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Abstract

Most of the construction companies in Sudan face many of constraints which
are, negatively, affect the performance of projects. Such constraints have direct
effect on the cost and time factors of the project. Independent of the constraints
perceived, the difficulties in completing projects on a timely manner lead
contractors to formulate claims to maintain their contractual rights they always

attempt to avoid penalties specified in the contracts.

This research aims at develop claims management system which can be used
by contractors to ensure that their claims were substantiated adequately. To
gain a better understanding of claims, types of claims and factors to be
reviewed in an attempt to enable contractors the necessary knowledge of the

elements of success and elements of failure in claims management.

Certain research questions have been raised from the main conceptual
framework and literature related to claims management and substantiation,

these questions are as follows:

e What is the concept of claims and why do they need to be managed mainly
by the Contractor in the construction industry?

e What are the shortcomings of the current claims management practices?

e What critical success factors which can contribute to the improvement of
claims management, confirmation and presentation?

e What are the elements of well-structured claims management?

e What are the advisable recommendations for avoiding claims arising from

insufficient plans and specifications?

The research hypothesizes were limited to some points which are Claims are

common in the construction industry in Sudan, Having good contract clauses could
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minimize claims and disputes and the contract parties always are flexible and tend to

solve their claims amicably.

The data of the research was collected from the research population was held
with professionals working in construction organizations and who were
directly involved in claims area such as a group of construction companies, a
group of engineers and site managers in Khartoum State. A questionnaire tool

was adopted to obtain the data needed for the research.

The study concluded the necessary elements which construction firms need to
take into consideration when formulating their claims. The managerial aspect

was the focus of the study rather than the legal aspect.

Some of the findings revealed in this research were the importance of records
keeping, formal notifications and significance of change and change orders in
the context of claims management and other key aspects relevant to the field of

claims management and substantiation.
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CHAPTER ONE-INTRODUCTION

1.1 Introduction

In the recent years, the Sudan construction industry has witnessed remarkable
progress. The demand for housing, infra-structure and entertainment projects lead to
the appearance of mega projects which were complex and of great value. With this
complexity came the need for fast tracking which usually results in rework, change
orders and site modifications (Moazzami et al., 2011). Accordingly there was a need to
have proper contracts put forward to allocate the risk between the owner, the

contractor, and the designer (Arditi and Patel, 1989).

The majority of construction projects comprise of binding agreements or contracts that
are drawn up for the sake of minimizing conflicts and disputes at the execution level or
post completion of these projects. These contracts are usually signed between the two
main parties: an employer and a contractor who undertakes the execution of that
particular project. Such a contract includes general clauses and specific clauses which

govern the relationship between the employer and the contractor.

Once the works are awarded to the contractor via the proper form of a letter of
acceptance and signed contract document, the contractor engages within a duration of
14 days in providing what is defined by (FIDIC,1987) as clause 14 baseline program.
This work program is a very crucial document that is subsequently used to evaluate
delay caused, regardless of the party responsible, and becomes the basis on which the
claim put forward by the contractor against the client or vice versa is substantiated.
The process involves the investigation of the reasons behind the delay whereby a
comparison is conducted between the impacted program and the baseline to determine

the amount of time the contractor might be entitled to.

At the initiation and execution phases of the project, the contractor engages in
monitoring his progress against the baseline program. Whenever a delay occurs, the
planning department signals an alert to the project manager on the occurrence of the

delay, and accordingly, a recovery plan is determined and the baseline is updated if



deemed necessary by the contractor, in order to get the approval of the engineer and

the employer.

Construction claims are common in almost every construction project and are direct
results of the rapid growth in the construction industry (Zaneldin, 2005). Therefore,
the occurrence of claims is a commonality perceived in many construction projects and
can be attributed to a set of factors which can cause considerable delays in a project

and consequently result in a rapid increase in that project costs.

Claims seem to be almost inevitable in mega construction projects executed within
short durations. This is because almost all construction projects are either cost or time
overrun due to many factors or reasons which can either be a breach resulting of the
employer or the contractor or both . Claims therefore may occur as the result of cost
overrun, design errors and omissions, delay damages, numerous change orders,
construction rework and modifications, and overlooked work assigned to no party

(Moazzami et al., 2011).

The causes of claims identified by (Moazzami et al., 2011) will be further examined in
the literature review chapter and conceptual frame work of this dissertation. The
emphasis on causes of claims will also be reiterated in the analysis chapter due to the

importance of this element on claims management and substantiation.

1.2 Statement of the Problem

As mentioned earlier in this chapter, almost all construction projects of considerable
contract values and significance face delays and cost overrun. This is due to the fact
that during all phases of a project, certain constraints are imposed by the Employer,
Engineer or the Contractor’s ineffectiveness which lead to the occurrence of delays.
These delays urge the contractor to tender claims which are either related to time, cost
or both. This is due to the dominance of the Employer as a contract party, who leaves
the Contractor with no other option but to protect his interests by preventing any
liquidated damages or sanction imposed by the Employer due to fear or doubt that the
delivery of the project within the agreed time frame and budget may not be achieved.
Regardless of the resulting impact, a claim will surface and the Contractor will need to

2



substantiate and justify his claim. In most contract forms, the entitlement made by the
Contractor is valid if the Contractor is able to establish his case with proper support

and substantiation.

Management and substantiation of claims is considered as very essential and
fundamental in the construction industry. This may be attributed to the fact that few
research projects have been reported, which target the auditing of an overall claims
management process in the context of identifying deficiencies, ranking their

significance and proposing solutions.

1.3 Aims and Objectives

The prime aim of this research is to investigate the reasons behind increasing number
of construction claims, and how to manage them toward minimizing disputes in Sudan.

This aim can be constituted by the following objectives:

1- Investigating features of enhanced claim management systems and current

practices by construction professionals.

2- Reviewing and investigating the various types of claims known to construction

practitioners and the nature of each type.

3- Investigating the shortcomings of the current practices in claims management

and ways of their enhancement and betterment.
4- Suggestions for avoiding claims arising out of differing site conditions

5- Offer conclusions and recommendations for future researches based on

the analysis and severity of claims

1.4 Scope of the Research

The importance of this research is determine and assess the reasons behind
construction claims currently being used within the construction industry and to

provide a map road for the Contractors regarding methods by which contractual claims

could be formulated and consequently managed in the construction sector.



Two perspectives will be considered for claims management. They are the
legal/contractual perspective and the managerial perspective. An integrated approach
will be introduced to allow for an enhanced claims management system which can
operate throughout the lifecycle of the project rather than towards the conclusion of
that particular project. This research targets the construction sector and involves three

main stakeholders who represent the parties in a construction project, and are defined

in (FIDIC 1999):

1. The Employer.
2. The Engineer / Design Professional.

3. The Contractor.

<——>( Engineer

Figure 1-1: The Employer, Engineer, and Contractor triangle
(Source: FIDIC 1999)

1.5 Research hypothesis

1. Claims are common in the construction industry in Sudan.

2. Having good contract clauses and management could minimize claims and
disputes.

3. The contract parties always are flexible and tend to solve their claims

amicably.



1.6 Research Questions

Certain research questions have been raised from the main conceptual framework and
literature related to claims management and substantiation, these questions are as

follows:

1- What is the concept of claims and why do they need to be managed mainly by

the Contractor in the construction industry?
2-What are the shortcomings of the current claims management practices?

3- What critical success factors which can contribute to the improvement of claims

management, confirmation and presentation?
4- What are the elements of well-structured claims management?

