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ABSTRACT

The Ethiopian construction industry has been busy with building roads and construction of
new buildings in the capital, Addis Ababa and across the country in the past decade or so, at a
large scale. These constructions are undertaken by both local and international contractors.
However, it has been observed that the performance of local contractors is by far at a lower
level than the international contractors. International contractors deliver the product in time,
at the given cost and at an acceptable quality way beyond comparison with those delivered by
the local contractors, posing the question: what are the factors that affect the performance of
local and international contractors resulting in such differences in there deliverables?

Based on review of literature, a total of 35 factors has been selected that influence both local
and international contractors and another 15 factors were also included which influence
international contractors in particular. The identified factors were categorized into groups
depending on types of performance process. Statistical analyses of their significance were
carried out based on the questionnaire survey with senior professionals from both groups of
contractors.

The results of the analyses have confirmed that all respondents agreed that their performance
was influenced by all the factors indicated in the questionnaire and also identified the top ten
factors which significantly affect performance.

Recommendations towards improvement of the current performance for local contractors
were forwarded: they need to ensure that they have enough capital base and proper cash flow,
adequate experience for a required assignment, proper planning and scheduling of the works
and ensure effective site management and supervision of the works and also to better control
cost, local contractors shall make use of earned value concept to calculate cost and schedule
variances as well as performance indices and forecasts of project cost and schedule duration.
On the other hand, International contractors were recommended to have project knowledge of
Ethiopia, its social norms, expectations and local preferences, cultural issues, approval
processes, operating law; material and labor quality, differences encountered in work
practices, cultural differences, design and construction standards and permit processes.
Understanding these differences and fine distinction in different countries help them reduce

the risks involved, thereby increasing the success of global projects.

Key words: Construction Industry, Contractors performance, International construction,

Performance, Project performance factors.
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CHAPTER ONE
INTRODUCTION

11 GENERAL OVERVIEW

Ethiopia is a landlocked country in the Horn of Africa with over 100 million inhabitants
composed of 80 ethnic groups, and has a GDP per head of USD863.0 per person (NBE
Annual Report, 2016/17). It occupies a total area of 1.14 square kilometers. The country has
been going through lots of changes in the past decade. New roads are being constructed in
many rural areas in addition to maintenance and upgrading of existing roads which have been
going on almost everywhere in the country. Towns and cities across the country have been
witnessing construction of buildings at a larger scale than ever. Its capital and largest city,
Addis Ababa, has the lion’s share of the buildings constructed in the period. Many high rise
buildings are being built in Addis Ababa for the headquarters of commercial banks in the
country among others. Construction of government built condominiums and apartments by
the private real-estate have also been made in the city in addition to the widespread buildings
of different types by the private sector.

Contractors to build these roads and buildings are both local and international. Some
observers have noted that local contractors are at a lower level in their performance compared
to international contractors. Long delays in completion time, cost overruns and poor quality
has become a common occurrence for local contractors. International contractors in the
country on the other hand usually complete projects within the given time frame, allocated
budget and expected quality of work.

In this research we identify and compare the factors which are affecting the performance of
local and international contractors; while giving particular attention to those factors affecting

time, those affecting cost and quality will also be covered as much as needed.

In the past construction of buildings has been mostly undertaken by local companies, except a
relatively small number of big and iconic buildings such as the Addis Ababa municipality
building, the Africa Hall or ECA building to name a few. On the other hand most of other
relatively smaller to medium buildings have been built by local contractors. Nevertheless,
some local contractors are now taking relatively bigger contracts and of course participation
of the local contracting industry has increased in terms of both the value and number of

projects, over the last several years.



International contractors are attracted to Ethiopia mainly through a relatively generous
incentives and a political commitment by the government, for its economic growth, and
probably a relatively good legal system as compared to many other African states. The
majority of the international contractors are Chinese companies. Even though, they work
mostly on infrastructure constructions; like road and railway constructions, some are now

working on the construction of buildings.

In many respects building construction projects are not unsuccessful, however observations
show that there is a difference in the rate of work completion, level of construction quality

and cost at completion between Local and International contractors.

If left unaddressed, this challenge will endanger the long-term success of the construction
industry to be a safe, effective, and efficient and fully benefiting the country's economy
which will best meet the needs of all at improving levels of service, levels of local contractors
and reducing costs of living for economic and social development, whilst being

environmentally and economically sustainable.

In this research performance of international and local contractors is assessed and compared
against each other to gain insight into their ways and differences in performance, and make
judgments about, their effectiveness and efficiency. Their progress is measured in meeting
strategic goals and outcomes, gather and analyze performance data and then to drive

improvement and successfully measure the utilization of actions into outcomes.

The study begins with reviewing literatures in the area of performance measurement which
are generally identified in different research findings. It then administers a survey on factors
affecting performance of international contractors and local contractors. It then analyzes the
collected data to assess the actual condition in both group of contractors and the causes for
the conditions that exist. Finally it identifies best practices used by both local and
international contractors of building construction projects and will recommend appropriate
measures to be taken by the contractors and by the concerned government offices or

professional associations.

1.2 STAEMENT OF THE PROBLEM

The history of Ethiopian construction industry is as old as the country itself. A brief review of

the country’s history can assert this fact since whenever one goes through the history of a



certain Ethiopian kingdom; one cannot pass by without noticing the descriptions of the king’s
castle or the high-rise towers located somewhere around. From the oldest structures standing
in Ethiopia The Yeha temples in Tigray to the walls of Harar Jugol and from churches of
Lalibela to Emperor Fasilidas’s castles of Gonder and from the Mesjids of Derrie Sheik
Hussein of Bale to Al-Nejashi Mesjid and even to the obelisk of Axum in Tigray; all tell the

country’s history of buildings in particular as much as they tell its history in general.

However, even though the country’s construction industry has made a long distance and a
large improvement, it has lost that old and extraordinary architectural history somewhere
along the way. The loss of that extraordinary talent in architect and performance has been
displayed abundantly in many instances of the construction industry recently. Moreover, this
has even become an excuse nowadays for many companies and government offices to sign
contracts with foreign construction companies since local construction companies have been

blamed for all corners of the project scope, namely time, quality and cost.

In fact it’s not difficult to learn that the country is facing a big challenge economically or
otherwise given the big difference in performance of local and international construction
companies. By some observations, most construction projects which are carried out by
international construction companies are completed within the given time frame, allocated
budget and expected quality. Whereas most of same types of projects carried out by local
companies are completed far beyond the given time frame, with high cost overrun, and with

low level of quality.

This paper particularly focuses on identifying and comparing performance differences of
local and international contractors; while giving much emphasis on time, the paper also

reviews cost, quality and client satisfaction.

13 RESEARCH QUESTION

In this research the researcher attempts to answer the following key questions:

= What are the major factors that affect the performance of local and international
contractors?
= Which factors affect local contractor’s performance more in comparison to

international contractors?



=  Which factors should be given due consideration for a possible improvement in the

overall performance of both local and international contractors?

1.4 OBJECTIVES

The objectives of this research are:

= To compare performance differences of local and international contactors in building
construction projects,

= To identify major factors which affect performance of local and international
contractors,

= To evaluate factors affecting the performance of local and international contractors,
and finally,

= To formulate recommendations to improve performance of construction projects

based on the identified factors.

1.5 DEFINITIONS OF BASIC TERMS AND CONCEPTS

Comparative analysis:

Comparative analysis is a study that compares and contrasts two entities: two construction
companies, two road projects, two buildings, etc. The basic approach starts with establishing
three elements: a frame of reference, or the set of criteria used to measure; grounds for
comparison, such as why the particular two were chosen; and the point of the argument, such

as why one should choose one of the two things studied over the other.
Contractor:

Independent entity that agrees to furnish certain number or quantity of goods, material,
equipment, personnel, and/or services that meet stated requirements, at a mutually agreed
upon price and within a specified timeframe to another independent entity called project

owner.
International contractors:

International contractors are contractors who perform construction works outside their

country of origin.



Local contractors:

Local contractors are contractors who perform construction works inside their country of

origin.
Performance:

The accomplishment of a given task measured against preset known standards of accuracy,
completeness, cost, and speed. In a contract, performance is deemed to be the fulfillment of

an obligation in a manner that releases the performer from all liabilities under the contract.
Performance indicator:

A particular value used to measure output or outcome. They are parameters useful for
determining the degree to which an organization has achieved its goals. A quantifiable
expression used to observe and track the status of a process or the operational information
that is indicative of the performance or condition of a facility, or site.

Performance management:

The use of performance measurement information to help set agreed-upon performance goals,
allocate and prioritize resources, inform managers to either confirm or change current policy

or program directions to meet those goals, and report on the success in meeting those goals.
Performance measurement:

A process of assessing progress toward achieving predetermined goals, including information
on the efficiency with which resources are transformed into goods and services, the quality of
those outputs (how well they are delivered to clients and the extent to which clients are

satisfied) and outcomes (the results of a program activity compared to its intended purpose).
Infrastructure:

Infrastructure is the basic physical and organizational structure needed for the operation of a
society or enterprise, or the services and facilities necessary for an economy to function. It
can be generally defined as the set of interconnected structural elements that provide a
framework supporting an entire structure of development. It can also be defined as ‘the
physical components of interrelated systems providing commodities and services essential to
enable or enhance societal living conditions. It is an important term for judging a country or

region's development.



1.6 SIGNIFICANCE OF THE STUDY

The construction industry in general has a significant impact on the country’s economy since
projects are tied to a range of businesses in several industries. When projects are awarded to
local contractors it is highly likely that they would subcontract local contractors and would
hire local suppliers than international contractors, which are nowadays mainly from China,
whose companies import every input including foremen and laborers from their country. In
addition, a strong and effective local construction industry will contribute greatly to the
country’s economy in many areas including in saving the hard earned foreign exchange

which would have been paid to international companies and their staff.

Therefore, identifying and comparing of local and international contractors’ performance
differences will help local contractors improve their performances to a higher level that can
convince clients by being competitive with their international contractors’, and eventually

contribute the aforementioned and much more benefits to the country.

1.7 SCOPE OF THE RESEARCH

The scope of this paper is limited to; international contractors who perform building
construction projects in Ethiopia such as the CSCEC which is building the CBE headquarters
and other big buildings in Addis Ababa and CCCC which is undertaking the expansion of
Bole international airport among others. And also local contractors who perform comparable
project size as those of international contractors working on building construction including
TACON and Sunshine.

