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Abstract

Construction activities are the most competitive and it involves higher risk with minimum profitability due to competition.
Construction of any infrastructural work involves complex management skills related to manpower, materials, plant, machineries,
new technologies etc. It also involves many agencies interdependent on each other like the planners, structural and functional
designers including various types of specialized engineers and it also includes support of financial institutions, insurers, contractors
and specialized contractors. Asthere are prevailing labour bye laws it needs special care of their well beings. In such kind of complex
and intense framework some disputes is quite natural between the agencies involved in such activities which further resultsin claims
management as the unsettled dispute finally leads to financial claims. Higher incidences of disputes are generally reported from the
construction contract. Even if there is an appropriate understanding of construction contract clauses from the agencies in the
agreement yet claims seems to be a mgjor crisisin the construction sector. The research reported in this paper aimsin identifying the
major factors responsible of project delay that may give rise to claims for delay damages. The in this paper research mainly highlights
on finding the major components of claims with perspective of contractor for delay damages.
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1. INTRODUCTION

Claims as per Hughes [1] “It is a demand, a request
application for something to which a contractor siders,
believes or contends he is entitled but in respéctvhich
agreement has not yet been reached”. As per Hairithe
major five causes of disputes in Asian construcioojects
are as follows:
» Failure to make interim awards on extensions oétim
and to give associated compensation
» Unrealistic risk transfer from employers to
contractors
»  Conflicting party interests
* An unrealistic contract completion date being dedin
at tender stage
* Incomplete design
requirements.

information or employer

In general it was reported in literature that tlomstruction
sector involves disputes from the sources like gharwhich
includes variation, alteration, addition, deletiafgelays and
suspensions, differing site conditions, unjust @nrient by
owners. It was also observed that there are fitential areas
which can give rise to disputes: document errosimation
errors, change in conditions, implied promises agdncies
involved. Claims however fall under two major categs
based on their occurrence i.e. during (i) executiboontract
and (ii) administration of contract. Execution obntract

includes claims due to change in design and drawdelgys in
handing over site/issuance of drawings/getting releee
certificate from appropriate authorities, claimsda original
scope of work change, claims due to differing siteditions
and claims due to variation in methodology. Sintfaturing
administration of contract claims may be due toagein
payment of running account bills and claims due
foreclosure/termination of contract. Similarly dgda in
schedules of construction projects are one of thestm
common types of disputes in the construction ingusthe
client and contractor works for a common objective to
complete the project within scheduled time as vasllcost.
Time overrun is the most common failure of objeetthat in
turn leads to cost overrun and hence failure inathjective of
timely completion leads to failure of overall prdjebudget
which ultimately gives rise to disputes. The reasfum delays
could be caused by client, contractor, force majéu. act of
God, change in laws, rules and regulations, imprope
ordination between client and contractors, nonlatbdity of
required skilled labour, non-availability of reqedr special
material, differing site conditions, non-issuandewmrking
drawing and changes in work leading to change
methodology. Delays can be further classified asigsable or
non-excusable. Some of the practical cases of rRousable
delays are incompetent sub-contractor, financiebmnmpetency
of the contractor, labour disputes hindering workgpess,
poor workmanship leading to rework, poor materiahlgy
and delay in handing over the site by client andusable
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delay includes sudden floods, natural calamitieke li
earthquake, tsunami etc. riots, labour strike, fovaseeable
situation. Critical delay are defined as a delayaity given
activity which results in delay of total projectdanon-critical
delay is defined as delays which may not upsetl titze
frame of the contract [1].

This paper mainly focuses on delay damage claitagect to
additional cost incurred by the contractor due eétag caused
by the client. Evaluation of delay damages are wlaen
contractor bids for a tender, a number of factoescansidered
apart from the labour, material and equipment thes
required to execute the work. In tender the dunateémuired to
complete the work is generally mentioned and hetiee
contractor quotes accordingly. The quote includestenal
cost, labour cost, plant and machinery cost, shnge
material, human resource cost, financial cost, siterheads
and above all profit. In an event of prolongatidncontract,
the major factors that are affected are additianadrheads,
plant and machinery, labour and material cost, lofs
productivity, loss of profit, loss of new busineggportunities
and early mobilization.

