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Introduction 
 
The use of ready mixed concrete primarily involves two parties – the supplier and the 
contractor, although others may come into the picture.  All those concerned are in 
business to make a profit but each tends to look at the financial aspects from a self-
interest point of view.  As a result, conflict often exists as to the economic viability of 
ready mixed concrete.  At the same time, it is often not realised that least cost, for the 
mixing element of the concrete production process, may not produce the least cost in 
overall terms. Sarma members don’t only focus on costs, but quality and durability plays 
a big role. 
 
The problem of getting the sum’s right 
 
It is little use even beginning to consider the merits of ready mixed concrete, in cost 
terms, if the product is suspect – particularly in relation to quality and supply. 
 
The importance of quality, and also satisfying the customer in terms of supply is now well 
recognised; as instanced by Sarma doing its own audits.  These two items have been the 
cause of trouble in the past and varying degrees still are. 
 
It is clear that individual supplier are still very conscious of the quality problem and its 
relationship to the ready mixed concrete image, and find it necessary to continue 
strenuous efforts to improve this aspect.  Quality needless to say, is a prime requirement 
for the contractor and his economics depend upon it. 
 
Supply, too, is a key feature in the contractors’ cost evaluation.  No matter how 
competitive the offered price, failure, in the event, to supply ready mixed concrete at the 
times and rates required, can totally ruin site cost assessments.  For example, labour and 
placing plant may have to work inefficiently and thus, at greater cost than allowed for. 
 
It is therefore essential that the contractor talks to the supplier and reaches agreement on 
what is both possible and can be guaranteed before any comparison with alternative 
supply sources is commenced. 
 
Given that both quality and supply are acceptable, the economic aspects can be 
examined objectively in relation to alternative sources.  While a ready mixed concrete 
supplier is in competition for business, it will be the contractor who has to make the 
decision to use or not.  Each side is frequently ignorant as to how cost judgements are 
made by the other party.  It is therefore desirable to look at both sides separately, initially 
and then consider how combined thinking can play a useful part to the financial benefit of 
both. 
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Contractors Cost Analysis 
If correct decisions are to be made, the contractor will need to carry out a cost 
comparison between ready mixed and site mixed concrete to establish which shows up 
to best advantage.  However, it is frequently not adequately understood what constitutes 
a valid cost comparison. 
 
A truly valid cost comparison involves a three stage analysis comprising: 
 
1. The direct comparison of alternatives 
2. Assessment of intangible factors 
3. Consideration of the influence of alternative methods on related items and the 

contract as a whole. 
 
It is a fact of life that costs in relation to one item in a construction process, always 
impinge on others.  Thus the cheapest solution for one operation may not result in the 
cheapest solution in overall terms.  Each stage of the comparison has to be completed 
and credits/debits evaluated for each.  It will then be the sum of the three which provides 
the basis for decision. 
 
Direct Comparison of Alternatives 
 
Before any direct comparison is attempted, the basis on which it is carried out must be 
established as a fair one.  The only certain way that this may be so is to base the 
analysis on the total concrete process, i.e. mix, haul and place.  Unless this is done, very 
misleading results can be obtained, for example: 
 
1. Ready mixed concrete contains a large haulage element in the price quoted – site 

mixing does not; 
2. The rate of supply from alternative sources may need to be different: 

a. Ready mixed concrete to pump – for best efficiency, high rate supply over a 
short period, 

b. Site mixed to crane – low rate supply over a longer period. 
 
Where the above examples are alternative solutions to a particular concreting situation, 
the total concrete will be the same, but differing pouring gang sizes may be needed to 
achieve overall economy of the method in question. 
 
Method of Comparison 
For site mixing, contractors may have several alternatives at their disposal – one or more 
small plants strategically sited, or for large outputs, the use of a large central batching 
plant – against which ready mixed concrete supply must be examined. 
 
At the time an initial consideration is carried out, the planning process may not have fully 
established the weekly outputs required or the distribution and placing methods. 
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To provide planning freedom and avoid continual re-assessment, cost comparisons are 
most conveniently presented in graphical terms.  In this way the range of cost 
effectiveness for each alternative can clearly be identified by inspection. 
 
Cost elements the total cost of concrete produced per m3 (mix, haul and place) is 
compounded from two distinct cost elements, viz: 
 

a) Weekly running costs 
b) Fixed charges 

 
Item (a) relates directly to the quantity of concrete produced per week, while (b) in its 
relation to cost per m3 depends on the total amount of concrete to be produced.  Each of 
the above elements has a number of components which will make up the final total cost 
involved. 
 
1. Weekly running costs 

a) Weekly plant hire rate for all plant involved 
b) Maintenance allowances 
c) Fuel and lubrication costs 
d) True cost of labour involved (cost to contractor, not take home pay) 

 
2. Fixed charges 

a) Haulage charges for all plant involved (to and from site) 
b) Erect/dismantle costs complete 
c) Cost of associated temporary works required (access, foundations, drainage 

etc.) 
show not only the cost consequences of falling behind programme, but also whether 
a change in method is called for as a result. 
 
To conclude this section, a word or warning is necessary.  It is quite impossible to 
generalise and produce a set of graphs to cover all situations.  Each contract is 
unique and graphical comparisons have to be prepared for the case in question to 
be of any value. 

