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ABSTRACT

Time and cost overruns are one of the biggest issues facing the construction industry
and affecting delivery in terms of time, cost and quality. Libyan construction projects
experience these problems, often to a greater extent than most others. This can be
attributed to both unexpected and expected risk factors that are not effectively dealt
with. A focus on control is therefore vital in order to improve the perfonng’nce of
construction projects. The chief purpose of this study is to explore and understand the
main characteristics of the Libyan construction industry (LCI) and its associated
processes and operations, as well as to identify the major obstacles constraining its
practices‘; It will also develop and validate a framework through whiéh to manage risk

- factors that significantly affect a project’s time and cost performance.

The initial proposed framework for the design of project cost and time control is based
on previous studies; other practices regarding control are derived from the findings in
the literature. The framework was reviewed and refined through iterative processes.
Semi-structured interviews with professionals in Libyan organisations were used to
investigate how costs and schedules of construction projects are controlled inkpractice
and to discover the reasons and related issues that affect the process of cost and time
control in practice. Survey questionnaire I was conducted to identify the major risk
factors causing time and cost overruns in Libyan projects. The framework for
minimising cost and time overruns was subsequently validated by the perception of the
profes;ionals (contractors, consultants and owners) involved -in the LCI who

participated in questionnaires II and III.

Both, theory and practice have been linked through the literature review and the
involvement of practitioners to develop a framework by which cost and time overruns in
Libyan construction projects can be minimised. It is envisaged that the developed
framework will lead to changes in LCI projects, since practitioners can be more
systematic in dealing with the factors leading to cost and time overruns. This will
further provide improved current practices in delivering better quality construction
projects that satisfy clients’ requirements and in which cost and time overruns are

minimised.
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1.1 Introduction

This chapter presents an overview of the research study. It provides‘a background to the
study, the statement of the research problems, aim and objectives. The chapter also
_ outlines the research methodology used in actualizing the research and then concludes

with giving an overview of the structure of the thesis.

1.2 Background of the Study

The construction industry is one of the most complex and inherently risky businesses
and has a very poor reputation for managing risks, with many major projects failing to
meet deadlines, cost and quality (Smith et al, 2006). Flanagan & Jewell (2005) note that
risk is not handled adequately, resulting in poor performance, increased costs énd time
delays. Libyan construction projects, in particular, experience these problems and often
* to a greater extent than most other countries. This can be attributed to both expected and
unexpected risk factors, specific to Libya, that are not effectively dealt with at various
stages of the construction process. Wells (1986a) states that the lack of an appropriate
approach to address these risks has led to lots of undesirable results in project execution,
particularly in thel Libyan construction industry. According to a report published by the
Libyan General People's Committee PGC (2003), 97% of construction projects
associated with the public and private sectors between 1991 and 2003 suffered delays
and had a high impact on project cost and time. During this period (which was Libya’s
blockade time) because of the UN sanctions against Libya following the Lockerbie
~ bombing in 1988, the price of construction materials (including steel) was very high and
many projects were stopped in anticipation of a return to old price levels, causing direct
delays. Contracting parties also created disputes between the contractor and owners,
which further increased projects’ cost and duration. Another report conducted by the
Public Committee of Project Monitoring and Follow-up (2004) in Libya showed that
time and cost overruns are a common problem in the Libyan Construction Industry
(LCI). Moreover, in early 2011, Libya was mired in political conflict with the
widespread popular protest against the Al-Gaddafi government. These dramatic events

~ imply that Libya will be faced with substantial challenges in terms of reconstruction and



reorganisation. There is an urgent need to modernize and restructure the country’s

construction industry.

The chief purpose of this study is to explore and understand the main characteristics of
the LCI and its associated processes and operations, as well as to identify the major
obstacles constraining its practice and operations. It will also develop and validate a
framework through which to manage risk factors that significantly influence projects’

time and cost performance.

In order to identify the major risk factors, the author reviewed and examined the causes
of cost and time overruns in various countries worldwide; These include Arditi et al
(1985) in Turkey, Amer Wahid (1994) in Egypt, Mansfield et al. (1994) in Nigeria,
Assaf et al. (1995) in Saudi Arabia, Mezher and Tawil (1998) in Lebanon, Al-Moumani
(2000) in Jordan, Ahmed et al. (2003) in the US, Koushki et al. (2005) in Kuwait,
Yakubu (2010) in the UK.

Most of these studies have been conducted over 10 years ago. This creates a need for
more up to date research and investigation to reflect latest developments. Some of these
studies have focused either on cost or time overruns, whereas these two are very much
related in the control of projects: the greater the time for completion, the higher the cost,
because delays mean more hours worked and more staff, plant, equipment, direct and
indirect costs, as well as potential claims between contractor and client and a greater
concern with the financing of organisations. Any study devoted to time control should

focus equally on cost control, which is the position taken in the present work.

The author has summarised and tabulated the most important causes of delays and cost
overruns in different countries by analysing the many previous surveys. The author has
collated these studies and investigated the 15 most frequent delay and cost overruns

factors in those countries’ construction projects. The outcomes are shown in Table 2.4

The quahtitative study for this research was carried out through the survey questionnaire
I in order to determine the factors influencing time and cost overruns in Libyan
construction projects. This stage of the research also identifies the methods used to

determine the times and costs of activities involved in construction projects.



