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ABSTRACT

The main problem for construction industry in Malaysia is the late delivery of
projects. Due to late delivery of projects, the Government has introduced various
strategies to ensure the delivery of projects right on time, as stipulated in the
construction contracts. For projects worth more than RM10 millions, the Government
has imposed the use of Industrialized Building System (IBS). Although, the
Government has done a lot of promotions and efforts towards encouraging the use of
IBS system, however, the contractors’ response towards it is vital to improve the
future of our construction industry. This research is carried out by circulating sets of
questionnaires to contractors who are registered with Construction Industry
Development Board (CIDB). The focus is given to Grade G7 contractors because they
are entitled to bid for work starting RM10 million and above. Secondary data is
collected from IBS Centre and through some reading from industry publications such
as ICU Weekly Performance Report, IBS Digest and others. Some of the data related
to IBS system is collected through communications with industry experts and
professionals. Most of the respondents are Bumiputra. They have undertaken three (3)
or less IBS projects. Almost 90 percent of completed projects come from public sector
development plans. From the survey, it is found that 71.3 percent preferred the use of
pre-cast concrete system followed by pre-fabricated timber system with 13.9 percent.
Only 47.8 percent of projects complied with the minimum requirement IBS score of
70 points and above. 65.2 percent of respondents did not know about Treasury
Circular imposing the use of IBS system. 71.3 percent agreed that through their
experience, the use of IBS system was moderate. However, most of the respondents
agreed that IBS method will succeed in the future between the year 2016 to 2020.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION TO THE RESEARCH

Building construction consists of various activities which involve land surveyors,
planners, architects, engineers, quantity surveyors and finally contractors. Most
professionals will participate from planning, designing, supervising and finally to
completion of projects. They will carry out their roles professionally to ensure the
quality of project, are within the agreed price and timely delivery.

Based on Outlook and Policy in 2014 (Bank Negara Malaysia, 2013), the key
drivers sector to overall growth would be the services and manufacturing sectors. The
construction sector came last in the year 2013, which contributed only 3.7 percent
from total Gross Domestic Products (GDP).

However, there are plenty of construction activities that falls under services
and manufacturing sectors. Activities such as manufacturing construction material,
including IBS products. Construction activities also support finance and insurance,

transportation, utilities, and equipment rental.

1.2 THE IMPORTANCE OF CONSTRUCTION INDUSTRY

Based on a CIDB Report (2014), CIDB had recorded a total value of RM123.72
billion which consisted of RM23.56 billion (19 percent) from public sector and
RM100.16 billion (81 percent) from the private sector. The distribution of

construction from public sector was recorded as the following; 30 percent was from



residential projects, 41 percent was for non-residential projects, 8 percent for social
amenities projects, and the remaining 21 percent for infrastructure projects.

This expenditure for construction was very huge, and with the accordance with
the nature of the construction sector’s activity, which functions as the catalyst and
stimulates the movement of other economic sectors. Therefore, not only the
Government, but the industry players also should take this opportunity to leverage on
the IBS system. IBS system should be the tools to simplify the construction processes.
Furthermore, IBS system should had taken place in order to expedite the
implementation and timely delivery of projects.

However for the year 2013, under the 10" Malaysia Plan, Economic Planning
Unit (EPU) had an allocation of RM96.75 billion ceiling with approved 2013
allocation by the Ministry of Finance of RM44.41 billion (ICU, 2013). Until 17"
November 2013, Accountant General Department (JAN) had reported that only 70.2
percent of average expenditure. If we go back to earlier record (ICU, 2013), until 30"
June 2013, JAN had recorded only 34.5 percent on average expenditure. It is a
worrying situation where at the end of June 2013, not even half of the allocation was
spent. As we are made to aware, the Government had to borrow the allocation thus not
maximizing the allocation given would be a waste. When it comes to borrowings,
there are interest charged. Hence, the Government is very slow in implementing
projects and this will affect the delivery of services to the people.

In term of projects, as of 17" November 2013 (ICU, 2013), EPU had approved
4,635 projects that consist of 3,132 (RM54.2 billion) physical projects and 1,503
(RM42.5 billion) non-physical projects.

According to the weekly report by ICU (ICU, 2013), there are 922 projects that

were completed and delivered. There were two projects which did not take off and



219 projects were still in the planning stage. 278 projects are reported delayed. Details

of project are available in Table 1.1 below.



Table 1.1 Report of RP3 (2013) Expenditure and Project Implementation until 17" November 2013

< (@) — S Y— X |
= — T ol w O |- - | @ | a = | X
A R EHEHEE
o £

v X v w 5|32 = 5 = Y |5 |F

CEILING 95| 89| 35| 37| 76| 224] 25| 34| 13| 42| 07| 17| 33| 14| 19| 81| 03| 04| 20| 62| 24| 03| 09| 09| 975
(RM BIL)

TOTAL 1084] 596| 428| 337| 299| 241| 193| 191| 157| 120| 103| 98| 92| 87| 76| 56| 53| 51| 44| 41| 40| 19| 19| 19| 4635
PROJECT
UNDER RP3

COMPLETED | 488 | 61| 11| 97| 33| 25| 38| 24| 42| 15| 20| 0] 9| 5| 1| 4] 10| 12| 1| 4] 10| 2] 0| o] 92
PROJECTS

NOT STARTED 0 o 0] 1| ol o] o] o] o o] o] o o] o o] o] o o] o] 1| o o] o] o 2
PROJECTS

PLANNING 2 32 1| 0] 20| 18] 0| 13| 47| 3| 30| 12] 3| o] 24 1| 1] o 3| 4] 2| o 8| 8| 219
PROJECTS

DELAY 07| 16| 6| 25| 26| 17| 18] 2| 10| 6] 9] o 5| o 2| 5] 14 1| 1] 8] 2| o o] o] 27
PROJECTS

Source: ICU, JPM




According to ICU, there were only 239 physical construction projects that
delayed. In the pre-implementation phase, most of the projects were delayed during
design (15) and procurement (19) stages. Careful measures are taken during this
design stage as the designers are taking all their effort to fulfil client departments’
requirement. This will minimize ratification during construction process. On the other
hand, procurement process will consume time as this process requires certain time
frame set by the MOF. Tender evaluation process also takes a lot of time. This process
is vital to ensure that only competent contractor will be assign the task to do the job.