5- What are the advisable recommendations for avoiding claims arising from

insufficient plans and specifications?

By addressing the above mentioned research questions, the framework of this research
can be structured to ensure an effective approach to the implementation of claims
management in construction projects, and the successful accomplishment of the aim of

this research.

1.7 Research Methodology

The research covering causes of claims, claims management and substantiation
handles managerial problems faced by construction professionals. Therefore, this
research is intended to increase existing knowledge on claims management practices.
The nature of this dissertation may appear to be exploratory yet it may be followed by
descriptive and explanatory approaches since research design may apply more than

one approach

This research work has been conducted into two parts which are:



1. The theoretical part components of topics related to the scope. This was

established from books, journals, and related researches.

2. The practical part which comprises from the data collected from the field of the
study using a research tools, namely, a formal questionnaire in order to analyze
this data and then present the results, and interpreted with respect to the

theoretical part to end up with research assisting solving the practical problems.



CHAPTER TWO -LITERATURE REVIEW

2.1 Introduction

One of the first stages of almost all researches is to explore literature and theories
which are relevant to that particular research area. The literature review chapter
presents an extensive study of claims and the types of claims identified by various
scholars in an attempt to seek what previous scholars have found and theorized.
Moreover, a look into concepts related to construction claims such as contracts,
construction laws and managerial approaches to claims is important and cannot be

overlooked while describing construction claims.

In this chapter, claims are initially defined. And then describing the types of claims is
presented. With this understanding of claims, further expansion is given into the
process of claims management and substantiation by reviewing the various essential
tools and factors as identified by claim specialists, which have contributed to the

enhancement of claims management in the current practices in construction projects.

2.2 Definition of Claims

Many scholars have written deeply on the topic of claims in construction. Among
these scholars is (Scott ,1991) who defined claims as “the assertion of a right”. Other
researchers such as (Monsey ,1993) have stated that construction claims are “change
orders which have not been accepted by the various parties of the contract”. However,
the most technical definition of claims is the one presented as the assertion of an
alleged right by a claimant, commonly by the Contractor requesting additional time
and/or payment as direct result or circumstance implied in the terms and conditions of

the contract (Chappell, 2011).



It is clearly that, despite the new innovations in administering construction contracts,
the circumstances that cause claims on most contracts will continue to appear (Harris
and Scott, 2001). Similarly, In Sudan, construction projects are frequently faced by
delays which tend to be very similar to the ones perceived in global construction
projects. These delays usually result in unsought results such as claims, and disputes
which tend to be time exhausting and of considerable costs which may be solved only
through litigation (Chen, 2008). With the frequent occurrence of claims, it becomes
important to study claims management and substantiation as a daily practice in the life

cycle of projects.

Among the other reasons which make claims of great importance in construction
projects are the ones identified by (Lihong, 2011) who clearly suggests three main

aspects of construction claims. These aspects are:

1- The construction claim is an efficient path for the Contractor to reduce the risk
loss in engineering project's implementation process.

2- The project claim is an important means for the Contractor to maintain its
contract rights and interests.

3- The project claim reflect the Contractor managerial and administrative expertise
1s a main driver for claims from a Contractor’s perspective which is to make

profit.

2.3 Types of Claims

Claims tendered by Contractors versus Employers usually fall under four different
categories which are contractual claims, common-law claims, quantum merit claims
and ex-gratia claims (Chappell, 2011). Such claims are based on a clause or clauses in
the contract which specifically allow the Contractor to put in a claim in certain

imposed circumstances (Chappell, 2011).

In construction projects, the tendency for the occurrence of claims in construction
projects is high, given the fact that most projects are shifted towards the fast track
approach (Faridi and El-Sayegh, 2006). Thus, contractual claims can be further

divided to include extension of time (EOT).



With the review of each type of claim, a clear vision can be then established on claims

management and substantiation of each type.

2.3.1 Extension of Time Claims (EOT)

The extension of time claims occurs in projects where time risk is passed on to the
contractor who executing the project. Mainly, delays beyond the predicted time of
completion in the contract may result in the Contractor having to bear liquidated

damages (LD) as a sanction of the delay.

However, if delays are caused by the Employer, it is important for the Contractor to
assure he claims for adequate additional time beyond the date of the contract expiry
(Williams, 2003). Moreover, extension of time claims help reduce or mitigate
liquidated damages and establishment of the contractor’s right to additional cost for

the period granted post contract expiry (Yogeswaran et al., 1998)

Where so ever liquidated damages are concerned, it is important to note that if the
extension of time granted by the employer covers the entirety of the delay period, then

the Contractor is no more liable for this delay.

On the other hand, if the extension of time granted by the Engineer and Employer
recover a period less than the full period of the delay or reasonable time required for
completion, then the period difference remains the liability of the Contractor (Ribeiro,
1996). In other words, it is imperative for the Contractor to demonstrate his
entitlement by the proper methods of substantiation for additional time in order to
rightfully transfer all liabilities to the Employer or other parties responsible for the

occurrence of delays.

Every EOT claim formulated in any construction project goes through its unique
lifecycle and passes through various stages which are identified by (Keane & Caletka
2008,) as shown in the figure (2-1), which is a diagram compiled by the researcher to

summarize the authors’ points :



The Baseline programmed Delay Claim Resolution

J I

ProjectCommencement Delay Claim Resolution

! |

Deviation from Baseline
Program

Dispute Resolution

J

Delay Occurrence Revised Baseline

)

ﬂ Delay Analysis U
ll ]
]

Award of EOT

Delay Claim Submission

|

Delay Claim Presentation | Delay Claim Response

Negotiations

Figure 2-1: EOT Claims Formulation
(Source: Keane & Caletka 2008)

When the Contractor has to submit his EOT claim to the Employer and Engineer,
certain factors have to be taken into contemplation. These factors are divided in to five

main points which are crucial to any EOT claim. These are:
1- The status of the material if extension of time arises.
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2- The source of causation or event which calls for EOT.

3- The relevancy and the cause of claim in the contract documents.

4- The potential effect of the delay on the overall work progress.

5- Likelihood of the event having impact on the specified date of completion of

various dates of completion if the contract implies more than delivery date.

Once the claim is ready and submitted by the Contractor, the next step will be to
present the claim inclusive of certain elements. These elements or claim structures are

stipulated by (Thomas, 2001) as follows:

1. Detailed description of the cause of delay and any supporting contractual

provisions in the contract which are being relied upon for the request for EOT.
2. Dates of when the delay occurred and the total time interval of delay.

3. The date of the formal notification of delay to the Engineer/ Employer and the

supporting document of notification.

4. Appendices to the EOT claim which include all the backup documents and

records.
5. A cause and effect study of the delays.

6. Diagrammatic exemplification demonstrating the position of the baseline
program, with respect to the new dates of completion taking into consideration

the arising delays.

7. Delay analysis showing the effects of the delay on the critical path and effects

on the float per activity and total float.

8. A formal statement requesting an EOT with full substantiation and supporting

documents.

Finally and upon the submission and receipt of the claim from the Contractor, the
Engineer has to reply to the Contractor’s claim expressing content or discontent within
a period of 42 days after receiving the claim or the particulars it is supported by
(Ndekugri et al., 2007).

11



2.3.2 Prolongation Claims

Followed by justification of the claim, the succeeding challenge is to propose the
quantity of the claim, by including both the direct costs and delays resulting of the

unpredictable circumstances and their accumulative effects (Ren et al., 2001).