Additionally, the study did not stop at the identification of the factors causing cost and
time overruns, but continued progress onto finding ways of mitigating measures for the
identified risk factors in order to develop a framework for minimising cost and time

overruns.

1.3 Statement of the research problems

There is a consensus that the construction industry is subject to more risk and
uncertainty than are other industries. The LCI has a poor image in the construction
market owing in part to its poor performance over the past few decades. Many Libyan
construction projects were, however, found to be completed at a much higher cost over
a longer period of time than the original plans allowed for (Libya General People's
Committee of facilities and housing, 2006). In 2007, a new boom took place in the LCL.
Billions of dollars were offeréd to rebuild the country and its facilities. For example, in
November 2007 the government announced plans to spend more than $123 billion on
public works over five years; more than $30 billion were allocated for the infrastructure
and housing sectors alone in that year. More than 500,000 housing units were planned

for the next ten years (ICS, 2009).

There are wide gaps in-knowledge about the LCI in terms of its management and
operations and there seems to be a lack of academically based research into the current
practice of project management in Libya. However, the available information relevant
to the LCI was very limited and characterized by contradiction. Therefore, new
regulations and policies are needed. For example, improving construction efficiency by
means of timeliness and cost effectiveness would definitely contribute to cost saving for

the country as a whole.

In order to improve the processes of the LCI, it is thus necessary to understand the key
factors affecting the construction industry and its associated operations: how the
industry is organized, how construction activities are conducted and what the major
obstacles constraining the industry's operations are. The present work attempts to

answer these questions.



Therefore, it was decided to cqnduct this research to fill gaps in knowledge of the LCI
through remedying the unclear understanding of the process of project control in LCL
The main purpose of this research will be to explore and understand the main
characteristics of the LCI and its associated processes and operations, as well as to
identify the major obstacles constraining its practice and operations. It will also develop
and validate a framework throughv which to manage risk factors that significantly

influence projects’ time and cost performance. .

1;4 Research Aim

The aim of the research is to investigate Libyan project cost and time control process in
practice and to develop and validate a framework to proactively minimise time and cost

overruns in Libyan construction projects.

1.5 Research Objectives
§ v

+ To examine the current situation regarding time and cost overruns in Libyan

construction projects

% To identify the major risk factors causing time and cost overruns in Libyan

projects

% To determine the current procedures of cost and time control tools and

techniques adopted by practitioners in the Libyan construction projects

+«+ To explore the perception of professionals (contractors, consultants and owners)

involved in the LCI regarding the important processes of cost and time control

% To establish measures that will assist to mitigate the causes of cost and time -

overruns in Libyan construction projects

< To develop and validate a project cost and time control framework.



1.6 Research Methodology

Because of the wide range of data collection, as well as the nature of the data required to
confirm and validate the situation, this study adopted a quantitative approach initially.
Nevertheless, qualitative methodology was used to complement that approach because
of its advantages — in particular, to develop a framework that will guide the practitioners
of Libyan construction projects to the successful adoption of project control. The
evaluation process of this study is based on combining qualitative and quantitative
methods. The researcher first adopted a quantitative approach using questionnaire II to
define partici'pants’ responses regarding their perspectives on mitigation measures.
Questionnaire III, however, was designed for open-ended questions to reveal qualitative
information about the project control framework to use the feedback of pafticipants of
questionnaire III to re-validate the developed framework elements. The descﬁption of
objectives of the study relative to the methods adopted and processes implemented in

answering the research questions are shown in Figure (1.1)
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1.7 Thesis structure

The thesis comprises four main parts. The first part is focused on exploring and
’ reviewing the delay and cost overrun factors in the construction industry. The second
part introduces the research methodology and processes, analyses the methodology for
the quantitative and qualitative data, and discusses the study's findings. The third part
includes the development of a framework for project cost and time control. Part four
includes the evaluation of the developed framework, conclusion and recommendation.

Finally, references and appendices are included.

The first chapter of the thesis presents an introduction to the thesis by providing the
background to the study and highlighting the statement of the research problem, the

research aim and objectives.

The author believes that the tasks needed to achieve the objectives must be split into
component parts and programmed within a reasonable time-scale. The literature review
process began by investigating project cost and time control processes in order to gain
insight into the structures and theories associated with risk in construction projects.
These theories and project control modelling approaches were thoroughly reviewed and
compared. The literature review’s broad scope was important in increasing the
researcher's knowledge of the research topic as well as in delineating the research

problem.

The general purpose of the literature review is to gain an understanding of the current
state of knowledge regarding the research topic. The present research examines what
other authors have written about project control, in order to develop a theoretical
framework for successful adoption and implementation of time and cost control in the
construction industry. The author has found that the literature is a fruitful source of
concepts, theories and evidence about construction project cost and time overruns.
Monographs provided a good introduction to an overview of the issues of importance in
project control. As well as online sources, most relevant information is to be found in

journal articles and international conference papers.

The second chapter provides a review of previous studies in this area, deals with the
problems associated with project cost and time, and then classifies the causes and

factors contributing to overruns in order to determine the most important of these causes
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in various building projects in countries worldwide. Chapter three takes Libya’s
demography and its economy as well as just its construction industry into account in
order to explore the main characteristics of the LCI and its associated processes and

operations, and to identify the major constraints on those operations.

