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Abstract 

Construction Industry is the source of employment for people of all walks of life, next only to 
Agriculture. Its contribution to National Income is also substantial. The Mission of House for 
All by the Government of India is commendable. The laudable objective of this Mission is 
that all in the country must own a dwelling unit for themselves.  

The Mission is creating awareness in the minds of people of farthest remote areas as well. 

In the city, the rents are on the increase. This is due to heavy movement of people from rural 
areas to urban areas for employment purposes and business opportunities. 

The increased income levels of people enable them have substantial disposable income at 
their hands. 

The mind set of youngsters, particularly in the city, is to own an apartment, when they start a 
new life after marriage. The first major action the newly wedded couple embark upon is to 
buy an apartment for themselves. The availability of long term institutional finance is further 
influencing them for early purchase of a residential unit. 

The city and outskirts are witnessing large scale construction activities, unlike before. 
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Methodology 

Visit to construction sites, observation and personal discussion. 

 

Contours Details 

No. of sites visited 2 

No. of floors 4 and 7 

Migrated Labour Present in the second site 
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Labour strength 75 and 100 (approx.) 

Statutory compliance 100% 

Facilities offered Covered Car Park, Lifts, Power Back 
Up, CCTV, 24X7 Security, Gym, 
ATM and Pharmacy.                      
The second site has premium 
features such as Swimming Pool, 
Children Play Area, Amphitheatre, 
Super Market etc., 

Site condition & observance 
of safety and security 
measures 

First – Moderate                                        
Second - Excellent                                                  

                                           
Use of Machineries 

First – Labour intensified                                
Second – Commendable use of 
machineries 

 

Observation 

The first site was labour intensified whereas the second site was, though more of labour too, 
supported by good use of machineries (cranes, concrete mix machines, JCB etc.,)   

Purchasing pattern was local for the first site and that for the second one, it is through Supply 
Chain Management. 

Own labour was used in the first site and in the second, labour was through Labour Contract.  

Female workers were markedly low in both the sites. It was understood that nowadays ladies 
do not prefer construction jobs. They easily get employment in Garments and other 
companies. They would prefer to go to housekeeping jobs as well but construction job is not 
in their willingness list.   

How to achieve Cost Reduction? 

There are basically three ways through which, prudently, cost reduction can be effectively 
achieved. 

Men 

Materials and  

Money. 

Break up of Costs 

Cost is divided into Fixed Costs and Variable Costs. 

Fixed costs are those which are incurred fixed irrespective of the activities taking place or 
not. Land cost is a fixed cost. Similarly, the expenses incurred in connection with 
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Government   Approval, Architects fees, Structural Engineer fees and other Administrative 
Expenses are fixed costs.     

The variable costs are those that will vary proportionately to the usage and activities taking 
place. A wise builder will always take all possible steps in trimming the costs in construction 
as cost is directly related to profits. Wasteful expenses erode the profitability of the project. 

Be an Adept in the Management of 3 M  

MEN:   

New/Small Builders  

If the Builder is new to the business, then it is advisable that he go in for Turn Key Project. 
By assigning the responsibility to the Turn Key Contractor and pumping the money as and 
when needed, he can remain cool and complacent and the project would come up on its own. 
The Builder should be alert on one thing, that is,  the project should be completed as per the 
committed date of the Contractor. No delays, whatsoever, be permitted.    

Small Builders also prefer Turn Key Contract. 

Large Builders 

Large Builders, who are in the field for decades, having completed many projects at many 
places, always prefer Labour Contract. 

The builder of the second site, has only very minimum number of personnel in his permanent 
payroll. The construction workers are through Labour Contractors only. He would normally 
take up projects at two to three locations simultaneously and enjoys the mobility of men and 
materials to control any exigency or emergency. 

As his representative, he would position a Site Engineer at each site who would oversee the 
activities of the people at the sites. This Site Engineer is like a link between the Builder and 
the Contractor. Problems are heard by him, discussed by him and solutions passed on. 

By virtue of their enormous experience, they are trouble shooters and they could foresee 
things better by themselves.   

They would clearly advise the Contractor on what sort of people are required at their sites. In 
other words, they are expert planners and want the things, as per their demands and 
expectations, to be performed by the Contractor.   

Measuring Productivity of Labour is a difficult thing. The reason is that labour productivity 
depends on various other things as well. In the first site, the group of people, who are experts 
in marble flooring arrived at the site on time. The truck, carrying marbles came on the latter 
part of the day. The unloading consumed the balance time resulting virtually no work for the 
day, though the labourers were at the site, since morning. 

They were, of course, paid. The productivity of labour was zero and wasteful wages were 
paid to them (since it is not their mistake).  