2.METHODOLOGY ADOPTED

Following methodology is adopted for this reseawebrk.

This includes identification of claims that occuigctors
responsible for delay, prolongation claim if angcds on
factors that are affected due to delay in comptetiee project,
factors mostly considered while setting up proldiggaclaim,

ranking based on case studies to understand ther rfeajtor
affecting the delay damages claim finally recomnagiahs
based on the study. The delays which occur in coctsbn

projects are due to various reasons. Analysis refetiprojects
have been carried out details of the same is givérable 1.
Project cost, value of claims and claim in % ofjpcb cost for
(i) construction of mall in Mumbai, (ii) construoti of hotel
and casino in Goa and (iii) construction of powansmission
tower in Raigad district of Maharashtra is consédem this
paper. The range of delay claims by contractor imathe
range of around 1.08 % to 400% of the project cbsis may
due to various reasons.

Tablel. Analysis of delay damages in construction projects.

Proj ect Value Claim
S No Project cost of claim | in % of
' description | (Lakhs | (Lakhs | project
Rs.) Rs.) cost
Construction
1 of mall in 4314 623.58 14.45%
Mumbai.
Construction
p |Oofhoteland | 5,4, 37.68 | 1.08%
casino in
Goa.

Construction
of power
transmission
3 tower
foundation
in Raigad
district.

12.43 49.64 400%

2.1 Project 1: Construction of Mall in Mumbai

Construction of a mall in Mumbai was taken as fiagte study
for delay claims. The project cost was around 434khs Rs.,
claim amount by contractor was 623.58 Lakhs Rs. deldy
was almost of 7 months. Various reasons for claivserved
in this case includes the mainly due to delay ipraped
drawings. The total built up area was around 6007 ,8q.ft.
and large quantity of MS shuttering material waguired to
be deployed on site. Since the work was suspendetie
middle of project, the resources like staff, maehnwas
demobilized and transferred to other project, butwas
difficult to transfer the shuttering material tchet site since
the cost of transportation for demobilizing and iaga

mobilizing when the work resumes was observed as a

governing factor. Hence in this project 81% of @iai
constitutes for M.S Shuttering Material. Details athim for
various reasons in % for project 1 are shown inl@&b This
includes claims for MS shuttering material, labawerheads
and machinery. Next section gives similar analyfis
construction of hotel and casino in Goa.

Table2 Details of claim for project 1

Claim Claim | Importance
Sr. Description amount in % of as per
No. (InLakhs | project claim
Rs.) cost amount
M.S.
1 | Shuttering 503.08 81% 1
Material
2 | Labour 58.24 9% 2
3 | Overheads 47.50 8% 3
4 | Machinery 14.75 2% 4
Total claim
(In LakhsRs.) 623.58

2.2 Project 2: Construction of Hotel and Casinoin
Goa

The construction of hotel and casino in Goa wasingayv
estimated project cost of 3494 Lakhs Rs. and thanclvas
37.68 Lakhs Rs with delay of 1 month. It was naoteat the
work order given shows the site mobilization witHis days
and in the tender it was also mentioned the mininaiaif
cadre and equipment needs to be deployed on sites dime
of mobilization. Table 3 gives details of claim f@arious
reasons in % for project 2 showing importance ascm
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amount. As per the conditions thentractor mobilized theite

with the required resourcesitothere was a delay of 1 mor
in handing over the site. limis case the amount claim for

M.S. shuttering material, overheads arachinerywas almost
same, since the claim was the start of the project hence

minimum resources were deployetdihe third case stuc
includes the construction of power transsion tower
foundation in Raigad district detailed analysigjigen in the
next section.

