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EFFECT OF CONTRACTUAL RISKS ON BUILDING
CONTRACTS IN ABUJA, NIGERIA
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INTRODUCTION

Wisk bs iwrnd in all Bsavian endoayviors and cossiractim projgols ane o exeoplion as ey
invalve piiviiies thal e o fo difTerent type of riaks JOygunsanmi, o & 20017, Whis
comparing codstountion idasiry so other indusiries, it is subject o nsk asd uncortsisty dee
s the wskque Realures ol ansirectim aolivities (Smits, 0000, Praojoct activities are also
caried vl by dillsest oo el each of Ui aotivites has (s own dik, el resills lis
cuniriilatod assooiaied risk for e projest (AL Sobiol, BE8E Waseob of @l (20017 opined i
s afleon comsimuciion wiee negatively and eeusing oo ik peduciion psweses s
importast,  Hemoves, it has ben eriticlzed Bor s gxpensive and wasteful silure, |ow
prrvahuntivil y, spuabity prohlen esd progal delay, o measons for all thew are as varkl,
diverse unil vomplow as e products of B industsy el The proodes of developeg o
gt oo issdtal dnvestmest appribeal s complition esd b ase s comples (Flansgin
il Mormman, 2N,

P'raject Managesnent lesiliae {PW1H{200T) and A for Project Managemaent (AFM)
AT, elines vsk m an wseestain @il ar eamdites tial, i 8 socurs will have siher a
il af nogative alfect s the ahjectivg, which o aaslly oo, dme. soopss and quality
.

Fresious pesneh oo coniraciusl sisks i consimetem progecis fogussd on riaks
idenibilieation, lnsgeict ol riaks on progect delivery, ssd dsks nsanagensenl stralegics n pubhc
pevvate partnerslilp progects (Al of al, 2007 vieer s e, J008; Makul o el 2008,
Flwaun @l 2005 U, 0 boeg, LR Thonsis andd Bone, 0020 Abk-Babar and Crandall,
155, Raltary, 1990,
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It has Beccene impesative tn eritically addeess the Detees that inBueios eontrastial Hiks oa
Dullding onbrct in Absaja, Migeris in ander i ascerais mod just their soaoes bl sl their
dbegron o iniensily oo sevesity. T nesearch wistk s s Dilbed o esity lgices thal
affect comtractual risks on beilding contracts and e i linile undessndisng of ihe
Implication of these Teiees as they infBuenee eontraeiual elaticeship betwees parties
coilznet as il relates 1o their ohligatkoms asd dutis witsin ihe conflnes of eomtmcts, Henos,
Wi Tivimass sl s bl is b ommiing Dhe offeet of contmiul risks on buildisg contmass with
A i suggesling stralegles R psinimicing Hoebibood of cooamose of the risks Tigioes
I ety s b thds i, 15 pesenidal sk osars were deniified droen stndard o ol
contznets ani ohjective s 80 compare the level of svanenes of various contmetal Hiks
v ool aind oo inaitios Birms in Abuja, The livpothesis of the sisly which js
livw with the olyertives statas that the penepdion of conselting sl constiustion A on he
Tl o wwinneniss ol contrsciual pisk Dk does not il Ter sgsilioanily,

Risks in Construction Projects

i ix @ challengiing ooswepl s define, undosstand sl ul Iy e o, This s
rinarily Because sk oflen sneans diffevent thisgs o di e poople. Historiclly, tisk bs
ahefined as the possibiliy tha U auiual g vanable amd ihe cutcomes may vary fiom thise
ariginally etimased (Cornelo af al |95, Rensenyl aral, 1998 This splies thal the exsest
ail thie possdhle dilTerenen betueos the aotaalitios asd esptsd valie rellocts the magsiude
ail e bk, Aldihough the vweord 'isk” (s usually used in the sonlest af & posential laeard o e
posalbility of an unfoetwsie cuteome resdiing Fom e gven acson (Comein o al, |90
intrinsieally risk may b elthor posdiive or nopasive

