will have a bearing upon the supply
of people to the firm in general and individual projects in particular. Some
of the factors which will have a bearing upon supply are:

e population density in the area of a project

e local unemployment levels in the principal trades and professions

e current competition from other companies in the area and the likely
future competition

e local transport facilities
availability of short-term housing within the area
the impact of government training agencies and ‘new deal” arrange-
ments

o the impact of legislation, e.g. retirement ages, working hours and
minimum wages

e specialist and trade contractor arrangements

It will clearly not be possible for managers to measure precisely the effect
of local and national supply factors upon a firm since employment
practices within firms will vary and the best a company can do is to carry
out an intelligent appraisal of the way the market for particular trades and
professions is working.

Trade organizations and employers’ associations have a brief to
monitor such matters and are able to give advice.

6.2.6 Integrating human resource plans into company organization

The whole of the human resource planning procedure can be expressed
diagrammatically as in Figure 6.7, from which we can see that people in
construction are a key resource and should claim equal attention to that
given to production and profits. This view has given rise to increased
attempts by construction companies to plan their human resource
requirements. Those companies which have undertaken an element of
such planning have often recognized the benefits in terms of higher
efficiency and productivity as a result of better utilization of human
resources and the elimination of waste in recruitment and training.
However, in such a labour-intensive industry, the best results for this
exercise are gained from integrating a company’s human resource plan
with overall company objectives; therefore, the human resource specialist
in construction will need to forecast the total available work in a parti-
cular market and a company’s anticipated turnover in selected markets in
order to translate these business predictions into human resource
requirements. Secondly, the human resource specialist will need to point
out to top management the constraints that the availability of staff will
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Fig. 6.7 Human resource planning within corporate objectives.

place upon company objectives. Such forecasts can be based upon five-
year intervals, with monitoring at stages between such dates, although the
unpredictability of the construction market means that a large margin for
error should be built into the plan. Nonetheless, guidelines, albeit loose
ones, are better than none at all.

Armstrong (1996) sees the integration of human resource planning into
the business process as consisting of a number of distinct steps. These are:

e Demand forecasting - estimating future staff needs by reference to the
corporate plan.

e Supply forecasting - estimating the supply of staff in particular trades
and professions in the context of current and future supply. The esti-
mate will include inevitable wastage.

e Forecasting requirements - analysing the balance between demand
and supply so as to be able to predict deficits or surpluses.

e Productivity and cost analysis - this will include any process re-
engineering to eliminate wasteful practices in the use of human
resources.

e Action planning - the preparation of plans to manage recruitment or
set in chain a programme of reduction of human resources.

e Budgeting and control - setting human resource budgets and moni-
toring them against the plans.
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Figure 6.7 illustrates the integration of human resource planning with
corporate objectives.

The CITB (1997) has made operational this approach by forecasting
construction employment over the period 1997-2001. The CITB built these
forecasts from a macroeconomic model which took into account the
expected growth in construction output, the future expected changes in
interest rates and wages rate. The global number of construction
employees forecast was then divided into 23 occupations allied to the
construction industry pro rata to the existing division of labour between
the crafts. Using historical data it was able to forecast the total employ-
ment for the future (Table 6.1). These data were then broken down into
four groupings: Building Trades, Specialist Building Trades, Civil Engi-
neering and Building Services. The forecasts are presented in Figures 6.8-
6.11.

Table 6.1 Total construction employment, Great Britain, 1991-2001.
Source: CITB Employment Model July 1997; Construction Forecast and
Research, July 1997 and Cambridge Econometrics, June 1997; actual:
Department of the Environment Transport and the Regions.

Output, annual Total unemployment,
Year growth rate direct and indirect
(%) (1000s)*

Actual 1991 -7.0 1698

1992 —-4.0 1521

1993 —-0.2 1411

1994 3.2 1384

1995 -1.0 1375

1996 1.1 1370
Forecast 1997 3.8 1386

1998 3.8 1410

1999 2.9 1440

2000 2.7 1455

2001 2.7 1475

*The model currently uses the narrower definition of construction employment of
DETR which is based on VAT returns. This is consistent with the measure of
construction output. The estimate of construction employment from the Labour
Force Survey is some 20 per cent higher, however the trend is similar.

