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Abstract. The construction industry is one of the largest industries in Malaysia. There were too many 

factors that contribute to construction project success. Construction industry comprises different participants 

including clients, consultants, and contractors (as construction business) that perform different roles from 

conception in order to complete the project. The contractors in Malaysia were categorized into seven Grades 

of contractors starting from contractor G1 to G7. These categories were graded based on a number of 

employees and the value of the project. In Malaysia, G1 to G4 contractors (small grade contractors) are the 

highest company were registered with the Construction Industry Development Board (CIDB). 

Unfortunately, small grade contractors are widely exposed to the highest rate of accidents or risky compared 

to medium and large grade contractors (G5-G7) in this industry. In order to adequately clarify the issues on 

this safety matter, this paper has discussed the problems faced by small grade contractors that influence the 

implementation of safety practice in a construction site. The objective of study is to identify the problems in 

small grade contractors in order to implement safety practice on site. This study was focused on small grade 

contractor in Malaysia. The data for this study were supported by previous studies are reported in the 

journal; statistic of accidents in the construction industry by Department of Occupational Safety and Health 

(DOSH); contractor information; statistic of contractors are registered under CIDB; safety book; and 

internet sources. This study had found that the small grade contractors have some issues related to safety 

practice whereas they did not have proper standard of safety (general safety act and regulation); they cannot 

appoint Safety Health Officer (SHO) to handle the site safety; have limited external resource; and also small 

grade contractors have financial constraints. Based on this review, it can be concluded that small grade 

contractors have more lacking in safety management and consequently, the rate of accidents still higher in 

the construction industry. However, safety management in small grade contractors can be improved with 

support by external resources such as researcher, large grade contractor, government, and pressure from 

authorities. 

1 Introduction  

The construction industry continues to play a big role in 

the development as many construction activities have 

been carried out to meet the highest demand of the 

expensive market. The construction industry is a 

complex practice by nature due to fragmented working 

processes, which involve many stakeholders [1]. The 

construction project was conducted by numbers of a 

player such as contractors, consultant, engineer, and 

client. The vast majority of a construction company are 

small grade contractors that rely on outsourcing 

personnel as required [2],[3]. Small grade contractors are 

constitutes over 99% of construction sectors in United 

Kingdom (UK); more than 99% in European Union (EU) 

and 97.3% in Malaysia [4],[5],[6],[7],[8], 

[9],[10],[11],[12],[13],[14]. Small grade contractors are 

vital to the construction industry operates in order to 

improve the overall performance of construction 

industries across the world [8].  

 The definition of small grade contractors varies 

from country to country. Small grade contractors are 

defined broadly as one with limited capital investment, 

who may need financial and managerial support to run 

their business [15] effectively. In this study, micro grade 

contractors (G1) and small grade contractors (G2-G4) 

was merge as small grade contractor’s categories and 

have the same definition. For small grade contractors, 

creating an enabling environment includes removal of 

barriers to their entry into the market and to their growth 

and sustainability. 

Small grade contractors can be a powerful 

mechanism of generating job opportunities, and they 

have been long believed to be important in supporting 

and contribute positively to the economics of the country 

[16] [17] [18]. In addition, small grade contractors also 

can perform small project at different and remote 
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geographical locations that might be unattractive to large 

grade contractors, or it is too costly using the large grade 

contractors [18].  

However, the project value for small grade 

contractors is limited based on grades. The previous 

study was summarizing that the value of the project for 

small grade contractors as represented in Table 1. 

Consequently, small grade contractors have limitation to 

take of the project and they only can conduct the project 

not exceeding RM3,000,000. The works categories in the 

construction industry are civil works, building works, 

mechanical and electrical works. Basically, small grade 

contractors will conduct the projects renovation, 

maintenance, and new building.  

Table 1. Summary of project tender limitation. 

