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Abstract

The primary purpose of this study was to analyse claim in construction its cause and the effect it
has on building construction by assessing three Grade one contractors, namely EImi Olindo
Contractors PLC, Rama Construction and Bamacon Engineering, which have been in the industry
for more than a decade. The specific objective of the study was to find the feasibility of the
procedure, if the procedure is being used properly and if there were any issues that are arising
with this procedure. The scope of the study has been limited to the projects taking place in the 3
companies specifically in Addis Ababa. The study’s research design is descriptive and used both
gualitative and quantitative. The sample size the study was done on is Eighty seven (87). The
sampling technique used is a purposive sampling. The survey questionnaire and interview is
prepared based on literaturesreviewed to asses claim and its management. The study revealed that
claim management requires knowledge and consciousness. Another finding was that claim
resolution or handling took time. According to the mean and grand mean, the procedure of the
claim management in the industry was available, applicable and feasible. Respondents
demonstrated a high level of awareness. Also, the results of the questionnaire show that the
procedures are being implemented, but not fully, as the time for claim response is taking longer
than necessary and is not being resolved on atimely basis. However, according to theinterviewees,
even the procedures are not being followed, and thereis still alack of consciousness and awareness
about claims and their management. The conclusion of the research is that awareness of claims
and how aware companies are of them is low, and this needs to be addressed. Among the
various causes of claim, it was identified and agreed that the majority of claims are caused by
unrealistic schedules in the planning stage, variation works, and time intensive claim
resolution, resulting in financial and time extension claims. The recommendations from this
study is that claims need to be identified at planning stage, awareness trainings need to be
given to all the manpower that is directly handling the project works, Communication within
parties throughout the project life cycle need to be worked on asit isamajor key in prevention,
Procurement strategies should be laid out.
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CHAPTER ONE

1. INTRODUCTION

Construction industry is a service providing and implementing industry where plans and
specifications are converted into afinished product. In Ethiopiathisindustry plays amajor role
in the economy. The performance of the construction industry has effect in the economy and
socia impact.

Construction management is one of the critical and determinant factors in delivering goals
construction projects. In the construction industry, major success factors (M SFs) are inputs to
project management practice that can lead directly or indirectly to project success according to
Belay, Tekeste & Ambo, (2017) it was also stated that, Ethiopia is one of the developing
countries that is unable to meet its construction project objectives due to a failure to adhere to
various key success factors. And accordingly the most significant success factors among the
68 identified major management success factors are decision making effectiveness, project
delivery system, timely decision by owner/representative, owner's contractor's cash flow,
project manager's leadership skills, and fund adequacy. (Belay, 2017) Claims are one of the
factors that affect project success and appear to impede construction completion and cause
delaysin project delivery.

1.1. Background of the study

Construction isinherently unique in that no two projects are alike, despite the fact that the method
is the same. Construction projects, by their very nature, are prone to hazards as well as claim
concerns, no matter how thoroughly the contract documents are designed, and issues that are not
expected may develop. This being said contract management and administration must be done
efficiently and effectively throughout the project life cycle in any project. Even though that is the
case Miraz, 2005 also stated that “ the Management Processes that requires prevention or mitigation
of construction claims and the expeditious handling when they do occur, for earliest settlement can
be viewed from two perspectives: the party making the claim and the one defending against it.”
(Mirza, 2005) So claim handling is difficult astime goes by and not handled at its earliest.

And as we go deeper we can see the definition of claim. Claim in construction has been given
definition from different authors. And the Project Management Body of Knowledge (PMBoK) has
defined Claim in projects as “a request, demand or assertion rights by a contractor and client for
consideration and compensation, or payment under the terms of a legaly binding contract”
(PMBOK Guide Project Management Institute, 2004)
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Claim in construction is also defined by Marsh, 1992 as a “Demand for compensation in terms of
money or time extension or other or a combination of these that a party rightly or wrongly believes
heisentitled to.” (Marsh, 1992)

As defined by Miraz, 2005 claim in projects is, “A demand for something due or believed to be
due, usualy the result of an action or direction.” And it was also noted that claim in construction
is “something that is usually additional compensation for work claimed to be extrato the contract
or an extension of time for completion or both.” (Mirza, 2005)

Claims are frequently thought of in terms of the contractor making claims against the owner or
another prime party, and subcontractors making claims against the contractor. However, claimscan
also come from the owner/prime party who believes that the contractor is failing to meet some

contractual requirement.

1.2. Statement of the problem

The Ethiopian construction industry has alot of obstaclesits facing that hinders all the progress or
even more making it a very tedious sector. The construction industry has evolved into a highly
complex, high-risk, multiparty enterprise. Asaresult, it'slogical that there'salot of friction in the
building sector. Unfortunately, while the symptoms are well-known, the core reasons and true costs
of this struggle remain unknown. Also it is articulated that claims are affecting the industry.
Contractual claims are integral and an important feature of construction project's life (Awad-Saad,
(2017).)

In construction projects specifically in building constructions it’s known that there are a lot of
problems and amongst those is claim and its issues. “Claims that occur in construction are due to
one party failing to carry out its responsibilities and obligations and in implementing the project,
the agreement reached is stated in the contract document.” It’s also known that frequent
disagreements between the owner and the contractor, or the consultant was blamed. To minimize
the problem, it iscritical to understand the risks that may arise during the project and whether those
risks are addressed in the contract articles (Rauzana, 2019)

Claims can have a variety of consequences, including payment delays, time extensions, and work
suspension. Construction claims necessitate both legal and engineering skills. Construction claims
result in demands for more time to complete a project, and thisis still aproblem that existsin every
construction project. And as stated by Girmay Kahssay, 2003 “The increased frequency of claim
cases in the construction sector of the Ethiopian construction industry is draining scarce resources
in order to settle claim cases.” Recourses are very or maybe too val uable to Ethiopiaasadevel oping
country and these resources being drained will affect not only this sector but al so every other sectors

because they areintertwined. It was also stated that “unless a systematic approach of handling claim
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cases is formulated and awareness created, thisissue will continue to affect the proper handling of
projects and may significantly affect future construction endeavors.” (Kassay, 2003)
In construction the major rule followed is based on the contract document and claim management
and procedures must be followed accordingly. In aconstruction project, issues may arise that cannot
be resolved among project participants. Such issuestypically involve requests for additional money
or time for work performed beyond the scope of the construction contract. Claim management as
stated by Victor Z (2018) “is an indispensable process in today’s projects that involve many
resources and parties.” And also that “one of the most effective claims management techniques is
to avoid claims in the early phases of a project is eliminating the root causes of problems before
they occur” (Young, 2018)Contractual claim is a common problem in building and civil
engineering construction projects (Y adeta, 2014). Contractual claim on construction project has
negative effects on projects such as delay, dissatisfaction and disputes that often lead to
acrimonious relationship amongst stakeholders with attendant overruns both in cost and time of
construction of projects.
Claims can be triggered by avariety of issues, including the owner's change in design and the delay
in approving and submitting the design, as well as higher-than-normal rainfall conditions and land
studies that are not in accordance with field conditions. (Rauzana, 2019) And accordingly the
addition of work, implementation time, and pay is the result of presenting these claims.

1.3. Research questions
Is the claim management procedure that is available in the current industry feasible?
How efficiently is claim management Implemented in the current industry?

Is claim caused due to claim management issues?

A w0 Dd P

Does the efficiency of the claim management procedure implementation have an effect in

causation of claim?

5. What impacts are seen in the construction industry that arise related to claim and its
management?

6. What issues or gaps are witnessed in the claim management?

1.4. Research objectives

1.4.1. Genera Objective
The main objective of thisis to assess the causes of claim and its impact in building construction

projectsin Addis Ababa.

1.4.1. Specific Objective
1. Toassessthefeasibility of claim management procedure that is available in the current

industry.

2. Toassess how efficiently claim management isimplemented in the current industry.
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3. To assess claim caused due to claim management issues.

4. To assess how efficiency of the claim management procedure implementation have an
effect in causation of claim.

5. To asses impacts seen in the construction industry that arise related to claim and its
management.

6. To assesswhat issues or gaps are witnessed in the claim handling procedure.

1.5. Significance of the study

Construction industry is based on majorly on the 3 constraints, those being cost, quality and time
as stated by the project management ingtitute (PM1). These 3 constraints are what is need to be
fulfilled for any project to be successful with al parties satisfied. Any deviation on the project from
the one of the constraints will have more issues concerned with either one of the other constraints
so in general the triangle's concept is that if a deadline for a specific stage is moved up, there will
be effects on the other two sides to compensate for the constraints. As a result of the shorter
timeline, the cost could be higher. Project managers must work within the triple constraints of
project management. Claim affects the completion of time and extension of time also causes
increase of cost of the project. That being said claim has a negative impact on projects and its
management, especially here In Ethiopia, makes the problem even worse. Poor management of
claim and the inadequate ways to prevent claim is affecting the industry and the economy of the
country.

This research is of significance to the construction industry that is growing vastly to avert the
different delays caused by claim and its management. It will raise awareness of the management
and procedure of claim and itsimplementation. Secondly it will allow building contractorsto focus
on clam management principles that will in turn help them improve their claim management
system.

The research can aso be aground for further studies. Similar research can be conducted by simply
changing the scope from building to other construction mode as road, bridge etc.

Furthermore, the paper can also be used to compare construction practices among different cities

in Ethiopia, asthis study only focuses on building construction companiesin Addis Ababa.

1.6. Scope of the study
The Concept of claim in construction projects is a very wide issue that it can’t be delimited only to
building projects of a company but beyond it. This research is delimited to building construction
projectsin grade 1 contractors in the industry and only on 3 of the building contractors have been
considered. The scope of the work includesthe analysis of causes of claim, their impact. Therefore,

the study focused on collecting data only from the technical team members of the companies.
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1.7. Limitations of the study
Claim isavast problem in the construction industry and its cause and effect studied are on building
construction amongst the various types of construction and this aspect does not only affect the
building constructions but also other types of constructionslike road, dam which were not included
in this study. The other limitation of the study was that the sample size considered only 3 Grade 1
contractors and the number of grade 1 contractors’ is vast and outcomes may vary amongst the
various companiesaswell as different grades of contractors. That being said the study only focused
on grade 1 contractors’ and in grades that are lower the impact of claim would be of difference.

Ancther limitation istime of doing this paper. Thiswill affect the quality of information gathering.

1.8. Organization of the study
The paper will be organized in five chapters. The first chapter will be the introduction which will
provide basic information about the research. It will include background of the study, statement of
the problem, research question, objective of the study, significance of the study, research method,
and scope of the study and the limitations of the study.
The second chapter will be the literature review from different sources which provide theories and
discussions related to construction claim, its causes and effects.
The third chapter will be the methodologies to achieve research objective. It will show the
Description of the study area, research design, approach population and sample, data collection
instrument, method of analysis and presentation.
The fourth chapter presents the results which will include data analysis and interpretation obtained
from questionnaire and interview.

The fifth chapter will be the conclusions and recommendations.

5|Page



Background of the . Research Objective
research Introduction Gaps to be filled

Research Question Literature review | Main Concepts

Objective of !
research Methodology Research Design

Findings from the
/ rasearch
Interpretation Interpretation of findings

Interview and Results and
CQuestionnaire

Interpretation with - .
regnrd o literatire Conclusions and FEFDTmE"dEHG”S
e Recommendation Limitation and future

Figure 1-1 Framework of the study

1.9. Definition of key terms
Claim: - Request for compensation from either party to a contract, usually the Contractor, for
losses caused by the other party's failure to fulfil his portion of the contract's responsibilities.