With closer co-ordination with suppliers and logistics group, the big builders ensure that 
labour productivity is always to the full level of utilisation. 
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Their experience and comfortable financial position enable them reap all the benefits. 

Labour productivity plays a dominant role in construction activities.  

There are also occasions when lack of clarity in communication and misconstrued commands 
produce mounting losses to the builder. Litigation issues cropped up as to who should be 
fixed to bear the brunt of losses. Language barrier should not exist, especially, in construction 
sites. 

A skilled labour is an asset to the builder and a knowledgeable labour is an asset to the 
contractor himself. Hence, the builder should be shrewd enough to have the right type of 
people placed at the site. 

In this regard, it is worthwhile noting that “effective recruiting practices can have a 
significant positive impact on the organisation whereas, poorly designed and executed 
recruiting strategies will have both short term and long term negative impacts. The 
measurement focus is on cost and productivity in the short term and quality in the long term”. 

(Source: Pages 202 – 203. Book Name: Accountability in Human Resource 
Management. Author: Jack J. Phillips. Copyright @ 1999 Butterworth-Heinemann. 
Originally published by Gulf Publishing Company, Houston, TX 10 9 8 7 6 5 4. 
Butterworth-Heinemann, 225, Wild Wood Avenue, Woburn, MA 01801 – 2041. ISBN: 0 
– 88415 – 396 – 7)         [  1  ] 

It was observed in the second site that they have periodic meeting, once in a fortnight with all 
the workers at the site where they have the opportunity to discuss with the Site Engineer. 
While the Site Supervisor is the person of Labour Contractor, the Site Engineer is the 
representative of the Builder.  

This periodic meeting enables all the people to express their problems and sound their views. 
Minutes are made and circulated to people concerned (which will have remedial action for 
the problems faced). 

This is attributed as one of the reasons for their success and lead in the field. 

One more important thing that requires mention is the ‘repetitive jobs’. This comes in two 
ways. One by way of wrong performance of the workers (wherever the mistake lies – on 
workers or on site supervisor) and the second one is from prospective purchasers who would 
insist on the builders to make modifications in the construction, suiting their desires.  

The reason being whatever – the job done more than once is a repetitive job. First, this is only 
an unproductive job causing cost penalty to the builder. Second, in fact, very risky one this is, 
doing this often at frequent places will weaken the construction as such. 

This is a common phenomenon with small builders – quality of their workers being what it is 
and in their anxiety to conclude sale, they would budge in to any desire of the prospective 
buyers and would go to any extent in the repetitive job. 

They are, either aware of what they are doing or oblivious of the consequences of their 
action, only weakening the very structure. 
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This is certainly not the case with eminent builders. Their specifications are fully chalked out. 
They are clear and firm in their construction plan. Eve slight deviation will not be allowed 
from what is planned and approved. 

This is the reason for their roaring success in the field and the base for customer’s faith in 
them.  

Big builders who do simultaneous construction at many places, only occasionally visit the 
individual sites but their people are (Project Managers, Site Engineers etc.,) gems and they 
just do what is expected of them and also make others do what is theirs. 

It is not employee strength that matters to the builder but the individual strength of the 
employees only matters and contributes to the builder. 

Human Resources is most precious and stands top of all. 

Selection and induction of right people at the site and managing and nurturing them for their 
best productivity only promote the builder to the zenith of name and fame. 

MATERIALS 

Materials constitute major portion of the cost of construction. It is estimated that the life of a 
concrete building is estimated to be anywhere around 60 to 70 years. This means that the 
building should remain intact, bearing testimony to the quality of construction, at least for 
sixty years. 

The general practice with small builders is that they would not mind using any brand of 
inputs and are normally not brand conscious. Their preference is always local procurement 
and in small quantities as and when required. They would not be prepared to invest on 
inventory and hence this mode of operation.  This is the main reason that they feel a local 
source is always ideal. 

In the case of large and established builders who are in the field for more than 4 to 5 decades, 
they always believe in a sound Supply Chain Management System. In order not to take risk, 
however quality oriented and sound the supplier is, they have more than one source of supply 
in their chain. Their off take is assured and the suppliers are also confirmed of business 
dealings with the builders. 

This gives excellent opportunity to both to plan the demand and supply requirements. The 
annual requirement of the builder is chalked out and Annual Rate Contract is entered into 
with the suppliers. The requirements, month wise, are indicated and the supplier is also able 
to gear up his production schedule accordingly. 

The system of Supply Chain Management offers enormous benefits, to the builders, more 
particularly. 