 

Company Size Project value Sources 

Micro (G1) 
Not exceed RM300, 000 [28] 

Not exceed RM200,000 [2] 

Small  

(G2-G4) 

Not exceed 50,000,000 Bath [16]  

Not exceed $2,500,000 [18]  

RM 300,000-RM 3,000,000 [28]  

RM 200,000-RM 3,000, 000 [2]  

Medium  

(G5-G6) 

Not exceed 200,000,000 Bath [8]  

Not exceed RM 10,000,000 [17] 

Not exceed RM 20,000,000 [28] 

Large (G7) Unlimited [17],[28] 

 

Unfortunately, the construction industry also exposed 

to highest risk and most hazardous industry due to 

fatality rate is five times more likely than the other 

industry [19],[20],[21]. According to previous research, 

the small grade contractors endure a greater burden of 

accidents in construction industry compare to large grade 

contractors [4],[22],[6],[10],[11],[7],[23],[24],[25],[26]. 

Referring to [27], the accident does not just happen, it 

may cause by unsafe acts, unsafe conditions or both. 

Additionally, the causes of the most accidents in the 

construction industry are also mainly attributable to 

management negligence or inadequate workers safety 

awareness [22].  

To prevent accidents, one must know the causes of 

the accidents in the working environment such as 

inherently hazardous construction project, what is the 

safety practice that implements at the workplace, 

personal and project factors, and mechanisms or 

equipment that lead to accidents.  Effective safety 

approaches may be taken to prevent and minimize 

reoccurrences in the future [1]. 

 
2 Challenges faced by small grade 
contractors in safety practice 

Issues on safety are the major problem in the 

construction industry. The construction industry also has 

been identified as one of the most dangerous industry as 

stated in the Social Security Organization (SOCSO) [27], 

[29]. In fact, the safety part in construction work is 

entirely subjective, and such a complex phenomenon of 

study to implement due to the industrial safety has 

undergone significant changes over the past decade. 

2.1. High competition between small grade 
contractors  

The small grade contractors are dominant in the 

construction industry, but they are largely unregistered, 

operate in the informal sector of the economy and 

minimal formal business systems [3]. In Malaysia, the 

total of local contractors (76, 651) that were registered 

with CIDB from 2014 until 2016 as showed in Fig. 1. 

There was a sharp increase of 11.5% from 2014 (67,833 

contractors) to 2016. Surprisingly, the G1 to G3 

contractors show the highest registration in CIDB, which 

amount to 59,666 (10.66%) contractors in 2016 [2].  
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Fig. 1. Number of contractors registration with CIDB. 

 

Based on this statistic, it can be concluded that the 

small grade contractors have the highest number of 

companies in this construction field rather than large 

grade contractors. Consequently, small grade contractor 

facing increased competition due to the real long-term 

decline in demand, and many contractors have responded 

by shedding labour [3]. Large grade contractors 

responded by moving into the international market, and 

they can choose who they want (small grade contractors) 

as the subcontractor. Because of that, small grade 

contractor try to tackle large grade contractor by putting 

the lowest price in their project tender and at the same 

time they try to maximize their profit. Usually, sub-

contractor will cut cost from the safety part in project 

tender in order to increase their profit. As known, the 

contractor (main or sub-contractor) must be provided 

with the Personal Protective Equipment (PPE) in good 

condition for every project. If the PPE is not in good 

condition such as not function as usual, the contractors 

should be replaced for the new equipment to avoid the 

accidents occur at the workplace. The PPE equipment 

must be checked before a project start to make sure that 

the equipment fully functional and workability. 

Unfortunately, most of the contractors in the 

construction industry did not practice and implement 

safety accordingly in the workplace. Because of that, the 

safety practice in small grade contractors is still lacking, 

and the accident cannot be reduced effectively.  

2.2 Highest accident   

The DOSH Ministry of Human Resources most recently 

recorded a worrying rise in accidents in the construction 

industry [30]. The number of fatal accidents occurred in 

Year 

No. of contractors 
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Malaysia alone saw a highly dominated figure coming 

from the construction sectors as represented in Fig. 2 

[12]. These reports on accidents merely only describe the 

cases of accidents, but did not mention the factors that 

lead to those accidents. According to [30], the common 

factors causing an increased risk of injury to workers are 

when they are involved to unsafe act during working; 

lack of safety management; OSH management problems; 

lack of awareness and law; unskilled workers and 

hazardous work environment. 

