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Abstract: This study examined the causes and effects of cost overruns in public building construction project delivery
in Imo State, Nigeria. Specifically, the study examined the profile characteristics of the building construction project
workers, examined also the nature of cost overruns in building projects execution in Nigeria, identified the main causes
of cost overruns on building construction projects in Nigeria, ascertained the effects of cost overruns on building
construction industry and on the economy of Nigeria, in general and determined the factors that can prevent cost
overruns in public building construction projects in Nigeria. Multistage sampling technique was used to select a sample
of 100 building construction project workers. Data were collected using structured questionnaire and were analysed
using mean, frequency counts and percentages. Results showed that 80% of the workers were males, 54% were
between the ages of 26 — 35, and 80% were married, 85% had secondary and tertiary education. The result also
showed that cost overruns occur when there is an underestimation of actual cost during the budgeting of the building
construction project (X = 2.19), when cost escalation occurs due to factors such as inflation (X = 2.28), when
construction projects are not completed on time, within budget and with the appropriate technical or quality
performance (X = 2.46), and when there is an extra cost incurred beyond the contractual cost agreed during the tender
stage of the project (X = 2.23). Further, the results showed that the main causes of cost overruns in building
construction projects in Nigeria include difficulty in obtaining construction materials (X = 2.19), deficiencies in
prepared cost estimates (X = 2.11), unexpected subsoil conditions (X = 2.08), problems in finance and payment
arrangements (X = 2.09), design changes (X = 2.72) and availability of skilled labour (X = 2.24). The results also
showed that the effects of cost overruns on the building construction and on the Nigerian economy in general include
added cost over and above those initialy agreed upon by the client (X = 2.40), less returns on investment on the part of
the contractor (X = 2.39), higher prices to the end user (X= 2.38), tarnishing of the reputations of the professionals (X
= 2.15),and loss of profits for the contractor (X = 2.40). The effects on the construction industry is project
abandonment and drop in building activities (X = 2.48), and also decrease in property and service production for the
nation (X = 2.45); also decrease in the rate of national growth (X = 2.10).The results also showed that the factors that
can help reduced or prevent cost overruns in public building construction projects in Nigeria include the application of
project management scheduling tools (X = 2.68),working strictly within the scope originally planned for a project (X =
2.60), planning projects properly before the commencement of project execution (X = 2.58), selection of contractors
with adequate experience/ the financial ability to handle building construction projects contract ( X = 2.33) and
ensuring that communication gaps do not exist between the stakeholders of the building construction projects (X =
2.35). The study therefore, recommends that building construction projects delivery decision makers should endeavour
to implement the findings of research in order to encourage project execution success.
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I. Introduction

In today's construction industry, cost overrun is a very common phenomenon worldwide. The problem of
cost overrun is critical and needs to be studied more to alleviate the issue (Angelo and Reina, 2002). In a study
conducted by Omoregie and Radford (2006), it was reported that a minimum average of cost escalation in
construction projects in Nigeria is 14% every year. Cost overruns in building construction projects can occur due to
various causes, and a number of researchers have investigated the various causes of cost overruns. For instance, Ameh
et al., (2010) in his study investigating 42 cost overrun cases, found that lack of experience of contractors, cost of
material, fluctuation in the prices of material, frequent design changes, economic stability, high interest rates
charged by banks on loans and mode of financing, bonds and payments as well as fraudulent practices and
kickbacks were dominant factors causing cost overruns in Nigeria. Doloi (2011) found out in his work that factors
causing cost overruns in construction projects in Nigeria were increment of materials prices, delay in supply of raw
materials and equipment by contractors, fluctuations in the cost of building materials, unsettlement of the local
currency in relation to dollar value, project materials monopoly by some suppliers, resources constraint of funds and
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associated auxiliaries, not being ready, lack of cost planning/monitoring during pre-and post-contract stages,
improvements to standard drawings during construction stage, design changes and inaccurate quantity take-off.
The problem of cost overruns is not only a Nigerian thing. It is a problem worldwide for example, Le-Hoai et al.
(2008) found out that poor site management and supervision, poor project management assistance, financial
difficulties of owner, financial difficulties of contractor, design changes were most severe and common causes of cost
overrun in Vietnamese construction industry. Also, Memon et al. (2010) investigated large projects in Malaysia
and found out that cash flow and financial difficulties faced by contractors, contractor's poor site management and
supervision, inadequate contractor experience, shortage of site workers, incorrect planning and scheduling by
contractors were most severe factors that cause cost overruns, while changes in scope of project and frequent design
changes were least affecting factors on construction cost. Koushki et al. (2005) studied private residential
projects in Kuwait and concluded that contractor related issues, material related problems and financial constraints
were major reasons of cost overruns.