• They are assured of excellent quality of supplies. Since the Builders’ selection of 
suppliers is purely based on (a) quality (b) experience (c) reputation (d) price (e)     
after sales service, all these benefits accrue to them straightaway.  

• The builders heave a sigh of relief as they are not affected by the market volatilities 
and trade cycles in as much as they are protected by Rate Contract with the suppliers. 
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• Large Scale Builders have excellent counselling and advice from Cement 
Manufacturers themselves. This helps them a lot in the Concrete Mixing, Fixing and 
Curing. Concrete plays a pivotal role in the quality of the construction.  

• The Builders are able to get the quality standards and continuous improvements in the 
products and services offered by the suppliers, by passing and sharing of technical 
information with the stake holder in the SCM.  This Open and Free Flow of 
Communication binds both the Builder and Supplier and also all the stakeholder in the 
SCM to translate professionalism in practice.  

• The Builders are free from the bother of Material Planning and Inventory Control 
which was a major concern, those days. The greatest benefit of SCM is that the 
supplier is fixed with all the responsibility and accountability in regard to timely 
deliveries.  

• The established builders, who undertake multi projects at different locations, give 
weekly delivery schedules combining all the projects requirements, to the suppliers. 
In the JIT system, the builders are able to precisely plan their other activities such as 
manpower planning and financial planning. 

• Space constraint is the common feature in almost, all the projects in the city. They 
have to operate selectively and smartly in their day to day construction activities. 
Construction in rural areas is easy where open space is available aplenty. City 
construction calls for tremendous planning in daily activities. 

• Delayed delivery will hamper the progress of work and bulk delivery will bother them 
with space problem. In the Supply Chain Management System, the supplier is to bear 
all these things in his shoulder and the builder is free headed with respect to these 
tantrums.  

• Large Builders have supply chain management with machinery suppliers too. In the 
second site, it was remarkably exhibited that the delivery trucks from the supplier and 
also the cranes from the Logistics Group arrived almost simultaneously. The whole 
activity was perfectly executed. This is one of the striking benefits of SCM. 

The benefits of Supply Chain Management can be best described as “Under JIT Purchasing, 
good vendor relationships are very important. Buyers take measures to reduce their lists of 
suppliers, concentrating on maintaining close working relationships with a few good ones. 
Vendors are more willing to commit resources to the job of shipping according to a buyer’s 
JIT system given a long term relationship. Moreover, price often becomes secondary to other 
aspects of the relationship (e.g., constant high quality, flexibility, frequent small deliveries 
and quick response to problems)”. 

(Source: Pages 698 – 699. Book Name: Operations Management – Ninth Edition. 
Author: William J Stevenson. Copyright @2007, by The McGraw-Hill Companies, Inc, 
Indian Adaptation done by arrangement with the McGraw-Hill Companies Inc. New 
York. Tata McGraw-Hill edition 2009, Published by: Tata McGraw Hill Education 
Private Ltd, 7, West Patel Nagar, New Delhi 110 008. ISBN: 13: 978 – 0 – 07 – 066821 – 
8 and ISBN: 10: 0 – 07 – 066821 – 3)         [  2  ] 
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Use of Precast Concrete 

Precast Concrete is being widely used in the multi storey constructions now.  The definition 
for this is “Precast Concrete structure is an assemblage of precast elements which, when 
suitably connected together, form a 3D framework capable of resisting gravitation and wind 
(or) even earthquake loads”.  

It should be further noted that “it is quality ensured, cost effective and fast to erect. Surface 
preparation is so good like marble finish. The concrete is accurately delivered to every part of 
the mould, ensuring zero segregation, honeycombing and minimal vibration”. 

(Source: Pages 5 – 16. Book Name: Precast Concrete Structures. Author: Kim S Elliott. 
Copyright @ 2002, Kim S Elliot, published by Elsevier Ltd, Butterworth-Heinemann is 
an imprint of Elsevier, Linacre House, Jordan Hill, Oxford OX28DP, UK,  30, 
Corporate  Drive,  Suite  400,  Burlington,  MA 01803, USA.     ISBN: 978 – 07506 – 
5084 – 7)                   [   3  ] 

It has a number of advantages and superiorities over the conventional site mix concrete. Most 
important and notable of a few are:   

It is produced in the factory with all advanced construction techniques. As it is factory 
produced, stringent quality checks and thorough inspection processes are ensured during 
manufacture. 

With the use of precast concrete, construction activities can be completed at a much faster 
rate. On site pollution could be avoided. 

The greatest advantage of precast concrete lies in its quality of being fire proof. 

It is easy to handle and transport from place to place. Its installation at the site is also very 
easy. 

With all the latest technologies available now, the precast concrete is also found to be 
reusable. 