The fourth chapter of the thesis provides justification for the primary research
methodology chosen for this project as seen in the chapter. It discusses several
methodologies, including the methods of daté collection. The research methods
considered in this study are literature research, questionnaires and semi-structured
interviews to develop a framework to minimise cost and time overruns in Libyan
construction projects. Data analysis is carried out using Statistical Package for the
Social Sciences (SPSS) for quantitative data and manually based on a systematic

process for qualitative data in chapters six and seven.

Theory and practice have been linked through the literature review and the involvement
of practitioners in an attempt to develop a framework for minimising cost and time
overruns in the Libyan construction projects in the third part of the thesis. The
developed framework was refined and evaluated and the proposed mitigation measures
were validated. This was achieved using the perceptions of experts in the Libyan
construction projects in the fourth part of the thesis in chapter eight. The conclusions
derived from the research study and recommendations for promoting good practice are

presented in last chapter of the thesis.

1.8 Summary

This chapter has presented an introduction to the thesis by providing the background to
the study and highlighting the statement of the research problem, the research aim and
objectives. This chapter also presented a brief overview of the research methodology

- and concluded by giving a structure to the thesis.



Chapter 2 Review of Factors
Influencing Time and Cost
Overruns in Construction

Projects



2.1 Introduction

Modern construction projects- do not allow risks and uncertainties to be dealt with at the
whim of project owners’ and contractors’ experience and intuition. Risk management is
therefore increasingly a prerequisite in the industry. All organisations face a huge
variety of risks including physical risks to property or people, failure of service de-
livery, financial loss, information maﬁagement and damage to the organisation's reputa-
tion. The import;'mce of risk management to the industry is expressed in pragmatié
construction project management methods to identify and remove risk factors before
dangerous situations are created. Risk management is not about predicting the future. It
is about understanding a project and making better decisions regarding the management

of that project in the immediate future.

Construction delays and cost overruns are fhe biggest issues facing construction projects
and affecting delivery in terms of time, budget and required quality. The characteristics
of delay factors and their level of impact vary from project to project, ranging from a
few days to years. They have significant financial, environmental and social impacts in
construction projects; therefore, it is vital to investigate the causes of delays and cost
overruns and analyse their impact. Although many studies have examined the causes
affecting delays and cost overruns in construction projects, they have rarely discussed

the common causes of such delays or cost increases.

Because of one of this study’s objectives is to identify the critical factors affecting time
~ and cost within the construction industry, this chapter starts by outlining the concepts
involved in risk and uncertainty. It then reviews previous studies in the area of time and
cost overrun of construction projects, presents the problems associated with‘project
costs and timings, and classifies the causes and factors contributing to overruns so as to
determine the most important causes of delays within building projects in different

countries.

2.2 Different Definitions and Perspectives on Risk

The word “risk” originated from the French word “risqué”, and began to appear in Eng-

land, in its anglicised form, around 1830, when it was used in insurance transactions
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(Smith, 1999). Risk is a multi-faceted concept that differs according to viewpoint,
experience and attitude, which is why it has several meanings and definitions.
Contractors, engineers and designers conceptualize risk from the technological
perspective, developers and lenders see it financially and economically, and chemical
engineers, health professionals and environmentalists view it through the lens of

environment and safety. Any concept of risk can thus be uncertain or variable.

The majority of English dictionaries define "risk" as the hazard or danger of something
that may have unlikely outcome, or as the probability of an inconvenient incident
depending on the circumstances. The Oxford English Dictionary defines risk as danger,
hazard, exposure to peril or mischance, and also as the hazard of commercial loss. The
Oxford Advanced Learner’s Dictionary (1995) describes risk as the “chance of failure;

the possibility of meeting danger or of suffering harm or loss”. (Hornby, 1995)
Many researchers have attempted to define risk. Among them are the following:

% “The probability of occurrence of some uncertain, unpredictable and even
undesirable events that would change the prospects for the profitability on a
given investment” (Kartam, & Kartam, 2001)

< The “exposure to loss/gain or the probability of occurrence of loss/gain
multiplied by its respective magnitude” (Jaafari, 2001)

< The “possibility that events, their resulting impact and dynamic interactions may
turn out differently than anticipated” (Miller and Lessard, 2001)

% “A situation where the future outcome is not known with certainty, but where
the various possible outcomes can be predicted from knowledge of past or
existing events” (Ejinimma, 2004) ' _

%+ “The chance of an unfortunate event times the cost if such an event occurred”
(Hubbard, 2009)

% “The threat or possibility that an action or event will adversely or beneficially
affect an organisation’s ability to achieve its objectives” (Burtonshow-Gunn,
2009)

“A combination of the uncertainty of occurrence of a possible outcome from an

%

*

initial event and associated positive or negative payoff of the outcome on our

intelligent agent with respect to achieving its goal(s)” (Yaxin & Williams, 2010)
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The possibility of loss or injury (Rounds & Segner, 2011)

Construction involves working with dangerous materials, tools and equipment, which

makes it risky and depends to a great extent on workers, which entails a great deal of

variability that results in an entire class of performance risk. Cretu et al. (2011)

conclude that risk represents an uncertain outcome.