Cost is one of the primary measures of a project's success. This is true, especially for public projects in
developing countries like Nigeria, because public construction projects in these countries are executed
with scarce financial resources. Most literature review on construction projects suggested that the common
criteria for project success are generally considered to be cost, time and quality Frimpong et al, (2003). A project is
deemed successful if it was completed on budget, on schedule, conformed to user expectations, met
specifications, attained quality of workmanship and minimized construction aggravation Olawale et al., (2010).
Generally, a project is considered successful in Nigeria if the project is completed within a stated cost or budget,
getting the project into use by a target date, meets the technical specification, and if there is a high level of
satisfaction concerning the project outcome among the project participants.

In Nigeria, the present state of the construction industry falls short of meeting domestic and international
quality standards and the performance demand expected from the sector. Construction projects especially building
projects, have problems with construction techniques and management as well as limitations of funds and time. The
critical problems are inability to complete the projects on schedule, low quality work and cost overruns.. In general,
most (if not all), construction projects experience time overrun and cost overruns during their execution phase. An
examination of the records of more than four thousand construction projects by Morris et al, (1990), showed that
projects were rarely finished on time or within their allocated budgets in Nigeria.

This study therefore would add to knowledge by carrying out this research on the building sub-sector of the
Nigerian construction project delivery. The study therefore seeks to:

i. examine the profile characteristics of the building construction project workers,

ii. examine the nature of cost overruns in building projects execution in Nigeria,

iii. identify the main causes of cost overruns on the building construction projects in Nigeria,

iv. ascertain the effects of cost overruns on the building construction industry and on the economy of Nigeria,
in general,

v. determine the factors that can help prevent cost overruns in public building construction projects in Nigeria.

Il. Literature Review

A. THE NIGERIAN BUILDING CONSTRUCTION INDUSTRY

The building construction industry is an important industry that plays a vital role in the socio-economic
growth of Nigeria. Economically, it contributes in significant improvement in the overall GDP of the country. It
also improves the quality of life by providing the necessary infrastructure such as roads, hospitals, schools and
other basic and enhanced facilities. Hence, it is fundamentally crucial to make construction projects completed
successfully within time, budget and expected quality. However, being a complex, fragmented and schedule
driven industry it always faces chronic problems such as low quality of productivity, cost overruns, time
overruns, construction waste management and others. Of these, cost overruns is a severe problem Olawale et al,
2010) because it affects the overall development of the country.

Cost overruns is a global phenomenon in the construction industry where, very rarely, projects are
finished within the budgeted cost. In a global study (Flyvbjerg et al., 2003) on construction project performance,
cost overrun was identified as the major problem where 9 out of 10 projects faced the overrun in the range of 50
to 100% and these overruns produce immediate effects on construction stakeholders and on the country's
economy (Azhar et al., 2010). This is because the construction industry plays a vital role in economic and social
growth of any country. To prevent poor cost performance, it is often required to evaluate a project's
vulnerability of cost overruns before it is too late (Cha and Shin, 2011). According to Ibrahim et al. (2010), in
Nigeria very little research has been carried out by academic and practitioners on problems faced by the
construction industry; more specifically there is lack of investigation on construction cost factors.
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B. NATURE OF COST OVERRUNS IN THE NIGERIAN BUILDING CONSTRUCTION INDUSTRY