 
Fig. 2. Statistic of a fatal accident by sector in the year 2017 

[14]. 

 Small grade contractors are compromised in the 

construction market and also have high accident rates 

[4],[22],[10],[31],[7],[32],[25]. According to [25] the 

ergonomic, physical and chemical work environment is 

also more hazardous in small grade contractors than the 

largest ones. The Fig. 3 shows the accidents statistic in 

construction industry according to the grade of 

contractors. Surprisingly, the statistic shows the small 

grade contractors experienced the highest accident in the 

construction industry since 2000-2007. Basically, small 

grade contractors mainly contribute to less adequate 

management skills, less ability to implement safety and 

health works, insufficient worker safety awareness, 

failure in labour safety laws and regulations compliance 

and inadequate safety protection measures and facilities 

[22]. According to [22], the causes of occupational 

accident for small grade contractors is because of a lack 

of working experience, temporary workers, the employer 

did not provide proper PPE, the PPE did not correctly 

use, the safeguards and hazard warning sign were 

ignored or not used in the working environment, falls 

and tumbles. In addition, the employers have poor health 

and safety managing skills and often neglect health and 

safety training in the workplace makes an even greater 

contribution to the persistently high rate for occupational 

accident occurrence. Referring to Arewa and Sorenson 

[4],[25] the quality of safety and health management 

system and workplace assessment in small grade 

contractors is highly remarkable compared to medium 

and large grade contractors. 
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Fig. 3. Accident statistic by grade of contractor since 2000-

2007. 

2.3 Lack of safety laws and regulations for small 
grade contractors 

In Malaysia, law and regulations in construction safety 

have been created and were established in 1967. The law 

and regulation of construction practiced at construction 

site are such as Factories and Machinery Act, 

Occupational Safety and Health Act, Guidelines on 

Occupational Safety and Health in Construction 

Industry, and Guidelines for Public Safety and Health 

[14]. [33], mentioned that a big gap between the 

statement in the policy and what actually happened in 

safety practice are widely stated in the policy but slightly 

implemented on site. The lack of enforcement from the 

authorities can cause the lack of safety implementation 

in construction site although Malaysia already has a 

good law and safety policies. This is because the 

supported, force and advice from the authorities is very 

important for small grade contractors in order to create 

the awareness and to improve the safety management in 

the workplace.  

 However, safety law and regulations are not enough 

if it stands alone without the assistance of another safety 

framework or safety system. Additionally, safety law 

and regulations in construction are too general, and it is 

not explicitly based on the grade of contractor such as 

small (G1-G4), medium (G5-6) and large (G7) 

contractor. Basically, contractor G5 to G7 are being 

implemented the existing construction safety law and 

regulations because the work environment, law and 

legislation on OHS have been mainly based on medium 

and large grade contractors and all requirements already 

fulfilled by them [34]. Every grade of contractors has 

their own characteristics which are the management of 

their company, speciality and the weaknesses. 

Consequently, based on the characteristic, not all of the 

contractors can implemented and follow the existing 

safety law and regulations in their company especially 

small grade contractors.  
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2.4 Safety personnel  

2.4.1 Safety and health officer (SHO) 

According to [28], SHO will be appointed for the 

observation, opinion, advice their employer, and to 

handle the safety and health management on a 

construction site. The SHO has enough experience and 

excellent performance in construction safety with seen 

they have green book certificate proven by DOSH. 

Additionally, the SHO is directly workings under 

DOSH, and they always update on the issues and new 

regulation related to safety in a construction site.  

 Referring to DOSH requirement, the value of the 

project to appoint SHO should exceed RM20 Million. 

So, based on the requirement, large grade contractor 

(G7) can nominate SHO because the value of project for 

G7 is unlimited. Unfortunately, the small grade 

contractors cannot appoint SHO due to that requirement. 