Table3. Details of claim forproject 2

approvalsfrom the local authorities. It waalso mentioned
that all four locations wuld be made available at the start of
project. The duration of project was 45 days. Thastractol
mobilized the site with adequate resou but the possession
of all the fourlocation was noallotted to the contractor. The
working drawing wasot issue and the permission from the
local authorities wasot taken by theclient. The total project
cost was 12.43 LakhRs., daim amount was 49.64 Lakhs Rs.
and the delay mailted the work to be completed in 1
months leading tdotal delay o 13 months. Figure 1 shows
details of claims by contractor for project 1, 2i&on variout
elements of the respective proje

Claim Claimin | Importance
amount ' P Tabled. Details ofclaim for project 3
Sr. . % of as per
Description (In . -
No. proj ect claim -
Lakhs Claim o
cost amount Claimin
Rs.) amount Importance
Sr. _— % of .
M.S No Description (In roi ect asper claim
1 | shuttering 10.93 29% 1 ' Lakhs prol amount
. cost
material Rs.)
2 Overheads 10.60 28% 2
3 Machinery 9.55 25% 3 1 | Labour 21.58 40% 1
4 Labour 6.60 18% 4 M.S
Total claim 37 68 2 | Shuttering 10.79 20% 2
(InLakhsRs.) ' Material
3 | Overheads | 10.79 20% 2
2.3 Project 3. Construction of Power Transmission 4 | Machinery &7 12% 3
. . — Total claim
Tower Foundation in Raigad District (InLakhsRs) | 4964
The scope of work in this case stugdgs to construct RC
power transmission towerfoundation at four different
locations.Table 4 gives details of claim for project The
work was supposetb be executed after getting unhinde
land at all the four locationslong with the necess:
Project 1.

2% 8%

9%

® M.S. Shuttering Material
m | abour
Machinery

® Overheads
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Project 2.

® M.S. Shuttering Material
m | abour
Machinery

® Overheads

(b)

12%

Project 3.

® M.S. Shuttering Material
m L abour
Overheads

® Machinery

(©

Figl. Details of claims by contractor f(a) project 1, (b) project 2 and (c) proj&acbn various elemer

CONCLUSIONS

The investigation in this work was to identify theajor

factors responsible foproject delay that may give rise

claims for delay damages for three major projecdtslc
Construction of mall, 2. Construction of hotel acakino ant
3. Construction of peer transmission tower at vario
locations of India. The main highlights in thisdyare to finc
out the major components of claims with perspectbi
contractor for delay damages. Foalhproject it can be see
that M.S. shuttering material is modteated factor of dela
damages. This is because normally mall construstiare
wide spread and the area required for construcsiomore anc
hence shuttering required to support the plywoaedgiired ir
huge quantities. If the project is suspendedelayed the idle
charges for the material mounts to a huge expemeditn case
of hotel and casino construction delayproject wa mainly

due to handing over of site hence all the M.S shinty

material, labour, staff, equipmenthich were mobilizecbut

underutilized. In this case it was observed thk four factors

are equally contributig delay.In case of claims by contractor
for power transmissionotver foundation project, the delay
was due to nothanding ove of all the four locations
unhinderedat the same timand delay in drawings. Since the
project was supposed be completed ilone and half months,
time wasthe key factor andhe contractor mobilized for the
complete project but work fro was not given. Hence the
labour factor was theajcr affected factor in this case.

RECOMMENDATIONS

Following are some of therecommendations for clients and
contractors of the construction proje
(1) Recommendations for Client: the client should

have proper of planning before awarding the w
The desigrand drawing should be ready before h
to avoid any delay in wor The site should be
completely handed over instead of piece n Risk
analysis of all factors which may lead to delay
work from theirend should be tak: care of.

IC-RICE Conferencelssue | Nov-2013, Available @ http://www.ijret.org

393




IJRET: International Journal of Research in Engineering and Technology

el SSN: 2319-1163 | pl SSN: 2321-7308

(2) Recommendation for Contractor: It is the duty of
the contractor to validate the drawings given hentl
at the time of bidding the tender. The contractosin
also analyze all the factors which may lead to yela
from government bodies, changes in rules and
regulations. The contractor should also be findlycia
stable to digest the cost overrun leading to delays
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