The sad truth about construction cost overrun is that it has been a fact of life since Biblical times "For
which of you, intending to build a tower, sitteth not down first, and counteth the cost, whether he have sufficient
to finish it?" Luke, 14:28; quoted by Arditi et al, (2011). The problem of cost overrun, especially in the
construction industry is a worldwide phenomenon and its ripples are normally a source of friction among clients,
consultants and contractors on the issue of project cost variation. Project cost overruns create a significant
financial risk to clients. However, in spite of the risks involved, the history of the construction industry is full of
projects that were completed with significant cost overruns (Greedy, 2005). Cost overruns has been defined
differently by different authors. Some of these include:

a) Costs overrun is an instance in which the provision of contracted goods or services are claimed to require
more financial resources than was originally agreed between a project sponsor and a contractor [Ahuja et al.,
(2009).

b) Cost overrun is the amount by which actual costs exceed the baseline or approved costs (Wideman, 2006).
c¢) Cost overrun is the difference between the original cost and the actual cost when the project is completed
(Avots, 1983). Actually, Avots, (1983) used the word cost growth instead of cost overrun.

For the purpose of this research cost overrun is defined as the difference between the final actual cost of a
construction project at completion and the contract amount, agreed by and between the client (the project owner)
and the contractor during signing of the contract.

C. CAUSES OF COST OVERRUNS IN PUBLIC BUILDING PROJECTS

Angelo and Reina, (2002), stated that cost overrun is a major problem in both developed and
developing countries. Several studies of major projects show that cost overruns are common. The causes of cost
overrun in construction projects are varied, some are not only hard to predict but also difficult to manage
(Morris, 1991). According to a study made in Turkey by Arditi, et al, (2011), the important sources for cost
overruns were found to be inflationary pressures, increases in material prices and workmen's wages, difficulties
in obtaining construction materials, construction delays, deficiencies in cost estimates prepared by public
agencies and unexpected sub soil conditions were the most important sources for cost overruns. Kaming, et al,
(1997), studied the factors influencing construction time and cost overruns for high-rise projects in Indonesia,
and pointed out that the major factors influencing cost overrun were material cost increase due to inflation,
inaccurate material estimating and the degree of project complexity. Mansfield, Ugwu, and Doran, (1994),
found that cost overrun is attributed to problems in finance and payment arrangements, poor contract
management, material shortages, changes in site conditions, design changes, mistakes and discrepancies in
contract documents, mistakes during constructions, price fluctuations, inaccurate estimating, delays, additional
work, shortening of contract periods, and fraudulent practices and kickbacks. Ibbs, (1928), attributes cost
overruns to several factors that are either not controllable or that to a varying degree are unmanageable. They
include the accuracy of original cost estimate, degree of government regulation and control, construction
completion delays, number of design changes, and labor related matters such as their availability, skills, and
increases in fringe benefits. According to Robert, (2007), project owners identified five reasons for project cost
overruns and these reasons were: incomplete drawings, poor pre-planning process, escalating cost of materials,
lack of timely decisions and excessive change orders.

According to Cantrelli, (2007), the following are the factors that change the cost of the construction

projects through time: poor project management, design changes, unexpected ground conditions, inflation,,
shortages of materials, change in exchange rates, inappropriate contractors, funding problems, etc.
In developing countries, the lack of proper phasing of construction projects can contribute to the economy to
become 'overheated'. This leads to shortage of construction materials as the demand will exceed the supply; this
in turn leads to a climb in the cost of construction materials, and this inevitably gives rise to project cost
overruns, with consequential effects on inflation and a decline on efficient activity in the construction industry
(Ugwu, 1994).

D. EFFECTS OF COST OVERRUNS

Cost overruns have obvious effects for the key stakeholders in particular, and on the construction
industry in general. To the client, cost overruns implies added costs over and above those initially agreed upon
at the onset, resulting in less returns on investment. To the end user, the added costs are passed on as higher
rental/lease costs or prices.