It i construction s been the objeot ol attlentices beouse of dme anid ol avennes
wsscaziinlid el onsivuction progects, Adiliagh, Pocie (951, Bealoy (IR 1aml Ferry wesd
Hayes {1983) have exprossod nak as an expossed in economse less ar gain ansing Tom
Involvemest in the eonstruction process; Masoan (19737) and Moaveswadeh (19701 have
repasilod this as an exposure 1o ks ooly, But Builded (PORT) in s work deseribes risk in
relitiinn o oo irastice s & varkable in the proeess ol s sonsinetin prgect whess viaton
resulis in unceraisay as b ihe ol oos), dumiics sl guality of e progec),

T durvelegpenent of o commtnestics peoject |8 Traught with encemious tisks this s due o ihe
unlquessss of overy project. the wsentalites intoducad by e profect sakehaliden,
statutory o fogulasary pootoonls and other s ed ourinsie constraints. The gossiral
ciMisaang in oarenl literabae i the Deli ol nsh mesigesenl inoorpsorses D oone seps
In et prrcsess o nsk s gosnent {Thowss and Booe, 30603, Al-Bahar s Crandell, | 5595,
Ieallery, 1565, Thase are:

¥ Ibink ihentilieation
W, Ik analysis
I, sl responan
e Il moniioging

Siaien carmed onil By Akissoye and Milood (9070 Clatn) 20075 Omukwka e al (2000
il Tavg | B0 ladantifies] soene risks contraeton ase commaonly axposed (o whils oveculisg
cottsacts. Thase ke ane grosped (o Cantraciual, Poligioal, Perfeemance, Faanolal,
Tevhnbeal and Enviresmental risks

O e abi meniioned classdlbeniions, contrmeiual dds have boon recopnieed Bom
liermiure w0 have e ruml ml-.-mu weemsiquences on e succeslil completion af
coiatnaciion, ﬁhhhfl ﬂﬁ revanled that “mere pressramy e ﬂ.ﬂ
conmnchal ridk mmn‘ ' ecause Contracraal ricks are pesociated with flwny
i dlocuivenis, isippropriite dosunsents, o impoper oonacusl  elaknshipe The
copasipueseas of this ik ave cladns and dispote, disrupiisg ol vk, sepgpages of wark, lick
al e orsition, delays msd inflated comas (Bulliied, 9871 Contrsciual faks and gl lousd
i bt e sl encenssered by coniraciors froen the ssudy of Olaiun]h {3007) Hedound sut
that “Contracts are montly tresched in of parties not the teemms o the
contnct b atated in the Standard faems of camiract”, tharsly resulting b= project
dhurativn estenshion o aihiwle,

T Bolloswing in Tabde 1.1 are potential risks liesors deass from (e clauses in the sandard
fesma ol bullling contravis that pelate so e purtios o the contrel in respect ol iheir
aibligations and duties that ookl sl contrastual Dk
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Stakebolders Percepiion on Contractual Risk

Awcording so Ctlusan and Hasisaradn (3001), as soon as il elient and i coniracior have
wigned o contract ey have saken on bivand risks, Theis awarcesss of tse risk, anid the sieps
Sy hawe taban o missimioe hedr s of ghe rik, will detanisine e Miebibood of a poobhan
ewiating Bisks s speosd theough the whole prsect ke owle and tsiny risks ssour il
mrwine 1l van prhse, wih e oomnm iom stigse o e sy sy plise, s cone ludid s
eliwnts from e lemibiliny phase onwards i odidress pesential risks in s, and contmeion
with pohusl eoistniiion and managemess Kiowledge mist be enployed sarly s ke sound
proparstion e carying oul s, oificlent ssd gualiny constnacton aetlyitkes (fou di al.
o) And risks are dnherent is consiuction production comgeeents which sl
produifon eost and ool project cost (A1Muesnani, MR Project aciiviths oessene
resinees durding production of exeoution aid the successes of any |1mm.'| I atir i o e
atdegaite provisien of the seoessary resouroes anid are wajor consdemtions the contrmcion
et Lt abiarieng perchngs (W anmsanse, 2O006; Chnukwebe o sl B0, Clikars, J00K: [Eahms ¢l
al. 25,