1.8 The Structure of the Report

The study will be organized into five main parts. The first introductory part contains the
general overview, a statement of the problem, objective of the study, and more which is
followed by the second main part, which will deal with the literature review by explaining
concepts related the topic at hand. The third part deals about the method of the study,
including the study area, study design, data source and collection instrument, sampling and
sampling design, and plan of data analysis. The fourth main part discusses about the results
and discussions of the results. And lastly, the fifth main part is dedicated to the summary,

conclusion and recommendations of the study.



CHAPTER TWO

LITERATURE REVIEW

1.9 GENERAL OVERVIEW
It is a common knowledge that the construction industry is crucial for the development of a

country's economy. In fact, the pace of a country's economic growth can be measured by the
development of its physical infrastructures, such as buildings, roads, rail ways, power

stations, communication networks among others.

Construction projects involve several processes, different phases, a number of inputs from
both the public and private sectors, and stakeholders, with the major aim of bringing the

project to a successful completion.

The success of undertaken construction projects depend on the quality of the managerial,
financial, technical and organizational performance of the respective parties, while taking
into consideration the associated risk management, the business environment, and economic

and political stability.

The ever getting complex nature of the construction industry is demanding a more
sophisticated approach in dealing with initiating, planning, financing, designing, approving,
implementing and completing a project. As in all other projects construction projects are said
to be successful when they are delivered on time, within budget, with predetermined

technical specifications and with meeting client satisfactions.

However, the criteria for success are in fact much wider, incorporating the performance of the
stakeholders, evaluating their contributions and understanding their expectations. A
stakeholder is an individual or group, inside or outside the construction project, who has a
stake in, or can influence, the construction performance. Construction projects potentially can
have different sets of stakeholders as: client, consultant, contractor, supplier, end-user and the
community. Successful construction project performance is achieved, when all the

stakeholders meet their requirements.

Construction projects involve a great deal of time and capital, so effective construction
project management skills are required for the projects to be completed within the established

time line to meet cost limitations and quality requirements.



It is important for construction companies to be cost effective and competitive which needs
core competencies for coordinating the job sites, controlling costs, and managing risk at their

construction sites (Sullivan, 2013).

1.9.1 Nature of the Construction Industry

Ancient time construction and architectural works have created the now wonders of the
world, such as the pyramids of Egypt, the Great Wall of China, Taj Mahal, the Eiffel tower in
Paris and of course the obelisk of Axum. During the eighties the construction industry
expanded and its total annual value around the world was about 1.5 trillion dollars. While
during this century the construction activity is revolutionized to include high rise buildings,

infrastructure facilities, dams and irrigation works.

The construction industry is dynamic in nature as it changes constantly with the
developments of new business methods and technologies. This constant change increases the
uncertainties in technology, budgets, and development process. The main characteristics in
the construction industry are the complexity of the construction process, the long time period
taken by the project to be completed, the involvement and integration of different specialties,
the uncertainty and risk involved in the construction industry and also the production of
unique projects that is witnessed widely in the past years due to globalization. Thus,
construction companies should adopt and develop appropriate strategies to decrease the
uncertainties of facing extraordinary changes, and achieve the highest success percentage in

their business.

Construction industry has its own position in the national economy of each country, as it was
the main reason of the economic growth of some countries such as United States and China
(Elsokhn, 2014).

The high levels of construction activity are usually associated by national prosperity. The
importance of the industry is not for its final product only as it provides them with all the
essential public infrastructure and private structure; it is also for the employment of large
number of people directly and indirectly. Moreover, other industries are activated during the
construction process such as to the steel industry, the concrete industry, etc. Thus, the
construction industry has a great effect on the economy of the country or a region during the
construction process (Elsokhn, 2014).



1.9.2 Construction Projects

A project is a temporary endeavor undertaken to create a unique product, service, or result.
Temporary means that every project has a definite beginning and a definite end. Also
temporary does not necessarily mean short in duration; many projects last for several years.
In every case however duration of a project is finite. Unique products, services, or results

means a project creates unique deliverables, which are products or services.

Project can create a product or an artifact that is produced, is quantifiable, and can be either
an end item in itself or a component item. Project can also create a capability to perform a
service, such as business functions supporting production or distribution. It can also deliver a

result, such as outcomes or documents.

Progressive elaboration is a characteristic of projects that accompanies the concepts of
temporary and unique. Progressive elaboration means developing in steps, and continuing by
increments. For example, the project scope will be broadly described early in the project and
made more explicit and detailed as the project team develops a better and more complete
understanding of the objective and deliverables (PMI, 2004).

1.9.3 Stages of the Construction Project

Construction project is a complex, unique and one-time effort, as numerous of people,
activities and requirements are involved to achieve the project goals. It is restricted by time,
budget and quality and performance specifications to satisfy the customer needs. People
involved in the construction process should be familiar with the stages of the process, as the

project team works together in coordination seeking successful completion of the project.

Each process in the project is unique and need special management techniques and skills to
monitor and keep the project on track. The design and construction process consists of linear
path from the initial concept of the project until its occupancy. The project develops through
the stages on step at a time till it arrives to be successfully delivered. These stages are design,
bidding stage, pre-construction, procurement, construction, and post-construction (El-sokhn,
2014).

1.9.4 Construction Project Players

The builder in any construction project is a collaborative team with various skills and

expertise. This team includes many players who have valuable contribution to the project and

9



adding to its complexity at the same time. It is vital for the project manager to identify the
players involved in the construction process, their roles and responsibilities and the risk
associated to their involvement. The understanding of these relationship increases on the

appreciation of the management function in construction (Jackson, 2004).

The players in the construction project are divided into primary players and secondary
players. The most important players in any construction project are the owner, the designer
and the contractor. These are the primary players of any construction project, as each of them
provides different services to fulfill the project objectives.

On the other hand, the secondary players are as important as the primary players, as they have
power and influence on the construction process and its outcome and they cannot be
controlled by the primary players. They can be divided into three layers. The first layer
includes subcontractors, material supplier and equipment vendor. The second layer includes
insurance companies, building codes officials, zoning, labor unions and manufactures.
Besides, the third layer includes local government, federal government, trade associations and
banks. The last two layers have no contractual connection or obligation to any of the primary
layers, but they influence the construction project on a regular basis. Although their effects
are not always immediate, they can have a great impact over the whole industry (Jackson,
2004).

1.9.5 International Construction Projects

Projections of increased population growth, urbanization and needed infrastructure around
the world provide opportunities for international firms to expand internationally. For
instance, demographers expect over a billion more inhabitants on earth in the next decade,
particularly in emerging market countries. This growth will require increased spending on
infrastructure and facilities to meet people’s basic needs while allowing for economic growth
and expansion. Many firms are responding to these opportunities and seeing their revenues

increase.

As exciting as these predictions and opportunities appear, international projects also involve
many uncertainties and risks not found on domestic construction projects. These projects
engage participants from differing backgrounds and cultures who work together in unfamiliar
locations, increasing risks and costs when doing business abroad. Firms entering foreign
markets are therefore thought to be at a disadvantage due to their lack of familiarity with the

local environment, which is often termed the ‘liability of foreignness’. Understanding these
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differences and fine distinction in different countries where they plan to work is therefore

expected to reduce these risks, thereby increasing the success of global projects.

Among the important International project knowledge’s required by these International
contractors include: social norms, expectations and local preferences, cultural issues,
approval processes, operating law; material and labor quality, availability and cost; logistics;
followed closely by work practices and approval processes, differences encountered in work
practices, cultural differences, design and construction standards and permit processes
(Levitt, 2009).

International construction projects are projects in which the contractor, the lead consultant
and the employer are not of the same nationality and at least one of them is working outside
his country of origin. Governments procured projects are considered ‘international’ in
circumstances where the main contractor is a foreign company, or where the main contractor

is a branch or subsidiary of a foreign company.

1.10 PROJECT SUCCESS AND FAILURE IN THE CONSTRUCTION
INDUSTRY

The construction process appears as ordered, linear phenomenon that can be organized,
planned and managed easily. The high rate of failures that occur in the construction projects
to be completed on budget and schedule clarifies that the nature of the construction process is
not as ordered and predictable as it may appear. The construction process is a complex,
nonlinear and dynamic phenomenon that may exist on the edge of chaos sometimes.
Therefore, the construction projects are rich in plan failure, delays and cost overruns more

than in successes.

Sometimes in case of the acceptance of the outcomes by the stakeholders, higher cost and
delays must be tolerable. This clarify that the success and failure criteria changes from
project to project depending on participants, scope, project size, technological implications
and many other factors. Therefore, it is vital for project managers and researchers to gain
better understanding about success and failure of construction projects and to identify all the
factors that may oppose the project success and leads to failure. Eventually, approve a certain
criteria to be used to measure the success of different projects (Jari, 2013).
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‘Success’ and ‘failure’ are two sides of the same coin. The understanding and exploration of
failure helps in recognizing and defining success. In spite of large project failure percentage,
managers avoid discussing failure cases or accessing any related information and try to hide
them. The fear of harming the reputation of the parties involved avoids them from sharing
their failure cases.

Being successful is the ultimate goal of every business activity, as well as the construction
industry in order to survive in the construction environment. Over the years, many
practitioners and academics attempted to understand and specify the factors of project failure

or success, but it has never been easy.

The first reason is due to the unclearness of project success and failure measurements because
the parties who are involved in the project perceive the concept differently. The second

reason is that the list of success and failure factors varies in the literature.

Several factors were tabulated individually, rather than being grouped according to certain
criteria to help analyze the interaction between the factors and their effect. Although many
factors do not affect the project directly, they can affect the project badly when they are

combined with other factors during certain stage of the project.

Failures occurred at many projects over the last decades. The search for the success and
failure factors had started before 1990s. Although the knowledge in this area then was far
from perfection, similarities exist among the literature. The factors that most of the
researchers agreed upon were poor definition of project objectives and goals, and managerial
issues. The 20th century witnessed the growth of construction industry all over the world.
Therefore, the success and failure factors have increased to include the teamwork,

communication and leadership which affect the project objectives directly (Jari, 2013).

1.10.1 Project Management

Project management is the dynamic process that utilizes the appropriate resources of the
organization in a controlled and structured manner, to achieve some clearly defined
objectives identified as strategic needs. It is always conducted within a defined set of

constraints.