To the professionals, cost overrun implies inability to deliver value for money and could well tarnish
their reputations and result in loss of confidence reposed in them by clients.

To the contractor, it implies loss of profit for non-completion, and defamation that could jeopardize
his/her chances of winning further jobs, if at fault. To the industry as a whole, cost overruns could bring about
project abandonment and a drop in building activities, bad reputation,, and inability to secure project finance or
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securing it at higher costs due to added risks (Mbachu,et al 2004). All these consequences undermine the
viability and sustainability of the construction industry.

According to Arditi, et al, (2011), the effects of cost overrun are not confined to the construction
industry but are reflected in the state of the overall economy of a country. They state that delays and cost
overruns in construction projects prevent the planned increase in property and service production from taking
place, and this phenomenon in turn affects, in a negative way, the rate of national growth.

Angelo and Reina, (2002), state that the problem of cost overrun is critical and needs to be studied
further to alleviate the problem in the future. Project cost overruns can cause a slower payout and reduce an
early return on the client's or project owner's investment.

E. FACTORS THAT CAN PREVENT/REDUCE COST OVERRUNS

According to experts, cost overruns can be remedied or prevented from occurring through a conscious
estimating that will make the estimator to double check the estimate and include supplier’s and some
contractor’s pricing. A triple check by a competent, preferably a project manager, is necessary to prevent
avoidable errors and to review estimates. Comparing cost by whatever unit measure is an appropriate practice.

Another way to prevent cost overrun is by use of change order. A change order request can be difficult
when conditions unaware to the contractor are lacking proper documentation. A client’s practicality can help
determine whether to grant a change order or not. Another way to prevent cost overruns is to schedule rental
equipment in an efficient manner in other to prevent squandering cost. Doloi, A. (2011), Rental tools and
equipment should not be allowed to stay on a project if they are not being used. Proper checking of invoices is
another way of prevent cost overruns from occurring. Invoices require being checked against the purchase order
and delivery and pick-up receipts.

Experts believe that appropriate use of proper project management tools and techniques can also
prevent cost overruns from occurring. Also, the importance of efficient communication among the stakeholders
cannot be underestimated. Communication gaps should not exist between the client, the professionals, the
contractor and the rest of the project team members during project delivery.

I11. Methodology

The study was conducted in Owerri Imo State Nigeria. A total of ten Local Government Areas
(L.G.As) in Owerri Imo State were randomly chosen. The L.G.As are Aboh Mbaise, Ahiazu Mbaise, Ezinihite
Mbaise, Ikeduru, Mbaitoli, Ngor Okpala, Ohaji/Egbema, Owerri Municipal, Owerri North and Owerri West.
Multistage sampling technique was used to select the sample. The first stage involved the selection of the ten
L.G.As in the state. The second stage involved the selection of two communities from each of the selected
L.G.As to give a total of 20 communities, using simple random sampling technique. The third stage comprised
the selection of five construction project stakeholders that include the professionals (civil Engineer, Architect,
quantity surveyor, project managers etc) , the contractor, the client, the technicians (Masons, Carpenters, etc)
and materials suppliers to give a total of one hundred (100) building construction projects workers, using simple
random sapling technique. The researchers went to each of the ten L.G.As and obtained the list of the
respondents.

Data for the research was obtained from both primary and secondary sources. A set of structured
questionnaire was used to elicit data from the respondents. The data were analyzed using frequency counts,
percentages and mean represented in tabular form. This was used for objective (i). But the likert measurement
scale was used for objectives (ii), (iii), (iv) and (v). The Likert measurement scale formula used is as follows:

X = XK

N
where,
X = The mean score
> = Summation sign
Fx = Frequency
N = No of respondents

LRI

The scaling statements used were: “strongly agree”, “agree” and “not agree”, for objectives (ii), (iii), (iv) and
(v). The mean of the measurement scale was calculated as follows:

3+2+1 = 6 =2
3 3
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The decision rule is therefore based on this mean value of 2. Any mean value greater or equal to 2 is therefore
acceptable. Mean values less than 2 are not acceptable.