This analysis showed that there is a shortfall of craftspeople in 1998 and
1999 but this corrected itself in 2000 and 2001. Figure 6.12 shows the
shortfalls. The biggest difficulty will be in finding carpenters, electrician
managers, plumbers and bricklayers. This is an invaluable model for the
industry.
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Managing Human Resources

If youngsters are attracted to the industry then they are faced with a
myriad of choices about the role they wish to undertake. At the level of
the professions, most of them have a single door through which
entrants must pass to gain entrance. For example, if you wish to be a
doctor then you take a degree in medicine then specialize in one of the
‘colleges’: general practice, surgery, etc. All will be members of the
British Medical Association. If you want to be a lawyer then you go and
do a law degree and then qualify for the Law Society. Compare this to
the confusion that faces someone attracted to construction; they have a
choice of being one of four sorts of engineer, three types of architect,
have to select between four surveying groups and any number of
variants of building/building engineering employment. While the CITB
has attempted to make progress in the information available to aspirant
professionals by creating the Construction Careers Service, the pre-
sentation of the industry as a whole is unlikely to make rapid advances
until wholesale changes are made to the structure of the professions in
the industry. A unified professional body serving the industry with an
articulated first degree followed by specialist postgraduate studies
would help present the industry as an attractive proposition to the
brightest school leavers. Recruitment can be taken at several levels - to
the industry, to a trade or profession or to a firm. The attraction of the
industry to potential professionals is dependent on a dialogue between
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the individual armed with information and perceptions they have of
the industry and the industry’s presentation of itself to a wider world.
Baker and Gale (1990) researched the image held of the construction
industry by teachers, career advisers and school students and dis-
covered all have, at best, a superficial knowledge of the industry. In
order to attract the brightest candidates this information gap must
close.

6.3 Recruitment to the industry

One strongly held perception was that the balance of supply and
demand for construction labour is difficult. Unemployment in construc-
tion may be high generally yet in some parts of the UK contractors
have difficulty in recruiting certain skills. The reasons for this are that
unemployment is often regional in nature and people cannot move
owing to the higher cost of housing in the areas where jobs are avail-
able. Recruitment to the industry should not be a problem for such an
exciting industry, but nonetheless it is a matter of concern, particularly
the quality of recruits that are attracted. Is this because the picture of
the industry presented to recruits characterizes construction as unat-
tractive, dirty and dangerous?

This image of the building industry is off-putting and obviously has a
direct effect upon recruitment, and in turn the quality of recruitment will
affect the image that the wider world has of the industry. So there is a
necessity to market the industry so that it is attractive to school leavers.
Superficially the industry sells itself with glossy photographs of large
jobs, but school leavers and careers officers may be cynical about the
likelihood of working on such projects. To counter these attitudes, the
construction professions, the Construction Industry Council, the Con-
struction Industry Board and the CITB have done much to promote the
image of the industry, but changing deep-seated prejudices needs per-
sistence and patience. It will be achieved in due course.

6.4 Recruitment to a trade or profession

Throughout the 1990s there have been around 30,000 trainees in con-
struction. This figure has reduced from around 40,000 who entered the
industry in the period 1985-1990. New Deal arrangements, with the trade
training linked to “Welfare to Work’ schemes, have provided for National
Vocational Qualification (NVQ) Level 1 and 2 trade competencies. More
often skills are picked up as the person goes along. The prevalence of
subcontracting encourages this trend. How recruits are trained once they
have been recruited is covered in Section 6.6.
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6.5 Recruitment to the company

At the level of the company, its attractiveness can be influenced by the
interplay of the company’s reputation and the individual’s needs. The
individual to be recruited may look at a company and consider it against
the following list:

reputation within the industry and as an employer
training and development opportunities

longevity of employment required

location and transport links

salary and benefits

opportunities for progression

opportunities for national or international travel
the culture of the company

connection with families or friends

In organizing recruitment, it is often best if this is done centrally by the
head or regional office of a company. Line managers seeking to hire staff
may be required to complete a proforma which provides the personnel
office with details of the job to be filled and the specific operating con-
ditions pertaining to the job. Such a request may be based upon a simple
proforma which could contain the following information:

e job title

e list of duties

e pay, conditions and hours of work, usually determined by conditions
of the Working Rule Agreement (WRA)

e ‘essential’ and ‘desirable’ attributes of the person in the context of the
job

e the physical environment of the job

e the person to whom the employee will be responsible

Such information can help the personnel office to identify the job and can
be used to prepare any necessary advertisements. The central personnel
office can supplement this by providing details of the company, social
facilities, training opportunities and future prospects. It may be possible
to fill the vacancy from within the company, but if not, the details pre-
pared by line management should direct the personnel office to specific
sources for likely applicants, be they the careers office, job centre,
employment agency or advertisement in local, national, or trade press.
If recruitment of new employees is necessary then it is important to
adhere to selection procedures. Naturally, the practice and rigour of
selection will vary according to the level to which the appointment is
made. Notwithstanding this, standardized basic information will need to
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be provided. Obviously the level of detail required will vary according to
job classification, with more sophisticated forms being necessary for
managerial or professional appointments. Some firms have also experi-
mented with selection tests.

The selection tests can provide a benchmark for threshold standards or
ensuring an appropriate mix of types of people but, when this has been
established, other factors such as drive, energy, commitment, social skills,
etc., come into sharper focus as criteria for success.

Following the receipt of an application form the personnel manager
may wish to interview applicants. This interview is important and suf-
ficient time should be dedicated to it. A systematic approach to inter-
viewing pays dividends, with questions directed with a view to revealing
attitudes and skills which closely match the job requirements. Inter-
viewing applicants is a skilled task and many companies have sought to
improve this facet of their personnel management by providing specialist
courses for those involved. For a fuller treatment of interviewing see
Human Resource Management in Construction by Langford, Hancock, Fel-
lows and Gale (1995).

6.5.1 Induction to the company

As has been seen, there is a tendency for a high separation rate at the early
stages of employment. Difficulties may be experienced in settling down to
a new job within a new organization. Within the construction industry,
accommodating a change of job may be less unsettling due to the rela-
tively high incidence of job changes, but if labour stability is to be sought,
then an early development of a “sense of belonging’ should be encour-
aged. In this matter, information about the organization can help. Many
construction companies find it beneficial to supplement verbally trans-
mitted information with company handbooks and printed company rules
and disciplinary procedures. Such information can be prepared as a
package for the new employee and the statutory obligation to provide a
copy of the safety policy can be fulfilled at the same time. At no later than
thirteen weeks after commencement, the new employee must be given a
written contract of employment.

However, the formal induction procedures need to be reinforced by
attitudes which welcome the new recruit. It is important that the new
employee is well received by the workforce and, if necessary, follow-up
interviews should be conducted to monitor the employee’s adaptation to
the work and organization.

The issue of aligning the new recruit with the prevailing culture of
the organization is important. This is best done by emphasizing what is
important to the organization in terms of the behaviour of its
employees. Most construction firms will have different values, beliefs,
and rituals which will have been shaped by the company’s history, the
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type of business it does and with whom, the leading personalities and
the industry norms of behaviour. According to Handy (1985) cultures
cannot be defined precisely but they can be differentiated and a good
fit between the firm’s culture and the employee’s preference for a parti-
cular type of “atmosphere” at work leads to a satisfying and productive
relationship.

The appointment of a mentor or ‘shepherd” to the new recruit can assist
in the transmission of the cultural norms of the business.

6.5.2 Statistics on turnover, stability, and absenteeism of staff

Essentially, this function is one of record keeping. The basic problems of
staff turnover have been discussed elsewhere in this book, but a vital
index for the personnel function will be staff stability. This may be cal-
culated by the following formula:

Number of employees with at least 1 year's service

Number currently employed x 100

Staff stability =

The figures attained from such a calculation will show the rate at which
the labour force is being diluted by workers with little experience of the
company. In the manufacturing industry, a staff stability index of less
than 70 per cent indicates that the company is operating with a significant
proportion of inexperienced workers, which will inevitably lower per-
formance and quality standards. In construction this ratio will probably
need to be reduced due to the inherent instability of labour and the high
level of subcontracting.