Contractor: - natural or juridical person under contract with a Public body/client to supply works

Engineer: - Representative of the Public Body/Client to supervise and inspect works and to test
and examine the materia s employed and the quality of workmanship, including any authorized
representative of such person.

Party: - means the Public Body/client or the Contractor and includestheir permitted successors and
“Parties” means both of them.

Project management body of knowledge (PMBOK): - It is an entire set of best practices,
terminologies, processes, and guidelines that are accepted as industry standards in the project
management industry.

Project management Institute (PMI): - is a project management professional association. It has a
global reach and aspires to provide resources for project managers all over the world to help them
grow both personally and professionaly.
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CHAPTER TWO

2. LITERATURE REVIEW

This chapter discusses different published literatures in the area of construction management

and claim management practices in construction.

2.1. Theoretical Literature Review
2.1.1. Clam and Claim management
Brief Overview of Claim and Claim Management
Claim and claim management has been defined by many authors over the years. In the FIDIC
Manual it’s stated as “A Claim is essentially a request from one party (usually the Contractor)
for something which he considersis due to him under the terms of the Contract - and a Dispute
arises when the other party disagrees with the Claimant either on fact or quantum, and the

parties cannot reach an amicable solution.”

Construction claim as defined also in FIDIC as “something in between the mere assertion for
additional monies or for extension of Time for Completion and an actual entitlement to

additional monies or for extension of Time for Completion.”

However, the definitions for claim can be summarised as a request for compensation from
either party to a contract, usualy the Contractor, for losses caused by the other party's failure
to fulfil his portion of the contract's responsibilities.

Construction Claim Management as defined by Arditi and Patel (1989), as “the process of dealing
with or controlling the seeking of consideration or change by one of the partiesinvolved in the
construction process.” (Arditi, 1989)

What is clam?

In past years, there has been much said regarding claim in that the term has broadened concept.
The definition for claim is expressed in different ways. A construction claim is the
administrative process in which to settle a financia or cost disagreement and sometimes

involves the contractual time for completion. (PMI1 2017)

David Arditi et Al, 1989 defined clam as “the seeking of consideration or change by one of

the parties involved in the construction process.” (Arditi, 1989)

In the context of construction industry, claims has been defined by Vincent P- Smith as, “a

demand by a contractor for extension of time or for an extra payment of an item of work carried
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out by him on behalf of the employer for which a readily identifiable amount cannot be

ascertained under the term of contract.” (D, 1989)

Diekmann and Nelson, defined claims as “the seeking of consideration or change, or both, by
one of the partiesto acontract based on an implied or express contract provision.” (M.C., 1985)
As said by Jergeas and Hartman “claim is the application by the contractor for payment that
arise other than under the ordinary contract payment provisions.” (Jergeas, 1994)

In addition the general definition of claim, Abhishek Shah et al. noted that “in Construction
Claim can be defined as a request by either party to the contract, usualy the Contractor, for
compensation for damages caused by failure of the other party to fulfil his part of obligations
as specified in the contract.” (Abhishek Shah, December-2014)

Claim Management

Claim management as defined by Cox, 1997 as “a process that looks for and controls changes
that might occur due to one of the parties involved.” As aso stated by Hashem M. et a “A
standardized delay claim management system should detect and document delays as soon as
they happen and this requires a standardized process for owners and contractors with
guidelines, limitations, and obligations” (Mohammed S. Hashem M. Mehany & Behzad
Esmaeili, 2018)

Levin, 1998, stated that construction claim management is more than just one process but also
possesses sub-processes and indicated seven basic procedures for clam and change order
administration. 1) Recognition and identification of change, 2) Notification of change, 3)
Systematic and accurate documentation of change 4) Analysis of time cost impacts of change
5) Pricing of change, 6) Negotiation of claim, and 7) Dispute resolution and settlement. (Levin,
1998)

Chaphalkar et al. (2015) defined Claim management as “the process in a system to bring the
outcomes intended and that is best for all parties.” By the PMI Claim management is stated
that “it contained of the following four processes: claim identification, claim quantification,
claim prevention, and claim resolution.” (Project Management Institute, 2000) In the same
study the author claimed that “If claims are considered as unforeseeable conditions and
unknown risks, it can be said that if the parties are led to a dispute and can predict the outcome
of the dispute with some certainty, then they are more likely to settle the matter out of court,
thereby avoiding the exorbitant costs of going to court, not to mention the aggravation”

(Chaphalkar, 2015). This shows the negative impact claim has on the parties involved.
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Akeem et al, 2019 stated that “claims management seeks to forecast possible claims, identify
claims that have already occurred, plan for preventive measures, and coordinate claims across
the entire project among all stakeholders.” It was also stated that inconsistent construction
claims management process can result in many disruptive effects. This may become a major
source of contract disputes, which may lead to total abandonment of the project. (Akeem
Adunfe Ajayi, 2019)

2.1.2. Claim management and Project Management
Project management has been defined by different authors. According to Kezner (2013)

“project management is a series of planning organising, directing and controlling the

organization resources to achieve the specific goals and objectives.” (Kerzner, 2013)

The PMI (Project management institute) defined project management as “an application that
consists of knowledge, skills, tools and techniques and applies into series of project events to
achieve the project requirement. The approach needs an appropriate application and the
integrations of the project management processes.” (Project Management Institute, 2000)

It can also be defined as “the art of directing and coordinating human and material resources
throughout the life of a project by using modern management techniques to achieve
predetermined objectives of scope, cost, time, and quality and participation satisfaction.”
(Barrie, 1984)

Project management in construction, asin any other project, hasamajor rolein how the projects
are executed and the outcome. As stated by Radujkovic¢a & Sjekavicab, (2017) “a successfully
managed construction project is the one that meets the project objectives in a safe manner,

within agreed time, cost and quality criteria”

Alias et a., (2014) aso stated that “success factors in project management can be defined as
those factors that determine the success or failure of a project management activity. They
include components that should be brought together to guarantee a successful project delivery"
and commonly seen problems that are found in project management in construction projects
involve “poor planning, project execution and implementation inaccuracies, cost overruns and

not meeting project schedule and quality thresholds”

As in the above statement regarding problems in project management, in order to get the
intended results project management poor outcomes are great causes to claim. Agreeing to this
Chen and Wang (2011) stated that “clam Management is an unavoidable process in

Construction Project Management.” And also wrote that “Claims management is an important
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content of project contract management and for the parties involved to reduce the loss to get

the economic benefit of business strategy.” (Chen, (2011) )

According to Kululanga et al. (2001) “the management of construction claims is the greatest
challenge that is facing contractors in today’s vacillating business environment.” (Kululanga,
(2001)) So to summarise project management as awhole isaway for claim management to be
fully enforced and in a proper manner so as to minimise claims impacts from occurring. It’s a
direct relationship where if there is poor project management then there is poor claim

management al so.

2.1.3. Clamin Construction Projects
Claim is an avoidable part of any project and in construction projects it’s also the same. In a

study done in India the author stated that “before the contract is closed there are only few
contracts in which there are no claims, negotiations and settlement occurs.” The author aso
stated that “However, financially strained Indian construction industry crisis are driven by
unsettled claims such as 85% of claims raised are still pending and average settlement time is

nearly 6 to 6.5 years.”

2.1.4. Cause of Construction Claim
A claimin the construction industry may be caused by one or a combination of several reasons.

It may start with a ssmple reason. The effect of this clam may affect another situation. This
may lead to a substantial set of interrelated complex claims. (Arditi, 1989)

According to different authors claim can be classified into different categories. As stated by
Adrian, 1988, claims can be classified into four mgor types. delay claims, scope of work

claims, acceleration claims and changing site conditions claims. (J., 1988)

Zaneldin, 2006, stated different types of claim in the study in Dubai and Abu Dhabi that claims
in the UAE construction projects can be classified into six main types. contract ambiguity
claims, delay claims, acceleration claims, changes claims, extra-work claims and different site
condition claims. (Zaneldin, 2006)

There are different causes of claim in a construction project and by all the partiesin the project.
Claim can be happen for various reasons. As stated by Cheryl et al, 1994 “claim can be caused

by acceleration of works, accessto site, weather and increase of scope.” (Cheryl Semple, 1994)

As cited on a study by Arowoiya et al, Liu, (2009) stated “during execution of the contract,

sometimes claims arise due to the following; Insufficient use /changes in material, labour and

10|Page



plant, Increases in costs of labour, materials, Ambiguity of contract document, Site running
costs and Head office overheads. Also, we have Contractor financial problem, Loss of profit,
Variation of work, Delay in completion of work, Site condition and insufficient plans and
specifications. Lastly, Poor management and administration of the construction site, Conflicts
between those involved in the construction of a project, Low price of contract due to high

competition, Government regulations and accidents” (Arowoiya Victor Adetunji, 2019)

Arditi et al, 1989 also stated that, most typical claims are caused by factors like differing site
conditions, change orders, delays, impact and ripple effects of delays, inspection problems,
owner furnished items, difference in the interpretation of plans and specifications, unfulfilled
duties, acceleration, inefficiency and disruption, unrealistic contract duration and cost. (Arditi,
1989)

Agreeing to the above study, Bu Bshait and Manzanera (1990) wrote typical construction
claims against owners are caused by a lot of reasons such as poor project planning, scope
changes, constructive variation orders, errors and omissions, contract accelerations and

expediting. (Manzanera, 1990)

The following are some of the most common types of claims that the contractor and client are
entitled to base on FIDIC stated on Figure 1 and Figure 2 respectively.

Table of contractor's claims under FIDIC

CONS
Clause in FIDIC CONS 20.1 Contractor's claims
19 Delayed drawings or instructions
2.1 Right ofaccess to the site
4.7 Setting out
4.12 Unforeseeable physical conditions
4.24 Fossils
74 Testing
8.4 Extension oftime for completion
85 Delays caused by authorities
89 Consequences of suspension
10.2 Taking over ofparts ofthe works
10.3 Interference with tests on completion
11.8 Contractor to search
12 Measurement and evaluation
12.4 Omissions
13.2 Value engineering
13.3 Variation procedure
137 Adjustments for changes in legislation
14.4 Schedule of payments
14.8 Delayed payment
16.1 Contractor's entitlement to suspend work
16.4 Payment on termination
17.1 Indemmities
17.4 Consequences of emplover's risk
181 General requirements for insurances
19.4 Consequences of force majeure
19.6 Optional termination, payment and release

11|Page



Figure 2-1 Contractors claim under FIDIC law

Clause in FIDIC CONS 2.5 Employer's claims

113 Extension of defects notification period

114 Failure to remedy defects

137 Adjustments for changes in legislation

153 Valuation at date oftermination

154 Payment after termination

17.1 Indemnities

18.1 General requirements for insurance

182 Insurance for works and contractor's equipment

Figure 2-2 Client claim under FIDIC law
2.1.5. Claim Management Practices and Procedures
“The increasing incidence of claims and disputes imply that the current claims management
principles and process are ineffective in meeting industry requirements.” (Z. REN, 2001) In
construction there are some bases claims to be made lawfully. According to Yi (2009) as cited
by Arowoiya et a 2019, the claim administration process for the contractor is “1) intent to
claim, 2) Proper submission of claim, 3) Analysis of claim and recommendation of award, 4)

Negotiation and final award and 5) Claim closure.” (Arowoiya Victor Adetunji, 2019)

The procedure to be taken in claim management in Ethiopian construction is stated in different
manuals, those being in PPA 2011 (Public procurement agency), MoWUD (Ministry of works

and urban development) and FIDIC manuals.