IV. Results And Discussion

A. PROFILE CHARACTERISTICS OF THE BUILDING CONSTRUCTION PROJECT WORKERS

Table 1 shows that majority of the building construction workers (80%) were males; a greater
proportion are within the age range of 26-35 years (54%), majority (80%) were married. The table also showed
that majority of them were secondary school leavers. (45%), while also a good number (40%) had tertiary
diploma/degree levels of education. This shows that the respondents are knowledgeable and therefore would
understand and interpret research questions. This is in line with Baridan, (2005) who pointed out that research
respondents should be informed and knowledgeable about the subjects which they are given questionnaire to
respond.

Table 1: Profile characteristics of the building construction project workers

Profile Characteristics Frequency Percentage
Sex

Male 80 80.00
Female 20 20.00
Age (in years)

Below 25 6 6.00
26-35 54 54.00
36 -45 30 30.00
Above 46 10 10.00
Marital status

Single 20 20.00
Married 80 80.00
Level of Education

Primary 15 15.00
Secondary (O’ Level) 45 45.00
Diploma Holder 15 15.00
Degree Holder 25 25.00
Work Experience (in years)

1-5 5 5.00
6-10 18 18.00
11-15 31 31.00
16-20 30 30.00
21 —above 16 16.00

Source: Field Survey, 2017

B. NATURE OF COST OVERRUNS IN BUILDING CONSTRUCTION PROJECTS.

The results in table 2 show the perceived nature of cost overruns in building construction projects in
Nigeria. The respondents agreed that cost overruns occurs when there is an underestimation of actual cost during
the budgeting of the building construction project (X = 2.19); when cost escalation occurs due to factors such as
inflation (X = 2.28); when construction projects are not completed on time, within budget and with the
appropriate technical or quality performance (X = 2.46); when there is an extra cost incurred beyond the
contractual cost agreed during the tender stage of the project (X = 2.23). This agrees with Ahuja et al.,
(2009)who agrees that cost overruns is the difference between the final actual cost of a building construction
project at completion and the contract amount, agreed by and between the client (the project owner) and the
contractor during signing of the contract.

Table 2: Respondents information on the nature of cost overruns in Building Construction Projects.

Nature of Cost Overruns Strongly Agree Disagree Mean Remarks
Agree (3) (2) (1) X
Occurs when there is underestimation of actual 32(96) 55(110) 13 (13) 2.19 Agree

cost during budgeting
Cost escalation due to factors such as inflation

34.(102) 60(120) 6(6) 2.28 Agree

When construction projects are not completed
on time, within budget and with appropriate 56(168) 34(68) 10(10) 2.46 Agree
quality performance

When there is extra cost beyond the contractual
cost agreed during the tender stage 35(105) 53(106) 12(12) 2.23 Agree

Source: Field Survey, 2017
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C. MAIN CAUSES OF COST OVERRUNS ON PUBLIC BUILDING CONSTRUCTION PROJECTS
IN NIGERIA

Table 3 shows the main causes of cost overruns in building construction projects in Nigeria. These
include difficulty in obtaining construction materials which had a mean of 2.19, deficiencies in prepared cost
estimates with a mean of 2.11, unexpected sub-soil conditions with a mean score of 2.08, problems in finance
and payment arrangements with X = 2.09, design changes, with a mean of 2.72, which the respondents agreed is
the major cause of cost overruns in building construction projects, and availability of skilled labour with the
mean of 2.24. This is in agreement with the findings of Robert (2007). However, the respondents disagreed that
poor contract management (X = 1.92) was a major cause of cost overruns, since according to them, that could
mainly result to poor quality work. The respondents also disagreed that fraudulent practices and Kickbacks
(with X = 1.81) was a main cause of cost overruns in building construction projects in Nigeria.