Provhuctios cost comsiisubes o mahor aspect of U cverall costciion projeet vost, Burieln
anil Miselan ¢ 18RFT) anner sl minsl o s consimciion s experioss ol = o esecution phse
with ihoul B percent i commaned while e remaliing |3 pereeni goes Bor nsanagemaent and
supervishee. Plndisg (rom [hralisn od al, {30007 asd Skoylos | 3000) rovealodd that matesials
apwint lor S0:68% ol the total project sl in eanstmston projocts whilo Ssslank of al,
(20047 arwl Bloess g al, (20030 opised that Isbour costs comprise M1% o 30 % of ovemll
prget comd, The costracsans amd comsuliaiis have son glven sbequase atsention i evalume
the sk Baaiors asscaiied] with prcabectice oosl ostivsio and B i one af te magor mason
wliy the evarall pregect cosls are baixlly stable s the constsuction indusiry | Fenm el anid
Adipiha 26183,
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Tt by ol Brusanuel sd Anjiba (2005) shows that these B oo sigadlicant diflanence
etwienn the picopion of contrm i sid oosaliants comeonming i sk Do in boilibisg
e, which admit @ high hevel oF agreensn between the perceplion of asisicions and
copsiliants, Contosties s Cossalionis mast sk cospernitively rom the fesibaily sige
cawards %0 address petential ik in time, and comtractony’ robust construction and
el Kiiow lodpe i be cinghoyed oarly o make soand preparation Bar delivery ou
eficiant and dpuakity ovewirstion o { ki asd hnalis 2005

Iy il sl womviid vai by Aldnioge ol Molood (1097), e peroepiion of nsh by
cvpirmctins anid project mssgis in UK nevealed Bl contrmion pereelved sk as Ficions
wikeh can adverely alfect the successlul complation of o prsject in eems of budgel and
whodule which in thamsalves are ol slwaps ienitiflable, The Hkalilood of physical,
cibrmchual ar [ i more diffleult tian thase slliowed lor i the
e, s ol mamey, loss ol mp'.llulhn.uwhn.llmu ail i accidkenl poLurTing i pessEis
jrropeeny, i dhegeoe oF costalnty sl e inane|sl cbsgeiives for cack particulsr progeci will
e e hlevedd andd the extes 80 wlisch sk Toetess can be guantifed at bl siage and moniisred
clomaly, Tender o oomeuse perlensanie nadstakes loading s qualily wsderperioanimnie, eosl
vt e i fapsect oo all o thise fros o varfony of udoresoen oircuistasos ol while
Prrfanct minnagaers pareeive sk s ihe acil vighesoccurrences wiich iadisionslly aee liely (or
i i dogeoe will happen) so happeen, sed s have me advare ofTeet ugee poograivens
amblos cosl, uncerisinty with regard 0 events and tseir elfeeis which alfevis tee project
milecEnd in lenes al illnl Hivw, MIII]’ anl any other rlevant peribimance msiln el
il b o

Al g all, {3012 diseoverod that Costraosars pereeive riak as s liosars that jeopanbice
thedr ahibites i meet prodedined progeat seope, cost and tene and ks are depiod m asy
event thal his o negabive olfeet o i oporations, Sy slso ddentified sight paoje
wilicdulos, sivurate esimating, posd poject sEgemenl, oaren  ompeeie,
inmequase safiely mwanins wed el operatkonl, ubcosaractsry sl
eaneasive Busnaucracy s risk Bawions while pesforming contracts is the Miger Delaa area In
Mipgiiia.

Furthesen i & sludy corsied ot s Palosting by Fashassd i al, (2HR), Comtracsan
pevoeivid Miancial Sibare and working o hot (daigoroes) aoms o be tho mosd ot
consisucilion tlaks Blliweed by Border closure while ihe lessi imporise nsh. fven the
contrecton’ i the sisk of new governmantal acts fallawsd by the risk of roched
il procass i building projecis is Palesting