The turnover of the core staff should be monitored particularly closely.
Using Atkinson’s (1984) model of the flexible firm (Figure 6.13) it can be
seen that the core group is surrounded by less tenured employees. The
wisdom of applying this model to society as a whole is questionable. The
idea of flexible workforces has been criticized for its corrosion of trust
between employer and employee and between individuals comprising a
society. This trust is seen as a social glue, holding a society and an
organization together.

Those leaving the firm voluntarily should ideally be interviewed by
their immediate supervisor to determine the reason for leaving. Record-
ing the stated reason can assist in identifying employment dissatisfaction
which the company may be able to rectify. In the case of a dismissal, the
reasons for the dismissal must be recorded and the company must satisfy
itself that the legal provisions laid down in the Employment Relations Act
1999 have been followed. In order that justice is seen to be done, internal
appeals may be necessary. Given the necessity for tight control, the
administration of dismissals is probably best done from the Head Office.
Of equal concern is the problem of absenteeism. Again, simple records
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Fig. 6.13 Atkinson model of the flexible firm.

which can show the extent of the problem should be maintained. Dif-
ferent parts of the firm and different sites will have different rates of
absenteeism and there are a multitude of factors which will influence
matters, including earnings, location of the site, the nature of the labour
force, the nature of the work itself, the regional unemployment level, etc.
Monitoring of the situation is vital.

6.5.3 Development and administration of redundancy schemes

Construction firms have often argued that the uncertain nature of the
business, changing technology, and greater mechanization mean that
redundancies will be inevitable. Sharp recessions and government legis-
lation since the mid-1960s have made it necessary to undertake a level of
redundancy planning. The legislation concerning redundancy is the
Employment Relations Act 1999.

It is widely recognized that the social and psychological effects of
redundancy can be devastating to an individual. This factor demands that
a company pre-plans any redundancy; if it does not, then good
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relationships with trade unions, employees, and the public at large may
suffer. Moreover, pre-planning is required in order to retain the balance of
the necessary skills for completion of existing projects. The fear of
redundancy may also have a debilitating effect upon morale and
productivity. If redundancy is in the offing, good workers who do not
have many years’ service may leave of their own volition with a con-
sequent impact upon the balance of the labour force. The forward plan-
ning of human resource requirements can assist in defusing this
potentially dangerous situation and can reveal if excesses of human
resources are likely to occur. If such a position arises, then a construction
company can adopt a variety of strategies, among which could be:

policy of no recruitment other that for “essential’ vacancies
transferring people from one region to another

retraining of the existing staff to match requirements

the phasing of any redundancies over a period of time

the use of voluntary redundancy

hiving off a particular service for outsourcing

considering whether redundancy counselling services should be
employed

Such strategies can be part of a redundancy policy which will be a com-
ponent of long-term planning. Such plans may never be used, but it is
better to be prepared for such contingencies as this will avoid any snap
decisions. The costs of making people redundant should not be ignored,
particularly where the statutory minimum payments are often exceeded
by internal negotiations; and although the Employment Relations Act
1999 allows companies to recoup some of these payments, companies will
inevitably be committed to extensive expenditure. Furthermore, if
redundancies are to be made, it is vital that the relevant government
department be notified in advance.

Firms within the industry are seldom troubled by having to make large
redundancy payments because of the casual nature of the industry and
the legal requirement of two years’ service for qualification for redun-
dancy payments, the strategy being to retain long-service employees and
release those with shorter service. The increasing use of short-term con-
tracts exacerbates the volatility of employment.

6.6 Training
Training can be discussed under two broad headings:

e apprentice training
e management training
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6.6.1 Apprentice training

The UK construction industry is frequently accused of low productivity.
Part of the explanation for this low productivity is the relatively labour-
intensive processes which dominate the UK construction industry. The
Organization for Economic Cooperation and Development (OECD) has
argued that this labour-intensiveness flows from an undercapitalization
of the construction industry when compared to the Scandinavian
countries, the USA and Japan, where workers are highly trained to work
expensive machinery to aid the construction process.