Table 3: Distribution of respondents according to their opinions about the main causes of cost overruns in
Building construction projects in Nigeria.

Main Causes of Cost Overruns Strongly Agree Disagree Mean Remarks
Agree (3) ) (€)) X
Difficulty in obtaining construction materials 34(104) 51(102) | 15(15) 2.19 Agree
Deficiencies in prepared cost estimates 29(87) 55(110) | 14(14) 2.11 Agree
Unexpected subsoil conditions 26(78) 56(112) | 18(1 8) 2.08 Agree
Problems in finance and payment arrangements 26(78) 57(112) | 17(17) 2.09 Agree
Poor contract management 28(84) 54(108) | 16(16) 1.92 Disagree
Design changes 76(228) 20(40) 4(4) 2.72 Agree
Additional work 21(63) 39(78) 40(40) 1.81 Disagree
Fraudulent practices and kickbacks 42(126) 40(40) 18(18) 2.24 Agree
Awvailability of skilled labour 41(123) 33(66) 26(26) 2.15 Agree

Source: Field Survey, 2017

D. EFFECTS OF COST OVERRUNS ON BUILDING CONSTRUCTION INDUSTRY AND ON THE
ECONOMY OF NIGERIA IN GENERAL

Table 4 shows the respondents mean scores on the effects of cost overruns on the building construction
industry and on the Nigerian economy in general/ respondents agreed with most of the variables considered.
They include added cost over and above those initially agreed upon by the client (X = 2.40), less returns on
investment on the part of the contractor (X = 2.39), higher prices or rent to the end user (X = 2.38), tarnishing of
reputations of the professionals (X = 2.15), loss of profits for the contractor (X = 2.40). Project abandonment
and drop in building activities for the construction industry (X = 2.48), decrease in property and service
production for the nation (X = 2.45), and for the nation also, rate of national growth is affect (X = 2.10). These
results agree with the information revealed in the literature review (Mbachu, et al, 2004), on the effects of cost
overruns on the stakeholders of the construction industry, the industry itself and the Nigerian economy in
general.

Table 4: Distribution of Respondents according to their opinions about effects of cost overruns on the building
construction industry on the economy of Nigeria in general

Strongly Agree Disagree Mean Remarks

Effects Agree (3) 2) 1) X
To the client, cost overruns implies added costs over and 40(80)
above those initially agreed upon at the onset. 50(150) 10(10) 2.40 Agree
Cost overruns bring about fewer returns on investment. 52(156) 35(70) | 13(13) 2.39 Agree
To the end users, the added costs are passed on as higher 49(147) 40(80) 11(11) 2.38 Agree
rental/lease costs or prices.
To the professionals, cost overruns could tarnish reputations. 40(120) 35(70) 25(25) 2.15 Agree
To the contractor, cost overruns could lead to loss of profits. 50(150) 40(80) 10(10) 2.40 Agree
The construction industry cost overruns brings about project
abandonment and a drop in building activities 52(156) 44(88) 4(4) 2.48 Agree
Cost overruns prevents planned increase in property and
service production from taking place 50(120) 45(90) 5(5) 2.45 Agree
Cost overruns affects the rate national growth 35(105) 40(80) 25(25) 2.10 Agree

Source: Field Survey, 2017

Project abandonment and drop in building activities for the construction industry (X = 2.48), decrease
in property and service production for the nation (X = 2.45), and for the nation also, rate of national growth is
affect (X = 2.10). these results agree on the information revealed in the literature review Mbachu, et al (2004),
on the effects of cost overruns on the stakeholders of the construction industry, the industry itself and the
Nigerian economy in general.
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E. FACTORS THAT CAN HELP REDUCE/PREVENT COST OVERRUNS IN PUBLIC BUILDING
CONSTRUCTION PROJECTS IN NIGERIA.