Many organisations have also attempted to identify the meaning of risk
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The UN’s approach is distinctly techno centric: “expected losses of (persons
injured, lives, economic activity disrupted and property damaged) by reason of a
severe hazard for a given region and reference period” (UNDHA, 1992).

“A combination or frequency of occurrence of a defined threat or opportunity
and the magnitude of that occurrence” (The Association for Project
Management, 2002).

“A significant uncertain occurrence... defined by the combination of the
probability of an event occurring and its consequences on objectives...the term
“risk” is generally used to embrace the possibility of both negative and/or
positive consequences” (the UK’s MoD Risk Management Guidance, 2002).
“Risk is the possibility for realisation of unwanted, health, property, adverse
consequences to human life, or the environment; estimation of risk is usually
based on the expected value of the conditional probability of the event occurring
times the consequence of the event given that it has occurred” (Society of Risk
Analysis, 2003).

That recognition of both positive and negative impacts resulting from risks is
echoed by the Project Management Institute: “an uncertain event or condition
that, if it occurs, has a positive or negative effect on a project’s objectives” (PMI

2004).

Furthermore, the parties involved in a construction project all view risk from their own

perspectives. Clients or financiers are concerned in a broad way with how possible

changes in estimated costs, benefits and timing will affect their rate of return.

Contractors have similar concerns, but might see risks as relating to maintaining short-

term cash flows and maximizing long-term profitability. Professional consultants view
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project risks from the point of accurate fee estimates, good management, prompt and
full payment of fees, costs of uninsured risks and the future costs of insurance
premiums. In the construction industry, great risks can lead to catastrophe as time and

cost overruns turn profitable projects into loss-making ventures.

Risk, seen as chance, can sometimes be viewed as advantageous, as long as it is allowed
for (Mills, 2001). Generally, it appears that there are two options by which risk is
determined:

% Risk is an umbrella expression with two dimensions:
» Opportunity, i.e. risks with positive outcomes
» Threat, i.e. risks with negative outcome

<% Uncertainty is the "overarching" term with two formations:
» Risk, i.e. uncertainty with negative outcomes

» Opportunity, i.e. uncertainty with positive outcome. (Hillson, 2002)

Aven & Renn (2010) state that definitions of risk have the following properties:

% They accommodate both undesirable and desirable outcomes
< They address uncertainties instead of probabilities and expected values

% They are not restricted to specific consequences and quantities

Basically, construction risks can result in:

~ % Failure to keep within budget
. ¢ Failure to keep within time schedules

% Failure to meet the required quality

14



2.3 The Distinction between Risk and Uncertainty

Construction practically never operates under conditions of certainty. Chapman and
- Ward (2002) define uncertainty as “a lack of certainty; involving variability and
. ambiguity”. Winch (2010) state that “it is the absence of information required for the
decision that needs to be taken at a point in time”. Aven & Renn (2010) see it as the
difficulty of predicting the occurrence of events and/or their consequences based on
incomplete or invalid databases, possible changes of the causal chains and their context
conditions, extrapolation methods when making inferences from experimental results,
modelling inaccuracies or variations in expert judgments. According to Cretu et al.
(2011), uncertainty poses project management a particulaf set of problems, as it can

potentially affect outcomes for ill as well as for good.

The expfessions “risk” and “uncertainty” can be applied in different ways, and it would
be useful at this stage to clarify the difference between them. From the above definitions
of risk and uncertainty, it can be seen that there is a difference between the two. Risk
and uncertainty are distinguished by Merrett and Sykes (1973) as follows: “uncertainty
exists when there is more than one possible outcome to a course of action but the
probability of each outcome is not known”. Uncertain events are random events which
defy prediction. Risk events can be managed; uncertain events cannot. It should
therefore be a fundamental rule of risk management to reduce uncertainties to a
minimum. Although in a practical situation, the distinction between risk and uncertainty
is not critical, fhe concepts of risk must strictly reflect the realities of a decision
situation. For example, the change of a government's policies may not be a risk to a

Western construction firm, but it is an uncertainty.

2.4 Construction Risk

Flanagan & Jewell (2005) have suggested that, in relation to cost and time, the
construction industry is, perhaps more than most, at particular risk. They note that this
risk is not dealt with sufficiently, resulting in poor performance with increased costs and

time delays. Indeed, many construction projects are faced by scheduling problems,
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causing them to overrun their predetermined due date and cost, because delays mean
more hours worked and more staff, plant, equipment, direct and indirect costs, as well as
potential claims between contractor and client and a greater concern with the financing

of organisations.

2.5 Concept of Time and Cost in Construction Projects

The purpose of time and cost calculations in the construction industry is to ensure that
projects deliver on time and within budget. Construction professionals around the world
pay attention to time and cost overruns in projects; their likely query is: “has the project

been finished and delivered on time, within budget and to the specified quality?”

The construction industry has a generally poor reputation in terms of delivering projects
to cost and on time. Kartam & Koushki (2004) find that most construction projects
experience cost overruns and time delays during the construction stage. According to
Murray and Langford (2003), the factors leading to failure in construction projects are
budget (cost) overruns, lack of value for money, Vfailure to finish on time and poor
quality of work. Turner (2006) suggests that time and cost control are inherent elements

of project management.