 
Assessment of Intangible Factors 
 
The second stage in a cost comparison is to examine and assess what can conveniently 
be called intangible factors.  Intangibles can broadly be defined as follows: 
 
“Situations which may or may not occur or items to which money cannot readily be 
allocated”. 
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Examples which fit the above definition are: 
 

i. Implications of plant standing charges if the job should be delayed 
ii. Programme retrieval capacity of alternatives 
iii. Influence of method on site management 
iv. Influence of labour availability, where a labour intensive solution is cheapest on 

a direct comparison basis. 
 
It should be clear from the above that decision making in respect of intangibles is more 
likely to be on the basis of judgement and experience rather than in monetary terms.  
Nonetheless, a decision, for example, to proceed with a method which is more expensive 
in direct cost, but less vulnerable to financial loss in the event of delays, can also be 
regarded as an insurance premium. 
 
Influence on related items and the contract as a whole 
 
Decisions made in relation to the method of concrete supply, distribution and placing in 
position inevitably repercuss elsewhere.  It follows that such repercussions must be 
examined, costed and added to the final sum. 
 
Related items  Concrete construction involves three elements:  concrete, formwork and 
reinforcement.  Relevant questions at this stage are therefore: 
 
1. Does the method increase/decrease formwork costs? 
2. How does it affect the labour balance in fixing reinforcement?  Will premiums have 

to be paid if erratic working arises? 
 
In relation to 1 above, more detailed questions are: 
 

a. Is more or less formwork needed? 
b. What happens to stop end costs? 
c. Is labour balance affected? 

 
Stop end costs, in particular, are now a very expensive item.  Ready mixed concrete and 
a pump may enable suspended slabs to be poured in bigger bays than by alternatives.  If 
so, a significant financial saving on stop ends will result.  
 
It is true to say that this portion of the overall cost analysis may well, on occasion, be the 
final arbiter in concrete supply choice. 
 
Contract as a whole:  Method of choice can also have an influence on the contract as a 
whole. 
 
1. If the concreting method speeds up construction in real terms – a shortening of 

contract time – savings in preliminaries and overheads will be achieved.  Today, 
such items represent a significant part of the contract sum.  
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2. Some methods of concrete supply and placement can have the effect of imposing 
sanctions on site management if the programme is not adhered to.  Here again the 
use of ready mixed concrete and a hired pump are a case in point.  Plans have to 
be made well in advance.  Failure to be ready for planned delivery may well involve 
charges for excessive time on site by readymix trucks and/or compensation to the 
pump hirer.  Site management is well aware of the possibility of such additional 
costs and has the necessary incentive to be ready.  With site mixed concrete, it is 
only too easy to say “leave the pour until tomorrow” if the formwork or steel fixing 
looks like being behind schedule.  Method therefore can have an influence on 
management efficiency and hence preliminary and overhead costs. 
 
 

The ready mixed concrete supplier 
 

Having looked at, in some detail, the way in which the contractor evaluates, or should 
evaluate the validity or otherwise of ready mixed concrete, it is now appropriate to 
consider the suppliers side. 
 
Producers of ready mixed concrete are not only in business to make a profit, but are in 
competition with other suppliers on many occasions and with the contractor as well. 
 
To be successful, therefore, the producing plant must not only be as efficient as possible, 
but management needs an adequate understanding of the total influence of the product 
in monetary terms to a contractor.  It must also be remembered that the supplier’s price is 
cost to the purchaser. 
 
Production cost 
 
The assessment of production cost will be basically the same as that already given for 
establishing the direct comparison of alternatives by the contractor.  Certainly, the 
graphical presentation will be hyperbolic, but assessment of variables may well be more 
difficult.  The ready mixed concrete supplier is the manufacturer of a marketable product, 
but may not be as certain as the contractor of weekly quantities that will be required by 
customers over a period of time.  Assumptions, based on market experience will have to 
be made in fixing prices. 
 
Even so, the market is moving in the ready mixed concrete supplier’s favour and already 
concrete from this source represents as much as two-thirds of all concrete produced.  
That this should be so can only be accounted for by contractors finding solid financial 
advantage in its use. 
 
1. The readymix plant will have very high utilisation over and above the normal 

weekly output.  The supplier can look at his costings in a very different and 
favourable way. 

2. Complete cooperation between supplier and contractor is essential and to a 
degree not normally used in day to day business.  In consequence, coordination 
and planning will be better. 
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3. Taking a major concrete operation out of the normal working week may have 
advantages to the contractor. 

4. Only full three-stage costing can sow if high volume pouring is viable or not. 
 
There is no doubt that the high volume, high rate, pour approach is economically viable in 
the right circumstances but each case will need careful consideration in its own right. 
 
Conclusion 
 
Ready mixed concrete is a fact of life and its use is growing as the range over which it is 
cost favourable to the contractor is widening.  It is not and probably never will be the 
answer to all concreting situations. 
 
The day of the contractor’s assertion that ready mixed concrete is always R1 per m3 
dearer than site mixed concrete is long since past. 
 
That statement was always wrong, whatever the value put on it, as it was largely intuitive.  
Direct comparison of concrete supply costs may, indeed show that ready mixed concrete 
is dearer than site mixed. 
 
It should be clear by now, however, that even if it is, the full and proper cost analysis can 
easily show, on many occasions a complete reversal in the final sum. 
 
To conclude, a word of caution is necessary.  Each site is unique – what was a 
favourable result for one may not be for another.  Each situation must be assessed 
individually in the right way if “getting the sums right” is to be a reality. 
 
Sarma members are always available to discuss the issue of costs and show the benefit 
of not only costs, but also of Quality. 
 
Visit:  www.sarma.co.za 
 
 
 
 
 
 
 
NICO PIENAAR 
DIRECTOR - SARMA 