However, the construction process has moved from one based largely
on craft skills to one where considerable off-site assembly takes place.
This has meant that the skill base of construction workers has been
eroded. At the end of the 1990s, the construction press were evaluating
the extent of the ‘skills shortages” in various parts of the UK and reporting
that such shortages were driving up labour costs. In a labour market
which is largely unregulated because almost half the workforce are self-
employed, chaotic fluctuation in the costs of labour is likely to have a
significant effect on the costs of construction.

Moreover this organization structure is unlikely to promote training
because it is dominated by small, informal groups of self-employed
craftsmen. Winch (1998) sees the decline in the number of trainees in the
industry as a function of the decline in direct employment and a growth in
self-employment. Before analysing training needs, it is useful to have a
map of the trade structure of the industry. Clarke and Wall (1998) pro-
posed a trade structure which grouped trades into eight occupational
groupings, as shown in Table 6.2.

Structuring the trades in this way has meant that training programmes
have centred on traditional trades with a narrow range of tasks at which
the individual tradesperson has had to become competent. The large
number of trade categories has grown organically and so each different
specialism has required an increasingly narrow band of competencies.
Trades, instead of overlapping have become compartmentalized. This
fragmentation is reflected in the growth of National Vocational Qualifi-
cations available in construction. Clarke and Wall (1998) report that while
over 50 NVQs are available in construction trades, only 18 per cent of the
NVQs awarded in 1996 were in trades outside the “big five’: bricklaying,
carpentry, painting and decorating, plastering, and general construction
operative. Figure 6.14 indicates the relatively stable proportions of
selected trades over the period 1974-1994.

Over the twenty years under consideration, the technology of con-
struction has changed dramatically but the balance of the trades seems
impervious to these changes. One explanation would be that the ‘other’
groups experienced considerable changes, such that those trades engaged
in preassembling, say, toilet pods or making off-site components or cur-
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Table 6.2 Trade cluster
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Fig. 6.14 The change in the number of workers in selected trades 1974-94.

tain wall units are unrecorded as construction workers and so the balance
of on-site workers remains unchanged.

What has changed is the number of trainees in construction. Table 6.3
charts the decline in the number of trainees.

This diminution of trainees is surprising given that the dominant pat-
tern of delivery has been the NVQ system which is not fully accepted by
the industry and the shedding of the intellectual parts of the curriculum
and focusing upon the mechanical tasks associated with a trade have
encouraged a sharp division between ‘those that do’ and the cadre of
managers who “tell them what to do’. (The European tradition for trade
training still retains a scientific content all the way through an appren-
ticeship.) The NVQ Level 3 is seen as satisfying a definition of “having a
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Table 6.3 The decline in trainees

Year Trainees in Trainees in the operative
construction workforce (%)

1974 81,000 9.2

1984 50,000 5

1994 13,000 47

trade” and in 1996 the launch of the ‘modern apprenticeships” movement
espoused aspirations for tradespeople with skills in numerary and lit-
eracy. The principal qualification for a bricklayer is NVQ Level 2 but
where the bricklayer needs to undertake specialist work which is con-
sidered as complex and engaging in discussions with supervisors then
Level 3 may be more appropriate. The definitions of the different levels of
NVQs is shown in Table 6.4. Levels 1-3 are craft levels; levels 4 and 5 are
supervisory and professional levels.

Table 6.4 Definition of NVQ levels

Level 1: Competence in the performance of a range of varied work activities may be routine
and predictable

Level 2: Competence in a significant range of work activities, performed in a variety of
contexts. Some of the activities are complex or non-routine and there is some
responsibility or autonomy. Collaboration with others, perhaps through membership
of a work group or team, may often be a requirement

Level 3: Competence in a broad range of work activities performed in a wide variety of
contexts and most of which are complex and non-routine. There is considerable
responsibility and autonomy, and control or guidance of others is often required

Level 4: Competence in a broad range of complex, technical or professional work activities
performed in a wide variety of contexts and with a substantial degree of personal
responsibility and autonomy. Responsibility for the work of others and the allocation
of resources is often present

Level 5: Competence which involves the application of fundamental principles and complex
techniques. Very substantial personal autonomy and significant responsibility for
the work of others and for the allocation of substantial resources features strongly,
as do personal accountabilities for the analysis and diagnosis, design, planning,
execution and evaluation