In other words, the concept of EOT and extending cost are strongly linked with each
other. After the EOT claim takes place and is approved through the Engineer
expressing his consent and granting the Contractor additional time for completing the
project, prolongation claims develop. Therefore, prolongation claims are usually
formulated towards the end of the project and that is constantly the period when

prolongation claims are formulated by the Contractor (Ingram, 2004).

In prolongation claims, Contractors have the privilege to request recovery of additional
off site overheads in the event where the works at site had been expanded due to
excusable delays which allow for additional cost entitlements (Ingram, 2004).
However, the payment is not limited to the overheads, but it is also extended beyond to
include many other costs during the extended period of time acknowledged by all

parties.
2.3.3 Acceleration Claims

Acceleration measures come around in projects where high risk, time contingency
loss, disruption and exposure to more delays exist (Sun and Meng, 2009). Acceleration
by definition means the process of taking measures to recover for time loss by
attempting to complete the scope by specified durations or as a remedial recovery of
delays (Gibson, 2008). Such measures usually have a tendency to increase the overall
cost of the project. On the other hand, acceleration can be defined as the process of
increasing the speed and thus, in the context of construction contracts, an early

closeout (Chappell, 2011). However, the question raised in the case of acceleration is
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“finishing before what?”” The completion can be either before the contract end date or
before the excusable delay duration exceeding the contract time limit.

Keane and (Caletka, 2008) categorize acceleration to be either instructed or
constructive. On the other hand, (Green street et al, 2005) state that instructed
acceleration refers to the actual acceleration at the contractor’s discretion and may
provide the basis for increased costs. Also, (Rider and Long, 2009) attribute the
occurrence of acceleration to numerous factors which are summarized by them as
being either late change orders, nominated contractors or late approvals on submittals
and untimely changes. It is important to understand the situations in which

acceleration usually takes place by agreement.

Regardless of the reasons which cause acceleration to occur, projects costs will be
increased. These are usually presented by the Contractor to the Employer in the form
of a claim. Once the acceleration measures are justified as being constructive and fall
as part of the mitigating time factor, the Contractor will be eligible to claim his costs
for the measures he has taken. These costs to which the Contractor is usually entitled

are classified by (Haidar, 2011) as five different costs, which are:

1. Cost for extra manpower and plant due to the loss of productivity resulting from
exaggerated thrust of resources and machinery.

2. Cost of extra logistics needed or additional working hours.

3. Cost of expanding site services and facilities.

4. Other costs seen necessary to expedite works.

5. Staff and engineering overtime and incentives.

2.4 Causes and Effects of Claims in Construction

Claims in construction projects tend to have a set of causes for their occurrence and
effects. The Contractor needs to identify these causes carefully so as to substantiate his
claim in the right way. The causes of claims in construction projects are usually known
and pre-identified. If these causes are not evoked by the contractor, then they do not

fall under his liability. (Longbottom and Rawling, 2008) summarize the causes of
13



claims into a few which can be either excusable, compensable or both. This Figure 2-2

clearly shows the type of events resulting in a claim:

Event / Cause Excusable Compensable
(Clause 23) (Clauses 11/24)

‘Act of God’ (e.g. earthquake) e

Inclement weather o

M T R R __af_ I I

LASL TeprdICiEs I iR ririaLas P a

Variations 4 '

Postponement of project e o

Late information o v

Inspections [ tests \/ \//

Antiquities v

Employer's direct contractors v v

Figure 2-2: Causes of Claims
(Source: Long Bottom and Rowling, 2008 )

(Long Bottom and Rowling's) table tends to include some of the causes of claims in

construction projects. However, these are a few sources from which claims can arise.

A direct outcome of claims as mentioned earlier would be completion schedule delay,
assuming the Contractor is able to establish his entitlements to additional time post
contract expiry (Hwang and Low, 2011). If the claim is managed appropriately, the

contractor can further ensure the award of cost compensation.

The strong link between claims and time delays can also result in cost escalation. In
other words, the increase in the amount of money required to construct the project far
beyond the initial allocated budget (Kabila et al., 2009). Both time and cost claims in
fact can lead in most situations to unsought consequences. On the level of relationships
between the contract parties, they can have a very undesirable effect. This is attributed
to the fact that in most occasions, claims have a relevantly high tendency to cause

disputes, conflicts and alienation between the various key stakeholders or contract

14



parties. Consequently, disputes in most situations result in expensive and remorse

proceedings like arbitration and litigation (Cheung and Yeung, 1998).

In summary of the above, claims in construction projects are direct causes of schedule
overrun. With the schedule overrun, cost escalation can consequently appear leading to
disputes and conflict between the various contract parties. These consequences come
as a result of certain events and causes identified by various scholars in the field of

claims and project management.

In light of such complexity of time and cost factors resulting of claims, the contractors
need to consider the implementation of claims management as a well-structured

discipline along with other project management relevant areas of knowledge.

2.5 Claims Management

The importance of claims management does not only exist in the fact that this field of
management is part of project management. Another aspect of importance in this
managerial field is the risk contained within construction projects which has become
the focus of attention since risk is strongly linked to the cost and time overruns
(Kartam, 2001). Hence, the uncertainty found in construction projects is greatly linked
to time and cost overrun and subsequently is related to claims which need to be

conservatively managed by the Contractor to ensure his rights.

With the existence of high risk in construction projects, claims are considered as an
efficient path for the Contractor to reduce the risk loss in the engineering project's
implementation process; various risks concealed in engineering project's
implementation process, like economic risks, contract risk, natural condition risk as

well as construction's risk (Lihong, 2011).

The claim management process like any other system undergoes a life cycle. This life
cycle has been identified by (Levin 1998; Ren et al., 2001) to follow a standardized
form which is illustrated in the Figure (2-3) to contain 7 processes leading to claims
management and they are the recognition, notification, accurate documentation, time

and cost, pricing, negotiation and dispute resolution:

15



The Recognition

The Notification

Accurate
documentation

Time and cost |::> Claims Managcment

Pricing

Negotiation

Dispute Resolution

Figure 2-3: Claims Management Lifecycle
(Source: Levin 1998; Ren et al., 2001)

On the day to day claims management process, certain tasks need to be considered by
the Contractor’s claim management team involved. These have been identified by
(Apte and Cavaliere, 1992) as three main tasks which are necessary for the Claim

Handling Process (CHP):

1. The initial challenge is to decide on the quality and quantum of resources
actually needed for the handling claims.

2. Monitoring and control over the handling process of claims by ensuring the
implementation of remedial acts if and when found necessary.

3. The last task is to specify CHP procedures, which includes training and means

of research and development in the field.

Another indispensable dimension of a proper claims management system is good
planning. (Winch and Kelsey, 2005) imply that project planners have basic and
fundamental duties which are common in almost all construction projects. These duties
as stipulated as being the recognition of the full site construction work programmed,

the entire procurement logs, necessary dates which affect procurement of material such
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as design data, the drawings preparation and submission by the Contractor and finally
the duty of approving these drawings and submittals in timely manners by the

Engineer (Winch and Kelsey, 2005).

Strategy is another vital dimension in respect to claims management. In a simplified
construct, strategy is looked on as a consolidative approach which can link the
intended purpose with the course of action (White, 2005). In consolidated claims
management, the idea of developing a claim is strongly linked to procedures and

mechanisms of claims development and substantiation.