2151  PPA 2011

Claim stated in PPA 2011 manual (Public Procurement & Property Administration Agency)
on how to handle the claim and the procedure on how it should be handed in clause 69 regarding
additional payment and clause 73 to clause 75 regarding extension of intended completion date,
compensation events for alowing time extension and accel eration respectively, clearly stated
on what should be done and on what bases claims could be made. (Anon., 2011)

Claims for Additional Payment

In this clause it’s stated that claim for additional payment to be considered the contractor a)
should submit intention to engineer within 15 days after occurrence of said claim. B) Full and
detailed particulars of the claim should be submitted not later than 60 days after the 1% notice.

Here after the engineer and the client will review the claim and without prejudice determine
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whether the Contractor is entitled to additional payment and notify the contractor accordingly.
(Anon., 2011)

Extension of Intended Completion Date

As stated in the PPA 2011 manual, for the contractor to request for extension of completion
date requires for certain events to happen. Those events being (a) Exceptional weather
conditions in the country, b) Artificia obstructions or physical conditions which could not
reasonably have been foreseen by an experienced Contractor, ¢) Compensation Event occurs
or a change order for modification is issued which makes it impossible for completion to be
achieved by the Intended Completion Date, d) Administrative orders affecting the date of
completion other than those arising from the Contractor's default, €) Failure of the client to
fulfil his obligations under the Contract, f) Any suspension of the works which is not due to
the Contractor's default, g) Force maeure and h) Any other causes referred to in these GCC

(General condition of contract) which are not due to the Contractor's default. (Anon., 2011)

And if the case in the statement above is applicable then notice should be given to engineer
within 15 days and full particularitieswithin 21 days. And if thisisnot due, then the assessment

of the clam will not be due. (Anon., 2011)

Compensation Events for Allowing Time Extension
As stated in the PPA 2011 manual, as stated in the above clause there are events that are

compensable for the time claim to be accepted. And those are a) Client does not give access to
a part of the Site by the Site Possession Date stated in the Contractor’s approved work program,
b) The Public Body modifies the Schedule of other Contractors in a way that affects the work
of the Contractor under the Contract, ¢) The Engineer orders a delay or does not issue
Drawings, Specifications, or instructions required for execution of the Works on time, d) The
Engineer instructs the Contractor to uncover or to carry out additional tests upon work, which
isthen found to have no Defects, €) The Engineer unreasonably does not approve a subcontract
to belet, f) The Engineer gives an instruction for dealing with an unforeseen condition, caused
by the Public Body, or additional work required for safety or other reasons, g) Other
Contractors, public authorities, utilities, or the Public Body do not work within the dates and
other constraints stated in the Contract, and they cause delay, h) The advance payment is
delayed, i) The Engineer unreasonably delays issuing Interim Payment Certificates, j) Other
Compensation Events described in the SCC (Specific condition of contract) or determined by
the client and force majeure.
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After it’s determined then the engineer is due to figure out by how much the Intended
Completion Date shall be extended. And all thisis dueif the contractor gives early warning as
stated in the above clauses. (Anon., 2011)

Acceleration

As stated in the PPA 2011 manual, this claim will be made by the client to the contractor when
client wants to finish the project before intended completion date. And the procedure is stated
as “the Engineer will obtain priced proposals for achieving the necessary acceleration from the
Contractor. If the Public Body accepts these proposals, the Intended Completion Date will be
adjusted accordingly and confirmed by both the Public Body and the Contractor.” and when it
comes to the modification, the manual states that “if the Contractors’ priced proposals for
acceleration are accepted by the Public Body, they are incorporated in the Contract Price and

treated as a modification.” (Anon., 2011)

2152. MoWUD (Ministry of works and urban development)
Claim handling procedure is also stated by the MowWUD (Ministry of works and urban

development). It states as “the Contractor shall send to the Engineer’s Representative once in
every month an account giving particulars, asfull and detailed as possible, of all claimsfor any
additional payment to which the Contractor may consider himself entitled and of all extra or

additional work ordered by the Engineer which he has executed during the preceding month.”

And in that senseif the intent has not been issued to engineers representative then no claim for
payment can be made and is stated as “No final or interim claim for payment for any such work

or expense will be considered which has not been included in such particulars.” (Anon., 2011)

In MoOUWD (Ministry of works and urban development) it’s not stated on how many days the

claim should be replied for and is not as clear and concise as PPA 2011 manual.

2153. FIDIC
Clam handling is aso stated in the new FIDIC manual (Fédération Internationale Des
Ingénieurs-Conseils) and it’s stated in clause 20 as, “In order to avoid ambiguity in the handling
of claims, the FIDIC form of contract sets out in clause 20.1 detailed procedures for claims.”
(Anon., 1999)

These include that the contractor, a) Give hisintention to claim within 28 days after the event
giving rise to the claim has first arisen. b) Keep contemporary records on the claim issue. )

Submit detailed particulars of the amount claimed and the grounds upon which the Claim is
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based. d) That the Engineer examines such contemporary records and makes determination
based on the available contemporary records. (Anon., 1999)

Claim management processes
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Figure 2-3 Claim Management Process (FIDIC Guide)
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2.2. Empirical Literature

2.2.1. Claim management and implementation
Claim has become a great concern in the construction industry and its management has been
neglected and not effectively done. In many countries, claim management process is not well
understood or the parties’ awareness of the process is limited.
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As concluded in the research done by Akeem et al, 2019, “The process of claims management
would be a success if claims were resolved and settled timely and fairly in such a way that

benefits all the parties and the projects.” (Akeem Adunfe Ajayi, 2019)

In a study conducted by Akeem A. Et al, concluded that awareness level of claim was low by
stating that “over 50% of the overal respondents were unaware of the structured clam
management processin theindustry. Making it another cause for asto why claims are becoming
an issue that’s not being handled and is causing disputes.” (Akeem Adunfe Ajayi, 2019)

Another major problem faced in claim management is the actual claim implementation process
asto how claimintent is submitted and what supporting documents need to be included greatly
have effect on the evaluation process aso. In a study done by William Vidogah and Issaka
Ndekugri 1997, stated that “contractors fail to submit specific documents required for the
evaluation of claims.” (William Vidogah, 1997)

In a study done in Thai by Kongkoon Tochaiwat and Visuth Chovichien, 2004, it concluded
that “contractors, in average, should improve their inefficient claim management sub-
processes, active notification of the change, active negotiation of the claim of change, and
defensive recognition and identification of the change - while maintaining their efficient ones
(active recognition and identification of the change, systematic and accurate documentation of

the change, and analysis of time and cost impacts of the change)” (Tochaiwat, 2004)

2.2.2. Factors causing Construction claim
Projects are greatly affected by poor management practices in each stages of the project. And

those poor management practices lead to delays of intended work and finally they lead to claim.
In a study done by Zack 1997 it was concluded that “Many claims and disputes were caused
by the ambiguous, incompl ete and inadequate understanding of the terms of contract forms and
conditions” (Jack, 1997)

In different studies done various reasons for the cause of construction claim wasfound and this
in mind in a study done by Diekmann and Nelson, the conclusion of the study was that
construction claims commonly caused was found to be due to design changes, extrawork and
errors. (M.C., 1985) In another study done by Phillip R. Mcdonald, 2009, the findings
indicated that “the cost overrun and claim management process are negatively related.”
(Mcdonald, 2009) M eaning that poor claim management led to cost overrun and in turn causing

extension of time claim.
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Z. Ren, g. et al (2001) stated that “thereisalack in clientsinvolvement that is leading to claim
and also human factors, inefficient claim negotiation, lack of effective claims management
tools and Inadequate information and documentation were major causes to occurrence of
clam.” (Z. REN, 2001)

The contractor may be entitled to claim direct loss and expense incurred if the progress of the
works is materially hampered by matters for which the client is responsible. And agreeing to
this statement a study done in the United Kingdom such issues regarding the matters could
include: “the client instructing variationsin theworks, failure by the consultant team to provide
information, delay on the part of a nominated sub-contractor, failure by the client to supply
materials or goods, delay in giving the contractor possession of the site.” These events may
also be considered "relevant events,” allowing the contractor to seek an extension of time;
however, a relevant event does not always result in a delay in the completion date, and thus

clamsfor loss and expense and claims for extensions of time do not always run concurrently.

In another study done by Phillip R. Mcdonald, 2009, the findings indicated that “the cost
overrun and claim management process are negatively related.” Meaning that poor claim
management led to cost overrun and in turn causing extension of time clam. (Mcdonald, 2009).
Agreeing to this study Zaneldin, 2006 stated that the common cause of construction claim in
the UAE was found to be oral change orders and delay in payment made by owners (Zaneldin,

2006) which are a cause related to poor claim management.

According to Mohamed al Moshin (2014), the causesto claim in the research was summarised
as “Delayed approvals of schedules and change orders (17.28%), Lack of expertise (6.81%),
and Slow change order processing (6.81%). All of these causes are initiated by owner.”
(Mohsin, 2014) It was also concluded that “Features of less degree of qualification of owners
represented in shortage of qualified human resources, shortage of finance, bad control of
budget.”

In another research done in the Gaza strip, the main cause of claim were found to be the
awarded of contract to the lowest bidder and border closures, residents’ interference during
project implementation and road blockage. (Enshassi A., 2009) From this conclusion it can be
seen that in construction the rule is to choose the lowest bidder to win with aplus or minus 20
percent of the engineers estimate but this has been causing financia issues after the
commencement of the projects.
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In another study donein India it was studied by categorising cause of claim by owner related
factor, contractor related factor, contract document related factor, project related factor, and
contractual relationship related factor and externa factor. And it was stated that claim caused
most commonly in India was due to owners default and the lowest ranked was found to be by

the contractors default.

From the literature reviewed and manuals available in the country and summarised the causes
of claim can be divided into 3 parts by ownership of those causes. Those parts are due to
Managements default, Contractors default and Owners/Engineers default and can be seen here
under on table 2-1.

Owners of Cause Causes of claim

Lack of awareness, knowledge and interpretation of contract
terms and provisions

Inadequate information and documentation

Inefficient claims preparation and negotiation process

Lack of effective claims management tools

Insufficient time for the process (time limitations)

Low client involvement

Human factors

Lack of awareness, knowledge and interpretation of contract
terms and provisions

Delay caused due to delay in commencement of the project as
scheduled

A schedule that is not realistic at planning stage
Lack of Performance in managing the project throughout the

Cause of claim Due
to management
default

Cause of claim Due

to Contractors :
Jefault lifecycle | |
Procurement management of the supplies or inputs for the
projects

Lack of personnel for handling claim factors
Communication gap in the overall project needs

Not knowing what to claim for

Change of scope of project.

Variation Works.

Late Site handover.

L ate payment to contractor.

Rigid Management system that don’t take in to consideration
Cause of claim Due | the situation of requests.

to Owner/Engineers | Delay in Clarification.

default Insufficient Issue of Working drawing and specification.
Lack of proper alocation of budget for the project.
Table 2-1 Cause of claim due to different defaults

Cause of claim Due
to Owner/Engineers
default
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2.2.3. Impact of Claim in Construction
In any project claims are undesired and its best to prevent or to minimize to the best of ability.