Projects fail for the same reason most of the time. One of the biggest mistakes in project
management is that of not learning the lesson of past projects. Should one learn this fact,

project failure would have been reduced dramatically (Haughey, 2014).
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Project Management is a set of processes and activities of planning, organizing, motivating,
and controlling resources, procedures and protocols to achieve specific goals scientifically. A
project is a temporary endeavor designed to produce a unique product, service or result. The
temporary nature of projects stands in contrast with business as usual, which are repetitive,
permanent, or semi-permanent functional activities to produce products or services. In
practice, the management of these two systems is often quite different, and as such requires

the development of distinct technical skills and management strategies.

Project management is the application of knowledge, skills, tools and techniques to project
activities to meet project requirements. It is accomplished through the application and
integration of the project management processes of initiating, planning, executing,
monitoring and controlling and closing. The project manager is the person responsible for

accomplishing the project objectives.
Managing a project includes:

= |dentifying requirements

= Establishing clear and achievable objectives

= Balancing the competing demands for quality, scope, time and cost

= Adapting the specifications, plans, and approach to the different concerns and

expectations of the various stakeholders.

Project managers often talk of a ‘triple constraint’- project scope, time and cost - in managing
project requirements. Project quality is affected by balancing these three factors. High quality
projects deliver the required product, service or result within scope, on time, and within
budget. The relationship among these factors is such that if any one of the three factors
changes, at least one other factor is likely to be affected. Project managers also manage
projects in response to uncertainty. Project risk is an uncertain event or condition that, if it

occurs, has a positive or negative effect on at least one project objective (PMI, 2004).

There is a strong relation between project management and project performance.
Management in construction industry is considered as one of the most important factors
affecting performance of works. Project management is only one of the many criteria upon
which project performance is dependent; it is also arguably the most significant as people
formulating the processes and systems who deliver the projects. An adequate understanding
and knowledge of performance are desirable for archiving managerial goals such as

improvement of institutional transformations, and efficient decision making in design,
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specification and construction, at various project-level interfaces, using appropriate decision-
support tools. It was determined the performance level of their projects in China; identifies
PM practices that led to better performance; and recommended key PM practices that could
be adopted by foreign construction firms in China to improve project performance (Shaban,
2008).

1.10.2 Project Management Competencies

The construction industry is a project-based industry since contractors survive and grow
based on the success they achieve in their projects. Each construction project is unique but
the managerial process is normally uniform across projects in a company. As the project is at
the core of the construction business, project management competencies cannot be
dissociated from overall company performance. Project management knowledge areas and
skills have been investigated by many researchers. The most common of these factors

adopted for this research are presented below.

= Schedule management is the competency of reasoning backward, since in the
execution of all projects there is a target date to finish and deliver the job. It is a major
enabler of the project to complete on time by the use of a series of processes. These
processes are activity definition, sequencing, resource estimating, duration estimating,
schedule development and schedule control. The timely accomplishment of a project
is dependent on the experience of the project managers. A project manager has to be
familiar with several parameters in a project environment for making accurate
estimates on what may be the cause of a potential delay, or completion of the project
on or ahead of schedule.

= Cost management activities include planning, estimating, budgeting, and controlling
of the project. All these activities ensure the lowest possible overall project cost
consistent with the owner’s investment objectives.

= Quality management refers to the activities in an organization that determine quality
policies, objectives, and responsibilities and represents solutions in response to the
complex and non standardizeable nature of construction projects that makes it
difficult to manage quality. The processes of a quality management system are quality
planning, quality assurance, and quality control. Even minor defects may require re-
construction and may impair the facility’s operations. Poor quality in constructed

facilities can be corrected only at a cost and may cause delays.

14



Human resources management is an inevitable dimension of project management
since it is people who deliver projects. People are the predominant resource in an
organization and there is a positive association between human resources management
practices and achievement of outstanding performance. Organizing and managing the
project team are the main duties of human resources management.

Risk management processes and techniques have to be implemented properly in
order to increase the performance of a project. These processes include planning,
identification, analysis, responses, monitoring and control of a project. Considering
the complex, dynamic and challenging nature of construction projects, risk in a
construction project is unavoidable and affects productivity, performance, quality and
budget significantly. However risk can be transferred, accepted, minimized, or shared.
Proper management of risk potentially decreases the effects of unexpected events.
Supply chain management is the network of different parties, processes and
activities that produce products or services. The owner, consultants, contractor,
subcontractors and suppliers constitute the supply chain in construction. Higher
performance can be achieved by increasing the quality of communication between
different parties and team operation among different parties. It has a strong correlation
with project performance.

Claims management is of particular importance because the construction activity
involves a large number of parties, an environment conducive to conflicts.
Documentation, processing, monitoring and management of claims are part of
contract life cycle. Claims and disputes between construction owners, contractors and
other participants can be avoided by clearly stated contractual terms, early non
adversarial communication, and a good understanding of the causes of claims.
Knowledge management is essential in accessing information relevant to best
practices, lessons learned, historical and schedule data, and any other information
necessary to run an efficient project. It can be defined as a vehicle fuel by the need for
innovation and improved business performance and client satisfaction. The capability
of a company to cope with sophisticated projects is the result of a successful
knowledge management.

Health and safety management has a human dimension as accidents during the
construction process can result in personal injuries and/or fatalities. Accidents also

cause an increase in indirect costs such as the cost of insurance, inspection and
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conformance to regulations. Strict health and safety management regulations can
reduce the number of accidents and their effects on project costs. Important issues
found to be potential solutions to health and safety problems on site are the provision
of safety booklets, provision of safety equipment, providing safety environment,
appointing a trained safety representative on site, site safety, health planning and
management, education and training of workers and supervisors, new technologies,

federal regulation, workers’ compensation law and medical monitoring.

1.10.3 Performance Management

Performance management is an agreement-based interactive control model. Its operational
core is in the ability of the agreed parties to find the appropriate balance between the
available resources and the results to be attained with them. The basic idea of performance
management in operations is to balance resources and targets on the one hand and efficiency
and quality on the other as well as possible and to ensure that the desired effects are cost-

efficiently achieved.

Performance management is a process for setting goals and regularly checking progress
toward achieving those goals. It includes activities that ensure organizational goals and
objectives are consistently met in an effective and efficient manner. The overall goal of
performance management is to ensure that an organization and its subsystems (processes,
departments, teams, etc.), are optimally working together to achieve the results desired by the
organization. Performance management has a wide variety of applications, such as, staff

performance and business performance.

Because performance management strives to align all the subsystems to achieve results, the
focus of performance management should also affect the management of an organization’s
performance overall. An organization can achieve the overall goal of effective performance

management by continuously engaging in the following activities:

= Identifying and prioritizing desired results

= Establishing means to measure progress toward those results

= Setting standards for assessing how well results are achieved

= Tracking and measuring progress toward results

= Exchanging ongoing feedback among those individuals working to achieve results

= Periodically reviewing progress
16



= Reinforcing activities that achieve results, and

= Intervening to improve progress where needed (Management, 2006).

1.10.4 Performance Measurements

The purpose of performance measurement is to help organizations understand how decision-
making processes or practices led to success or failure in the past and how that understanding
can help future improvements. Key components of an effective performance measurement

system include these:

= Clearly defined, actionable, and measurable goals that cascade from organizational
mission to management and program levels;
= (Cascading performance measures that can be used to measure how well mission,
management, and program goals are being met;
= Established baselines from which progress toward the attainment of goals can be
measured;
= Accurate, repeatable, and verifiable data; and
= Feedback systems to support continuous improvement of an organization’s processes,
practices, and results (National Research, 2005).
Performance measurement is primarily managing outcome, and one of its main purposes is to
reduce or eliminate overall variation in the work product or process. The goal is to arrive at

sound decision about actions affecting the product or process and its output.

The goal of Performance measurement system is to implement strategy. In setting up such
systems, senior management selects measures that best represent the company’s strategy.
These measures can be seen as current and future critical success factors; if they are
improved, the company has implemented its strategy. The strategy’s success depends on its
soundness. A performance measurement system is simply a mechanism that improves the

likelihood the organization will implement its strategy successfully.

Comparing performance measurement systems to an instrument panel on a dashboard
provides important insight about the mix of financial and nonfinancial measures needed in a
management control system: A single measure cannot control a complex system; and too

many critical measures make the system uncontrollably complex.
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Performance measurement systems - like a dashboard and benchmarking - have a series of
measures that provide information of many different processes. Some of these measures tell

the manager what has happened and others tell what is happening.

1.10.5 Benchmarks

Benchmarking is a key component of quality assurance and process improvement. The role of
benchmarking in process improvement is similar to that of process improvement
methodology. The methodology comprises five integrated steps: define, measure, analyze,
improve, and control (DMAIC). These steps are also central to the benchmarking process.
Measuring, comparing to competition, and identifying opportunities for improvements are the

essence of benchmarking (National Research, 2005).

Benchmarking is the process of comparing a company’s performance against a benchmark to
assess current performance and generate a plan to drive improvement in order to drive

performance towards the benchmark level.

Benchmarking is a method of improving performance in a systematic and logical way by
measuring and comparing performance against others, and then using lessons learned from

the best to make targeted improvements.
It involves answering the questions:-

=  ‘Who performs better?’

=  ‘Why are they better?’

= ‘What actions do we need to take in order to improve our performance?’
Essentially, it is about looking at the way things are done and seeing what the performance is
at a certain level, and using external comparators to improve performance. It uses data as
evidence to identify who is performing better and using that understanding to drive
improvement. Benchmarking is not just about measuring performance. It is about comparing

with others to drive improvement.

A benchmark is ‘the best in class’ performance achieved for a specific business process or
activity. It is performance that has been achieved and can be used to establish improvement
goals. When comparing between processes, there are three main types of benchmark to

compare against,

Internal - an internal benchmark is concerned with comparing against the best within an

organization, such as the performance between different construction projects. The data is
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easy to collect and practices more easily transferred, however it is unlikely to be a spur for

large scale innovation.

Competitive - a competitive benchmark is comparing processes between organizations
within the same industry. This will be directly relevant to processes, and could provide large
levels of innovation. However, it is often difficult to collect comparative benchmarks unless a
member of Benchmarking Club. An example of a competitive benchmark may be Health and

Safety records.