It 1w vty pecognioed h s within the constaiion indusiry ane contissally Bl
wilh & vaetery of sisuabions fnvolving many unknown, unespeoed, Buquently sl
wn dflan vnpirediviskle Tacior (Foog, 198T), Ashlay {197T) and Kangard and Riggs | 1980}
hawe all agreed that these siuations are not Mmited 1o the sonsirctian industry; it s
rocoygeod That tisk (s bl inte ey comimeriel organisitios’s prolls steciue and is s hasde
Teamarw ool s Freer enlirpeise pystym,

In managisg consiruction project Haks, delesmising the iypes of progect nsks and classifying
i sl groups inowlich @ balongs i nr?umlmuul st i polil enable the
assansinl prvcess 1 bo caried oul lator an in determining the kvel af sach daks asd the
srverily effeuts of i dnoa prosect undertakings, Baily risk idestifiation ensums hal s
Mﬂ concenirwted in critical mreas, facusing the project tesm's stestion oa

respurees whese thero |s a psjes fak esposure, or wherd the greates) dime and cost sivings
can be nsirde hresagh strean lined progec managainenl,

Maiaging coemiruction proect riiks Boi the baginning will contsibute 1w early ik
reaponsn whire prokdens ae educed as they e idenifiod, it s e diflerent from e
trilivkomal apprsich i prosect mesgesnent whioseby tiskis e sespanded only whsi problen
o, b dn oot good as (0wl inear a ot od e and cost as well m effon

RESEARCH METHODOLOGY

A survay dosign sppevack wan employed in tsis sy with quantiisive data gathesed fom
responilosts, The sesereh pogralation constiuted repissered Quantity Surveyoss working (i
vt eompsinies asd Qssintity Surviying cossullisg Tans within Abuga, the Fdenl
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cagrltal lomioay, The rteeale Fr this slectim 18 dug e Bsie () invelvamant iy s
porepaiation of vabaitioe s paymaent erifioate, Abuja wis selocted for this sl y hivsee
i i ahe miniatmative hoadguamers of Migesion; i s aneol e meisopolitan ciiles in Migena
ahiat luis the Righaest population of buli eisnmaen prolesismls s e many ongilg
comstsuinn projocis

I vl 1o pasiaitee ogl oprossttcs oF cach of the idestifed grooaps'sicata i e
progmalation, stasilied resdom samplisg methed was adopied. T respandents were Ml
ewegntieed dnie diiTerent sinain befoew ey weme wlocied and pesdomly  sanspsed
wpvimlingly.

It b ehenr from Tabde | 5l the senple rene for the sy Inchuded: 80 Craniiay surveying
T il T gt ot i Frms misking ufh o lotal of D pespeadenle. Tliosd vale  180) wais
st so Pwily { 008 smviple siew computation. The vilue was reduced o misimam
ol Bl Y08 coniidence iniomval was selocied B the wruly, -uhlludn; |I|p| W1 s thwe iesdnbmm
sreniber oF guassibnnnaizes (s cun be admisisioned waihin s |

W "I'I:i-:‘- o quisnmsanrg  Loisl mimbee ol quiissnsir

Lwaindi 1y mirvoyiag N ] 4l
Comiragion {19571 Hegsimed ™ n

-

Reaied | NIR & FTHT 2008
T swllowciondd dlota wowo mliysad by ushing e dosonptive metbod (Mosi lom Seoee), Data
prrvsessdng wins dono with the abl oF Statisbical Package lor social soiencoes (SPS81 sofwane.
Tz WIS wins unadl o darposmine sl ghiod man avesnge of e ideni fed messared and i
prrumisa o dhecisiom lix e rankiog i Ul U feics with the bighess MIES is nnkid | amd
chers bm such subseguent desceniing cmler. I emles s deserming the statistical significant
dilleruneas hotweon moan of vences groa of respandents (Quantily Survepom), the 1.
TEST s w10 aiiialyse tie dilTerences, 1% level sttm hiod b 5 possiblo e fliscs s Ll
ool iwairenieas oF varions coniraa sl nsks svweg consaling el construction firms,

RESULTS AND DISCUSIONS

Perception of Coptractusl Risks Factors betwese Cousullisg and
Comstraction Firms