Teams and team awareness are the last identified essences of claims management. This
is ascribed to the fact that teams who hold extensive experience are needed to tackle
complicated work which may require tools such as innovation, creativity, and a plenty
of knowledge bring about positive effects (Loo, 2003). Features such as creativity and
abundance of knowledge increase the team’s awareness towards proper reporting of
claims drivers to the management. In conclusion effective team practices which ensure
the team worked towards achieving its goals and was receptive to collaboration with
other teams is therefore an advantage for the management of claims (Baiden and Price,

2011).

2.6 Change and Change Orders

Change is considered as inevitable on almost all construction projects due to the
uniqueness of each project and the limited quantum of resources available for
completing the project (Hanna et al., 2004). (Barnard, 2005) defines change in
construction projects as “the situation where the contractor is directed by the Employer
to carry out works not part of the original work brief and plans realized by the
contract. The ineluctability of changes is assigned by (Yitmen et al., 2006) to the fast-
track construction nature, where construction commences prior to the completion of
design, and the scope of work keeps changing throughout the project’s different

phases.

On the other hand, (Motawa, 2003) specifies the reasons behind change as being lack

of information at the initial stages of the project variables which lead to insufficient
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knowledge of future circumstances and impreciseness arising from equivocalness in

the project criteria

The appearance of changes has been strongly linked to claims by (Han et al, 2011)
who believe that design and construction of projects are greatly affected by design
changes which are a main contributor to schedule delays and cost overruns in projects.
Changes in construction projects are usually followed by change orders or formal
directed change, as presented by (Molly, 2007). These are instructions from the

Employer or Engineer to the contractor to implement these changes.

A direct result of change is usually additional cost. Wherever the cost of change is
involved, the contractor is entitled to recover costs associated with change orders in
the form of a claim in certain cases. These cases are highlighted by (Jergeas et al,
1994) as being the cases of direct labor cost, direct material cost, overheads and profit

and tools and plant.

With the occurrence of changes and change orders, the direct impacts of change orders
surface and have been identified as having an undesirable impact on construction
productivity, resulting in a drop in the labor efficiency (Moselhi et al, 2005). All of
these impacts can either be overcome by extending the duration of the contract through
granting the Contractor an EOT or through acceleration measures to eliminate the time

factor at the account of cost or by allowing for both.

On the other hand, and from a contractor’s perspective, the importance of change
management is derived from the fact that change management is inherent in project
management and i1s considered as one of the best ways to deal with changes (Zhao et
al., 2011). Management of change is also in dispensable in accordance with the
contract and compensates the Contractor for changes authorized by the Employer and

the Engineer when quantities increase is a result of change (Bunni, 2005)

2.7 Records and Documentation

The basis of any strong claim management system greatly depends on the presence of

a well-structured documentation system. When the contractor’s claim team meets up to

18



prepare the project claim, the first step they take is to read the documentation available
and the level of detail these documents bear (Baram, 1992).The documents may
include and are not limited to the delivery notes, personal diaries, minutes of meetings,
reports, progress photos at various stages, correspondence and a variety of other

sources in the site (Scott, 1990).

(Ingram, 2004) emphasizes that it is of high importance that records are kept from the
outset of a project, especially if the likelihood of claims occurrence exists. An overall
maintenance of such records is likely to speed the financial and time related claims

formulation and substantiation.

Notice letters are other features of good claim documentation in which the Contractor
can estimate the time delay and cost by reporting the event to the Engineer and
Employer upon occurrence (Dobbin, 2006). Conversely, verbal instructions by the
Employer or Engineer are regarded as indicators of poor documentation and record
keeping which are often neglected by the contractor’s project manager. The scenario
which usually takes place is that the instructions are carried out by the contractor
during the execution stages without the proper documentation or official notification
by the contract administrator. Such an act usually endangers the contractors’

entitlement for time and cost.

(Turner, 1995), on the other hand, summarizes the aspects of record keeping in context
to claims management as five major areas which need to be considered as part of a

proper claim support documents. These are:

1. Accumulating comprehensive records of the relevant documents and data
which may help in a retroactive analysis.
2. Daily, weekly and monthly issuance of progress reports inclusive of :
= The work progress containing figures, facts and dates.
» Descriptions of the conditions at site such as the weather
circumstances.
* Delays in deliveries, hold-ups due to Employer interference or breach.
= Requests for information and the dates of reply by the Engineer.
= Elaboration on the works accomplished.
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3. Emails, phone conversations and verbal directives made by the Employer or his
representative the Engineer.

4. Minutes of Meetings which should not be allowed to pass unanswered or
uncommented since silence on a matter of dispute will result in moving the
burden on to the contractor.

5. Photographs which include dates and time of the photos pose an essential
source of substantiation, especially when these are taken at various stages of

the project.

Conversely, and in the terms of poor record keeping, (Jergeas et al, 1994) assume
certain factors to be sources of failure. These are identified by them as the failure to
document delays and their impacts and proceeding with change orders without written

consent by the concerned parties.

In summary, proper and improper records keeping can result in advantages and

disadvantages respectively to the process of managing and substantiating claims.

2.8 Contract Administration

Contract Administration falls under the broader concept of Construction
Administration which involves all the day to day duties of which are monitoring the
communications, business systems, procedures, responsibility, authority, duties of all
of the parties, documentation requirements, construction operations, planning,
scheduling, payment administration, change orders, extra work, dispute procedures,

claim handling, negotiations and administrative closeout (Fisks and Reynolds ,2010).

For any construction contract to be professionally administered, the Engineer is
considered as a key player. The duty of the contract administration is usually assigned

by the Employer to the Engineer.

(Ndekugri et al. 2007) find that in addition to the duties assigned to the Engineer, he is
considered as a neutral and independent party who as a professional is trained to
maintain a balance between the Employer and Contractor. Hence, fairness is an

essential characteristic which the Engineer should practice and have the freedom to
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express. In conclusion, the contract administration role played by the Engineer is of

great importance.

2.9 FIDIC Views on Claims

FIDIC was formed in the year 1923 by three national associations of consulting
engineers in Europe (FIDIC, 1998). The establishment of FIDIC came as an attempt to
maintain the rights of the parties involved in construction contracts by offering general

clauses and conditions which can be applied to many forms of construction contracts.

The design of FIDIC was initiated by the Employer and his representative, the
Engineer, and has been applied in many countries worldwide (FIDIC, 1999). FIDIC
includes certain clauses related to claims which are rather generic and abrupt.
However, these clauses have been strictly adhered to by Employers and Contractors in
addition to the particulars of the contract. In the event the Contractor is the claimant,

FIDIC (1999) defines certain clauses which have to be strictly abided by.

2.9.1 FIDIC 1999, Clauses related to Claims Clause reference

No | FIDIC 1999, Clauses related to Claims Clause reference

1 | An extension of time for any such delay, if completion is or Sub-Clause 8.4

will be delayed.

The Contractor shall give a further notice if he incurs Cost | Sub-Clause 20.1
2. | as a result of a failure of the Engineer to issue the notified
drawing or instruction within a time which is reasonable

3 | “Variation” means any change to the Works, which is Clause 13
instructed or approved as a variation under
4. | Take over certificate Clause 10

“Cost” means all expenditure reasonably incurred (or to be
incurred) by the Contractor, whether on or off the Site, Definition 1.1.4.3
including overhead and similar charges, but does not
include profit.

Table 2-1: FIDIC 1999, Clauses relevant to claims
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In modified versions of FIDIC, the Engineer is not authorized to practice the right to
agree or determine the extension of time or additional cost to which the Contractor is
entitled to in event of excusable delays (Ndekugri et al., 2007). Thus, the Engineer is
no longer the determinate party and the direct contract parties have to exercise other
forms of dispute resolution techniques identified and known as Alternative Dispute

Resolution techniques (ADR).