Generic - a generic benchmark is concerned with comparing the same or similar process, but
within a different industry. This may lead to high levels of innovation, but there may be
difficulties in adapting practices from radically different industries. An example of a generic
benchmark might be a comparison between construction and aerospace supply chain

management techniques (Will Swan, 2004).

When benchmarking internally, organizations benchmark against their own projects. When
benchmarking externally, organizations seek projects from other companies or from separate
program offices for comparative analysis. External benchmarks are generally considered to
provide the greater advantage; however, internal benchmarking can be useful where no
external benchmarks are available. Internal benchmarks are often the starting point for
quantitative process examination. Trends can be identified by examining these data over time,
and the impact of performance-improving processes can be assessed. External benchmarks
provide the added advantage of comparing against competitors. Without external
benchmarks, an organization and its managers may lack an understanding of what constitutes

‘good’ performance.

1.10.6 Key Performance Indicators

Key Performance Indicators are probably the most common benchmarking experience that
construction companies and their clients will have encountered. Many companies are
involved with implementing KPI systems, sometimes without understanding their place

within the Rethinking Construction Agenda.

Key Performance Indicator (KPI) is the measure of a process that is critical to the success of
an organization. Many organizations use KPIs. There are a number of performance measures

that define the success of a project.
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The construction industry KPIs allow the benchmarking of an organization against industry
standard data published by the Construction Best Practice Program. The construction industry

KPIs were first published in 1999, and are updated annually.
The three key elements are identified:

= Drivers — those things that have to be in place to drive improvement.
= Processes — the areas of process improvement
= Performance Targets — those key performance indicators.
The KPIs are essentially the evidence that culture change and process improvement are

actually leading to positive change in terms of better performing projects and organizations.

Many clients, especially within the public sector are seeking to work with companies that
demonstrate a commitment to continuous improvement. Often the implementations of
forceful KPI systems are seen as a requirement for companies to win work. From the client
perspective, KPIs provide a useful way to demonstrate wider project requirements, beyond

time and cost issues.

1.10.7 Earned Value Analysis

Earned value analysis is a technique of performance measurement. Earned Value is a
program management technique that uses “work in progress” to indicate what will happen to
work in the future. Earned Value is an enhancement over traditional accounting progress
measures. Traditional methods focus on planned accomplishment (expenditure) and actual
costs. Earned Value goes one step further and examines actual accomplishment. This gives
managers greater insight into potential risk areas. With clearer picture, managers can create
risk mitigation plans based on actual cost, schedule and technical progress of the work. It is
an “early warning” project management tool that enables managers to identify and control
problems before they become challenging. It allows projects to be managed better — on time,
on budget.

Feedback is critical to the success of any project. Timely and targeted feedback can enable
project managers to identify problems early and make adjustments that can keep a project on

time and on budget.

Earned Value Management (EVM) is one of the most effective performance measurement
and feedback tool for managing projects. It enables managers to close the loop in the plan-do-
check act management cycle.
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EVM has been called ‘‘management with the lights on’’ because it can help clearly and
objectively illuminate where a project is and where it is going—as compared to where it was
supposed to be and where it was supposed to be going. EVM uses the fundamental principle

that patterns and trends in the past can be good predictors of the future.

EVM provides organizations with the methodology needed to integrate the management of
project scope, schedule, and cost. EVM can play a crucial role in answering management

questions that are critical to the success of every project, such as:

= |s the project ahead of or behind schedule?
= How efficiently is the time being used?
=  When is the project likely to be completed?
= |s the project under or over our budget?
= How efficiently are resources being used?
= What is the remaining work likely to cost?
= What is the entire project likely to cost?
= How much will the project be under or over budget at the end?
If the application of EVM to a project reveals that the project is behind schedule or over

budget, the project manager can use the EVM methodology to help identify:

= Where problems are occurring

=  Whether the problems are critical or not

= What it will take to get the project back on track.
The effective use of EVM requires that it is used on projects where the principles of good
project management are being applied. Project management is primarily a matter of planning,

executing, and controlling work.

As a performance management methodology, EVM adds some critical practices to the project
management process. These practices occur primarily in the areas of project planning and
control, and are related to the goal of measuring, analyzing, forecasting, and reporting cost
and schedule performance data for evaluation and action by workers, managers, and other
key stakeholders (Nagrecha, 2002).

1.10.8 Factors Necessary for a Successful Construction Project

Project is a complex, non routine, one-time effort limited by time, budget and resource and

performance specifications designed to meet customer needs. Attempts to understand the
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causes of project failure or success have proven problematic, despite attempt by many
practitioners and academics over the years. Project demands have constantly increased over

the last decade and have driven our society into a constantly changing environment.

Project management is a task derived from an organization that enables professional project
managers to use their skills, tools and knowledge to plan, execute and control a unique
project within a limited lifespan by meeting the specification requirements of the
organization. Since the outcomes of the capital projects have strategic implications on the
success and profitability of the business, the ability to deliver based on pre-determined
objectives should be critical to the company's success. Project success can be defined as
meeting the required expectation of the stakeholders and achieving its intended purpose. This
can be attained by understanding what the end result would be, and then stating the
deliverables of the project.

A construction project is completed through a combination of many events and interactions,
planned or unplanned, over the life of a facility, with changing participants and processes in a
constantly changing environment. Certain factors are more critical to a project’s success than
others. These factors are called critical project success factors. Various project success factors
have been identified by different researchers in different projects around the world.
Community involvement, project objectives, technical innovation, uncertainty, politics,
schedule duration urgency, financial contract, and implementation process were established
as the critical success factors in projects. Success has been the ultimate goal of every business
activity. It is highly important for the organizations to be successful in their businesses in

order to survive in competitive business environments such as construction.

1.10.9 Project Success Classifications

Project management success versus product success: Project success criteria consist of
Project management success and Product success. Project management success covers
meeting time, cost and quality objectives. On the other hand, product success deals with the
ability of the project's final product to meet the project owner's strategic organizational
objectives; satisfaction of users' needs and satisfaction of stakeholders' needs where they

relate to the product.

Project success versus project management success: Project success is measured against the

overall objectives of the project while project management success is measured mostly
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against cost, time and quality. Delivering project success is necessarily more difficult than

delivering project management success since it involves second order control.

1.10.10 Success Factors in Construction Projects

Increasing uncertainties in technology, budgets and development processes create a dynamic
construction industry. Building projects are now much more complex and difficult and the
building project team faces unmatched changes. The study of project success/failure and
Critical success factors is a means of understanding and thereby improving the effectiveness

of construction projects.
Success factors for the construction process are as follows:

= Clarity of project objectives
o To state clearly the expected end result, with consultation with the related parties.
Although each party might have different specific goals in mind for the project, they
must spell out their goals,
o To state the communicated and defined goal to all parties,
o To state the clarified time and cost objectives
= Scope of project
o To state the general direction and define the client’s requirement

o To present a clear design which is brief and exact with minimal subsequent changes

= Project manager

The Project Manager is the key person in the project. They must demonstrate multi-
dimensional abilities including interpersonal, technical and administrative skills. The most
important element is that the project manager must clearly understand their role as project
leader, with a clearly defined extent of involvement, and the authority and control they

exercise over personnel. Among the main elements are:

o Personality — the project manager must have a personality which encourages respect
from team players, associates and peers.

o Leadership — the project manager should have leadership skills and be able to apply
competent managerial skills. The project manager should have the ability to persuade
other members of the group to their view, and be able to resolve conflict between

parties.
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o Organizing — the project manager should be responsible for organizing, selecting and
defining the responsibilities of the project team.

o Coordinating — the project manager should identify interfaces between the activities
of the functional departments, subcontractors, and other project contributors.

o Controlling — the project manager should be responsible for monitoring progress,
identifying problems, communicating the status of interfaces to contributors, and
initiating and co-coordinating corrective action.

o Motivating — the project manager should motivate the project team to perform their
duties, and also convince the project team to co-operate with each other.

o Technical knowledge and experience — the project manager must possess good
technical knowledge and experience, since most of the project is highly technical
(Arti J. Jari, 2013).

= Project Team Commitment
All participants must understand and be dedicated and strongly committed to achieve,
maintain and fulfill project goals.

All participants must be committed to the concept of project planning and control and must
be able to put the concept into practice. They must understand the project management
process, its purpose and values, and be committed to following steps and necessary

procedures.

= Capability and cooperation

o All participants must possess adequate capabilities, including skills and experience.

o All participants must retain appropriate interpersonal skills.

o All participants must maintain a good working relationship between the client, the

project team members and stakeholders.

o All participants must sustain a healthy work attitude (Arti J. Jari, 2013).
= Planning
The plan, or schedule, should be prepared as early as possible. The plan should be prepared
with as much detail as possible, including during the design process and throughout its
phases. The detail required includes individual actions for project implementation, the party

responsible for each action, and the technical standard required.
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o The plan should be realistic; it should identify the appropriate workload for the
project team.
o The plan must be updated regularly in order to keep pace with the project’s
development.
o The team should be prepared to re-plan the job schedule to accommodate frequent
changes on dynamic projects.
o The team should incorporate detailed planning guidelines for termination.
= Control
Schedule control — the project’s managers and supervisors should jointly agree on
intermediate milestones and build the detailed schedule around these. Successful project
teams mark the achievement of milestones formally (for example by celebrating) in order to

break the monotony of a long schedule into easily managed portions.

Costs control — focus on tracking the money spent. This requires detailed actual costs, and
one of the best monitoring aids is a plot of plan versus actual costs on a cash-flow curve, for

example, an earned — value analysis system.

Quality control — focus on ensuring the project reaches the agreed and designed level of
quality. It must be closely examined during the entire process. Methods of control include

regular meetings and day-to-day reports etc.

= Appropriate size of work package and environment

Divide the project tasks into appropriate sizes and identify the relevant parities responsible
for each task. Maintain the appropriate level of staff for the amount of work that needs to be
done. Consider the natural environment e.g. weather or consider sustainability, e.g. supply of
materials, or even consider the political environment, e.g. the legal requirements of the

regulatory authorities.

= Communication and information management
Initiate and maintain adequate communication channels among the project team and also
ensure there is some way to manage the flow of information. The suggested methods of

transferring information should include drawings, manuals, meetings and letters.