Besides incurring unwanted expense they affect the smooth flow of the futurity of the project.
In astudy done by Akeem (2019) “Construction projects are becoming increasingly susceptible
to avariety of factors that give rise to a time extension and cost recovery. Thus, the Nigerian
building and construction industry needs to develop methodologies for construction claim
management process that should overcome their current problems.” (Akeem Adunfe Ajayi,
2019)

According to El-adaway et a (2009) “claims have negative impacts on projects and become
inevitable burdensto the construction industry and that it isinevitable part of contract system.”
(El-adaway, 2009)

There are different impacts in different types of claims and as described by Abebe Dinku and
Girmay Kahssay, 2003, is that claim has financial impact, impact on project completion time
and other effect of clam on project execution itself. (Kahssay, 2003) Adhering to this
statement, a study done in Nigeria on Construction Project Claim Management Process it was
concluded that “The process of claims management would be a success if claims were resolved
and settled timely and fairly in such away that benefits all the parties and the projects.” That
being said the impact claim had in that study was sought out to be that inadequate management
of claim brought about additional cost of project. (Akeem Adunfe Ajayi, 2019) And according
to a study done in the United States, the impact of claim isthat it caused liquidated damages,
lost profit to the contractor, extended overhead cost, and excess financing cost, termination of
project and price escalation. (McDonald, 1984)

In another study which was done in Abuja it was stated that “impact of contractual claim in
construction isin terms of cost and time performance” and that in the time of the study it was
stated that “with cost increase averaging 16.68% and time increase of 31% - 86%.” It was also
stated that it has a big impact in the industry and that it is needed to have a “high level of
professionalism in handling construction projects in order to reduce occurrences of claims

especially the avoidable claims.” (Saidu, 2018)

Claim handling is part of construction management and if claims are mishandled then alot of
chaos could be caused. In that sense Liu 2009 stated that “An improper treatment of claims
may lead to dispute which cause both direct and indirect impacts to the client, contractor and
consultant.” Agreeing to this the study done in Nigeria it was concluded that “ extra financia
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loss was brought to the contractor, therefore, time extension request normally consequent the
additional cost compensation” it was also concluded that the effect of claims on building
project were “delay in completion, reduction in cash flow, general abandonment of project,
increment of cost of project, increase in contract period, dissatisfaction of clients and dispute

in construction industry.” (Akeem Adunfe Ajayi, 2019)

From the literature reviewed and summarised the impacts of claim can be seen here under on
table 2-2.

I mpacts of claim in building construction

Disputes amongst the parties

Work Suspension

Liquidated damage

Lost Profits and revenue (For Client as time
extends for completion)

Extended project Overhead

Time extension of the project

Material and equipment Price Escalation due
to delay caused by unresolved claim

Impact on quality of the output of the
construction
Table 2-2 Impact of claim
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2.3. Conceptual Framework
The Conceptual Framework The following diagram illustrates a conceptual framework the
study adopts in carrying out the study. The relationship between construction claim causing
factors and effects of claim can be conceptualized as below shown in Figure 2.4.

The relationship shows a set of causes that are categorized as due to management, due to
contractor and due to the client/engineers default causing a set of effects that are categorized
based on the responsible body which in turn determine the outcome in terms of impact of claim
in construction.

Due to Management
default

Claimin
Construction

Due to Contractors
default

Dueto
Owner/Engineer
default

Figure 2-4 Conceptual framework
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CHAPTER THREE

3. RESEARCH DESIGN AND METHODOLOGY
This Section present the different mechanisms used in conducting the study. It focused on the

research design population, sampling techniques, data collection, how data is analysed,
reliability and ethical considerations took in the study is discussed.

3.1. Research Design and Approach
As cited by Tesfaye Boru, Creswell & Plano Clark 2007 defined research design as “the
proceduresfor collecting, analysing, interpreting and reporting datain research studies”. (Boru,
2018)

This study took a descriptive approach in assessing claim management its cause and impact in
the building construction. Descriptive approach is a method which involves assessing and
describing behaviour of a subject without influencing in any way. The study answers the
guestions without answering why. (Boru, 2018)

This study adopted a mixed research approach and used both quantitative and qualitative
research. The research aims to assess claim management practices of construction companies
among grade 1 contractors (in 3 contractors, namely EImi Olindo contractors Plc, Rama
Construction and Bamacon construction). Causes of Clam and the impacts it has been
identified. In other words this paper identified factors that affect the proper success of

construction caused by claim.

This research adopted a cross-sectional study because data collection and analysis was

conducted at one time only bases.

The main tool for data collection was Questionnaire. Interviews were also conducted. The
guestions in the survey prepares are based on aim of the research and it was developed by
incorporating ideas and recommendations from previous studies all around the world regarding
clam and its management in the construction sector. Previous studies from other parts of the
world have been used as a background tool to study causes and impact of poorly managed

claim and how to address the issues in construction.

3.2. Description of study variables
As discussed in Chapter 2, al constructs under claim awareness and implementation, factors

causing and cost of poor claim management were drawn from various sources. For the purposes
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of this research, construction experiences from various countries have been studied and
adopted. In addition, dependent variables (effect of claim) and independent variables (cause of
clam) have been identified from various sources.

3.3. Description of study area
This research was conducted on 3 grade 1 building construction companies located in Addis
Ababa targeting to study the different clam management practices in the construction
companies selected. For ease of data interpretation and generalization, this research only

focussed on building construction projects.

3.4. Target Population, sampling technique and sample size
The target population for this research are Grade 1 contractors in construction industry
specifically building contractor. BC Contractors registered for the budget year of 2020/2021 in
the list of registered contractors in the MUDC (Ministry of Urban Development Housing and
construction) is to be considered as the sampling frame. According to this list the number of
eligible Grade 1 contractorsis. BC - 1 found to be 75, and GC — 1 found to be 40. Out of these
115 Contractors only 3 of them are selected for this research as the 3 contractors have been in
the industry for over 20 years or more and more relativity or occurrence and knowledge
regarding the matter will be gotten. Asabasisfor thisresearch, it relied on purposive sampling.
This technique is chosen for the purposive judgement of the researcher and the research is
based on technical knowledge of the topic, so the samples chosen were those of technical
manpower in the industry specifically in the companies by choosing employees that have
engineering degree as the case is seen and fixed by these manpower. The population of the
study comprised one hundred nine technical employees of the companies (Projects managers,
office engineers, site engineers, other engineers like electrical sanitary and mechanical
engineers) selected that are engaged in building construction in Addis Ababa with engineering

educational background and expertise as claim is caused within all fields of construction.

Censusis used for target population where compete enumeration of the companies employees
related to the research are included. The census comprises the population of EImi Olindo
construction PLC, having seven sites in Addis Ababa with a total of forty two engineers and
eight engineers at head office level, Bamacon Engineering having three sites in Addis Ababa
with atotal of eighteen engineers on site and ten engineers at head office level, third company
being RAMA construction with atotal of three sitesin Addis Ababa having thirteen engineers
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of siteand eighteen engineers at head office level. This makesthetotal target population of one
hundred and nine. (Presented on table3-1)

Sample size
Combanies No. of Total Engineers | Total Engineers in | Total Engineers
P Sites on site head office level in Addis Ababa
Rama
Construction - 13 18 31
Elmi Olindo
Contractors PLC. i 42 8 50
Belieel 3 18 10 28
Engineering
Total 13 73 36 109

Source: From companies

Table 3-1 sample size

3.5. DataCaoallection

3.5.1. Sourceof Data
Relevant data was collected using both primary and secondary sources to help achieve the

research objectives and answer the research questions. Primary datais an origina data source
sought out first hand. The primary data was obtained through the survey method, data collected
through questionnaires submitted and collected from respondents and also as a primary data
interview was conducted. The secondary data was derived from the review of literature.
Different literatures and past studies related to claim in building projects have been searched
and included as secondary data. Relevant data was mostly gathered from primary sources to
help achieve the research aims and answer the research questions.

This study isn't the first to be done. In other parts of the world, similar studies have been done
to study the causes of inadequate construction claim management and its causes and impact it
has on construction. Asaresult, the researcher used secondary sources of datato include studies
conducted previoudly in relation to claim and claim in Ethiopian construction, and based on
these previously conducted research, the researcher has extended existing knowledge by
offering some insight into the degree of variation in clam management practices in the
construction industry, mainly in building construction.
3.5.2. Instrument of data collection

A survey questionnaire was prepared and administered on the technical staff of the selected
three companies. The questionnaire consisted of close ended questions. This instrument was
used as opinions can be collected within a short period of time. Since the questionnaire was to

be distributed to technical teamsit was administered in the English language. The questionnaire
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consisted different sections and parts focusing on the research question and fulfil the objective

of the research.

Kultar (2007) stated that “interview is typically defined as face to face discussion or
communication via some technology like telephone or computer between an interviewer and
respondent”. And according to Carolyn and Palena (2006) “the purpose of interview is to
provide detailed information that data collected through other methods.”

For the purpose of this research the interview was conducted on Project managers and deputy
manager from the 3 companies purposefully selected for their in depth knowledge and
experience in the sector.

3.6. DataAnaysis
Following data collection, the researcher analysed and interpreted the data using the Statistical
Package for Social Sciences (SPSS) version 26, and then generated descriptive statistics such
as frequencies, percentage, mean, and standard deviation for the quantitative data and narrative
anaysis for the qualitative data. The researcher aso used Pearson correlation analysis to
analyse the datain order to determine the relationship between the dependent and independent

variables. And regression analysis to measure the impact.

3.7. Reiability and Validity

3.7.1. Reliability
Reliability ensures that internal consistency amongst factors exists (Parasuraman, Grewal and

Krishnan, 2007). Tavakol and Dennick, 2011 described Cronbachs’ alpha as “a reliability
measure designed by Lee Cronbach in 1951 is a coefficient of reliability used to measure the
internal consistency of a scale” A reliability coefficient alphaisexcellent if aphaislarger than
0.75; acceptable if aphais between 0.40 and 0.74 and poor if aphaislessthan 0.4 (Nunally,
1978; Sreiner and Norman, 2008).

Cronbachs’ Alphawas used to measurethereliability of the data collected though questionnaire
distribution. The coefficient, which is based on the average correlation among items, was
calculated for the main constructs using SPSS version 26 and the result is presented in table 3-
2
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Remarks as per

. Cronbach Nunally, 1978;

Main Constructs apha Sreiner and Norman,
2008

Procedures and toolsin Claim 075 Accepteble
management
Cause of claim 0.7 Acceptable
Impact of claim 0.84 Excellent
Prevention of claim 0.87 Excellent

Table 3-2 Cronbach al pha values for main constructs

Accordingly, the cronbachs’ alpha coefficient of 0.87 and 0.84 shown in the table indicate
excellent internal consistency of items in the two constructs, while the cronbachs’ alpha
coefficient of 0.75 and 0.7 indicates acceptable internal consistency of items in the two

constructs.

3.7.2. Vdlidity
As stated by Roberta Heale, validity is defined as the extent to which a concept is accurately

measured in a study. (Roberta Heale, 2015) The questionnaire was formulated after thorough
assessment from literatures and after proper detection and approval by the research advisor was
helpful to ensure validity of theinstruments. To confirm the consistency of findingsrelating to
each study topic, quantitative and qualitative analysis were triangulated. Finally, the improved
version of the questionnaires was put on Google forms and the link was forwarded.