Because the ways that processes, timings and costs of construction projects are
controlled differ from one organisation to another, many researchers state that time and
cost objectives in any construction project involves dealing with specific problems and

risks.

2.5.1 Project Cost Considerations

Project cost is defined in various ways. For Kwakye (1997), the total project cost is the
client’s total expenditure on the project, which is the sum total of factors such as land
and construction costs, interest charges and fees. Hendrikson and Au (2000) maintain
that “the capit’al cost for a constructibn project includes the expenses related to the
initial establishment of the facility: planning and feasibility studies, land acquisition,

architectural and engineering design, equipment and labour, construction (including
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materials), and equipment and furnishings not included in construction”. According to
Lock (2007), every project should be controlled against detailed cost budgets so as to
ensure that the expenditure authorised in its contract or charter is not exceeded. Zwikael
& Smyrk, (2011) define a project’s cost as the outlays required to purchase resources
for the project. Generally, a project’s cost depends on its size, type, form, location,
complexity, level of specification, tendering climate, predicted inflation, risks and
procurement method. It can be concluded that project cost is the amount of money that
is required to 'complete all project activities. It concluded that the cost of the project is
influenced by:

* specifications of the end produéts such as levels of performance, quality, and

reliability
e compliance with governmental, institutional, or internal standards

e technical requirements such as the need to upgrade computer hardware, and

administrative needs including a company’s financial policies

% The Project Cost Estimate

For a detailed project, a budget or cost plan and cost estimate are usually prepared as
soon as the design has been finalized. The aim of a cost estimate is to give an indication
of the possible cost of the project. Cost estimates fall into two groups:

. o Unit methods of cost estimafe

These unit costs are extrapolated forward in time to reflect current market conditions,
the project’s location and the particular character of the job being considered.

e Element cost per square metre - GFA method

In this method the element cost is divided by the gross floor area (GFA). This gives the

cost per square metre of GFA.

+ Project Cost Overrun

Cost can be used as an indicator for project control performance. But cost estimates in a

project are revised at various stages to improve their accuracy; after every such revision,
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they invariably increase. According to Choudhury (1988),’ “Cost overrun, the expression
which is used to represent the variance between the original sanctioned cost and the
final cost incurred, would then provide no indication of managerial performance”.
Jackson (1999) defines cost overruns as the difference between the final contract

amount and the original contract amount divided by the original contract award amount.

Cost overrun = Final Contract Amount — Original Contract Amount
Original Contract Amount ‘

For Choudhry and Phatak (2004), cost overruns are the difference between the original
cost estimate and actual construction cost on completion of commercial sector
construction projects. Cretu et al. (2011) defines cost overruns as the difference between

the low bid and the actual incurred cost at the time of construction completion.

2.5.2 Project Time Considerations

Various definitions of project time have been given. According to Clough et al. (2000),
project time is the completion of the project on the interim completion dates required for
phases of the work, or the date stated in the contract. Sunny and Kim Baker (2000)
define projeét time as the period needed to finish the work starting from location until
completion, while for Kerzner (2009) it is the period from the beginning until the end of
the work. Estimating the time of tasks is of great importance. Unfortunately, this is like
trying to predict the future. It is only a guess, but there are better ways to guess than
others. It should be obvious that the actual 'project time has to match or improve upon
planned progress. All significant stages of the project must take place no later than their

specified dates so completion occurs on or before the planned finish date.

% The Project Time Estimate

There are several methods that can apply to make guesses or estimates of the project -
time as accurate as possible. They are as following:

e Depending on records of preceding project paperwork or files.
¢ Trying to find similar project that has been completed.

e Secking expert opinion, this should be used whenever possible.
18



% Project Time Overrun

The meaning of completion may also differ from project to project. How much time a
project eventually takes and who has contributed to overruns are questions that no one
can answer without undertaking research. According to Trigunarsyah (2004), time
overrun is the extension of time beyond the time estimated as stipulated in the approval
contract or planned completion dates traceable to the contractors. Badiru (2009)
~ suggested that time slips away too easily and is irrecoverable. If time is not managed
effectively, a project that has a fixed term for completion cannot succeed. Managing
~ time implies eliminating inessential activities from the project’s schedule. In summary,
time overruns are the extra time taken to finish the project over and above the time

schedule; these overruns are caused by both external and internal factors.

2.6 The Time-Cost Relétionship

The relationship between cost and time has been explored by many studies over a long
period of time. Since the late 1960s many researchers have explored the apparent

relationship between the duration of a building project and its price.

Recently, many researchers have turned their attention to long-term trends in the
relationship between time and value, developing models that allow the rapid forecast of

project duration using only the budgeted cost and current cost indices.

Bromilow (1969) identifies the relationship between project cost and time as
T = KC5

Where

T is the actual construction time in working days
C is the cost of building in millions of dollars
K is a constant-characteristic of building time performance in Australia, and

B is a constant-indicative of the sensitivity of time performance to cost level.

Extensive use has been made of Bromilow’s time-cost model (the BTC model) in
estimating project duration. The model indicates that a construction project’s duration is
basically a function of its total cost. It provides a basis on which all parties concerned
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with the construction process can establish a fairly accurate probable duration of a

project measured in days, giveri the estimated cost of the project.