= Top management support and Health and safety
Provide the necessary resources, authority and power for performing the project and ensure

legislative health and safety requirements are considered (Arti J. Jari, 2013)
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1.10.11 General Advantages of a critical success factors Approach

Critical success factors can reduce organizational uncertainty. Developing and
communicating a set of critical success factors can reduce the dependence on the apparent
aims of the organization. Critical success factors reflect the implied, collective drivers of key
managers and as a result are a more dependable and independent articulation of the

organization’s key performance areas.

Critical success factors are more dependable than goals as a guiding force for the
organization. An organization can set good goals that, in theory, will move the organization
toward its mission. However, if the goals are poorly articulated or developed, this is not
guaranteed. Critical success factors are reflective of what good managers do well to move the

organization toward its mission, regardless of the quality of the goals that have been set.

Critical success factors are more likely to reflect the current operating environment of the
organization. Goal setting tends to be a yearly activity that is seldom revisited until
performance measurement. Used properly, critical success factors are likely to be more
dynamic and to reflect current operating conditions because of the many sources of critical

success factors.

Critical success factors provide a key risk-management perspective for the organization to
consider. The risk perspective of executive-level managers is built into Critical success
factors, so their ‘radar screen’ is exposed to the organization as a whole. Critical success
factors can be valuable for course correction. When Critical success factors are made explicit,
managers often realize that their perception of what is important to the organization may not
match reality or they may realize that they don’t fully understand the current operational

climate. Thus, they can use Critical success factors to realign their operating activities.

A unique strength of the CSF method is that it takes into account the changing environment
with which organizations and managers must deal. Also, CSF is especially suitable for top
management and for the development of organization; the method produces an agreement
among top mangers about what is important to measure in order to gauge the organizations
success (Arti J. Jari, 2013).

26



CHAPTER THREE

RESEARCH METHODOLOGY

111 INTRODUCTION

Details of the research design, data source and collection methods, sampling technique and
sample size, procedure of data collection, questionnaire and the method of data analysis is

presented in this chapter.

1.12 RESEARCH DESIGN AND APPROACH

The research compares the factors affecting performances of local and international
contractors in building construction projects using applied and exploratory research types. It
is mainly initiated from personal observation and finds whether there is a performance
problem locally and correlates the problem with the rate of successful completion of projects
by the local and international contractors.

The approach adapted is undertaking research through survey of questionnaire having
descriptive output. Descriptive study designs are used to conduct this research. The
researcher analyzes the data collected from respondents using quantitative research method.
Descriptive study design is used to describe the existing factors that lead to performance

differences.

1.13 DATA SOURCE AND COLLECTION INSTRUMENTS

For the proper achievement of the objectives of the study; the researcher uses primary and
secondary data sources. Primary data are collected using survey questionnaires. Detailed
questionnaires are designed and distributed for the identified factors affecting performance of
local and international contractors in construction projects. Secondary data were collected
from document review of reports, previous research and strategic plan documents of which
were more appropriate for descriptive type.

1.14 THE RSEARCH POPULATION AND SAMPLING

A total of 30 questionnaires were equally distributed to professionals working in the
international and local 1% grade contractors, i.e. 15 to each group as they are the source of
data and the main providers and recipients of the performance process. Sample size was
determined after reviewing related researches on factors affecting performance (Ghias, 2015)

(G. Sweis et. al., 2008). For each factor respondents were requested to indicate the degree of
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impact which has been measured using the five Likert-scales labeled as 5 for very high, 4 for
high, 3 for moderate, 2 for neutral and 1 for none. Then the responses given by each of the
respondents are then summarized and counted (Arti J. Jari, 2013).

Due consideration is given while selecting the data sources since the collected data
determines the validity of the research outcome. Questioners were adapted for this research

from related past researches and the literature review.

1.15 METHOD OF DATA ANALYSIS

The analysis is aided by the use of Statistic Package for Social Science (SPSS) where the
scores assigned to each factor by the respondents are entered and consequently the responses
from the questionnaires are subjected to statistical analysis for further insight. The
contributions of each of the factors to overall performance are examined and the ranking of
the attributes in terms of their criticality as perceived by the respondents are done by the use
of Relative Importance Index (RII) which is computed using the equation:

RII = XW/A XN, (0<RII <1)
Where:
W - weight of each factor ranges from 1 to 5, (where ‘5’ is “Very high’ and ‘1’ is ‘None’)
A - is the highest weight (i.e. 5 in this case) and;

N - is the total number of respondents
In addition, using the Bivariate Pearson Correlation the research has tested whether there are

correlations within and between sets of variables.

1.16 THE RESEARCH SCOPE AND LIMITATION

The target populations of this research are the local and international contractors involved in
building construction projects. Even though each group of contractors suffers from various

factors of performance, the type, degree and cause of the problems can be different.

1.17 ETHICAL ISSUES OF THE RESEARCH

To ensure informed consent, respondents were provided with all the relevant information
about this study in order to ensure that they understood the nature of the study, objectives of
the research and the benefits to the research. This process further ensures that the study will
not misbehave the behavioral norms established by the organization being under study. In
addition, findings will be reported in a complete and honesty fashion, without
misrepresenting any responses given or intentionally misleading readers and researchers

interested in this study.
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CHAPTER FOUR

ANALYSIS AND DISCUSSION

2.1 INTRODUCTION

This research presents a Comparisons of Factors Affecting Performance of Local and
International Contractors in Building Projects in Ethiopia. From literature review and past
studies, a general image of the environment in performance measurement is discussed. In
addition, theoretical background of performance measurement has been assessed to address

the potential factors that influence performance of building contractors.

Based on this questionnaires were developed to collect data from professionals who have
sufficient experience on possible challenges encountered by local and international
contractors on building projects in the country. In these chapter explanations to the issues
related to distribution of the questionnaire, collection of responses, subsequent analysis and

discussion of the data acquired through the responses from professionals are presented.

The principal purpose is to rank the identified factors of performance from all the groups
and find out the major factors that are required to be given due attention in the performance
measurement of both local and international contracts to substantially minimize the poor

performance in building projects in Ethiopia.

2.2 QUESTIONNAIRE DESIGN AND FACTORS

The following 35 factors for both local and international contractors and 15 factors for
international contractors only (Table 4.1 and 4.2) were identified and summarized based on
their relevance from the literature review and other factors are included as required by this
research (Ghias, 2015) (G. Sweis et. al., 2008) (Arti J. Jari, 2013).

Table 4.1: Identified factors affecting the performance of both Local and International
contractors in building construction projects.

Identified Factors Affecting Performance of Building
I/No Construction Projects
A Cost Factors
1 Liquidity of the organization
2 Escalation of material prices
3 Exchange rate differentiation
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Time Factors

Site Preparation Time

Poor estimation of the project time

Percentage of orders delivered late

Average delay in claim approval

Average delay in regular payments

ol o Nl Ml

Time needed to implement variation orders

10 Unavailability of resources

11 Average delay because of materials shortage

C Quality Factors

12 Conformance to specification

13 Unavailability of competent personals

14 Quality of raw materials and equipments

D Productivity Factor

15 Number of new projects / year

16 Management-labor relationship

17 Sequencing of work according to schedule

E Client related Factors

18 Information coordination between owner and stakeholders
19 Leadership skills of project manager

20 Number of disputes between owner and project parties
21 Number of rework incidents

F Regular and Community related Factors

22 Cost of compliance to regulators requirements

23 Number of non-compliance events

G People Factor

24 Employee attitudes in project

25 Recruitment of employees and competence development
26 Motivation of employees

27 Belonging to work

H Health and Safety Factors

28 Application of health and safety factors in organization
29 Project location is safe to reach

30 Reportable accidents rate in project
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I Innovation and Learning related Factors

31 Learning from own experience and past history

32 Learning from best practice and experience of others
33 Training the human recourse in the skills demanded
J Environmental Factors

34 Wastes around the site

35 Climate condition

(Source: Table adapted from the literature review and reconstructed by the researcher)
Table 4.2: Identified factors affecting the performance of International contractors in

building construction projects.

Identified Factors Affecting Performance of Building

I/No . .

Construction Projects
1 Business case / Economic feasibility
2 Implementation of new tax
3 The cost, availability and utility of currency
4

Insurance
S Legal entity establishment
6 National Employment
! Political stability
8 Social stability
o Cultural and religious issues
10 Language difficulties
1 Governing law
12 Dispute resolution and enforcement
13 Sub contractors and supply chain quality
14 Shipping and custom clearance
15 : .

Securing visas

(Source: Table adapted from the literature review and reconstructed by the researcher)

A questionnaire survey has been conducted to gather the required information from

professionals who are involved in building construction sector in Ethiopia working on
31



behalf of local and international contractors towards answering the basic research question.

The questionnaire was divided into the following three major sections.

Section 1: This section consists of inquiries on general background information of the

respondent and the organization in which the respondent is representing for.

Section 2: It incorporates list of thirty five identified factors for both local and international
contractors which have effect toward the project success criteria i.e. time, cost, quality, client
satisfaction, productivity and others. For each factor the degree of impact has been asked.
The degree of impact was categorized on a five scale: Very high, High, Moderate, Neutral,

and None.

Section 3: It incorporates list of fifteen factors for international contractors which have effect
toward the project success criteria i.e. time, cost, quality, client satisfaction, productivity and
others. For each factor the degree of impact has been asked. The degree of impact was
categorized on a five scale: Very high, High, Moderate, Neutral, and None. The

questionnaires are attached as Appendices.

2.3 DISTRIBUTION AND RESPONSE RATE

A total of 30 questionnaires were distributed as follows: 15 to professionals each working
for local contractors and 15 to professionals working for international contractors. Table 4.3
presents the samples and their distributions, including the response rate.

Table 4.3: Distribution and response of questionnaire

Item | Description Number Number  of (% of number |% of number
distributed |responses distributed  |of response
1 Local Contractors 15 13 100% 86.7%
2 International 15 12 100% 80%
Contractors
Total 30 22 100% 83.3%

From the 30 questionnaires distributed a total of 25 responses were received, consisting of
13 (86.7%) from the local contractors and 12 (80%) from the international contractors. The

overall response rate was 83.3% as shown in Table 4.3.
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2.4 DATA ANALYSIS APPROACH

For each factors affecting performance of local and international contractors respondents
were requested to indicate the degree of impact. The degree of impact has been categorized
into five scales. Before starting the analysis, Likert weightings have been assigned to each
of the categories as 5 for very high, 4 for high, 3 for moderate, 2 for neutral and 1 for none.
Then the responses given by each of the respondents have been summarized and counted.