3.7.3. Ethical Consideration
During the course of this study, participants privacy was protected, and it was made clear to

all participants that their participation was entirely voluntary. Both data confidentiality and
participant anonymity were preserved. Respondents names were not included to protect the
confidentiality of the information they provided. The purpose of the study was stated in the
guestionnaire'sintroduction, and privacy and confidentiality were maintained. Furthermore, all

sources used in this study were properly cited.
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CHAPTER FOUR

4. DATA ANALYSISAND PRESENTATION

4.1. Introduction

This chapter presents and discusses the result of the gathered data from respondents through
guestionnaire and interview and its analysis and interpretation based on the objective of the
study which isto assess the cause and effect of claim in building construction. Furthermore the
analysis shows whether the procedure is feasible and effectively being used in the industry.
The results have been identified based on the 87 questionnaires collected from the engineersin
Elmi Olindo PLC, Rama Construction and Bamacon Engineering and interviews with Deputy
Manager and project managers. This chapter has four sections where the first part analyses the
response rate and profile of respondents by Education, Role and Experience. The second part
presents the finding of the questions asked to assess the awareness and consciousness level of
the respondents regarding claim management and parties affected. The third part contains the
findings of the questions related to the procedures in claim management, causes, impact and
prevention of claim in building construction in the companies. The interview analysis was

included with the questionnaire analysis in parts.

4.2. Demographic characteristics

4.2.1. Response Rate
This study was conducted on 3 Grade 1 building contractorsin Addis Ababa. One hundred one

guestionnaires were distributed to sample respondents in the companies in projects and head
office. Of the one hundred nine questionnaires distributed eighty seven were filled out making
it an 80 percent response rate. Since the questionnaire was on Google forms and all the

guestions were marked required all the questions were filled.

4.2.2. Genera Information of respondents
The first section of the distributed questionnaire assesses the gender composition, Educational

background, roles and experience of the respondents. The general information gathers is as
stated on Table 4.2-2.

Education Background

Frequency

Percent

Valid Percent

Cumulative Percent

Valid

Bachelor’s
degree
Master’s degree
or above

Total

60

27
87

69

31
100

69

31
100

1

69

00
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Rolein company
Frequency Percent Valid Percent Cumulative Percent
Construction
Engineer/Site 32 36.8 36.8 36.8
Engineer
Contract
) Admin/Office 15 17.2 17.2 54
Valid Engineer
Other 31 35.6 35.6 89.7
Project 9 103 103 100
Manager
Total 87 100 100
Experience
Frequency Percent Valid Percent Cumulative Percent
<5years 35 40.2 40.2 40.2
> 15 Years 4 4.6 4.6 44.8
Valid 10to 15 Years 13 14.9 14.9 59.8
5t0 10 Years 35 40.2 40.2 100
Total 87 100 100

Source: own survey data

Table 4-1 Demographic Characteristics

4.2.2.1. Educationa Background

According to Barro & Lee, (2001) more years of schooling means workforce will become more
highly skilled and productive, leading to higher output. (Barro, (2001)) From the summary on
table 4.2-2 the educationa background of the respondents the majority of the respondents are
Bachelors’ degree holders. From the total sample 69% (n=60) of Bachelors’ degree holders
and 31% (n=27) of Masters’ degree holders. This indicates that the respondents have higher

knowledge.

4.2.2.2. Roleof respondents

The respondents roles in the companies were categorised into 3 (Construction engineer,
Contract administrator/ office engineer and others being project coordinators, electrical
engineers, sanitary engineers and mechanical engineers). Therole of respondents has an effect
on knowledge to claim and how closely they are oriented to it. The maority of the responses
were from construction Engineers/site engineers 36.8% (n=32) followed by other engineers
with a percentage of 35.6 (n=31). Response from Contract administrators/Office engineerswas

17.2 % (n=15) were 10.3% (n=9) were from Project managers.
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4.2.2.3. Work Experience
The experience level in the construction sector has an impact regarding the awareness of claim
and is management. This is due to lessons learned as each project progresses by as no project
has the same input or output. On table 4-1 it’s shown that 40.2 % (n=35) were both < Syears
and 5 to 10 years of experience where 14.9 % (n=13) had experience from 10 to 15 years and
the remaining respondents being the 4.6% (n=4) have an experience of greater than 15 years.
From the data we can anayse that almost 60% of the respondents have experience of greater
than 5 years therefore showing that the respondents have somehow seen the occurrence of

claim in the projects.

4.3. Awareness and consciousness level
The second section of the survey asked questions regarding the quality awareness

consciousness level of the respondents regarding claim management and parties affected.

Question 1 through 6 in this section of the questionnaire asked if there was a separate
department for handling claims in the company or not, the consciousness of the company
regarding claims, the type of claim that has occurred and which party was most responsible by
the occurred claim and relevantly the most affected by the claims that have occurred have been
assessed through the questionnaire responses. Furthermore in the questionnaire it was asked if
the companies have mechanism in the company that in the planning stage that helped in

identifying claim.

Is there Separate department that handles claims

Frequency Percent Valid Percent Cumulative Percent
Yes 7 8 8 8
Valid No 80 92 92 100
Total 87 100 100
How conscious is the company to claim.
Frequency Percent Valid Percent Cl;,mulanve
ercent
Very conscious 35 40.2 40.2 40.2
Somewhat conscious 38 43.7 43.7 83.9
Valid Neutral 11 12.6 12.6 96.6
Not Conscious 3 3.4 3.4 100
Total 87 100 100
What type of claim has occurred
Frequency Percent Valid Percent Cl;,mulanve
ercent
Time extension claim 17 195 195 19.5
Cost claim 10 115 115 31
Valid Time extension and 60 69 69 100
cost Claim
Total 87 100 100
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Claim majorly caused by

Frequency Percent Valid Percent Cumulative
Percent
Engineer 17 19.5 19.5 19.5
contractor 46 52.9 52.9 72.4
) Client 19 21.8 21.8 94.3
Valid Sub-contractors 4 4.6 4.6 98.9
Local community 1 1.1 1.1 100
Total 87 100 100
Affected Most
Frequency Percent Valid Percent Cumulative
Percent
Engineer 2 2.3 2.3 2.3
_ Contractor 40 46 46 48.3
el Client 45 51.7 51.7 100
Total 87 100 100
Is there Identification of claim on planning stage
Frequency Percent Valid Percent Cumulative
Percent
Yes 10 11.5 11.5 11.5
) No 40 46 46 57.5
Valid Don't know 37 425 425 100
Total 87 100 100

Table 4-2 Table of Awareness and consciousness level

As per table 4-2, 92 percent of the respondents stated that their companies did not have a
separate department that handled claim and 8 percent believed that there is a separate
department. As thisis an ambiguous response as either there is a separate department or not
the information got through this question is disregarded. And out of those 87 respondents 43.7
percent believed that their company is somewhat conscious 35 percent stated that their
company isvery conscious and 12.6 and 3.4 percent stated that their company is not conscious

and had neutral stand respectively. This shows that the companies are conscious to claim.

As described in the Mirza, M. A. (2005), Claim is a management issue and the process needs
efficient and effective management during the entire life cycle of a project. So if claim is not
managed well then it will lead to disputes” (Mirza, 2005) this being said the claim that has
occurred in these companies has aso been identified in as it’s due to unmanaged claim. The
guestionnaire consisted of whether Cost claim, Time claim or both Time and Cost claim
occurred. Amongst the 87 respondents 60 percent replied that both time and cost claim have
occurred and 17 and 10 percent stated that only time extension claim or cost claim respective
to the percentage have occurred to their knowing. And the cause to claims mostly as stated by
the respondents is that of 52.9 percent caused by contractor, 19.5 percent by client and 21.8
percent caused by engineer. But also 4 respondents stated that claims are being caused by sub
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- contractors. Another 1 respondent stated that the causeto claim could also belocal community

coming into dispute with the project and not allowing the contractors to work.

The most affected party by claim as responded by the respondentsiis the client with aresponse
percent of 51.7 percent followed by contractor with a 46 percent of the respondents. 2 of the
respondents stated that engineer is affected by claims. According to the interviewees regarding
the party that is most affected by claim 2 responses claimed contractor is at a loss because
associated risks with execution of the project isimplemented by contractor and every problem
that might have been there even in planning stage is on the contractor making al risks for the
Contractor while 2 responses stated client because contractors will claim to anything and
everything in their power to not be at a loss and client just wants to get the works done and

over with and finally all the financial burden will go to the client.

It wasalso identified if there wasidentification of claimsin the planning stage and 42.5 percent
of respondents replied that they did not know if there was or not. 46 percent stated that it was
not identified at planning stage 11.5 percent replied that it was identified. As this is an
ambiguous response as either it is either identified or not the information got through this

guestion is disregarded.

From responses from the interview in the raised issue regarding awareness was that, there
definitely needs raising awareness and mechanisms be enforced by involving both the Client,
Contractor and Consultant and inform how critical claim resolution isin terms of the project
duration and overall project cost. Another issue raised with awarenessisthat claim is not being
taken seriously and that training needs to be given from top to bottom level workersto eradicate
the causes from bottom. It was stated that all parties need awareness but the problem is that of
consultants in our country need to be consulting pro the completion of the project not against
contractors and pro client.

4.4. Procedures, cause, impact and prevention of claim
In the third section of the questionnaire likert scale was used to identify the applicability of the
procedures and find out what causes, impacts and ways of prevention of claim in the companies
were applicable most and to what the respondents most agree with. The grand mean and |east
mean was taken as the inference point of agreeableness of the responses. To measure the range
between the mean scores the following assumptions were taken.

To determine the minimum and the maximum length of the 5-point Likert type scale, the range
iscaculated by (5 - 1 = 4) then divided by five as it is the greatest value of the scale (4 +5 =
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0.80). Afterwards, number one which is the least value in the scale was added in order to
identify the maximum of this cell. The length of the cellsis determined below:

From 1 to 1.80 represents (strongly disagree).

From 1.81 until 2.60 represents (do not agree).

From 2.61 until 3.40 represents (true to some extent).

From 3:41 until 4:20 represents (agree).

From 4:21 until 5:00 represents (strongly agree).

4.4.1. Proceduresin claim management
In section 3 part 1 of the questionnaire discuss the procedure of clam management and
handling. Amongst the procedures of claim management and ways of handling claims the
applicability was assessed and in that assessment the items to be identified were Submission
of intent to claim on time, Evaluation of claim, how claims were being addressed, Clarity and
transparency of the procedure, understanding of the procedure within parties, availability of
the procedure to manpower in project, knowledge of the procedure and applicability of the

procedures. Amongst the items all items were more or less found to be applicable in the

companies.
Procedure of claim management/ handling Std Range
claim in Building Construction Mean Deviation
Submission of intent to claim on time/ as stated
on the contract and Preparation of claim and 3.84 0.861
submission of claim to Owner/Engineer Agree
Ev.al ugt! on of claimif justifiable and 392 0.852 Agree
unjustifiable
Claim being addressed and resolved on short 261 0.92 Trueto some
bases/ Efficiency of handling claims ' ' extent
Clarity and_ Transparency of claim handling 379 0.929 Agree
procedure in the contract
i i ithi Agree
Cl ear understanding of claim procedures within 375 0.879 g
parties
Availability of clear procedures for all project Agree
: . X 3.55 0.985
handling manpower regarding claim
Knowledge of the claim handling/ management Agree
3.62 0.918
procedures of the company
- X X - Agree
Applicability of claim handling procedure in the 37 0.929 g
company
Grand Mean 3.5975

Source: Own Survey

Table 4-3 Procedure of claim management/ handling claimin Building Construction
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As it can be seen in table 4.2 3 based on the means and grand mean being 3.55 it can be seen
that all the stated items are agrees to by the respondents. But the claim resolution on timely
manner is seen to be of true to some extent based on the range set as it is between the ranges
2.61 to 3.40. This shows that the procedure is being applied in the industry but the claim reply

takestime asit isfar from the grand mean.