Tes whily eoenpase the paeeption of It il hsy N on dhe kel al
awaremis 0F various contrctsl risks an the beibding contet. A sotal af 3% sk oo
wone fdentified Hom lsersture w the oommon Tetoes il flueswe cootmeil isks o
Feaililinngg cvemnet. Tha eomauliing i constmtion e won diksd W el s lion
acenrding o ihe extent ey percel vidd the inlhasenoe of the Teetoes on tha keval of aw e,
T mean -llul e rank ol eaes facor were caleulased haswsd on the constiuessm amd
consulting flrm's parcepeions in Atuja and the revalt of the compariion b shous is Tabls 1,

T rosaali nl wher il yads sl im Tabde 3, Finilisg revealed i hased on il oossaliing
T erhal | ol it bl by wring was minked higheat wilh the
mnean seure 6l 4,475, fllowed by Assigming part of the work without consent and Impaosing
il subiesraosns with mwin sois o 4 HH and 4,228 mapeetinly, Delayieg s saing and
rospanding o isstactice, Dy in inferim payment and Delay is dssuing oo oetillosse
werne rankisd nead willn mean seons of 4, 201 A, S0 e 4025 mapectively, while Drawlings
il dlivisenenis ne nis dsaiid om dma, e s e aoope of wark and Delay n obiiiing
aceess iy st rankod seventh, elghib and sinil with mean seones of 4 1L A0S0 and 3973
sospeuiivaly, Cantract decumants wad other Sean the peeposs ol the contrast and [elay i
Tl paaymosst were U e tons rankod loast by consulting fimm with e sene i oo of
LTI8 bt liflierenon sinndand dundaskn neapectively, This indicates ihil ihese feeioo do no
v sdpmilicunt influsee oo building conteset in regand G e bevel of owareness, Oihir
[netees rankesd by the eonsulting e based oo their pesvepiions are between those ot
an shinwin fin Table 20, T ahiows that contrsetom peosvod Virhal isainesctsms sl hickad
by writing aid Assigniig pant of e work withoul consent e major Tsetss inlbeoe
cimbrmeivil risk om level of awarvssas wiich may evessually resuly o dispute, poor quality
ol weinrl, deliny el isnapion of work,
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Iy esridior o sampase e parseptions of sonstmction G s regand s lovel ol swsenes ol
cuilrwctul sk on bl dig comincts, 18 ik Boloms werne sl identilled o e essdve
lieriure wene runked by ihe consirucion fine based oo thelr percepiives of ihe level of
wvemruness oF conbmictuml risks oo building conirmet, The sesallof the il ysds b5 preseniod s
Table 4,11, The resulis revealed that Delay in lial payment wos resied e gt Tiosor
Infueiee contraciual rlsks on per bevel ol awasesess with mean wane of &00H, Ellowed by
Delay in fssaing el ceniflosse with mean soore af 4550, Deley in fsuieg eening
comilieite il [Nsorepancho in dmisdngs and specileationg were rasbel 3% md 4" with
misan woore of 4538 and 4478 apeciively. The Gt minked Tih and Hilh were
Imiweropanibes in -t P of Queantitos and Drawings and documeses see not sl on time
willl i woven o 460 and 4,228 rospectively, The Gmcior rasked least amaig the lctors
infagiiee contmsiual naks m g lovel of ewireness as glentilled (o tais study bassd o
cuistsiciivn fem pepeepiion is Uil or snmeslimbbe progrom of wor sl s sooee ol
2500, Oober Baosors rnked by U comsinsction (i Basid om thed perceptions an: betwiim
et enareimies as hawn in Table 208 The results lom Tabde 4,11 slvn indicale hai the
constrution B percaived Delay (o fnal paymant, Delay in bsuing Gnal cenificats and
Dl i dssuinng dndosion certificate, The resalss also antiomed i whon the foesial ool
al the project s med wligned with e peoject padlessne, 10 can lead o stoppags wisch has
Boirths et s e implication o s progec,
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Comparison of Perception of Contractwal Risks Factors batwees
Consulting snd Consiructlon Firms on the Level of Awareness
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DISCUSSION OF RESULT

T pesult Frm this saly on ceenparisen of Cestracnual Kldks Faetor between Cosmaliing
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CONCLUSIONS AND RECOMMENDATION
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