The analysis was aided by the use of Statistic Package for Social Science (SPSS) where the
scores assigned to each factor by the respondents were entered and consequently the
responses from the questionnaires were subjected to statistical analysis for further insight.
The contribution of each of the factors to overall performance was examined and the
ranking of the attributes in terms of their criticality as perceived by the respondents was
done by use of Relative Importance Index (RII) which was computed using the RII equation
and the results of the analysis are presented from Table 4.4 to Table 4.6.

In addition, using the Bivariate Pearson Correlation the research has measured whether

there are correlations within and between sets of variables.

2.5 FACTORS AFFECTING PERFORMANCE OF BOTH GROUPS OF
CONTRACTORS

The analysis of the data has been made using the aforementioned statistical methods
considering the identified factors affecting performance. The results of this part of study
provide an indication of the relative importance index and rank of factors affecting the
performance of local and international contractors in building projects. The results of the
study provide an indication of the relative importance index and rank of factors affecting
the performance of contractors in building projects. Table 4.4 shows summary of the factors

ranking according to each type of target group.

Table 4.4: The relative importance index (RIl) and rank of factors affecting the

performance of construction projects according to each Group.

No | Factors Local International
RI1I ‘ RANK | RII RANK
A | COST
1 Liquidity of organization 0.723 3 0.717
2 Escalation of cost of materials 0.846 2 0.850 1
3 Exchange rate differentiation 0.892 1 0.833
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B TIME

4 Site preparation time 0.708 5 0.683 6

5 Poor estimation of project time 0.692 8 0.717 3

6 Percentage of orders delivered late 0.677 10 0.683 6

7 Average delay in claim approval 0.708 5 0.717 3

8 Average delay in regular payments 0.646 15 0.650 11

9 Time needed to implement variation orders 0.677 10 0.650 11

10 | Unavailability of resources 0.708 5 0.667 9

11 | Average delay because of materials shortage | 0.692 8 0.683 6

C | QUALITY

12 | Conformance to specification 0.631 16 0.633 16

13 | Unavailability of competent personals 0.662 13 0.667 9

14 | Quality of raw materials and equipments 0.662 13 0.650 11

D | PRODUCTIVITY

15 | Number of new projects / year 0.615 21 0.583 23

16 | Management-labour relationship 0.615 21 0.600 22

17 | Sequencing of work according to schedule 0.677 10 0.583 23

E CLIENT RELATED
Information coordination between owner &

18 stakeholders 0.600 26 0.583 23

19 | Leadership skills of project managers 0.723 3 0.633 16
Number of disputes between owner and

20 | project parties 0.585 29 0.533 31

21 | Number of rework incidents 0.585 29 0.533 31

F REGULAR AND COMMUNITY

22 | Cost of compliance to regulators requirements 0.631 16 0.567 27

23 | Number of non-compliance events 0.600 26 0.550 28

G PEOPLE FACTOR

24 | Employee attitudes in project 0.615 21 0.633 16
Recruitment of employees and competence

25 | development 0.600 26 0.633 16

26 | Motivation of employees 0.631 16 0.633 16

27 | Belonging to work 0.615 21 0.617 21

H | HEALTH AND SAFETY
Application of health and safety factors in

28 | organization 0.585 29 0.583 23

29 | Project location is safe to reach 0.585 29 0.550 28

30 | Reportable accidents rate in project 0.569 33 0.550 28

| INNOVATION AND LEARNING
Learning from own experience and past

31 | history 0.631 16 0.650 11
Learning from best practice and experience

32 | of others 0.631 16 0.650 11
Training the human recourse in the skills

33 | demanded 0.615 21 0.533 31
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J ENVIRONMENTAL
34 | Wastes around the site 0.492 34 0.517 34
35 | Climate condition 0.477 35 0.500 35

(Source: Table adapted from the literature review and calculated & constructed by the

researcher)

The most important two factors agreed by both local and international contractors as the

main factors affecting the performance of building construction projects were: ‘Exchange

rate differentiation’ and °‘Escalation of cost of materials’, followed by ‘Liquidity of

organization’, ‘Average delay in claim approval’ and ‘Poor estimation of project time’ as

shown on Table 4.5 below.

Both the agreement and significant differences on identified major factors by the two groups

of contractors is discussed in the discussion part of this chapter.

Table 4.5: The top significant factors affecting the performance of both Local and

International contractors.

Local International | Combined
No | Factors RII RANK | RII RANK | RII RANK
1 | Exchange rate differentiation 0.892 |1 0.833 |2 0.863 | 1
2 | Escalation of cost of materials 0.846 | 2 0.850 | 1 0.848 | 2
3 | Liquidity of organization 0.723 | 3 0.717 | 3 0.720 | 3
4 | Average delay in claim approval 0.708 | 5 0.717 | 3 0.713 | 4
5 | Poor estimation of project time 0.692 | 8 0.717 | 3 0.705 | 5
6 | Site preparation time 0.708 | 5 0.683 | 6 0.696 | 6
7 | Average delay because of materials shortage 0.692 | 8 0.683 | 6 0.688 | 7
8 | Unavailability of resources 0.708 | 5 0.667 | 9 0.688 | 7
9 | Percentage of orders delivered late 0.677 | 10 0.683 | 6 0.680 | 9
10 | Leadership skills of project managers 0.723 | 3 0.633 | 12 0.678 | 10

(Source: Table calculated and constructed by the researcher)

1. According to all responses Exchange rate differentiation has been the main factor

affecting performance as it has the first rank among all factors with RIl = 0.863. This

factor is indicated by respondents as the most dominant factors by both local and
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international contractors, justifiably showing the country’s current economic situation.
The prevalent shortage of foreign currency in the country, which consequently leading to
escalation of cost of materials has become and continues to be a big concern not only to
the construction industry but to the whole economy as well.

This is followed by Escalation of cost of materials with an IRR of 0.848. Escalation of
material prices in the construction industry causes significant financial hardships for
unprepared suppliers, subcontractors, contractors, and owners alike in addition to the loss
of profits, damaged relationships resulting in a negative impact on projects. Anyone in
the industry can tell how the price of materials such as metal has more than doubled in a
very short period of time following an adjustment of the value of Birr against the USD
last October and onwards. Both of these factors definitely need immediate stabilizing

economic as well as political measures sooner than later.

Liquidity of organization has been ranked as third with RIlI of 0.720. Liquidity of an
organization is a degree to which an organization has assets that can be quickly
converted to meet immediate and short term obligations without losing their value. The
most liquid asset, compared to other assets, is cash. This is because it can always be used
easily and immediately. Appropriate resources of liquid elements of the assets, including
cash, are the organization’s protection against the loss of financial liquidity, which is

highly needed in this case.

Average delay in claim approval has been ranked in the fourth position with RIl = 0.713.
Delay in claim approval from owner to contractor will lead to delay of contractors'
performance. If a claim is not settled on time it could lead to dispute and could even

effect the project execution itself.

The purpose of claims by contractors is to seek additional money over and above the
contract prices. For the Client, however, it means additional costs, which in the end may
make the project commercially impossible. Such a differing interest in the execution of a
project will inevitably lead to disputes. Considering the unavoidability of such problems,

dispute resolution mechanisms are placed in many forms of contracts. Current dispute
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resolution mechanisms stipulated in different forms of contract place the Engineer as the

central element in the dispute resolution mechanism.

Poor estimation of project time has been ranked in the fifth position with RIl = 0.705.
Unpractical estimation of project time which is affecting the performance of most
contractors and projects is in many cases leading to disputes between contractors and
project owners. Both the owner and the contractor will be victims of delay by such poor
estimations. The owner will not get the project ready for the intended service in time and
will bear additional cost, while the contractor will be subjected to additional over head

cost for prolonged period.

Construction time estimation is an integral part of preparation of an engineer’s estimate.
Estimation of construction time is important from various aspects e.g. for project
planning and scheduling, project cash flow forecasting and for efficient contract
administration. In construction contracts provision of bonuses for contractors who finish
works earlier or imposing penalty for those delaying the works could be provisioned if an

objective method of calculation of project time is available.

Site preparation time has ranked 6th with RI1l of 0.696. Site preparation is the process of
demolition or wrecking of buildings and other structures, clearing of building sites and
sale of materials from demolished structures. It also involves blasting, test drilling,
landfill, leveling, earth-moving, excavating, land drainage and other land preparation.
(ISIC, 1990) All this work need time and should be dealt with while working on planning
and scheduling the project.

. Average delay because of materials shortage ranked 7th with RIl of 0.688. Material
shortages are shortages of input materials of projects including shortages of sand, brick,
concrete, glass and other materials causing delays in construction. Consequently causing
disruptions in project time and driving up costs.

Some approaches contractors can take to protect from soaring costs and delays of timing
on their projects include employing the most efficient building process, ordering materials
and equipment with long lead times early, and anticipating a lengthy wait, considering
design changes by analyzing costs early in the process. Applying combination of these
and similar factors can minimize costly schedule delays which are caused by material

shortages.
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8. Unavailability of resources has tied up with average delay because of materials shortage
at R1l of 0.688. This factor is important for contractors because availability of resources
assist contractors to implement their projects with a successful performance.

Construction resources include construction plant, tools and equipments, human
resources, space and facilities, subcontractors and finance. Delivering a project within the
schedule and budget requires is not achievable without a proper resource management. It
is necessary to meet the objectives of the project and to satisfy the client’s requirement.
Proper resource management is also needed to ensure the adequate and timely supply of

resources in addition to maximizing the utilization of resources.

9. Percentage of orders delivered late is 9™ factor with RIl of 0.680. Given that a
construction site is both temporary and unique, the outcome of every construction project
is dependent upon having all of the proper resources delivered to the site at the
appropriate time. Although this is common knowledge in the construction industry, late
deliverables to the site continue to be a major impediment to project success. Late
deliverables affect the construction industry is huge but there is little understanding of
their far-reaching impacts, project stakeholders have varying perceptions of the risks and
impacts associated with late deliverables, therefore, proactively managing late
deliverables and impacts is key for improvement in the industry.