Since Bromilow (1969) first présented the relationship between é construction project’s
cost and time, numerous studies have been carried out for civil engineering and building
projects around the world. Bromilow & Henderson (1977), Bromilow et al. (1980,
1988), Walker (1995) and Love et al. (2005) calibrated the BTC model in Australia.
Kaka and Price (1991) studied the model in the UK, Chan and Kumaraswamy (1995)
and Chan (1999) did the same for Hong Kong, Chen and Huang (2006) for Taiwan,
Chan (2001) and Endut et al. (2006) for Malaysia, Ogunsemi and Jagboro (2006) for
Nigeria and Hoffman et al. (2007) for the US. Le-Hoai et al. (2009) attempted to fit
experieﬁtial building project data for the BTC model in Vietnamese construction

projects.

Bromilow (1969) and Walker (1995) find cost to be a key determinant of time
performance in Australia. Ng et al. (2001), after refitting and testing the BTC model
with a new set of data, compare the findings with previous Australian studies and found
that the length of unit construction ‘time changed over time. They conclude that there
was an improvement in construction speed over the three decades from Bromilow’s
1969 study. Love et al. (2005) perform an analysis with a data pool of 161 building
projects between procurement method, project type and project duration, and suggest

that cost is a poor predictor of time performance.

Kaka and Price (1991) apply the cost-time relationship to civil aﬁd building projects, A
concluding that the BTC relationship remains the same but the constant of the equation
changes with the type of project. Kumaraswamy and Chan’s (1995) conclusion from
their survey of housing, building and civil engineering projects in Hong Kong
construction projects is that both types of project can apply Bromilow’s model. A study
in Hong Kong by Chan (1999) showed that the relationship between cost and time is a
suitable tool for construction practitioners in both private and public projects. Between
the late 1980s and the early 1990s, Chan’s (2001) similar investigation of public sector
projects in Malaysia presents an applicable BTC model. Endut et al. (2006) finds that
there is no evidence by which to recommend that all project parameters follow the BTC

model.
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However, Ogunsemi and Jagboro (2006) suggest that Bromilow’s model is not suitable
for Nigerian construction projects; they therefore seek better predictive abilities by
developing an improved piecewise model. Chen and Huang (2006) confirm that only

private projects follow the Bromilow model.

2.7 Review of the Causes of Time and Cost Overruns in
.Construction Projects

Delays and cost overruns in construction projects are a common problem in the
construction industry. The extent of these problems differs significantly from project to
project, but they are especially severe in developing countries. None of the systems and
tools that have been developed to permit successful project delivery and none of the
attempts that have been made at improving construction development, have prevented
many construction projects from accruing a shameful history of project cost and

delivery.

Arditi et al. (1985) carried out a questionnaire survey of contractors, investors and
public agencies that undertook public projects in Turkey during the period 1970 to
1980. The most important variables causing time and cost overruns they identified
included increased wages, material prices, intermittent inflation, problems obtaining
construction materials at their official unit prices, delays in public construction such as
inflationary environmenté, inaccurate cost estimates prepared by public sector quantity
surveyors, security problems at work, workers' health problems, difficulties obtaining
construction materials, delayed monthly payments by public agencies, contractors'

financial difficulties, shortages of construction training, contractors taking on additional A

jobs, and shortages of skilled workers.

Amer Wahid (1994) posted a survey of the factors involved in time and cost overruns in
Egyptian construction projects to consultants, owners and contractors in construction
projects, finding that the common causes were design modification during construction,
lack of finance and payment for completed work, poor contract management, shortages

of certain materials and sub-contractors and material supplier problems.
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Mansfield et al. (1994) identified 16 main factors causing cost overruns in Nigeria,
including poor contract management, delayed payment and financing of finished
projects, deficiency of construction materials, imported plant items and resources,
nominated contractors, subcontractors and design changes. The main variables affecting
time overruns included price ﬂﬁctuations, incorrect price estimates, work delays and

extra work.

Assaf et al. (1995) outlined 56 common causes of delay in large building construction
projects and their relative importance in Saudi Arabia, finding the most important
factors to include preparation and approval of drawings, delays in contractor payment
by design changes and owners, cash problems durihg construction, the relationship
between the contractors, slow decision-making processes, labour shortages, design

' errérs and inadequate work skills.

Mezher and Tawil (1998) conducted local interviews with Lebanese owners, contractors
and architectural and engineering firms, identifying the main causes of delay as
materials, equipment, financing, manpower, changes, project management, government

relations, site conditions, environment and contractual relationships.

A more extensive study conducted by Kumaraswamy and Chan (1998) identified the
factors concerned in construction cost and time overruns in Hong Kong from the
contfactors' point of view to be lack of design details or delay in their provision, waiting
for approvals of drawings, discrepancies or mistakes in design documents, unexpected
obstacles on the ground, poor supervision and management in the site, slow decision-
making on the part of project teams and professionals, client-initiated variations,
essential variation of works and poor contractor experience. The study suggests that
identifying the major factors involved in time and cost overruns will enhance a project’s
performance. The accepted parameters are client satisfaction, completion to time and
within budget, compliance with established quality standards and completion without

accidents.