(ADR) may start with direct negotiation, conciliation and mediation or winding up in
arbitration to litigation (Cheung, 1999). These are illustrated in figure 2-4 by (Groton
1992 ; Cheung, 1999) in the forms of steps, whereas each step is associated with a
degree of hostility. It can be actualized from that costs tend to escalate with the failure

of one step of resolving a dispute and ascend to the next step of resolution:

A l Litigation ‘ Judges
Ezcalating
Hoanity 1 Binding Resolution I A ety 3w
and
Cost

Mon-Binding Resolution Medason, Mni-tral
A o aton

I Citpute Review Board

\ Standing Neutral Citouts Rosolutan Avitar

Negotiation Orect Hegoliabon
Step Megobatn
[ Prevantion ] Ruk-Allocation, incentve lor Coopeoraton
Partmaring

Figure 2-4: Construction Dispute Resolution Steps
(Source: Groton 1992; Cheung 1999)

22



CHAPTER THREE - CONCEPTUAL FRAMEWORK

3.1 Introduction

The main purpose of the conceptual framework chapter is to align the aim of this
dissertation with the literature related to claims management and substantiation. In
other words, the exploratory and descriptive nature of this work makes it obligatory to
review the concept of claims and the main stakeholders involved in a construction
claim in an attempt to capture the main concepts such as claims, types of claims,
delays, and disputes prior to engaging in exploring management of claims and

methods of substantiation.

3.2 Claims Management Conceptual Framework

With the review of the literature which explores the types of claims and their nature, a
link can be identified between the causes and effects of claims. However, the essential
link is the one which indicates the current practices in claims management in
construction projects and the ideal practices which need to be considered by

construction professionals.

A comprehensive claims management system is then the one that will include all that
is needed to substantiate a claim as adequately as possible. In order to develop the
conceptual framework, the current industry practices need to be reviewed. Only then
can a claims management system be developed to meet the expectations of
construction projects and contractors. These practices are later identified within this
chapter as failure factors. The research has been designed to consider these concepts as
the core of the conceptual framework and was reviewed in both the literature and in

the analysis chapters to try and achieve the success factors across this chapter.

3.3 Current Claims Management Practices

In order to properly survey the issue of claims and methods of enhancing claims

management, the current industry practices need to be reviewed. This data can be
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collected from interviews conducted with industry professionals. Simultaneously, the
current practices need to be compared and contrasted with the literature and suggested

practices scholars have applied or concluded in their research.

Moreover, the failure factors have to be highlighted with regard to current industry
practices in claims management. With this in view, the following factors have been
developed to define the various failure drivers which impose an obstacle on the proper
management and substantiation of claims or which are considered as problematic to
the process of claims management and substantiation. The same can be considered as

pre-implementation aspects of a successful claims management system.

Investigating
the concept of
claims

The common
tvpes of claims
in construction

Proper
Documentation

The anE;II::E']JTS and records
Employer, keeping
Engineer,

Contractor and

Towards an Enhanced
Conceptual
understanding of

Clarity and
awareness

The current Claims Management

practices when Approach for about project
dealing with construction team
professionals

Claims responsibilities

The Effects of

The canses laims on
behind rojects
claims Pro)

OCCUITence

Figure 3-1: Concepts Reviewed in the Research

Of Claims Management
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Figure 3-1 includes some of the necessary terminology and concepts which has been
explored in this research. These concepts are crucial for the understanding of the study

and conceptual framework it encapsulates.
Critical Failure Factor (1): Ignorance of the impacts of change & change orders

Ignorance of change and change order impacts. This accordingly leads to acceptance
of change without study of the impacts and evaluation of the consequences.
Documented and well proven changes are an essential component of a Contractor’s

claim for additional cost and times which need to be addressed at all times.
Critical Failure Factor (2): Lack of Strategy

The lack of a clear strategy and strategic project management principles leads to loss
of objectives and focus within the Contractor’s organization. Furthermore, poor
strategic planning and management result in the absence of a mission and vision for

the project as a whole and not just the management of claims.
Critical Failure Factor (3): Team Weakness and Lack of Awareness

Team weakness and lack of clarity on the reporting of issues, in addition to confusion
in matters of what needs to be conveyed to management and what does not. Lack of
competency leads to mismanagement of the project and can have reversal effects

where claims are concerned.
Critical Failure Factor (4): Poor Project Planning

The failure factor of poor planning and program updates occurs in the event of
deviation from the master program (baseline) without providing updated recovery
plans or necessary as-built work program in the claim summary. Baselines, updates
and as-built programs are all fundamental aspects used by claims specialists in

substantiating claims and demonstrating delay analysis.

Critical Failure Factor (5): Failure of the Contractor to identify Concurrency of

Delays
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Concurrency of delays may result in rejection of additional claim for money if one of
the delays is caused by the Contractor’s failure. Concurrent delays are two or more
delays occurring at the same time when one or more delays maybe due to the

Employer’s failures rather than the Contractor’s defect.
Critical Failure Factor (6): An unfair Engineer

An unfair Engineer can cause a misconception to occur of the Contractor’s claims and
entitlement and loss of right. The Engineer who does not administer the contract
impartially at all times is considered as a failure factor to the Contractor’s claim. If the
Engineer tends to be biased to the client, the interests of the Contractor can be

endangering.
Critical Failure Factor (7): Improper claim formulation

Improper claim formulation may lead to the rejection of the Contractor’s claim and
consequently create dispute and conflict among the parties concerned. This situation
may also arise due to the incompetence of an appointed specialist who is not well-

experienced in handling and formulating claims.

3.4 Critical Success Factors for Claims Management

The main factors of success where claims management is concerned are the ones
which reflect to what range the claim is substantiated adequately. These factors can be

taken as the basis necessary for structuring claims management systems.

Critical Success Factor (1): Proper understanding of the objectives at the project

initiation phase

The project commencement phase is one of the most important stages in projects as far
as claims are concerned. The very early stages of a project are the stages when claims
begin to arise due to various reasons such as delay, change and design issues. At this
stage, ambiguity tends to create a series of risk due to improper information and
unclear objectives which result in changes and consequently end up in claims for EOT

and extra costs.
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Critical Success Factor (2): Project Documentation and Record Keeping

A key success factor in claims management and substantiation is the project
documentation system and the maintenance of proper records. The better the
documents related to the project are maintained, the easier the task is for the claims
managers to formulate their claims. With the ease of access and availability of the data
needed for substantiation, claims managers can accelerate the process of development

and presentation of the claim to the Employer.
Critical Success Factor (3): Team Members Role Identification & Awareness

Another important success factor in claims management is the identification of every
individual’s role within the project organization. The common understanding is that
claims need to be handled at the managerial level only and that the construction team

has little to contribute.

The misconception of the duties and roles of the team members in claims is recognized
by (Dobbin, 2006) as one of the deficiencies which impact the proper record keeping
of claims. It is essential for each individual within the organization of a project to be
aware of his duty with regard to claims. The Project Manager is therefore obliged to
clarify to his team the various tasks they need to complete in order for the potential

claims to be well-structured.

Critical Success Factor (4): Monitoring the Work Program

The master program of any construction project is usually referred to as the baseline
program (FIDIC, 1989). A baseline program is very essential since it allows the
program of work to be conveyed to all parties. This program includes all the activities

which equal to the project lifecycle.