10. Leadership skills of the Project Managers has been ranked tenth with RIl = 0.678. The
presence of competent Project Manager in a building construction firm is basic to
achieve the goals of a project. While experience in engineering and construction is
important, the critical skills needed to be a successful project manager are not technical.
They are leadership and management skills that will help to lead and manage the project
in such a manner that the project's objectives are achieved. Leadership is the process of
influencing individuals or groups to accomplish an organizational goal or mission.
Management is the process of planning, organizing, directing and controlling a project or

activity.
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2.6 earson Bivariate Correlation Test:
Using the Bivariate Pearson Correlation the research has measured whether there are

correlations within and between sets of variables. For the sake of space and convenience the
researcher took the factors that were found to be the top ten factors which affect the
performance of local and international contractors. Out of the ten top factors five have a
strong correlation from 0.516 to 0.837 and the rest of these factors show a moderate
correlation as show on table 4.6 on the previous page. On the other hand, these factors have
a positive correlation which shows that the variables increase together. This tells that a
positive increase on one of the factors affects all others positively. In addition, a statistical

significant relationship has been proved among all the factors (p < 0.001).

2.7 FACTORS AFFECTING PERFORMANCE OF INTERNATIONAL
CONTRACTORS

The results of this part of study provide an indication of the relative importance index and
rank of factors affecting the performance of International contractors on building projects.
The following table shows summary of factors ranking according International contractors.
Table 4.7: The relative importance index (RII) and rank of factors affecting the performance

of International contractors on building projects

International Contractors
No Factors RII Rank
1 Political stability 0.767 1
2 Social stability 0.767 1
3 Implementation of new tax 0.750 3
4 The cost, availability and utility of currency 0.750 3
5 Business case / Economic feasibility 0.717 5
6 Cultural and religious issues 0.633 6
7 Governing law 0.633 6
8 Sub contractors and supply chain quality 0.633 6
9 Legal entity establishment 0.617 9

(Source: Table calculated and constructed by the researcher)

Political and Social stability factors have tied topping the factors affecting the performance

of international contractors on building projects with RIl = 0.767 as shown in table 4.7.

40



Needless to say that it is a major concern for an international project contractor whenever the
political and social situation in the host country deteriorates in a given time to the extent that
it changes the operating conditions of the contractor. The political actions that may affect
the business or construction operations may include governmental takeover of properties,
changes in import or export regulations, or even political revolution leading to other severe
changes. Hence the need to analyze and fully understand these risk-exposures seriously
which apparently affect contractor's objectives for long-term business relations with the host

country, not to mention the effect on its profit and market share.

As shown in Table 4.7 Implementation of new tax has been ranked in third place with RIl =

0.750 tying with the cost, availability and utility of currency.

The potential consequences of adverse taxation issues are so great that the issue deserves
independent identification and professional analysis. Consideration of the local tax system
and tax consequences in the home jurisdiction and the risk of the implementation of new

taxes as a result of changes in law should always be considered by international contractors.

‘The cost, availability and utility of currency’ is also a serious issue for all contractors in
general and for international contractors in particular. It is an issue for the international
contractors as they in general perceive that local currencies are overvalued and they are not
getting the equivalent of their money in local currencies. Birr at local black markets can give

us a good understanding of their concerns, hence the need for stabilizing measures.

Business case / Economic feasibility has been ranked 5" with RII = 0.717. Before submitting
a tender for any project in new a country, international contractors in consultation with local
professional assistance, should have a sufficiently detailed financial analysis with respect to
the likely costs and required equity investment, revenues, margins and after- tax profits that

may be achieved. This analysis should consider any legal or economic barriers to entry.

‘Cultural and religious issues,” ‘Governing law of a contract and Sub contractors’ and

‘Supply chain quality’ have been all ranked 6™ with Rl = 0.633.

‘Cultural and religious issues’ are as important as ‘governing law of a contract’ which tells
that contractors will obviously need to carefully assess what they are getting into before
making the final decision. This decision will be influenced by the nationality of the parties
and the location of the project and may also be affected by the decision of the funders.

However, the parties should also consider the cultural and religious interactions, elements of
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the domestic law where a project is taking place and the governing law of a contract, as well

as the possibility of conflict between them.

Sub contractors and supply chain quality is no less important. The domestic success of
international contractors is often driven by strong relationships with quality subcontractors
and suppliers. These relationships take time to develop and are the result of ‘trial and error’.
The associated risks are selecting the wrong subcontractors or suppliers and being unable to
find satisfactorily skilled subcontractors in the local jurisdiction which needs a prior

assessment of the level of availability of such services.

2.8 DISCUSSION
To identify the critical factors affecting performance of both groups of contractors, t h e

identified factors wereranked in their order of importance. The following
steps have been followed to rank the factors and sort out the critical ones.

e Relative importance indices have been carried out using statistical method.

e Factors have been ranked in the order of their importance for each factor.

e Importance indices have also been determined for each of the ten major causes
affecting performance by taking the average of the importance indices under each
group.

e The major groups of factors affecting performance have also been ranked and the

degree of agreement and significance level of the sets of rankings were determined.

The ranking of factors that affect the performance of both local and international contractors
is summarized by selecting the 10 major factors among the 35 factors in which 30% are from

Cost factors, 60% from Time factors, and 10% from Quality factors factors each.

Response for factors in cost and time management questions has also been compared and
analyzed. Based on the identified factors these part of discussion addresses mitigation
measures following the outcome of the study in order to minimize the major affecting
factors and their effects. Table 4.8 shows the RIl and Rank of factors affecting performance

of both local and international contactors by main categories.
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Table 4.8: Rank of factors by category affecting performance of contractors.

Local International Combined
No | Factors RII RANK | RII RANK | RII RANK
A | Cost 0.820 | 1 0.800 |1 0810 |1
B | Time 0.689 | 2 0.681 |2 0.685 |2
C | Quality 0.652 | 3 0.650 |3 0.651 |3
G | People Factor 0.615 | 8 0.629 |4 0.622 |4
I Innovation And Learning 0.626 | 5 0.611 |5 0.618 |5
D | Productivity 0.636 | 4 0.589 |6 0.612 |6
E | Client Related 0.623 | 6 0571 |7 0597 |7
F Regular And Community 0.616 | 7 0559 |9 0.587 |8
H Health And Safety 0.580 | 9 0.561 |8 0570 |9
J Environmental 0.485 | 10 0.509 |10 0.497 |10

(Source: Table calculated and constructed by the researcher)

From the data collection and analysis, the 10 major factors affecting performance local and

international contractors in building projects are in the following three categories:

1. Cost factors
2. Time factors

3. Quality factors

Therefore, based on the response and analysis the following discussion and mitigation

measures are indicated for the above three major factors.

2.8.1 Cost Factors

Without a doubt, every project is dependent on its cost. Cost has been addressed as a very

important success criterion; where as some studies mentioned having an intellectual budget

plan and proper cost estimation as prominent success factors.

In these research respondents agree cost factors as one of the major factor affecting

performance of contractors. The major category consists of three factors. Respondents agree

that all cost factors namely problems related to Escalation of material prices, Differentiation
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of currency prices and Liquidity of organization are the major cost factor affecting

performance of both Local and International contractors.

Escalation refers to cost changes which result from changes in prices of input materials.
These changes in price levels in turn are driven by underlying economic conditions.
Escalation can be driven by change in productivity, technology and market condition

including high demand of labor and material shortage, profit margin and other factors.

While differentiation of currency prices is one of the major factors affecting the performance
of the Local contractors, it may on the other hand not be for the same reason for international
contractors. This is due to the way payments are arranged for contractors by the contract
agreements. International contractors are most of the time paid by Birr and foreign currency
while the local contractors are paid by Birr only. It is not easy for the local contractors to
have access to foreign currency for purchasing of machineries and other equipments required
by the works. However, international contractors worry seem coming from more of the rate

of exchange than the shortage.

Liquidity of the organization is another factor that poses challenge. Even though the problem
affects both groups of contractors, it has higher degree with the local contractors. The
limited financial capacity of local contractors is said to be a serious challenge. The local
contractors are characterized by inadequate capital base. To carry out a project with the
intended cost, contractors need to have enough amount of liquid asset which is cash or
financial liquidity of company’s assets which is the ability to convert assets into cash.
Appropriate resources of liquid elements of the assets, including cash, are the company’s

protection against the loss of financial liquidity.

A construction company can carry out different projects and have good net earnings, but if it
can't collect the actual cash on a timely basis, it will soon fold up, unable to pay its
obligations. The most common and the most frequently used concepts of financial liquidity
concern mutual relations between current assets and those current liabilities which are
financed from current assets. Financial liquidity of an enterprise is better when larger parts
of its assets are high-liquidity elements, and worse when the opposite is true. The mutual
relationship between assets and liabilities in shaping financial liability also requires that we
pay attention to the quality of our debts. Therefore, if an enterprise wants to maintain high
level of financial liquidity, it must possess a large share of cash and high liquidity assets and
a small share of short-term liabilities.
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The enterprise’s solvency is defined not through the quality (size, structure, liquidity) of the
possessed current assets, but by the generally understood ability to pay with cash. This
possibility is determined by cash flows; therefore company solvency is a cash aspect of
financial liquidity (Monika Bolek, 2012).

2.8.2 Time Factors

Time is one of the most important project success criteria for any project. It has also been
mentioned as a factor which can help the other factors be met. Time as one of the triple
constraints of projects, any deviation from the schedule will have an effect on cost and scope
of a project. The key to good use of time is working efficiently.

In this research time as a major category consists of six among 10 top factors. Among these
the respondents agree that ‘Average delay in claim approval’, ‘Poor estimation of project
time’, °Site preparation time’, ‘Average delay because of  materials shortage’,
“Unavailability of resources’ and ‘Percentage of orders delivered late’ are major causes for

performance for both groups of contractors.

‘Delay due to claim approval’ is one of the major factors affecting both groups of
contractors. A claim is a demand by one of the parties seeking, as a matter of right,
adjustment or interpretation of contract terms, payment of money and extension of time or
other relief with respect to the terms of the contract. The term "Claim" also includes other
disputes and matters in question between the parties to a contract involved in the county’s
construction and repair projects arising out of or relating to the contract or the construction

process.

Prior to a cordial negotiated settlement, contract documents usually require the contractor to
place his claim demands at the jurisdiction of the engineer. The engineer is also required to
act impartially. Should both parties consider the decision of the engineer as fair, then the
parties will agree to settle the issue. If one or both parties, however, do not accept the
decision of the engineer, then an alternative dispute resolution mechanism is instituted. This

usually leads to negotiating cordial settlement or finally to arbitration.