The idea of the modern apprenticeship marked the end of the con-
cept of learning on the job within the framework of a single firm.
Trainees are no longer recruited to a firm, rather they are trained in col-
lege where the foundation of a trade can be formally taught. The struc-
ture of the industry has also made site-based training difficult. The shift
to specialization and away from the general builder has meant that pro-
duction undertaken on site is as likely to be the assembly of pre-
engineered components as much as the application of particular skills.
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Moreover the specialization of firms does not always provide for the
range of competencies that the trainee needs to acquire to obtain the
modern apprenticeship. Consequently the location of training has been
divided into:

e college-based training
e training centres
e on-site training

College-based training

Further Education (FE) colleges are the main providers of apprentice
training. The FE colleges have expanded their remit to include the prac-
tical as well as conceptual parts of the apprenticeship. The colleges teach
and test the competencies as part of the NVQ regime.

Training centres

These are commercial enterprises and provide trade training opportu-
nities in workshops. The Conservative Government of 1993-1997 saw
training as a commodity and established Training and Enterprise Coun-
cils (TECs). These councils were dominated by local employers and their
brief was to deliver training within their geographical area. Money was
provided by government to the TECs who paid for training to be pro-
vided by suppliers of training. Many contractors saw this as an oppor-
tunity to profit from the business of training.

On-site training

The availability of site-based training is limited by the nature of the
production process in construction. Self-employed workers paid on
piecework are unlikely to be enthusiastic about coaching apprentices
since it is likely to be an impediment to production. Much of the provision
of training is handled through what is colloquially called the New Deal
arrangements. Formally known as the “Welfare to Work” programme, the
scheme offers incentives to employers to hire youngsters by subsidising
wages and providing a training grant. The employers broadly welcomed
the scheme. However, they were chary about whether the arrangements
for 26 days in a college-based environment supporting on the job training
for a period of six months provided a solid enough foundation for the
appellation of ‘craftsperson’ to be awarded.

In some instances, particularly local government, sites are especially
assigned to trainees. In Glasgow, the Direct Services Organization has a
large school of apprentices and uses them to build local authority funded
projects.
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The role of the Construction Industry Training Board (CITB)

The CITB was established in 1964 when the Industrial Training Act 1964
was introduced. Arguably it has played a leading role in stimulating firms
to undertake training for the industry. Originally the CITB was estab-
lished as a partnership between unions, employers and government. Now
the balance has tipped heavily towards employers. The managing board
is made up of 24 people, only two of whom are trade union representa-
tives. At one time, apprenticeships had to be registered with the National
Joint Council for the Building Industry. The new National Working Rules
for Construction launched in 1997 carry no such requirement. As ever,
Scotland is different to the rest of the UK; there new ‘modern appren-
ticeships’ have to be recorded with the Scottish Building Apprenticeship
Council.

The CITB raises its money by levying employers. This is unusual and
the CITB and the Engineering Construction Industry Training Board are
the only two training agencies left with levy-raising powers. The levy is
based upon the firm’s payroll and there is a different levy for the amounts
paid to labour-only subcontracting. (In 1998 the figure was 0.28 per cent
for directly employed and 2.29 per cent of the monies paid to labour-only
subcontractors; if the payroll of a company was less than £61,000 then the
levy was waived.) The CITB raises something like £65 million through
levy and this is supported by £25 million from the Government (CITB
annual report 1997). This money is split between training those who have
just entered the industry and grants to firms who send staff on continuing
professional development (CPD) courses. Clarke and Wall (1998) suggest
that the levy payment is seen by the industry as a tax rather than a
commitment to training. Nonetheless, the Government has confidence in
the CITB’s ability to deliver training. In 1997 it was awarded the dis-
tinction of being given National Training Organization (NTO) status. This
status means that the CITB is charged with delivering the Government
training policy which includes promoting the Investors in People stan-
dard, generating lifelong learning, continuing education and industry
and responding to the challenge laid down in the Technology Foresight
Initiative.