So stated in the literature by the public procurement agency (PPA) the procedure to claim is
stated in the manuals and that those need to be followed as per the contract they have for every
project and as per the responses got from this research the procedures are applicable in the
companies as the mean scores with an average mean of 3.6 rounding it up to 4 agreeing to the
applicability. But on the other hand the mean score for the claim being addressed islow which

affects the procedure and a so the construction deliverables.

In theinterview it was also asked if the procedures regarding claim were being followed and if
the procedures are being followed and the responses were that it was not and that claim is not
being seen as part of the managing part which is making it become an entirely big deal which
in the long run causing project delay. This is contradictory to the results that were found

through the questionnaire.

4.4.2. Causesof Claim in Building construction
In section 3 Part 2 of the questionnaire investigated among different factors that cause claim in

building construction, causes identified from different literature have been differentiated by

causes due to the default of claim management, contractors and owners/Engineers.

4.4.2.1. Dueto Clam management default
Section A part 2 of the questionnaire investigated causes of claim due to the default of claim
management and it was identified as Lack of awareness, knowledge and interpretation of
contract terms and provisions, Lack of awareness, knowledge and interpretation of contract
terms and provisions, Inefficient claims preparation and negotiation process, Lack of effective
claims management tools, Insufficient time for the process (time limitations), Low client

involvement and Human factors.
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Causes due to management default in Std
Building Construction Mean Devi . Range
eviation
Lack of awareness, knowledge and Ttr(L)Je
interpretation of contract terms and 3.38 0.991 some
provisions
extent
Inadequate information and documentation 3.74 0.869 | Agree
ici i i Agree
Ineffi cient claims preparation and 38 0.874 g
negotiation process
Lack of effective claims management tools 3.77 0.859 | Agree
ici i i Agree
| _nsn_Jffl cient time for the process (time 349 0.888 g
limitations)
Low client involvement 3.68 1.029 | Agree
Human factors 373 0.961 | Agree
Grand Mean 3.66

Source: Own Survey

Table 4-4 Causes due to management default in Building Construction

Amongst the identified causes the based on the range set 6 of the items set were agreed to and
1 item is found to be true to some extent. Based on the grand mean, being 3.66 the items for

cause based on claim management default are found to be all items as causes.

From the responses as stated above it can be seen that is the most agreed to claim cause due to
managements default. Thisindicatesthat thereis Inefficient claims preparation and negotiation
process as its mean is the highest compared to the grand mean even thou the claims follow the
procedures and are submitted duly, the preparation and the negotiation part of the processis
also not being done as it should be as its mean is 2" highest with regards of the grand mean.
This leads to the untimely approval/ rejection of claims for the matters in hand to be resolved
and the continuum of the rest of the works at hand. Following thisissue the second most agreed
cause being that claim management tools are lacking makes the first issue more unresolvable
because if there are no tools to the management then it will be hard to make the process less
time consuming and effective.

From the interview while assessing the gaps in the in construction management in general
trying to come in contact with claim it was seen that there are alot of management issues that
need to be figure out. These gaps affect the overall management as well as the claim
management. And as per the interview it was sought out that there is a gap in the industry
concerning the construction management. The interviewees stated that there is poor planning
at the start of the project, untimely payment to contractor, unpredictable inflation in the local
market causing a gap that usually is not being treated well as of recently another is schedule
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insufficiency meaning that the master schedule submitted in the commencement of project is
being seen to be not of the real completion time and is causing it to bring about management
issues. Another issue that was brought up was in planning stage, design detail misses and
change orders will be brought to light in construction stage, communication gap within parties
has al so become an issue and this gap gives way for problems not to be resolved and quality of
constructions is not being controlled well as well as the manpower that is employed for the
works to be done are not well trained and workmanship problems are seen very widely in the
sector and thisis affecting it very widely.

Amongst the raised issues the one major problem that needs to be assessed is the management
and leadership skill of the managers that are employed. The managers that are employed are
just needed to have technical skill and have experience, but these people not only need technical
but an overall knowledge and skill in managing the finances the human resources employed on
site. And amongst the issues raised the major causes of cost claim arising identified from the
interview are that of cost escalations due to unpredictable inflation in the local market, time
claims not resolved properly, Poor planning, time extension could also bring cost claim but not
al itemswill be adjusted. It was also stated that while planning for the project, cost estimation
isusually taken lower just to win the tender which is showing to be not efficient. Another issue
raised in the interview is the maor gap in the project management in relation to clam
management which is leading it to clam and it was stated that Variations are usually not
managed timely in the construction industry. Furthermore, there is lack of awareness how the
inflation in the market affects the project completion. In order to resolve these issues, variation
works must be recorded and communicated to the Client/ Consultant immediately and the
Contractor needs to consider contingency in their offer to a certain degree.
6.4.1.2.Due to Contractors default

Section B part 2 of the questionnaire investigated causes of claim due to the default of
contractor and it was identified as Lack of awareness, delay in commencement of project,
unrealistic schedule in planning stage, lack of performance in project management, late
procurement of materials, lack of personnel of handling claims, communication gap and not
knowing what to claim for.
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Causes due to contractors default in Std
Building Construction Mean Devi ’ Range
eviation
Lack of awareness, knowledge and
interpretation of contract terms and 343 0.996 Agree
provisions
Delay caused due to delay in
commencement of the project as scheduled 3.75 0.991 Agree
A schedule that is not redlistic at planning 3908 0.876 Agree
stage
Lack of Performance in managing the
project throughout the life cycle 3.88 0.9 Agree
Procurement management of the supplies or 393 0.846 Agree
inputs for the projects
][_ack of personnel for handling claim 38 0.975 Agree
actors
Communication gap in the overall project 376 0.892 Agree
needs
Not knowing what to claim for 3.24 0988 | _'rueto
some extent
Grand Mean 3.72

Source: Own Survey

Table 4-5 Causes due to Contractors default in Building Construction

Amongst the identified causes the based on the range set 7 of the items set were agreed to and
1 item is found to be true to some extent. Based on the grand mean, being 3.72 the items for
cause based on Contractors default are found to be all items as causes.

As shown in table 4.4-3 unrealistic schedule handed at planning stage is the most agreed to
cause by the contractor which has the highest mean as compared to the grand mean. In
construction the master schedule is the time table and resource allocation management tool,
and so if it’s unredistic then the whole of the project deliverables will be affected and the
constraints of the projects will be left unfulfilled. That being said if the schedule is unredlistic
it will also affect the procurement management for the resources needed, which is the second
most agreed to cause due to contractors default.

From the interview while assessing the causes the responses that were identified as major
causesto time claim isthat of poor procurement strategy on the contractors’ side. Manpower
and resource alocation is usually found to be insufficient for the project which in addition
causes extension of time and that will cause disputes and conflicts among parties, idea changes
bringing up to variation orders and scope change, poor performance of the contractor and
insufficient budgeting. So to summarise all the listed causes to cost claim have effect on the
project in a very negative way as they lead to conflicts and disputes and project delay which

eventually costs both contractor and client.
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Another issue raised was that there is a communication gaps, problems with coordination of
projects, and managing tasks and major issues in one project even in discipline (not having
enough manpower to fulfil the project), assigning required manpower for each problem like
project managers project coordinators, these give rise to both time and cost clam.
6.4.1.3. Due to Owner/ Engineers default

Section B part 2 of the questionnaire investigated causes of clam due to the default of
Owner/Client and it was identified as scope change, variation works, late site handover, late
payment to contractor, rigid management , delay in clarification, insufficient issue of working
documents and lack of proper alocation of budget.

Causes due to Owner gEngineer s default in M ean Std. Range Rank
Building Construction Deviation 9
Change of scope of project. 39 0.953 Agree 5
Variation Works. 414 0.838 Agree 1
Late Site handover. 391 0.94 Agree 6
Late payment to contractor. 4.08 0.93 Agree 2
Rigid Management system that don’t take in
to consideration the situation of requests. 4.03 0.841 Agree 3
Delay in Clarification. 3.69 0.826 Agree 8
Insuff!u ent Issue of Working drawing and 38 0.963 Agree 7
specification.
Lac_k of proper alocation of budget for the 394 0.92 Agree 4
project.

Grand Mean 3.93

Source: Own Survey

Table 4-6 Causes due to Owners/Engineers default in Building Construction

Amongst the identified causes the based on the range set all of the items were agreed to. Based
on the grand mean, being 3.93 the items for cause based on Owner/Engineers default are found

to be all items as causes.

Amongst the causes variation orders have been the most agreed to cause to delay caused by the
client. Variation orders or change orders give way to the most claims of time extension and
financial claim with a mean score highest as compared to the grand mean. The second major
cause was selected to be late payment to contractor for the works performed. This cause has a
major impact for both the contractor and the project. If payments are not made duly then the
contractor might face financial problems and might hold back on procurement for coming

works to be performed or might even start to execute works of low quality.
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From the interview while assessing the causes the responses that were identified as major
causes to time claim is that of unresolved issues from the clients’ side (right of way issues),
untimely payments, late approval and late solution to issues and giving a specification/design
that is not feasible, variations not approved on time were also agree upon as per the responses
from the questionnaire. Amongst these late payment to contractor are major causes but also
another magjor cause of delay that leads to claim is cash flow problem of either contractor or

client and thisleads to claim and finally termination of project.

Another issue raised is that late submittal of working drawings, clarifications, supply of
materia if the projects contract is with supply of materials from the client are the major gaps.
It was also stated that poor planning and lack of clear understanding about the scope of the
project by the client, consultant and contractor also another major gap. This gap will be filled
by preparing the redlistic project planning and clear statement of and identification of scope
that considers the possible limitations.
6.4.2. Impact of Claim in Building construction
In section 3 Part 2 of the questionnaire investigated among different factors that building

construction isimpacted with regards of claims that arise in projects.

As identified different impacts that were included are Dispute amongst parties, work
suspension liquidated damage, lost profit and revenue (for contractor), extended project

overhead, time extension, price escalation and impact on quality of deliverables.

Impact of claim in Building Construction Mean D Std Range
eviation

Disputes amongst the parties 3.98 0.849 Agree

Work Suspension 414 0.765 Agree

Liquidated damage 3.95 0.926 Agree

I__ost Profits and revenue‘(For Contractor as 417 0.838 Agree

time extends for completion)

Extended project Overhead 4.25 0.81 Strongly Agree

Time extension of the project 432 0.739 Strongly Agree

Material and equipment Price Escalation due

to delay caused by unresolved claim 445 0.711 Strongly Agree

Impact on quality of the output of the

construction 4.24 0.777 Strongly Agree
Grand Mean 421

Source: Own Survey

Table 4-7 Impact of Claim in Building Construction
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Amongst the identified causes the based on the range set 4 of the items set were agreed to and
4 items were found to be strongly agreed to. Based on the grand mean, being 4.21 theitemsfor
impact are found to be all items as impacts of claim had on building construction.