Furthermore, this program includes what are known as the milestones of the project.
PMI (2008) defines a milestone as a significant point or event in the project. During
the execution of works, any change in a milestone due to a variety of reasons needs to
be accurately monitored and managed. This task is usually assigned to the planning

department, who report such deviations or delays in milestone achievements to the
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project management. The importance of monitoring a work program comes as an
essential step so that the reasons behind delays can be duly recorded and used later to

substantiate the claim.
Critical Success Factor (5): Changes and Change Orders

Change and change orders are among the clearest and most common drivers for the
claims submitted by the Contractor. Change orders are approved change order
requests, where the consultant and owner have agreed that the contractor is entitled to
an increase in the contract sum (and sometimes additional construction time as well). It
is then clear from this definition that change orders are acknowledged sources of
delays and can greatly contribute to the reformation of a claim and entitlement for time
as well as cost. The proper formalization of changes by the written consent of the

Engineer is a critical success factor in claims management.
Critical Success Factor (6): Timeliness of Notification

Timely notification of claims to the Engineer and Employer is an essential factor to be
considered at every stage of the project. The Contractor’s project manager is thus
supposed to conduct periodic reviews of the project progress and transfer formally to
the Engineer the intention to claim for either additional time or money or both in the

event in which a cause for a claim arises.

Non-timeliness of notification can lead in many instances to the Contractor’s right
being denied by the Employer who can simply justify his rejection to non-awareness
of the circumstances or events. For this reason, the Contractor is required to be timely
by notifying the Engineer about his intentions prior to submitting his claim. According
to scholars like Bunni (2005), this procedure needs to be done with a written
notification of the delaying event to the Engineer with a copy to the Employer within a

specified period or a reasonable time.
Critical Success Factor (7): The Formulation of the Claim

Once the components of the claim are available, only then can the Contractor start

formulating his claim. The formulation of a well-structured claim is thereafter the
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responsibility of the appointed claims specialist or in house claims personnel who

undertake the task of substantiating the claim.

Critical Success Factor (8): Strategic Project Management

Strategic project management is probably the foremost of the factors of success to be
considered in any claims management process. This is attributed to the fact that
strategic project management combines project management techniques along with
business or corporate strategy to achieve the overall goals of a project (Grundy and
Brown, 2002). This statement can be explained in the context of claims as claims
which not only have an impact on the progress of the works and internal project issues,
but also have an overall impact at the corporate level and upon the well-being of the

Contractor’s business affairs.

3.5 The Chapter Summary

The conceptual framework chapter has provided an insight into the success factors
which can be considered critical to claims management implementation and
substantiation. It has also reviewed the current practices of construction professionals
whilst handling claims of these current practices demonstrated as the critical failure

factors.

With the foundation created by conducting the literature review, the framework can be
further explored by investigations and interviews were held with professionals
working in construction organizations and who were directly involved in the claims
which surfaced in their projects which can consolidate the concept of claims
management and substantiation from the data to be analyzed in further chapters. The
following figure is a model developed to summarize how the ideal claims management
system needs to perform, by defining the contractual framework of claims

management.
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Figure 3-2: The Contractual Framework of Claims Management

The model is constituted of the inputs to the claims management system. Following
the formulation and presentation of the claim, the claim is then either settled amicably
or not. In the circumstance that it is not settled, the Engineer is required to prepare his
determination of the claim worth. Should the parties agree to the resolution presented
by the Engineer, the claim is then settled. Otherwise, the claimant resorts to other
methods of resolving the dispute with the Employer by either arbitration, litigation or

other known mechanisms.
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CHAPTER FOUR-RESEARCH PROBLEM AND
PRESENTATION OF RESULTS

4.1 Introduction

Certain concepts will arise in this research through field research conducted in real life
projects. An attempt will be made through the methodology used a questionnaire
system to obtain the data needed for research from which certain findings can be
deduced, and conclusions and recommendations can be drawn on the issue of causes of

claim and the claims management in Sudan.

4.2 Questionnaire Design

A Questionnaire was structured as a research tool in order to compute data from the
research population. The questionnaire comprises of two parts, part one concerns
general informations about the audients, while part two consists of questions related to
the research hypothesis and questions. The data is compiled to achieve the purpose of

the research.

4.3 Research Population

The research population is assumed to be the groups of engineers, contractors, and
clients who work at construction organizations and construction sites and such
projects in the construction field.

The targeted population also consists of key persons who are wellfamiliar about the
construction works, such as project managers, site managers, site engineers and

consultants

4.4 Sampling Procedure

The sampling procedure which was adopted to process the research investigations is a
systematic random method. The questionnaire (attached as an appendix 1 to this
research) was analyzed using statistical analysis program (SPSS) to obtain opinions

about reasons behind construction claims and how claims are managed in construction
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projects. The questionnaire was responded in ranking answers reflecting the audient

opinion such as strongly agree, agree, neutral, disagree, and strongly disagree.

80 copies of the questionnaire were distributed and the returned copies were 69. The
analysis range used a 5-point scale, for example, strongly agree answer Indicates the
highest effect and a value of 5 was attached to it; while strongly disagree answer has

the lowest effect and a value of 1 was given to it.
4.5 Results Analysis and Discussion

4.5.1 First part of the questionnaire (personal information's of the

audients):

The first part of the questionnaire was about personal information about the
responses personal information such as (the organization sector, years of

experience and the range of age).

Table 4-1 : Distribution Of Organization Sector

Valid Frequency | Percent | Valid Percent | Cumulative Percent
Private sector 33 47.8 60.0 60.0
Government sector 22 31.9 40.0 100.0

Total 55 79.7 100.0

Missing System 14 20.3

Total 69 100.0
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Figure 4-1: Distribution of Organization Sector

= (Table 4-1) shows the distribution of the audients between the public and
private sectors. The result shows that (60%) of them from the private sector,

while (40%), of them belong to the public sector.

Table4-2: Distribution of Experience

Valid Frequency| Percent | Valid Percent | Cumulative Percent
1-5 years 24 34.8 38.7 38.7

5-10 years 22 31.9 355 74.2

More than 10 16 23.2 25.8 100.0

years

Total 62 89.9 100.0

Missing System 7 10.1

Total 69 100.0
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Figure 4-2: Distribution of experience

» (Table 4-2) shows the distribution of respondents experience which affect
deeply in their answers. 38.8%of the audients experience is between (1-5)

years, while 25.8% of them have experiences more than 10 years.

Table4-3: Distribution of Age Range

Cumulati

Valid Frequency| Percent | Valid Percent umrative
Percent

From 20-40 years 51 73.9 89.5 89.5
From 41-50 years 6 8.7 10.5 100.0
Total 57 82.6 100.0
Missing System 12 17.4
Total 69 100.0
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Figure4-3: Distribution of Age Range

= On the other hand there is a relationship between the experience and the age.

(Table 4-3) shows the distribution of respondent's age, 89.47% of them are of

ages more than 20 years and less than 40 years. And 10.53%o0f ages are more

than 40 years.

4.5.2 Second Part of the Questionnaire:

The second part of the questionnaire was comprises of many questions about the

causes of claims and how claims are managed during the different project phases

and who is submitting claims and who is affected by claims.

All questions were derived from the scope of hypothesis and of research problem

in order to collect data that tend to answer the research questions and to test

hypothesis.