An initiative welcomed by the industry is the register kept by the
industry’s workforce. This voluntary scheme is know as the Construction
Skills Certification Scheme (CSCS) and is a record of workers who are
deemed to have achieved a predetermined level of competence. The
scheme works by allowing the industry to accredit tradespeople who do
not have NVQs. Its purpose is to improve skills by setting benchmarked
targets for future achievement. It is said to benefit the individual by
recognizing skills and allowing for greater awareness of health and safety.
The benefit for employers is the confidence of having skilled staff which
also reassures clients when entrusting contracts to the industry. Indeed,
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one move has been to involve the need for evidence of CSCS activity as a
pre-qualification criteria. The Government is interested in promoting the
scheme and incorporating it into standard forms of contract which would
significantly strengthen the culture of craft training in the industry.

6.6.2 Management and professional training

This section considers how managerial and professional staff are trained.
It identifies three vehicles of such training;:

e professional development
e management development
e the use of learning networks

Professional development

Graduates in the industry have frequently been encouraged to develop
their skills so that they may become corporate members of a chartered
institution. This usually involves engaging in a structured training
scheme. Each profession will have a set of presumptions as to which skills
are to be developed in the time between graduation and corporate
membership. Table 6.5 illustrates the range of development needs
required by four of the major institutions associated with the industry.
Part of the requirement will be for an employer to appoint a supervising
engineer/surveyor/builder who is responsible for the graduation pro-
gress towards corporate membership. Usually the arrangement is for
regular reports to be filed with the supervisor. The completion of the
components in the training requirements can be acquired by exposure
through work experience or through formal, accredited short courses.
These may be run from within the company or provided by training
suppliers such as professional bodies, universities or training companies.

Management development

Beyond professional membership, most companies will encourage staff to
develop their managerial skills. Langford and Newcombe (1992) defined
management development as:

...the process whereby the (construction) organization’s managerial
resources are nurtured to meet the present and future needs of the
organization. This process involves the interaction of the needs of the
organization and the needs of the individual manager in terms of
development and advancement.

This view does not limit management development to the formal activi-
ties of education and associated training courses but informal, incidental
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Table 6.5 Requirement for corporate professional membership

Graduate entry formal — Quantity Civil Building
training scheme surveying Building engineering services
RICS diary and CIOB Company Company
log book professional schemes ICE ~ scheme CIBSE
development agreement approved

Training course
Safety

Temporary works
Concrete

Quality control and
quality assurance

Planning, estimating
and costing

Plant

Negotiating skills,
subcontract
administration

Soils and foundations,
piling

Contractual — ICE,
JCT, GC Works,

Standard Methods of
Measurement, claims

Communication skills
Team development
Construction skills

Levelling and setting
out

External courses

Professional
membership

Record of experience
Regular contact with training officers and supervising
engineers/surveyors

ARICS

MCIOB

MICE

MCIBSE

and opportunistic learning helps to put into a work or personal context
the formal lessons learned. Figure 6.15 illustrates the different strands of

development and how it may take place.

Brandon (1993) sees the strategy for developing managers moving from
the formal, school and university-driven education. This education will
develop knowledge skills, values and understanding of life and the
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Fig. 6.15 Different outcomes of learning.

society to which the individual makes a contribution. After the acquisition
of ‘an education’ then individuals will undertake training to modify
attitudes, add transferable skills or develop the knowledge of a new
technique. So, training is a planned activity with the intention of
improving performance, not necessarily for developing cognitive skills. It
adds to the individual’s and the organization’s capability. Management
development is a synthesis of the two, it integrates the pedagogy of
education with the focus of training; its usefulness to the organization is
achieved by adding the capability of the individual. Figure 6.16 illustrates
this conjunction.

Education Training
.
Individual Organizational
development development
Management

development

Fig. 6.16 The integration of training and education.
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The way management development is handled by firms in the industry
will vary with the commitment that a firm has to training and develop-
ment and the learning culture within the firm. However, three generic
plans can be identified (Ashton et al. 1995). The characteristics of these
plans are mapped out below.

Phase |

New managers have a low commitment to development.

The development activity is not seen as part of the company culture.
e Opportunities for development are restricted to selected personnel

who are ‘sent’ on external courses.

Phase Il

Commitment to development grows at senior management level.
Budgets for training are made explicit.

In-house training starts to develop.

Audits of managerial talent begin to identify management develop-
ment needs.