Date in table 5 shows the factors that can help reduce or prevent cost overruns in public building
construction projects in Nigeria, in the opinion of the respondents, and their mean scores. The respondents
agreed with most of the factors that can help remedy cost overruns in building construction projects. These
factors include application of project management scheduling tools (X = 2.68), working strictly within the
scope originally planned for a project (X = 2.60), planning projects properly before the commencement of
project execution (X = 2.58), selection of contractors with adequate experience and the financial ability to
handle building construction projects contracts (X = 2.33) and ensuring that communication gaps do not exist
between the stakeholders of building construction projects (X = 2.35). The respondents disagree that adequate
money has to be available before project implementation is commenced. All these findings agree with the
information revealed in the literature review.

Table 5: Distribution of Respondents according to the factors they consider as the remedy to cost overruns in
building construction projects delivery in Nigeria.

Remedy of Cost Overruns Strongly Agree Disagree Mean Remarks
Agree (3) (2) 1) X

Use of good project management scheduling tool 70(210) 28(56) 2(2) 2.68 Agree
Staying within the scope originally planned for the 65(195) 30(60) 5(5) 2.60
project Agree
Proper planning of project activities before 62(186) 34(68) 4(4) 2.58 Agree
commencing project execution
Ensuring that adequate funds are available before 22(66) 23(46) 55(55) 1.67 Disagree

projects are started

Selection of contractors should not only be based on
lowest bid, but also on experience, financial capability 54(162) 25(50) 21(21) 2.33 Agree
and expertise

Ensuring that there is no communication gap between
the professionals, the contractors, the clients and the 45(135) 35(70) 30(30) 2.35 Agree
technicians.

Source: Field Survey, 2017

V. Conclusion And Recommendations

The study examined the causes and effects of cost overruns in public building construction projects
delivery in Imo State Nigeria, by building construction projects stakeholders that include professionals, the
client, the contractor, the technicians and the maternal suppliers from randomly selected Local Government
Areas in Owerri Zone of Imo State. The result of the study indicated that 80% of the respondents were male and
80% of them also were married. A greater percentage of the respondents (54%) are within the age bracket of 26
— 35 years. About 85% of the respondents are educated; this shows that the respondents were knowledgeable
and therefore would not have problem with understanding and interpreting research questions. The respondents
agreed that cost overruns occur when there is an underestimation of actual cost during the budgeting of the
building construction project. They also agreed that cost overruns occurs when cost escalation occurs due to
factors such as inflation , and when construction projects are not completed on time, within budget and with the
appropriate technical or quality performance. The causes of cost overruns as agreed by the respondents are
difficult in obtaining construction materials, deficiency in prepared cost estimates, unexpected subsoil
conditions, problems in finance and payment arrangements, among others. The effects of cost overruns on the
building construction industry and on the Nigerian economy in general agreed by the respondents include added
cost over and above those initially agreed upon by the client, less return on investment on the part of the
contractor, and higher prices or rent to the end user, tarnishing of the reputation of the professionals and loss of
profits for the contractor. For the construction industry, the respondents said project abandonment and drop in
building activities are the effect due to cost overruns. For the nations, the respondents said that decrease in
property/service production and also decrease in rate of national growth are the effects due to cost avenues.

To help reduce or prevent cost overruns from occurring in building construction project delivery, the
respondents agreed as follows:
(@) The professionals should apply project management tools in their project delivery;
(b) Both the client, the contractor and the professionals should strictly work within the scope originally planned

for a project;
(c) Project should be planned properly before the commencement of project execution;
(d) Only contractors with adequate experience and the financial ability to handle building construction projects
can be awarded contracts.

(e) Communication gaps should not exist between the stakeholders of the building construction projects.
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Finally, the respondents are of the opinion that, even though money is very essential in project delivery,

adequate money does not have to be available before project implementation is commenced. If all these
remedial measure are taken into consideration by those involved in building construction project delivery, it will
go a long way in contributing to the solution for the problem of project cost overruns in Nigeria.
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