Table4-4: Distribution of the most party of Contract who submit claims

Valid Frequency | Percent Valid Percent Cumulative Percent
Client 25 36.2 36.2 36.2
Consultant 3 4.3 4.3 40.6
Contractor 41 594 59.4 100.0

Total 69 100.0 100.0
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Figure4-4: Distribution of the most contract party who submit claims

(Table 4-4) shows the opinion of the sample about the most contract party who

always submitting claims. After the analysis of the responses opinions (36.2%)

of them belief that the client is the most contract party who always submitting

claims, while (59.4%) adopted the contractor and only (4.3%) referred to the

consultant..

From this results it's clear that the contractor is always submitting claims in the

projects and is assured to be the party of more claims cases.

Table4-5: Distribution of which person is mostly affected by the claim

Valid Frequency Percent Valid Percent Cumulative Percent
Client 22 31.9 31.9 31.9
Consultant 31 44.9 44.9 76.8
Contractor 16 232 232 100.0

Total 69 100.0 100.0
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Figure4-5: Distribution of the person who is mostly affected by the claims

= After knowing who is always submitting claims, the next step is to make
investigations about the contract party who mostly suffer from the claims.
(44.9%) of the answers were directed to the consultant, the second level to the

client by(31.9%) , and (23.2%) for the contractor.

Table 4-6: Distribution of occurrence of claims due to delays in project time

Valid Frequency | Percent | Valid Percent | Cumulative Percent
Strong agree 14 20.3 20.3 20.3
Agree 23 333 333 53.6
Neutral 12 17.4 17.4 71.0
Disagree 20 29.0 29.0 100.0
Total 69 100.0 100.0
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Figure 4-6: Distribution of occurrence of claims due to delays in project
time

= Most of claims occur due to delays in project time the questionnaire results as
in (Table 4-6) showed that (53.6%) of the audiences were agreed, while (29%)

of the options were disagreed.

Table 4-7: Distribution of changes and change orders

Valid Frequency| Percent | Valid Percent | Cumulative Percent
Strong agree 21 304 304 30.4

Agree 39 56.5 56.5 87.0
Neutral 7 10.1 10.1 97.1
Disagree 2 2.9 2.9 100.0

Total 69 100.0 100.0
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Figure 4-7: Distribution of changes and change orders

= (Changes and change orders are one of the main factors in constituting claims
which affect in project cost and time. The results as in (Table 4-7) shows
(86.9%) of opinions were agreed that changes and change orders are major

causes of claims, and (2.9%) were disagreed with that.

Table 4-8: Distribution of cases of delay that exceeded the original contract

duration and cost

Valid Frequency | Percent | Valid Percent | Cumulative Percent
Strong agree 35 50.7 50.7 50.7

Agree 30 43.5 43.5 94.2
Neutral 4 5.8 5.8 100.0

Total 69 100.0 100.0
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Figure 4-8: Distribution of Cases of Overrun That Exceeded the Original

Contract Duration and Cost

There are Many cases of delay that may overrun the original contract duration

and cost. (Table 4-8) shows the results of the analysis where (94.2%) of the

opinions were agree with delays and overrun of the project cost, and almost no

answers for disagree.

Table 4-9: Distribution of contractor's right to claim

Compensation for damage

Valid Frequency | Percent | Valid Percent | Cumulative Percent
Strong agree 27 39.1 39.1 39.1

Agree 33 47.8 47.8 87.0
Neutral 3 4.3 43 91.3
Disagree 5 7.2 7.2 98.6

Strong disagree 1 1.4 1.4 100.0

Total 69 100.0 100.0
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Figure4-9: Distribution of contractor's right to claim

Compensation for damage

The answers to the previous question stated that the contractor is the most one

of the contract parties who is submitting claims. The question is the contractor

now has the right to claim compensation for the damage? (Table 4-9) shows

that (86.9%) are agreed on that.

Table 4-10: Distribution of if the owner has the right to claim

damages which resulted from the contractor delay?

Valid Frequency| Percent | Valid Percent | Cumulative Percent
Strong agree 26 37.7 37.7 37.7

Agree 34 49.3 49.3 87.0
Neutral 5 7.2 7.2 94.2
Disagree 2 2.9 2.9 97.1

Strong disagree 2 2.9 2.9 100.0

Total 69 100.0 100.0
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Figure 4-10: Distribution of if the owner has the right to claim

Damages which resulted from the contractor delay

On the other hand, the owner has the right to claim damages which resulted

from the contractor delay. (Table 4-10) shows that (87%) of the sample were

agree on that, while only (5.8%) were disagreed.

Due to different phases of the construction projects and the complexity of project

implementation process, a good environment for having different types of claims could

be created. (Table 4-11) shows the order of claim types according to their occurrence.

Table 4-11: order of claims types according to the most occur

Std.
No Types of claims N | Minimum | Maximum | Mean .
Deviation
Change and Change Order
1 _ 69 1 6 3.03 1.534
Claims
Extension of Time (EOT)
2 _ 68 1 6 3.04 1.588
Claims
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3 | Damage Claims 69 1 6 3.26 1.633
4 | Extra-work Claims 69 1 6 3.32 1.702
5 | Acceleration Claims 67 1 6 3.73 1.780
6 | Prolongation Claims 67 1 6 4.46 1.636

regarding to previous questions it's clear that all contract parties (owner, contractor, and

consultant) can submit claims, the issued claims from the contract parties are of different

causes, the differences in their causes are due to the different responsibilities and roles that

stipulated by the contract for each party, (Table 4-12, Table 4-13, and Table 4-14) shows

causes of claims due to the owner, the contractor and the consultant. Also claims may

occur from nature of the contract document. As shown in (Table 4-15)

Table 4-12: Causes of claims due to owner

No Causes N | Minimum | Maximum | Mean SFd'.
Deviation

1. | Sequence of work directed by 66 1 6 3.04 176
owner ' '

2. | Irrelevant milestone dates in 67 | 6 3.60 1.69
documents ' '

3. | Slow change order processing 67 1 6 3.52 1.55

4. | Failure to obtain permits 68 1 6 3.50 1.86

5 Delayed approval of schedules
" | and change orders 69 1 6 348 1.52
6. | Failure to finance the works 68 1 6 2.40 1.75
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Table 4-13: Causes of claims due to contractor

Std.
No Causes N | Minimum | Maximum | Mean
Deviation
The absence of occupational
1. 67 2 6 4.85 1.40
health and safety system
2. | Government regulations 67 1 6 4.24 1.59
3. | Contractor financial problems | 67 1 6 3.21 1.51
4. | Planning errors 67 1 6 3.13 1.47
5. | Changes or Variation orders 67 1 6 2.78 1.59
6. | Delay in payments by owner 67 1 6 2.24 1.45
Table 4-14: Causes of claims due to consultant
Std.
No Causes N Minimum | Maximum | Mean | Devia
tion
L. Inadequate record keeping 67 1 4 3.48 .80
2. On-site coordination 66 1 4 2.17 1.08
3. | Lack of expertise in 68 1 4 516 97
schedule management ' '
Inadequate schedule updates
4. . 68 1 4 197 | .96
and progress monitoring
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Table 4-15: Causes of claims due to contract documents

Std.
No Causes N Minimum | Maximum Mean Devi
ation
1. | Power of 1nd%V1dual party 67 1 458 173
vaguely specified
2. Coor.dlnatlon Inadequate 67 1 415 141
specified
3. | Permitting responsibilities 67 | 370 146
vague
4. | Milestone dates and interface 67 1 301 147
clauses unreasonable
5 | Inadequate scheduling 67 1 504 158
clauses
6. Draw1_ngs not indicating 68 1 216 151
work interfaces

Table 4-16: Distribution of increasing project cost resulted of

establishing claims and managing them

Valid Frequency| Percent | Valid Percent | Cumulative Percent
Strong agree 6 8.7 8.7 8.7

Agree 38 55.1 55.1 63.8
Neutral 14 20.3 20.3 84.1
Disagree 10 14.5 14.5 98.6

Strong disagree 1 1.4 1.4 100.0

Total 69 100.0 100.0
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Figure 4-11: Distribution of increasing project cost resulted of

establishing claims and managing them

*» The increasing in project cost is resulted from establishing claims and
managing them which is considered critical economic impact of claims.
(55.1%) are agree with that as shown in (Table 4-16), while (14.5%) of them

are disagree with it.