Production of precast concrete at factory contributes to environmental protection. 

Above all else, it substantially contributes to the savings of the builder. From the builder’s 
point of view, he gets a number of benefits. The most important of them are: 

(a) Construction time is greatly reduced and it accelerates the process of construction as 
well. This is most ideal for large builders who take up multi projects at a time, at 
different locations. 

(b) Maintaining working capital is made easy. Even established and eminent builders 
largely resort to private money lenders for capital, at exorbitant rates of interest. If the 
construction time is longer, the brunt of interest burden too is longer. On the other 
hand, the precast concrete is a boon to them which speeds up construction activities 
and shortens the duration of interest burden to the builder. 

(c) Wide use of precast concrete ensures reduction of manpower at site. This too is 
contributing significantly to reduced wage expenses. 
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(d) With rapid developments taking place in precast concrete and extensive use of same 
in large construction sites, in the days to come, precast concrete will be used in almost 
all the sites like using “tiles”.  

We have a happy news to share with all. 

“OP Jindal Global University in Sonepat, Haryana built a six floor hostel in eight weeks. The 
university used pre-cast concrete technology – again, that means the building’s concrete 
components were built in a factory and then transported on site, rather than the entire building 
being built on site – supplied Finnish firm Elematic to minimise construction time. 

(Source: https://blogs.timesofindia.indiatimes.com/foot-soldier/a-10-storey-building-built-in-
48-hours-it-happened-in-india/                                         [  4  ] 

M Sand (Manufactured Sand)  

The continuous quarrying of river sand has almost led to depletion of same. Sand constitutes 
about 25 – 30 percent of the construction costs. The soaring demand for sand due to large 
scale construction activities all around and the acute scarcity of river sand have necessitated 
finding out an alternative for river sand. 

This has resulted in the manufacture of artificial sand. The continuous Research and 
Development in the manufacture of artificial sand resulted in supply of “Man Made Sand” 
with same or even superior characteristic features over natural river sand. 

It is quite relevant to read the following. 

“M-sand is the only available alternative to river sand at present and is helping the realty 
sector tide over the crisis they were in. "Its quality matches sand quarried from river beds. 
Manufactured sand is available in various micron levels to suit different construction 
projects," said S Esakkinathan, president (South) Flat Promoters Association Chennai, who 
started using M-sand in the wake of fluctuation in the rates of river sand a year ago’.  

(Source: https://timesofindia.indiatimes.com/city/chennai/m-is-the-word-as-tamil-nadu-
scrambles-for-sand/articleshow/58785222.cms                                   [  5  ] 

The Government of Tamil Nadu is taking vigorous steps to popularise the use of M Sand in 
the place of R Sand. 

Capital the Life Breath  

Any activity depends on Capital only. In construction industry particularly, financial flow 
must be unhindered and continuous. A small hitch in working capital will bring a major halt. 
This is more severe in small scale construction companies who carry on all their activities 
with cash transactions only. 

The Supervisor of the first site made a private remark that every week end will become a 
testing time to the builder as he had to make wages to the site personnel. Instances also are 
there when he slipped in his commitment of wages and consequently, a group of workers left 
the site and joined another site.   

It is a fact that the workers, if not properly paid or treated, will simply abandon the site and 
go elsewhere. This is considered to be a common feature in the industry. The reason is 
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construction workers are always in demand, particularly in the City and outskirts where 
construction activities are largely taking place. The builder is ultimately the person to suffer 
all the losses due to delayed construction/completion of the project. 

In the case of established builders, they do better cash management and most of their dealings 
are through bank transactions such as Letter of Credit etc., and also the approved credit 
period from the suppliers as well. 

While their situation is slightly better off than that of the small builders, it is not a rosy 
picture at all. They do run into liquidity problems.  Institutional finances though available, are 
cumbersome to get and hence they resort to open market money lending practices.  

They can get any amount of money from the private money lenders but only at an exorbitant 
rate of interest. It is easy to get but difficult to clear as the interest rates are too high and 
calculations are quite awesome. 

There are simple but effective steps to be followed to avoid cash crunch, to a great extent. 

• Never buy any material for storage. Inventory accumulation indicates erosion of  
Profits to the builder.   Always, Practise the principle of JIT (Just In Time). The 
bother of delivery be with the Supplier rather than on the builder.   

• The Site Engineer of the second site said that they are in the process of compressing  
their requirements from  one month to fortnight. What this actually means is that they 
do excellent inventory control and also enjoy very good working capital management. 
Fortnightly delivery schedules will be advised to the suppliers.  