Al-Moumani (2000) carried out a quantitative analysis of construction delays by
examining their causes in 130 public projects in Jordan from 1990 to 1997. The study

presented regression models of the relationship between actual and planned project
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durations for different types of construction facilities. He found that the actual costs
exceeded the original contract price by 30 per cent, with the common causes of delay in
construction projects being poor site conditions, user changes, economic conditioﬁs,
weather, late deliveries and increase in quantities. The study recommended that special
awareness of these factors will help industry consultants minimise contract disputes.
Time overruns are closely related to ineffective contractor performance, and indeed to

contractor failure.

Koushki et al. (2005) personally interviewed 450 randomly selected private residential
project owners and developers in selected Kuwaiti regions, and arranged the main
causes of delays he found in order of importance: changes in orders, owners’ financial
constraints, owners' lack of experience in construction, weather, labour and contractor- -
related problems and material-related problems. The main causes of cost overruns in
construction projects were (again in order of importance) contractor-related problems,
material-related problems, financial constraints, changed orders, weather and labour

constraints.

Assaf and Al-Hejji’s (2006) survey of time performance in Saudi construction projects
found that only 30 per cent of building projects were finished on time, and that the time
overrun was between 10 and 30 per cent. The study listed 73 causes of such overruns,
cohsidering the importance of different causes from the viewpoints of owners,
consultants and contractors. The main cause of time overruns recognizéd by all parties

was “changing orders™.

Sambasivam and Soon (2007) identified the main factors leading to delays on
Malaysian construction projects: the contractor's inadequate planning, lack of
experience, and poor site management, problems with sub-contractors, inadequate client
finance and delayed payments for completed works, materials shortages, labour supply
problems, lack of and failures in equipment, lack of communication between the parties
and mistakes during the construction stage. The study concluded that time overruns in
construction projects were a main problem in Malaysia, and recommended that

strategies to deal with the delay be urgently developed.

Kaliba et al’s (2009) study of Zambian road construction projects identified scope

changes, bad or inclement weather due to floods and heavy rains, strikes, technical
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challenges, schedule delays, environmental protection and mitigation costs, inflation
and local government pressures as the main causes of cost overruns, while time
overruns were caused by contract modification, delayed payments, material
procurements, financial processes and difficulties on the part of contractors and clients,
poor conditions on site, economic problems, changes in drawings, unavailabiiity of
equipment, poor supervision, staffing problems, construction mistakes, changes in

specifications, and labour strikes and disputes.

It is obvious that most of the existing studies about risk factors concentrated on
developing countries. However, very few studies existed thai focused on developed
countries like the UK. More recently, Yakubu (2010) conducted both a quantitative
analysis of a questionnaire survey and a qualitative analysis of interviews in order to
investigate project time and cost controls in the UK, showing the main causes of project
cost and time overruns to be risks and uncertairities, design changes, complexity of
works, inaccurate evaluation of project times and durations, and inadequate

performance of subcontractors.

All these studies have added significantly to the body of information regarding the
causes of delays and cost overruns in building projects. The major causes of cost and
time overruns identified by researchers over a period of more than two decades are

illustrated in the following sections.

2.8 Classification of the Factors Causing Cbst and Time Overruns

The identification of factors affecting planned, stipulated and achieved construction
times and costs of construction projects. were found to differ from study to study; no
single reliable model of the factors affecting project time and cost overruns was
authoritatively established by project management or construction institutions. In brief;
every project involves a number of activities, any one of which may take moré time than
expected. This can be due either to extended activity duration or to delays in starting.
The reasons for these two factors may be different, and the resulting delays could knock
on to succeeding activities, which in turn could delay the project’s completion. Various
ways have therefore been used to classify the causes of delays and cost overruns in

construction projects. Recently, many researchers have relied on the categorisation of
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causes identified in the existing literature. Kaming et al. (1997) suggests that delays of
construction projects can be divided into three categories:

e Those over which neither party to the contract has any control . ’

e Those over which the construction owner (or his/her representative) has control

e Those over which the contractor (or any subcontractor) has control

Assaf et al. (1995) suggests that the perceptions of the three main parties to a project
(owners, consultants and contractors) constitute the most important group of delay
factors. This group was rated of great importance by contractors and
engiﬁeering/architecture companies and relatively lowly by manpower, while owners
were also ranked as very important by the clients, moderately important by the
contractors and not very important by the engineering and architecture companies, while
changes were ranked somewhat high by all parties. Equipment was rankedvvery low by
all parties, and scheduling and controlling as moderately important by contractors. A
relation with government was also counted as relatively important by both owners and
contractors, but not at all by architecture/engineering firms. These firms themselves
were not rated at all highly by the owners. All three parties thought that contractual

relationships, while none of them had that opinion of environmental factors.

"~ Chan’s (1995) examination of the main factors affecting the time taken for completion
of construction projects proposes. that these factors can be classified into the following
four major categories:

e Project scope
e Project complexity
e Project environment

e Management-related attributes

Al-Khalil and Al-Ghafly (1999) use six major categories, with a further subdivision of

“contractor performance” into five sub-categories, resulting in the following scheme:
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According to Chang (2002), his grouping will make it easy to determine where any

difficulties within the construction project’s life cycle originate.