The value of the project for small grade contractors is 

not exceeding RM3 Million. Financial insecure faced by 

small grade contractors is one of the barriers for them to 

appoint full-time safety personnel, and to arrange the 

formal safety management in their company [12]. 

Consequently, the small grade company implement the 

improper standard of safety management in construction 

site [33]. Small grade contractors have some problems 

with safety such as improper standard of safety law and 

regulations and lack of safety practice compared to 

medium and large grade contractors. It’s supported by 

[35], whereby the large grade contractors with a high 

value of project show the good performance in safety 

management instead of small grade contractors. 

2.4.2 Site safety supervisor (SSS)  

The SSS is responsible for assisting the companies’ 

manager in encouraging the safety and health of any 

person employed [2]. SSS can be appointed by small 

grade contractors as safety supervision for their 

company.  The SSS can work around 15 hours per week 

or 3 hours per day as well as the job scope of SSS such 

as safety meeting, safety inspection on site and give 

toolbox meeting for their workers on site [2]. In addition, 

the limitation of employees in small grade contractor can 

cause the SSS to do the other works which are not 

related to safety matter. Consequently, SSS is not 

enough to handle the safety in construction due to time 

constraint and over workload. 

 The numbers of employees are not exceeding 30 

people in most of the small grade contractor companies. 

[2]. Referring to DOSH [14], the employees in 

contractor companies should exceed 20 persons in order 

to engage one full-timer of SSS as to fulfil the DOSH 

requirement. Thus, only the small grade contractors with 

G4 can appoint one of SSS to handle everything on their 

site because the number of employees is exceeding 30 

persons. However, contractors G1-G3 cannot appoint 

safety’s personnel in charge (expert) because they were 

not fulfilling the requirement. The requirement is one of 

the factors that the small grade contractors lack in safety 

and cause the highest number of accident event that 

occurs in this industry. 

2.5 Employees in small grade contractors  

The accident rate in the construction industry was 

influenced by the small number of employees.  The 

small grade contractors are the largest percentage of total 

contractors, although they had employed very few 

permanent staff, usually less than 10 employees [3]. 

According to [4],[22],[31],[34],[36],[17],[37], the 

employees less than 25 persons had very high accident 

rates occurred in most of the small grade contractors 

companies. Meaning, there will be more accident in the 

workplace would happen if there were a fewer number 

of employee in that company. As known as small grade 

contractors have fewer employees compared to large 

grade contractors. Table 2 shows the number of 

employees based on the contractor’s grade. 

Table 2. Number of employees in a construction 

company 

Size of 

company 

Number of 

employees 
Sources 

Micro (G1) 

>10 [38, 23, 8] 

1-9 [24]  

>5 [28]  

Small (G2-G4) 

>50 [16], [31],[7],[8]  

10-29 [6]  

>20 [6]  

10-49 [24]  

>10 [3]  

11-50 [23]  

5-30 [28]  

Medium (G5-

G6) 

30-199 [38] 

>200 [8] 

50-249 [24] 

51-250 [23] 

30-75 [28] 

Large (G7) <500 [22] 

 

 The qualification of employees for small grade 

contractors usually is having low education, unskilled 

workers and they were also working as temporary 

workers. The owner or employer of small grade 

contractor also has little education. However, the 

construction industry has relied mainly on a core of 

highly skilled staff to supervise mostly unskilled 

workers. Unfortunately, the employers even were 

unacquainted and rarely bear with safety practice onsite. 

Because of that, the workers in small grade contractors 

work under unsafe condition due to the limitation of 

safety knowledge from employer and employees [39]. 

The safety knowledge is comparatively low compared to 

medium and large grade contractors [32]. Consequently, 

the employees should be responsible for their own selves 

if any accidents happen and/or risk. According to [1], 

every worker involved in a construction process must 

understand their rights and liabilities. The law facilitates 

the management of safety and health in a workplace. If 

an individual breaks the law, they will be the one 
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personally liable for the consequences of their actions 

[1]. 