• They do smart cash management and also space management. A closer study was 
conducted by them to ascertain the Delivery Vs Usage Ratio which gave them the 
wisdom of further pruning down of JIT with the Suppliers. 

• The bother of payment is also greatly brought down which gave them a cushion of 
effective cash flow operations with other areas.  

• Financial constraint is there with all builders – big or small and the only difference is 
the magnitude of same. 

• An excellent and cautious financial control system is a must. 

The necessity for maintaining excellent Working Capital can thus be explained “Operating 
inefficiencies may creep in due to difficulties in meeting even day to day commitments. 
Attractive credit opportunities may have to be lost due to paucity of working capital. The firm 
loses its reputation when it is not in a position to honour its short term obligation. As a result, 
the firm is likely to face tight credit terms. The inadequacy or mismanagement of working 
capital is the leading cause of business failures” 

(Source: Pages 24 – 27. Book Name: Fundamentals of Corporate Finance. Author: Prof. 
Mark Butcher. Copyright @2016. Published by: Arcler Press LCC, 708, 3rd Avenue,    
6th   Floor,   New York,   NY 10017 – USA. ISBN: 978 – 1 – 68094 – 001 – 5)   [  6  ] 

Insurance Coverage 
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With growing level of risks in construction, mainly due to its multi storey nature, it is 
absolutely necessary that the builder/contractor take insurance coverage for the site. Any 
thought of not taking it on cost basis is just imprudent. 

In the event of occurrence of any eventuality, it will cost the earth.  

A wise builder always gets shielded by the insurance cover.  

The Contractors Plant and Machinery Policy offers a wide range of coverage for the 
construction site. It says that “CPM policy can be issued by covering equipment on 
Anywhere in India Basis” with the following provisions. 

“Full description with identification no. of each and every equipment with valuation should 
be declared. Transit risks from site to site will be excluded. Loading of 10% on the basic 
CPM rate shall be charged to cover floater risks. 

It further says that this policy shall cover any unforeseen and sudden physical damage to the 
property by any cause not specially excluded. This policy shall apply to the insured item 
whether (a) they are at work (b) or at rest (c) or being dismantled for the purpose of cleaning 
or overhauling (d) or when being shifted within the premises (e) or subsequent re-erection.” 

(Source: https://uiic.co.in/en/product/industrial/Contractors-Plant-and-Machinery-Policy                           

                                                                                           [  7  ]                                                                 

Conclusion 

The attitude of small construction people is “cash and carry” business. Their style of 
construction is also peculiar. They do not mind about giving a break for a few weeks or even 
months till such time financial stability is made. They seem to be quite cool on this as their 
style of sales is finished apartments ready to occupy.  

Majority of the work would be completed with their own money and they will come up for 
sale of apartments only at the advanced stage so that the deal could be finished at the soonest. 

The Big and Established Builders enjoy the benefit of Supply Chain Management. They will 
start flashing Ads about their projects immediately after the “Bhoomi Puja” (formally, 
starting the construction at the site, ie, inauguration of construction work for the project). 
Normally, response for booking depends on two essential things – location of the site and the 
reputation of the builder. 

Even large builders, for emergency requirement of cash, resort only to private money lenders 
at very heavy interest rates.  

The reality of the Realty Sector today is that many builders are under financial pressure. Sale 
of apartments is taking place at a very slow pace belying their expectations. The basic reason 
for this is large number of builders are in the field and offering apartments at the same price 
but with more amenities trying to excel the other.  

While it is true that the customers stand to gain by this, prolongation of the situation, would 
adversely affect the builders (all the builders, for that matter). 
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The Real Estate Regulation Act (RERA) has disciplined both the builders and also the 
prospective buyers. Commitment is enforced on both.  

 

Recommendation 

Supply Chain Management offers enormous benefits to Builders. Since their purchases are in 
bulk and frequent, they should have SCM for effective use of money and resources. SCM 
also ensures continuous operation at site as no work will halt for want of materials. 

Besides SCM, it is also equally necessary that the Builder should be in a position to pump the 
money without break. Working Capital Management is vital. In fact, even established, large 
builders were also badly hit by this.  

The Builder should always do cost reduction exercise and faithful adherence to this will 
greatly bring down many wasteful operating costs. This should be continuously done till 
project completion. 

In large projects, since operation of machineries such as Excavator, JCB and Cranes are in 
big use, a wise builder would also enter into SCM with Machinery Suppliers. There are 
delays due to delayed arrival of machineries for erection and other allied activities for the 
Precast Concrete at the site. 

Above all else, committed human resources are the Actual Asset at the site. Proper selection 
and appointment of the right people is a Must for the timely and successful completion of the 
project. 
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