However, in the implementation phase, the main problem occurred during
implementation which consist of 160 projects. It was a going concern where 66
percent of delayed projects were in construction of works. This means that we are
having problem in delivering our projects. Delayed implementation of projects still
occur even though a stringent selection process of competent contractors are followed.
Details of delayed projects in various implementation stages are shown as Table 1.2

below:



Table 1.2 Details of Delayed Projects in Various Implementation Stages until 17" November 2013

Pre-Implementation Phase Implementation Phase Post Implementation Phase Total
52 projects (22 percent) 172 projects (72 percent) 15 projects (6 percent)

S g 2 c 5 2, |Bs |22 |8 o 28 | L2-

E=g] g — =) = 5 2 < 2 3 S = S S E o= 0

sz |25 | B ; 8 52 |82 |&8Z |3 5 =2 |E8%

S KB [ m e I T O a O O © 1 T IS [a W=}
KPM 1 5 2 4 2 - - 69 1 4 - 2 90
KKR - 1 3 6 2 - - 13 - 1 - - 26
KKM - - - - 1 - - 23 - - - - 24
JPM 1 - 1 - 2 1 - 7 - - - 15
KKLW - 2 - - 4 1 1 6 - - - - 14
KPKT - - - 1 - - - 12 - - - 13
KPWKM - - 1 4 3 1 - - - - - 1 10
MOTAC - - - - - - - 9 - - - - 9
KDN - 1 - - - - 5 - - - - - 6
KETTHA - - - - 2 - - 4 - - - - 6
MOA - - - - - - - 6 - - - - 6
MOF - - - - - 2 - 1 2 - - - 5
MinDEF - - - - 1 - - 3 - - - - 4
MOT - - - - - - - 3 - - - - 3
MPIC - - - - 1 - - 1 - 1 - - 3
KWP - - - - 1 - - 1 - - - - 2
KBS - - - - - - - 1 - - - - 1
MITI - - - - - - - 1 - - - - 1
NRE - - - - - 1 - - - - - - 1
TOTAL 2 9 7 15 19 6 6 160 3 6 0 6 239

Source: ICU, JPM




A study by Abdul Rahim, Singh, Md Yusof and M. Abdullah (2011) stated
that the problems faced by employers in hiring foreign workers are high costs, lengthy
procedures and the legal requirements and the time taken to obtain the approval. These
are factors that frustrate employers in hiring legal foreign workers. Therefore, the
implementation of IBS system is the right move towards reducing dependency on
foreign workers.

This study will concentrate on the efforts taken by the Government on
imposing the use of IBS system. The implementation of IBS system, hopefully, would
shortens construction period and speed up delivery of projects as stipulated in the
Roadmap for Industrialized Building System (IBS) in Malaysia 2011 — 2015 (Elias
Ismail, 2011). This study is also to ascertain the contractors’ response and awareness

on IBS as their understanding are vital in order to move forward.

1.3 PROBLEM STATEMENT

One of the major problems for construction industry in Public Sector is late delivery
of projects. Due to late delivery of projects, people will face problems to seek for
services provided by the Government. The Government cannot provide proper
services as the infrastructure is not ready.

Before switching to other methods of construction, i.e. IBS system, the
Government, through PWD, is very selective in determining which contractor to
undertake the projects. However, there are still projects awarded to incompetence
contractors. Therefore, projects cannot deliver on time.

In 2003, the Government had introduced various strategies to ensure the
delivery of projects on time as stipulated in the contract. To overcome this problem,

the Government had played their role by imposing the implementation of IBS system



in public projects. Projects valued above RM10 millions have to undergo IBS system.
From the studies made by CIDB (CIDB, 2007), the implementation of pre-cast
concrete method (later named as IBS system) will shorten the construction period thus
speed up the delivery of public projects.

However, the usage of IBS system does not guarantee efficiency of delivery of
public projects. Efforts done only by the Government will not ensure the delivery of
public projects on stipulated time. This has to follow with strict enforcement to ensure
that all parties concerned are using the IBS system.

Before implementing the IBS system, the conventional technique also fail to
deliver public projects on time. This might be that contractors do not show their
seriousness in delivery public projects on time. Studies need to be conducted to
identify their understanding towards IBS system. Contractors’ feedbacks are vital to

understand any shortcoming and the way forward for IBS system.

1.4 RESEARCH OBJECTIVES
The main challenge of the Government is to deliver public projects on time. Opting
for IBS system was a move to ensure the efficiency delivery of public projects.
Engagement between Government, through CIDB and PWD, with construction
players need to address, to identify feedback or shortfalls from the contractors’ angle.
Therefore, the objectives of this study are basically:

i. To find out and compile efforts made by the Government to promote IBS

system; and
ii. To find out contractors’ responses on promotion and their understanding

toward IBS system.