Material and equipment Price Escalation due to delay caused by unresolved claim is the most
agreed to impact as compared to the grand mean and this followed by time extension of the
project being the second highest compared mean to the grand mean.

Esho fonie, (2008) as cited by Saidu, Kenneth John et al. stated that “Contractual claims in
construction projects such as delay, dissatisfaction and disputes that often lead to acrimonious
relationship amongst stakeholders with attendant over run in cost and time of construction
projects” (Eshofonie, 2008) in that study the conclusion was that claim impact on construction
projects is that of in terms of cost and time increase, which agrees to the outcome of this

research.

And as stated by interview responses the outcome of these delays and the causes to claim will
have an impact in time extension of the project and in turn that brings mostly cost claim maybe
due to liquidated damage, price escalation, disputes and conflicts loss of potentia
client/business, project cost overrun. And also it could cometo termination of project. Another
impact to claim that was stated was that especially nowadays the inflation is off the roof and
cost claim causes more overhead and it will also give head to Time extension of the project

completion and the effects of time extension will add up more cost to the project.

6.4.3. Prevention of Claim in Building construction
In section 3 Part 3 of the questionnaire investigated among different waysin preventing claims

form occurring in building construction. As identified from various literatures, different ways
to prevent claims as follows: Assessment of logical time frame for completion, Identification
& Assessments of Project Scope in planning phase, Alignment of Documents with the general
rule of submission, Adopting reliable mechanism for fast resolution of dispute, Clear and
concise issue of drawings and specifications, Clear cut communications throughout the project
life cycle for finding problems in the project to fix them, Project Managers ability to foresee
problems ahead of time and Devel oping ateam work spirit without compromising the duty and

responsibility specifically in the contract.
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Prevention of claim in Building Construction M ean Std Range
Deviation
Assessment of logical time frame for completion. 421 0.749 St;gpegl]ely
Identl_flcatlon & Assessments of Project Scopein 497 0.702 Strongly
planning phase agree
Al ignment of Documents with the general rule of 42 0.775 Agree
submission
A_doptl ng reliable mechanism for fast resolution of 424 0.731 Strongly
dispute agree
Clear and concise issue of drawings and specifications 417 0.781 Agree
Clear cut communications throughout the project life Strongly
S . . : 422 0.684
cycle for finding problems in the project to fix them agree
I?rol ect Managers ability to foresee problems ahead of 433 0.757 Strongly
time agree
Developing ateam work spirit without compromising 425 0.719 Strongly
the duty and responsibility specifically in the contract ) ) agree
Grand Mean 4.24

Source: Own Survey

Table 4-8 Prevention of claimin Building Construction

On a study done by Miraz, M.A (2005) stated that “Clearly the best way to prevent claimsis
to have no claims to prevent! Thus, the emphasis is on how to avoid or prevent claims from
arising.” It was also claimed that the ingredients to prevention of claim are “management
scheme, identified risk distribution to ones in best position to control and defined
responsibilities. Effort is required to align the contract documents to the defined purpose,
logical risk sharing and management scheme. The seeds of claim and nutrients essential for
their development are contained in the contract formul ation/documentation and the information
supplied or not supplied at relevant point in time. After the award of contract the opportunity

to prevent nutrients for Claim comesto an end.” (Mirza, 2005)

Abebe Dinku (2003) also stated that “in most cases they are undesirable, as they impact project
cost, time of completion, etc. The fact that claims are unavoidable, effort should be made to
encourage the development of resolution mechanisms, to the benefit of all parties. In such
cases, the best approach is not to have a hard line approach towards their resolution but create
an atmosphere of partnership between al parties with the objective of solving or settling the

issues.”

And as it can be seen on the table 4-8 items are seen as prevention methods being strongly
agreesto and 2 of the rest items being agreed too. This shows that items are seen as significant
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waysto prevent claims. Based on the grand mean, being 4.24 the itemsfor stated for prevention

are found to be all ways of prevention to claim in building construction.

Project Managers ability to foresee problems ahead of time has the highest mean score as
compared to the grand mean which shows that to prevent claims from occurring, project
managers should have the ability to see problems that cause claims ahead of time. This being
followed by the second most highest mean as compared to the grand mean is identification &
Assessments of Project Scope in planning phase and it shows that scope of projects are

changing after commencement.

Arian & Pheng (2005) stated that “nothing is more constant than contractual claim during
the course of aconstruction project, despite the best efforts of all participants during the
planning, implementation and administration of the contract, claims will almost certainly
occur and can be damaging to any project, if not considered collectively by al the
stakeholders involved in the construction projects.” This being said with the identified
methods of prevention the best way for any of them to work isif all stakeholders collectively
involved in the projects.

Based on impact following with the prevention of claim from the responses got from the
interview was that in one company running many projects it’s a hustle running all smoothly
especially the cash flow the resource allocation and especially in this country where price of
materials rises by the day, in this hustleit is rare to find companies who are equipped with the
critical thinking management which can get through with it and aso the project managers
leadership quality sometimes will also affect the flow. That being said inadequate project
management and coordination will aways|ead to something missing from one or more proj ects
and delays will come to rise and those delays usually are tried to be compensated with claims.
To fill this gap theindustry in general needs atransformation where leaders/project managers’
skills need to be tested regularly and there needsto be away for each company to have asystem
to have a great resource allocation techniques. Agreeing to the findings of the questionnaire

regarding project managers’ ability to oversee problems ahead of time.

Regarding approaches and principles to be used in the industry for prevention of claimsisthat
every project manager critically review project schedule before actual work is commenced and
identify areas that hinder progress of work. Using software such as MS Project or Primavera
greatly aids the Contractor to identify critical tasks and resolve any outstanding issues
beforehand.
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After al the raised questions it was led to how claims could be prevented and responses were
that claim cannot be prevented but minimised, however, issues leading to conflictsthat arisein
mismanagement of claim can be resolved by introducing various clauses in the Contractua
document such as price adjustments (which are usually left not applicable in contracts), lifting
of price caps completely and allowing for a certain degree of contingency when working in
such a volatile market, there needs to be created a clear communication path among all stake
holders of the project, and on planning stage identifying causes of claim that might occur and
Better communication throughout the project, Feasible time line for the project and engineers
to evaluate the schedule properly. But there were also other suggestion which were that, each
party involves closely to the project deliverables in the planning stage and rule out any
claimable issues or try to minimize those issues as best can. By ways of resolution of claims
after they occur, it was stated that both claims are equally important in the construction sector
because introducing both claims will allow for amarginal negotiation room. Focusing only on
the time claim will not answer to questions relating to variation works and focusing on cost
clam will impact the overall cost of the project and after they occur negotiation is found to be
less time consuming and all parties will come to aterm applicable. But it was brought to light
that client might be at aloss but for the better outcome it should be considered. And according

to the responsesit is not believed to occur a project where claims do not arise

And finaly from all the respondents the general statement made was that contractors and
consultants are not integrating well or in other words are usually working with amentality that
one party is the enemy of the other in the industry that should also stop. Thisis amaor issue
in the country where most causes to the construction industry deterioration is happening. This
statement shows the communication gap seen in the industry.

4.3. Correlation Analysis
Correlation anal ysiswas conducted to explore the strength in the rel ationshi p between the cause
and effects of claim that were conducted in the research. Correlation coefficients are used to
assess the strength and direction of thelinear relationships between pairs of variables. (Mukaka,
(2012).)

To summarise, the correlation coefficient is measured on a scale ranging from+ 1to— 1. The
degree of correlation between two variables is denoted by + 1 or -1. When one variable rises
asthe other rises, the correlation is positive; when one falls as the other rises, the correlation is
negative. The stronger the relationship between the two variables, the closer the Pearson
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correlation coefficient, r, isto +1 or -1, depending on whether the relationship is positive or
negative. A value of +1 or -1 indicates that all of your data points are included on the line of
best fit.

Cause of Claim Impact of Claim
Dueto Clam management Pearson Correlation .276**
e Sig. (2-tailed) 0.01
Pearson Correlation 223"
Due to Contractors default Sig. (>-tailed) 0.038
. Pearson Correlation 535"
Due to Owners/ Engineers Sig. (2-tailed) 0

**_ Correlation is significant at the 0.01 level (2-tailed).

Table 4-9Pear son product moment correlation coefficient test

The table above summarizes the relationship between the causes of claim and impact of claim.
All of thevariables are strongly and positively related at p<0.01. As stated above asthe Pearson
correlation coefficient, r, is closer to +1 the variables are positively related and accordingly
even thou al the variables are to the positive and shows that there is a linear association
between the variables. And also the correlation between cause due to Owners/ Engineers and

Impact of claim found to be that of moderate.
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4.4. Regression Analysis
A linear regression analysis was done to model the relationship between dependent and

independent variable.

Model Summary

Vodel R R Square Adjusted | Std. Er.ror of the
R Square Estimate
1 535" 0.286 0.26 0.47849
a. Predictors: (Constant), Cause by Owner, Cause by Contractor, and Cause
by Management
ANOVA?
f .
Model Sum o df Mean Square F Sig.
Squares
Regression 7.618 3 2539  11.091 .000"
1 Residual 19.003 83 0.229
Total 26.621 86

a. Dependent Variable: Impact of claim
b. Predictors: (Constant), Cause by Owner, Cause by Contractor, and Cause by

Management
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 2.221 0.393 5.655 0
. CAbyMGMEAN 0.001 0.113 0.001 0.01 0.992
CAbyCGMEAN 0.008 0.1 0.01 0.085 0.933
CAbyOGMEAN 0.491 0.1 0.531 4917 0

a. Dependent Variable: Impact of claim

Table 4-10 Regression Results of Impact of claim and Causes of claim in building construction

Thevalue R=0.535 isthe Pearson correlation of estimate of score and count, the valueindicates
the magnitude and direction of the relationship between the two variables (cause of clam and
impact of claim). Since it is positive the relation is positive in direction. The vaue R
square=0.286 measures how well the variable count performed in explaining the variation in
the dependant variable. The adjusted R Square = 0.26, meaning that 26% of the variation in the
causes of clam is due to the number of times there is an impact. The remaining 84% the
variation in the causes of claim is due to other predictors not included in the model or
uncontrolled factors. The ANOVA is an overall significance test of model parameters. Vaue
i 0.000 which is less than 0.05 which indicates that the variation occurred in impact of claim
is due to the Causes to claim through different defaults.

4 |Page



CHAPTER FIVE

7. SUMMARY, CONCLUSION, AND RECOMMENDATIONS

5.1. Introduction
This Section presents the summary, conclusion and recommendations are given based on the
objective of the research. Results and discussion that is presented in Chapter four is briefly
summarised in this section and depending on the summary, conclusions and recommendations

have been provided.