2.6 Lack of resources 

The challenges faced by small grade contractor is lack of 

resources for training contractors, such as funds, poor 

construction procurement systems and lack of 

management capacity and resources to equip managers 

to operate their company effectively and efficiently 

[18],[3].  In addition, lack of effective management 

during early stages is a significant cause of company 

failure for small grade contractors. Poor safety record 

keeping is a cause for start-up safety practice in the 

company become failure [3]. 

 Small grade contractors need external assistance 

such as large grade contractors, government, researcher 

and third parties in safety and health programming in 

order to get the advice and support for them [36]. Part of 

the enabling process may be to offer the small grade 

contractors support, which will facilities their access to 

the necessary resources to start and sustain their 

businesses. Governments have outsourced to the private 

sector some of the activities that were previously carried 

out in-house by government departments. Due to the 

absence of suitable small grade contractors in most 

countries, it has been found necessary to develop and 

empower small grade contractors to participate in 

contracting [15]. Unfortunately, they have limited access 

to external sources to support them in term of safety 

[34],[36]. Because of this problem, the workers in small 

grade contractors have been reported to accept and look 

at health risks as an individual responsibility due to 

informal social relations between employer and 

employees [31]. Thus, this makes it more difficult for 

small grade contractors to create and implement an 

excellent safe and healthy work environment in a 

construction site. Another challenge of construction 

safety faced by small grade contractors is the employer 

does not know how to manage the correct safety in the 

workplace, as well as the employees, are frequently 

exposed to hazardous situations and suffer more work-

related injuries and illnesses [34].  

 Therefore, small grade contractors withstand a 

greater burden of illnesses, fatalities and occupational 

injuries compared to large grade contractors [6]. The 

lacking of OHS management and safety outcomes in 

small grade contractors may be attributed to the 

characteristics of the company [34]. 

2.7 Limited financial sources 

In terms of cost, small grade contractors operating faced 

financial pressure and limited financial sources due to 

short life-cycle [34]. It is because the time period for 

small grade contractors (especially G1-3) to complete 

the project will take about 2-4 weeks only. The delays 

with interim and final payments, as well as rigorous 

contract conditions faced by small grade contractors can 

also be enormous constraints on the industry. Many 

small grade contractors have suffered financial ruin and 

bankruptcy because of delays in payment, which are 

common with government contracts [3]. The owners or 

managers tend to manage their company themselves as a 

measure of reducing operational costs [3]. Small grade 

contractors need to spend more cost of remedy work 

such as fines, adverse safety and health incidents, 

rectification work, prosecutions and sentences. They also 

exposed to the higher risk and uncertainties of financial 

performance due to the highest cost of human capital and 

the destabilising effects of safety and health in 

construction site [4]. The financial constraint makes 

small grade contractors have trouble to apply and 

implement the safety management in the workplace due 

to the high cost. As known, the safety management and 

safety equipment in a construction site are quite 

expensive to implement and provided on site. The 

company need to spent more for SHO and SSS charge.  

This is one of the factors that the small grades 

contractors do not perform the good safety in the 

workplace compared to large grade contractors. 

  

3 Conclusions 

Based on this paper, it can be concluded that the small 

grade contractors are facing some issues related to safety 

practice in their company. This study found that the 

safety issues in small grade contractors such as the 

highest of competition to get the project, the barriers to 

appoint safety in charge, financial constraints, limitation 

of resources, and weaknesses of employees. The critical 

issues are the characteristic of small grade contractors 

have many flaws and they were also not fulfilled the 

safety government requirement. Consequently, the 

lacking of safety practice can increase the number of 

accident occurs in a construction site. Small grade 

contractors have many impediments in order to achieve 

the best safety implementation in their company, but the 

problems can be solved through to the critical research 

and support from the external sources like government, 

researcher and large grade contractors. Nonetheless, 

small grade contractors cannot improve the safety 

practice in their company without support from the 

external sources.  

The authors would like to gratefully acknowledge that this 

paper as funded by a RADIS project grant, reference no. 

(PY/2017/01740). 
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