This phase may be characterized by tensions regarding who is to be
developed to do what. Moreover, organizational and personnel needs
may come into conflict.

Phase Il

e Visible development activity declines and training events are not
prominent.

e Management development is an implicit activity and part of what is
carried out as routine.

e The culture and features of a learning organization are evident.

Management development is more than a set of training courses, it is part
of the culture of the firm. At its highest level, the development of man-
agers is integrated into every functional area of the business. In this set-
ting ‘mentoring’ is likely to be important. The passing on of experience of
coaching younger managers accesses the learning organization in a
wholesome way. The challenge for the next ten years will be to create an
industry which is attractive enough to recruit young men and women
who can benefit from the wisdom of the battle-hardened veterans of the
recessions of the 1970s, late 1980s and early 1990s.

A fuller discussion of management development for the construction
industry can be found in Langford et al (1995) Human Resource Management
in Construction and Langford and Newcombe “‘Management Development
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in Construction’ from Stocks and Male (1992) In Competitive Advantage in
Construction.

Learning networks

The Foresight Programme for Construction (Office of Science and Tech-
nology 1995) identified that one of the engines of change was the pro-
motion of learning networks through improved and more appropriate
education and training. This was emphasized in the Egan report
Rethinking Construction (1997) which called for a ‘commitment to people,
training and development’ as a “driver for change’. This call imposed new
demands upon organizations to engage more staff in formal continuing
professional development programmes (CPD). One response to this need
for continuing education has been to create learning networks. CIRIA
(1997) identified several types of networks which could engage con-
struction professionals in learning; these are:

1. The formal or organized mnetworks: This is often based around a
specialist trade or professional grouping. For example, all the profes-
sional bodies run seminars or meetings of members to discuss parti-
cular topics of relevance to the profession. These can include
technical, managerial or commercial developments influencing prac-
tice. Other networks are based on looser affiliations such as the Con-
struction Productivity Network or the Construction Industry
Environmental Forum which are agencies funded by government to
promote learning in the areas of construction productivity and
environmental concerns as they affect construction. Membership is
open to all those who work in the industry. Other learning networks
have been used by academics to strengthen ties between construc-
tion researchers. Again public money drawn from the Engineering
and Physical Sciences Research Council (EPSRC) has facilitated such
networks.

2. Networks which develop as companies work together: supply chains in the
construction process create networks of people which can be used
for purposes of learning. This learning is, of course, undocumented
and is not likely to be a formal transfer of knowledge. It is know-
ledge gained by infusion rather than explicit transfer. Nonetheless, it
can be powerful as different companies will have different cultures
and how a company ‘learns’ can be an important discriminator when
competitive advantage is evaluated. The concept of the learning
organization has become an attractive way of defining a company’s
culture. Pedler et al. (1991) have portrayed the learning organization
as one which contains several features, as Figure 6.17 illustrates.

This learning organization has several features. It has a strategy
which formally evaluates how the company and its staff can learn, and
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Fig. 6.17 Features of the ‘learning company’. After Pedler et al. (1991).

part of this learning is by involvement of staff in the strategy for-
mulation. Once the strategy is defined it is implemented in an inclusive
way.

The learning organization creates opportunities for everyone from
the lowest level in the company through to the managing director or
senior partner.

The emphasis of the learning company is bifocal. At one level it
should have a strong awareness of how it can learn from other com-
panies and so is likely to value participation in industry networks. It
will also be aware of how it can benefit from the experiences of other
industries. At the level of the company, it will be flexible about reward
structures and so be bound by fixed links between the job undertaken
and the reward given. Merit pay is likely to feature strongly. Com-
munications are likely to be ubiquitous and exist in a climate of fluid
organizational structuring, unhampered by a culture of excessive
formality.

. Informal networks: This type of network involves the network of con-

tacts that people make socially as a direct result of their chosen career.
It is built up of contacts made at previous employees” mutual interest
groupings based around a shared passion (i.e. the ‘Building’ half-
marathon or the Chartered Institute of Building (CIOB) golf challenge).
These networks are not formalized and the learning may be highly
personalized but it frequently accesses market intelligence: soft, vital
channels of information which can be used for personal or corporate
benefit. Often it is both.
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6.7 Investors in People stan