The significant effect of the claim process is the effect it may have on the project execution
itself. Once the claim issues are referred to arbitration, the parties begin to see each other as

enemies and that will have a far greater impact, probably more severe than the financial
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impact that will have on the total project life. Therefore, responsible bodies should attempt

to maintain an atmosphere of good working relationship in the interest of the project.

Both groups of respondents agree that ‘poor estimation of project time’ by the client is one
of the top ten factors affecting their performance. Only few projects have successfully
completed within intended schedule while many projects are facing significant time over

run.

The duration of a construction project depends primarily on the quantity or magnitude of the
construction work and the productivity of the construction crew. In addition, many other
factors may also affect the construction duration, such as the type of construction, location
and any special features of the project. It is true that there is no scientific method and
scheduling technique being applied in determining the real contract period necessary for the

completion of the projects in various geographical locations and working conditions.

Estimation of construction time is important from various aspects e.g. for project planning
and scheduling, project cash flow forecasting and for efficient contract administration. In
construction contracts provision of bonuses for contractors who finish works earlier or
imposing penalty for those delaying the works could be provisioned if an objective method

of calculation of project time is available.

Both groups of contractors have agreed that Site preparation time is one of the top ten factors
that affect the performance of building construction. Site preparation time is the process of
demolition or wrecking of buildings and other structures, clearing of building sites and sale
of materials from demolished structures. It also involves blasting, test drilling, landfill,
leveling, earth-moving, excavating, land drainage and other land preparation. (ISIC, 1990)
All this work need time and should be dealt with while working on planning and scheduling
the project.

2.8.3 Quality Factors

Quality be it of the product or process has been considered as a project success criterion.
Some researchers call it quality performance and consider it as a major project success
criterion. In addition, some other researchers addressed quality as a criterion under the name
of product's quality. On the other hand, some researchers considered quality management

process as a project success factor, which facilitates the success of other criteria and factors.
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The major category in the quality factor consists of three factors. Among these, the
respondents agree that Leadership skills of project managers as a major cause affecting their

performance.

For International contractors this factor is not as critical as for local contractors as they have
a choice of recruiting any personnel from local market or abroad. For them it gets a serious

problem only when they tried to recruit from the local market.

Contractors undertake a wide range of technical and physical tasks which require huge
employment. The task to recruit and manage these employees is as complicated as it is
challenging. As any other construction work, building construction requires various
professionals at various levels to undertake each activity. The quality of each activity
depends on the experience, capacity and qualification of employees assigned to the task.

Sometimes due to lack of experienced and qualified leadership and poor human resource
management or due to cost cutting schemes, local contractors assign junior or
inexperienced staffs resulting in poor performance which cause damage to the project and to

the contract itself.
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CHAPTER FIVE

CONCLUSIONS AND RECOMMENDATIONS

This research has examined the various types of factors which have a significant negative
impact in the performance of both local and international contractors in building projects.
The main objective of the research is to identify and make recommendation on the factors
affecting performance of contractors in building construction projects. Based on this

research objective the following conclusions are awarded and recommendations forwarded.

3.1 CONCLUSIONS
1. The major factor that is affecting both groups of contractors is found out to be cost

related factors. These factors for both groups of contractors are great challenges
because contractors lose their time, money and other resources and will be forced to
work less efficiently and effectively. In addition, problems related to liquidity of
the organization which most of the time results in inadequate capital base and lack
of control over cash flow, inappropriate use of advance payment, not closing out
completed projects and low unit rates fixed during tendering, etc. are among the

major problems which are greatly affecting specially the performance of LCs.

2. Delay in claim approval which is a result of claims not settled in time leads to
disputes between the owner and project parties and it is highly affecting both the
local and international contractors and the performance of projects. As a result the
problem is reflected on the relationship between them and the performance of the

project.

3. Most of the time, the estimation of the project time which unfortunately is based on
the availability of financial resources is affecting both the local and international
contractors. The estimation of the project time is found to be unpractical resulting in
delays and disputes for both groups of contractors.

4. The presence of competent project manager in a construction firm is basic to
achieve the goals of a project. Problems related to lack of leadership skills of project

managers is affecting the performance of projects in the construction industry.
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5. It has been observed that the unavailability of personnel and recruitment of highly
experienced and qualified employees and also the competence development is a

major problem for the construction industry.

6. International projects involve many uncertainties and risks not found among
domestic construction projects. It has been observed that political and social
stability, jurisdictional risks like implementation of new tax, dispute resolution and
enforcement, economic feasibility, governing law of contract, importation, customs
and visa issues and also issues related to sub contractors and supply chain quality as

major factors affecting performance of international contractors.

3.2 RECOMMENDATIONS

The goal of this research is to identify critical factors affecting the performance of local and
international contractors in building projects. To this end the following recommendations are
forwarded to local and international contractors to reduce the adverse effects on performance

of projects.

For Local contractors:

1. Local contractors should ensure that they have enough capital base and proper cash
flow to execute the works and abstain from the practice of diverting particular
project funds to non-project activities so as not to be being cash-strapped during

the execution of the works.

2. Local contractors should make sure that they have adequate experience for a
required assignment, deploy competent project team and employ appropriate

construction methods for the required assignment.

3. Local contractors should also make sure that proper planning and scheduling of the
works and ensure effective site management and supervision of the works thereby
keeping an eye on critical activities and work hard to complete projects within the

specified time while meeting quality and cost requirements.

4. To better control cost, local contractors shall make use of earned value concept to
calculate cost and schedule variances as well as performance indices and forecasts
of project cost and schedule duration. This concept can provide early indications of

project performance to highlight the need for eventual corrective action.
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For International contractors:

5. International contractors need to have project knowledge of Ethiopia, its social
norms, expectations and local preferences, cultural issues, approval processes,
operating law; material and labor quality, differences encountered in work
practices, cultural differences, design and construction standards and permit
processes. Understanding these differences and fine distinction in different
countries help them reduce the risks involved, thereby increasing the success of

global projects.
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Appendices
Questionnaire

Dear participants,

I am currently working on a project work on Performance Comparisons of Local and
International Contractors in Building Projects in Ethiopia, as a partial fulfillment for my MA
studies in Project Management at SOC of the AAU. This work is aimed to Investigate,
Compare and Identify the Factors Affecting Performance of Local and International

contractors and to recommend appropriate measures gained from best practices.

It is therefore important to identify factors/ variables of performance management towards
the project success criteria i.e. time, cost, quality, productivity, Client Satisfaction and
others in both Local and International contractors and rank them in their order of severity
before conducting analysis and subsequent recommendation of the solution towards

achieving success.

To successfully conduct this research, it is mandatory to look into the issues from different
perspectives by involving professionals who have experience in the Ethiopian building
construction sector. In this respect, you are among the one who can give the correct

information; hence | kindly request you to respond to the questions.

| would like to confirm you that your response will be kept strictly confidential and it will
be used exclusively for the purpose of this research. Besides, your quick response is
extremely important in order to finalize the research timely and | would appreciate if you

complete and return it within one week of your acceptance of same.

Thank you very much for your time and cooperation, and looking forward to receiving your

response.

Yours faithfully,
Feysal Temam
Tel: +251912615960

E-mail: feysalibrahim@agmail.com
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Section 1

General Background Information

The questions below are related to your organization and yourself. Please indicate your

response by ticking (X or V) in the appropriate box and by also filling the blank spaces

provided as appropriate.

1.1. Name of organization:

1.2. Type of organization:

Employer Contractor Consultant
Other please specify

1.3. Years within the organization since establishment:

5 years 5-10 years >10 years
1.4. Your work experience:

5 years 5-10 years >10 years

1.5: Your name, Title and Contact address

Name (Optional):

Job Title:

Contact address (Optional):

E-mail:

Tel:
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Section 2

Below are numbers of factors, identified from literature review and personal experience, affecting

the performance of international and local contractors. Please think in terms of your

organization's experience and /or your knowledge about the degree of impact and frequency of

occurrence of the under listed factors on road projects and respond by ticking (V) in the column

I/No Degree of Impact
Factors Affecting Performance Of Building
(5]
Construction Projects S 3
s [5)
S E5 8 |8 &
> IT p= z z
A |Cost Factors
1 |Liquidity of organization
o |Escalation of cost of materials
3 |Exchange rate differentiations
B |Time Factors
4 |Site preparation time
5 |Poor estimation of project time
g |Percentage of orders delivered late
7 |Average delay in claim approval
g |Average delay in regular payments
g |Time needed to implement variation orders
10 |Unavailability of resources
11 |Average delay because of materials shortage
C Quality Factors
12 |Conformance to specification
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13 |Unavailability of competent personals

14 |Quality of raw materials and equipments

D Productivity Factor

15 |Number of new projects / year

16 |Management-labor relationship

17 |Sequencing of work according to schedule

e |Client satisfaction factors

18 |Information coordination between owner and project parties
19 |Leadership skills of project managers

oo |Number of disputes between owner and project parties
21 |Number of rework incidents

- Regular and Community satisfaction Factors

2o |Cost of compliance to regulators requirements

23 |Number of non-compliance events

G People Factor

o4 |Employee attitudes in project

o5 |Recruitment of employees and competence development
o |Motivation of employees

27 |Belonging to work

Y Health and Safety Factors

og |Application of health and safety factors in organization
o9 |Project location is safe to reach
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Reportable accidents rate in project

Innovation and Learning related Factors

Learning from own experience and past history

Learning from best practice and experience of others

Training the human recourse in the skills demanded by the

33 [project

] Environmental Factors
34 |Wastes around the site
35 Climate condition
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Section 3
Below are numbers of factors, identified from literature review and personal experience, affecting the
performance of international contractors. Please think in terms of your organization's experience and
/or your knowledge about the degree of impact and frequency of occurrence of the under listed

factors on road projects and respond by ticking () in the column representing your election.

Degree of Impact
Factors Affecting Performance

No -
s |E |
285 |8 |32 |5
> I T = o Z z
1 Business case / Economic feasibility
2 Implementation of new tax

3 The cost, availability and utility of currency

4 Insurance

5 Legal entity establishment

6 National Employment

7 Political stability

8 Social stability

9 Cultural and religious issues

10 | Language difficulties

11 | Governing law

12 Dispute resolution and enforcement

13 | Sub contractors and supply chain quality

14 | Shipping and custom clearance

15 | Securing visas
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