Table 4-17: Distribution of the level of applying the concept of claims
management in companies

Valid Frequency | Percent | Valid Percent | Cumulative Percent
Very high 12 17.4 17.9 17.9

High 31 44.9 46.3 64.2
Medium 15 21.7 22.4 86.6

Low 8 11.6 11.9 98.5

Very low 1 1.4 1.5 100.0

Total 67 97.1 100.0

Missing System 2 2.9

Total 69 100.0
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Figure4-12: Distribution of the level of applying the concept of claims

management in companies

= The level of applying claim management concept has strong impact on
avoiding the occurrence of claims and then it protects the economy and profits
of the company, (Figure 4-17) shows (46.3%) of the responses agree that

companies are applying the concept of claim management.
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CHAPTER FIVE-CONCLUSIONS AND RECOMMENDATIONS

5.1 Conclusions:

The conclusions for this research have been deduced after the analysis of the
questionnaire. Furthermore, the collected data and interviews obtained from engineers,
project managers, and professionals in construction industry which helped to draw the

following conclusions:

1. There is a lack of attention given to the process of record keeping and document
management, which leads to losses in valuable information and here loss of
money to contractors.

2. If well managed, changes and change orders can be beneficial to the Contractor
in performing his claim by recording them and accepting written changes by the
party which has the power to issue them under the contract.

3. Project managers are often not fully aware of the procedures needed to establish
and manage claims.

4. Lack of awareness became a general symptom among other team members
within the Contractor’s organization. This greatly contributes in producing a
state of ambiguity and loss of direction senses.

5. Non settlement of claims in an amicable manner leads the parties in most cases

to resort to dispute resolution mechanisms such as arbitration or litigation.

5.2 Recommendations from The Study

The recommendations set out of this research have been derived in a feasible manner,
tangible and can be acquired as steps and procedures for project managers and
construction claims practitioners to follow in order to their claims stages. The
following recommendations maybe generalized to an extent to construction projects

within the same industry in Sudan:
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1- The need to establish a proper record management system, which acts as a
backup to the document controller, who on his part may retrieve documents
easily and whenever needed.

2- Early and formal notifications of delays to the Engineer and Employer are
necessary since contract forms call for the necessity of timely notifications.

3- The level of awareness of the effects of changes and especially of unreported or
unrecorded changes needs to be increased. This can be done by implementing
management of change and identifying risks.

4- The Contractor’s Project Manager has to establish a strategy on how claims
need to be handled once they arise. This can be achieved by involving key
personnel in the project in the Claim Handling Processes (CHP) as well as
continuous reporting to senior corporate management

5- Avoidance of disputes and sources of ongoing problems between the contract
parties are found to be necessary in claims management. This can be achieved

by keeping channels of communication and negotiation open at all times.

5.3 Other Recommendations

1. Project managers are often not fully aware of the procedures needed to establish

and manage claims.

5.4 Recommendations for Future Researches

It would be recommended for future researchers to approach the topic of claims and
claims management from a two way approach rather than a single approach. The first
would be the contractual point of view and the other a managerial approach. This
hybrid approach would be useful along with the use of the quantitative method to

gather data relevant to the field by holding surveys involving all the stakeholders.

Furthermore, the research encapsulated the process of claims management and
substantiation from a managerial approach. It would be recommended to complement
such a research with a construction law view by going further into the concepts of

dispute resolution and mechanisms to resolve disputes resulting from claims.
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APPENDIX (A): English Questionnaire

Research Objectives:

This questionnaire is designed to restrict the majority of reasons that causes claims in
construction industry. We can define the claim as “change orders which have not been

accepted by the various parties of the contract.

The prime aim of this research is to explore how construction claims are managed.
And then the result which expected from the study is such suggestions for avoiding
claims arising out of differing site conditions toward minimizing disputes between

the contract parties.

Part: Personal Information

NaAME: .. e
(@17 101 121110 1
JOb description: .......c.ooiiiiii i
EXPOTIONCE: ..ottt e

N

Part 2 : Questions of Questionnaire

1. The claim is submitted by :

|:| Engineer |:|Emp10yer |:| Contractor

2. Which person from the contract parties is mostly affected by the claim :

|:| Engineer |:| Employer |:| Contractor

3. Most of the claims are occur due to delays in project time
[ ]Strong agree [ | Agree [ |Neutral [ ] Disagree [ | High
disagree
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4. Changes and change orders are one of the main factors in occurrence of claims.

|:| Strong agree |:| Agree |:| Neutra1|:| Disagree |:| High

disagree

5. Many cases of delay may exceeded the original contract duration and cost

[ |Strong agree [ | Agree [ | Neutral [ | Disagree [ | High

disagree

6. The contractor is entitled to claim compensation for the damage

[ ] Strongagree [ | Agree [ | Neutral [ | Disagree[ | High

disagree

7. The Employer can claim damages which resulted from the contractor delay

[ ] Strongagree [ | Agree [ ]| Neutra] |  Disagree [ ] High

disagree

8. Order these types of claims according to the most occur :

No Types of claims Order ascending

Extension of Time (EOT) Claims

2. Prolongation Claims

3. Acceleration Claims

4. Change and Change Order Claims
> Damage Claims

6.

Extra-work Claims
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9. In your opinion & experience how can you order these causes of claims due to
Employer :
No Causes first | second | third | fourth | fifth | sixth
L. Failure to finance the works
2. Sequence of work directed by owner
Delayed approval of schedules and
> change orders
4. Slow change order processing
S Failure to obtain permits
6. Irrelevant milestone dates in
documents
10. In your opinion & experience how can you order these causes of claims due to
Contractor :
No Causes First | second | third | fourth | fifth | Sixth
1. Changes or Variation orders
2. Delay in payments by owner
3. Contractor financial problems
4. Government regulations
5. Planning errors
6. The absence of occupational health

and safety system
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11. How can you rank the following being causes of claims due to Employer :

No Causes first second third Fourth
5 | Lack of expertise in schedule
management
6. Inadequate record keeping
Inadequate schedule updates
k and progress monitoring
8. | On-site coordination

12.How can you rank the following being causes of claims due to contract

documents

No Causes first | second | third | Fourth | Fifth | Sixth

L. Inadequate scheduling clauses

7. | Drawings not indicating work
interfaces

3. | Permitting responsibilities
vague

4. | Milestone dates and interface
clauses unreasonable

5 | Coordination Inadequate
specified

6. | Power of individual party

vaguely specified

13.In your opinion do you think the increase of projects cost is a result of

establishing claims and managing them?

[ ] Strong agree [ ]| Agree [ | Neutral [ | Disagree [ | High

disagree

14. What is the level of applying the concept of claims management in company?

[ ]Veryhigh [ High [ | Medium [ JLow

|:| Very low
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APPENDIX (B): Arabic Questionnaire
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