52. Summary
The study attempted to examine feasibility of claim management procedure in industry and if
they are being implemented well and its efficiency. Also it was assessed whether there were
issues in the procedures besides the cause and impact claim has in building construction
amongst selected grade 1 contractorsin Addis Ababa. A total of 87 responses were sought out
and with regards to the data gathered though questionnaire survey and analysed using SPSS

software and also from interview summary of findingsis outlined as follows:

Based on responses the procedure in claim management is being implemented, but
clam resolution time is found to be taking longer

In the companies both time extension claim and cost claim arise one or the other in each
projects handled and most claims caused and the most affected by the claims caused
according to the findings are Contractor (53%) and client (22%) respectively. But from
the findings even thou contractor causes the most claimsthey are also majorly affected
by those claims. Identification of claim in the planning stage could save alot of hustle
but according to the findings the companies do not identify claims early on in planning
stage. From the findings it shows that regarding the procedure, the time it takes to
respond to claims or to resolve claim issues istime intensive as compared to the grand
mean (x=3.59) and also that the procedure of handling claim is not majorly known by
all the manpower that handles the project (x=3.5).

Regarding cause of claim, due to claim management default the most sought out is that
thereisinsufficient claim preparation and inadequate preparation of documents, due to
contractors default it was identified that unrealistic schedule and insufficient

procurement management of supplies, and due to owners/engineers default variation
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works, late payment to the contractor and, with a close mean, rigid management were
identified.

Regarding the impact claim has on building construction, all the listed impacts were
agreed to also having a grand mean of 4.21 and least mean of 3.95. The impact higher
than the grand mean were found to be Price escalation, time extension and extended
project over head as compared to the grand mean.

In any project prevention of problems that might arise is the best way to go, this being
said prevention of claim should be a priority. As identified the most effective way to
prevent claims are all the items stated with a grand mean of 4.24 and a least mean of
4.17. This being said the project manager should have a skill in foreseeing problems
ahead of time and also another major way sought out is that before planning or
implementation the project scope needs to be identified and assessed properly and

clearly so that it is not changed once the project commences.

5.3.  Conclusion
Conclusion of the study can be made based on the results found, their interpretation and
discussion of the questionnaire and interview in accordance of the research question. The study
has been done to fulfil the research question of the study, which is to assess the feasibility of

the procedure in the management. Accordingly the following conclusions have been made.

In relation to the objective of this research, it was shown that the procedure of the claim
management in the industry was available, applicable and feasible. The awareness of the
respondents showed to be to a high level. Also as the findings from the questionnaire shows
the procedures are being implemented but not to itsfullest asthe time for claim response stated
to take longer than it needs to and not being resolved in short bases. But in the interview the
managers stated that even the procedures are not being implemented and the consciousness and

awareness regarding claim and its management is still lacking.

In relation to the problem stated by the research, the results showed that awareness of claim
and how conscious companies are to it is low based on the interview response and that needs
to be worked on also amongst the different causes of claim it was identified and agreed upon
that most claims are caused due to unrealistic schedule in planning stage, variation works and

time intensive claim resolution causing also financial claim and time extension claim.
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5.4. Recommendation
Based on the findings and conclusion here under the researcher provided the
recommendations in accordance to the objective so as to improve the occurrence of clam and

its prevention in the building construction in Addis Ababa.

It was identified that causes of claims are not being identified in the planning stage so
it isrecommended that parties that are involved should come together at planning stage
and identify any incident that might lead to claim and it needs to be planned ahead for
prevention or minimisation of the risk of it happening.

Awareness gaps are observed in the overall man power even thou the company being
conscious if the manpower that handles the project isn’t aware and up-to-date the there
is aways risk of causation of claims. This being said awareness trainings need to be
given to all the manpower that is directly handling the project works so asto minimize
any unpleasant causes.

Communication within parties throughout the project life cycle need to be worked on
asitisamaor key in prevention.

Procurement strategies should be laid out beforehand so as to minimise shortage of
materials on site when needed.

5.5.  Suggestion for further research

Claims have become amongst the major causes for project deliverable failure in project that
are being executed. This being said more studies need to be done on the matter. Studiesin the
future could change the context of this study and the focus from grade 1 contractors to lower
grade and even so amongst different grades and see how claimishandled and executed amongst
those grades. Another change of context could also be change of location of the study and

compare claim management practices with other citiesin Ethiopia.
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Appendix |: Questionnaire

Addis Ababa University
College of Business and Economics
School of Commer ce
Department of Project Management
MA. Project on Claim management
Dear Respondents,

My name is Emnet Kefyalew and | am a Master’s student in Project management at Addis
Ababa University School of Commerce. This is a questionnaire survey | have developed to
gather the necessary data for fulfilment of my Master’s project on Claim and Its Impact in

Building Construction Projectsin Addis Ababa.

| would first like to thank you for sharing your time to take part in this questionnaire survey.
Please be informed that this survey will STRICTLY be used for academic purposes ONLY to
explore the Claim Management Practices in various building construction companiesin Addis

Ababa, and therefore, your responses will be held confidential.

Furthermore, your genuine response will play a crucia role towards attaining a precise
understanding on the construction practicesin relation to Claim. To thisend | kindly ask you
to truthfully provide the required information so that it is possible to advance the knowledge

of and possibly improve Claim management practicesin Addis Ababa.
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Part |. General Profile

Educational ] Master’s degree or above 7  College Diploma
Background O Bachelor’s degree [J  High school Completed
Roleinthe . Project Manager = CE:r?Sitrr]aecetrAdml n/Office
Consiruction Project | [ Construction Engineer Other
Y ears of Experience [] <5yeas [1] 10tol5Years
[0 5t010VYeas O >15Years

Part I1. Research Related Questions:

Pleasetick on thebox for aresponse you fedl isappropriatefor the following questions of
the section.

1. Isthere a separate department that handles claim management in your organization?
O Yes O No

2. How conscious is your company whenever there happens to be a reason for claim to
occur?

O Very conscious [ somewhat conscious O Neutral O Not conscious

3. What Kind of claim has occurred in your company? (Tick more than one box, if
applicable)

0 Time Extension claim 1 Cost Claim O Others
If other is selected please specify

4. Claimiscaused by different factors that occur in the life of the project. So which party
isresponsible for most of the claims created?

O Contractor O Client O Engineer 3 Other
5. Which Party do you believe is the most affected by the claims?
O Contractor O Client O Engineer 3 Other

6. Does your company have a mechanism to identify the occurrence of claim at the
planning stage of the project?

O Yes = No

52|Page



Part 111. Rating Scale Questions: Claim Management procedures, Causes of claim,
I mpact of claim, Prevention of claim

A. Procedureand tools of claim management/ handling claim
Please tick on the space you feel is appropriate for the following. Scale rating description: 5=

Highly Applicable, 4= Applicable, 3= Moderate, 2= Very Low Applicable, 1= Not
Applicable

Procedure of claim management/ handling claim Rate
SNo. 5 4 3 2 1

Submission of intent to claim on time/ as stated on the
contract and Preparation of claim and submission of
1 | claim to Owner/Engineer

Evaluation of claimif justifiable and unjustifiable

Claim being addressed and resolved on short bases/
3 | Efficiency of handling claims

Clarity and Transparency of claim handling procedure in
4 | the contract

Clear understanding of claim procedures within parties

Availability of clear procedures for al project handling
6 | manpower regarding claim

Knowledge of the clam handling/ management
7 | procedures of the company

Applicability of clam handling procedure in the
8 | company

B. Causeof claim in building construction projects

Please tick on the space you feel is appropriate for the following. Scale rating description:
5= Very Strongly Agree, 4= Strongly Agree, 3= Agree, 2= Strongly Disagree, 1= Very
Strongly Disagree.

A. DueTo Claim Management Default

Rate

SNo. Causes of claim Due to Claim Management default 5 4 3 2 1
Lack of awareness, knowledge and interpretation of
contract terms and provisions

Inadequate information and documentation

Inefficient claims preparation and negotiation process
Lack of effective claims management tools
Insufficient time for the process (time limitations)
Low client involvement

Human factors

~N (O OB W N |
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B. Dueto Contractors Default

Rate

S No. Causes of claim due to Contractors default 5 4 3 2

Lack of awareness, knowledge and interpretation of
1 | contract terms and provisions

Delay caused due to delay in commencement of the
project as scheduled

A schedule that is not realistic at planning stage

Lack of Performance in managing the project throughout
4 | thelifecycle

Procurement management of the suppliesor inputsfor the
projects

Lack of personnel for handling claim factors

Communication gap in the overall project needs

0N o O

Not knowing what to claim for

C. Dueto Owner/Engineers Default

Rate

S No. Causes of claim due to Owner/Engineers default 5 4 3 2

Change of scope of project.

Variation Works.

Late Site handover.

AN (P

L ate payment to contractor.

Rigid Management system that don’t take in to
consideration the situation of requests.

Delay in Clarification.

Insufficient Issue of Working drawing and specification.

0 [N |O Ol

Lack of proper alocation of budget for the project.

C. Impact of claim in construction

Please tick on the space you feel is appropriate for the following. Scale rating description:
5= Very Strongly Agree, 4= Strongly Agree, 3= Agree, 2= Strongly Disagree, 1= Very
Strongly Disagree.

Rate
SNo. Impact of claim 5 4 3 2
1 | Disputes amongst the parties
2 | Work Suspension
3 | Liquidated damage
Lost Profits and revenue (For Client as time extends for
4 | completion)
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SNo.

Impact of clam/ Cont....

Rate

Lost Profits and revenue (For Contractor as time extends
for completion)

Extended project Overhead

Time extension of the project

Material and equipment Price Escalation due to delay
caused by unresolved claim

Impact on quality of the output of the construction

D. Prevention of claim in construction

Please tick on the space you feel is appropriate for the following. Scale rating description:
5= Very Strongly Agree, 4= Strongly Agree, 3= Agree, 2= Strongly Disagree, 1= Very

Strongly Disagree.

SNo.

Rate

Claim Prevention

Assessment of logical time frame for completion.

Identification & Assessments of Project Scope in
planning phase

Alignment of Documents with the general rule of
submission

Adopting reliable mechanism for fast resolution of
dispute

Clear and concise issue of drawings and specifications

Clear cut communications throughout the project life
cycle for finding problemsin the project to fix them

Project Managers ability to foresee problems ahead of
time

Devel oping ateam work spirit without compromising the
duty and responsibility specifically in the contract
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Appendix II: Interview Guide

| appreciate for giving me your timeto havethisinterview with me. My name Emnet Kefyalew,

MA graduate student in Project Management at AAU. The main purpose of thisinterview isto

collect data for the research entitled “Assessment of Claim and Its Impact in Building

Construction Projects in Addis Ababa: selected grade 1 contractors.” Therefore, | kindly

request your cooperation and sincere response to the interview session.

Position/Title:

1. What do you believe is a maor gap in construction management that you believe that
isaffecting it gravely?

2. What are the mgjor causes of delay/Time claim in the construction project? What is the
aftermath of those delays?

3. What are the magjor causes of cost clam in the construction project? What is the
aftermath of those claims?

4. What is the processes/procedure of claim that should be followed when it happens?
From where was it derived?

5. Isthe clam handling procedure really being applied in the industry?

6. What are the major gaps that you have observed in the construction industry especially

10.

11.

12.
13.

in the project management that lead to claim? How do you believe those gaps will be
filled?

Do you propose any approaches, formats models or principles for use in the industry
regarding claim that would benefit it?

Do you think that the current Ethiopian Building construction practice needs araise in
awareness regarding clam management practices? Who in the field needs the
awareness most?

What are the mechanisms to be adopted to prevent claimsin the construction projects?
What type of claim resolution method have you adopted and among them which one
do you believe isthe best that you recommend?

Do you think that it is possible to accomplish a construction project without raising any
clam?

Which party is more vulnerable to claim? Why?

Do you have any recommendations for the betterment of the practice?

56|Page