Chang proposes the following four categories that incorporate all classifications
employed by previous studies. |
e Owner-caused delays (OCD)

¢ Contractor-caused delays (CCD)
e Project-specific matter caused delays (PMCD)

e Third party (natural) caused delays (TPCD)

Ahmed et al. (2003) finds that the causes for delays in construction projects fall into the
internal and external categories. The former consist of the causes created by the four
parties (the contractors, owner, designers and consultants) involved in the project. Other
delays for which the four parties are not responsible are external causes such as

materials, suppliers, the government or the weather.

Chan et al. (1995), Ogunlana et al. (1996), Kaming et al. (1997), Ahmed et al. (2003),
Sambasivan and Soon (2007) and Alghbari et al. (2007) and others suggest the
following factors causing construction projects delays and cost overruns. The list is

given in the four categories used by several researchers.

o  Contractor-related causes

The contractor’s responsibility is to build the project according to the contract within
the specified cost and time constraints, and to the specified standards. Previous studies
investigating the responsibilities for project delays have found that, for the most part,
that responsibility lies with the contractor. The factors involved can be grouped into the
following categories: as shortages of materials on site, delays in delivery of materials to
the site, mistakes in construction and defective work, shortages of site labour; poor
labour skills and experience, low labour productivity, coordination problems with other
| parties, financial problems, lack of subcontractor skills, poor site management, lack of

site contractor staff and equipment and tool shortages on site.
27



e Consultant-related causes

The consultant’s role is to advise the client on the best contract strategy for the project
at the conceptual stage. Various factors related to consultants may lead to project
delays. These factors fall into the following categories: lack of experiehce on the part of
consultants, absence of consultant site staff, lack of experience on the part of such staff
(supervisory and managerial personnel) when present, incomplete documentation,

delayed and dilatory decision making and dilatory issuing of instructions.

¢ Client-related causes

Construction industry clients constitute the single most important group on project
teams. Since the nature of construction projects requires knowledgeable organisations or
people to serve as project managers, the client’s responsibility is demanding. Client
involvement in construction projects can facilitate the speed at which projects proceed.
Clients must l?e able to take quick decisions on various matters such as approving work,
responding to contractors and changing orders. Their involvement in the project must
not disrupt the contractor’s project plan. Because delays- to payments or budgetary
shortfalls may result in projects proceeding slowly and therefore in late completions,
clients should ensure that adequate funds are available to meet professional service

payments and the demands of the schedule.

The factors relating to client responsibility for delays and overruns are procrastination in
decision making, contract modifications (replacements and addition of new work to
projects and changes in specifications), lack of working knowledge, lack of
coordination with contractors, and financial problems (delayed payments, financial

difficulties and economic problems).

e External factors

External factors are the lack of equipment, tools and materials in the marketplace, poor
weather conditions, poor economic conditions (e.g. devalued currencies and inflation
rates), poor site conditions (e.g. location and nature of the ground), changes in laws and
regulations, transport delays and works on public infrastructure such as roads, utilities

and public services.
28



2.9- Identification of Factors Causing Time and Cost Overruns

Time and cost overruns occur in every construction project and the magnitude of these
problems varies considerably from project to project. Therefore, it is essential to
identify the factors of delay and cost overrun in order to minimize risk in any
construction project. For the purpose of this research, Table 2.1 illustrates factors that
influence time and cost overruns in different countries in the wdrld, followed by
categorization and tabulation of these factors which collected from literature review into
nine groups, followed by identification of 15 most frequent delay and cost overrun
factors in construction projects in these countries. See Tables (2.2), (2.3) and (2.4)

below
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Country where survey
was conducted

Turkey

Indonesia

Nigeria

Kuwait

Vietnam

Zambia

UK

Factors causing Project cost
overrun

Arditi
et al.,
1985

Kaming
et al
1997

Mansfiel
d et 1994

Koushki,
AlRashid
and Kartam
2005

Long Le-
et al
2008

Kaliba
et al
2009

Yakubu
(2010)

Unrealistic design dévelopment
periods

»

Changed engineering conditions
from the contract document

»

Unpredictable weather conditions

Client-induced additional work
beyond the original scope

Rework due to errors/omissions
during construction (quantity &
quality)

Error in the estimated activity
completion time

Noncompliance with conditions
of contract

Delay in contractors payment of
completing work

Consultant/engineer-driven
frequent changes in design and
materials

Lack of co-ordination between
design team and contractor

Poor site management and
supervision

Poor contract management

Increases in price materials,
increase in wages and inflation

Difficulties in obtaining
construction materials at official
current prices

Bad or inclement weather

Scopes change

Strikes and technical challenges

Inflation and local government
pressure

L IR IR R

Schedule delays

Inaccurate estimates leading to
delays.

Price fluctuations

Increased cost of materials

Increased cost of labour due to
environment restriction

Poor experience of project
location

Poor experience of project type

Poor experience of local
regulation

Construction delays

Shortages of materials

Inaccurate estimates

Slow payment of completed
works

Design changes

& » # »

Table 2-3: Factors Influencing Cost Overruns
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From the analyses of many previous surveys investigating, the author has summarised
and tabulated the most important causes of delays and cost overruns in different
countries. The author has collated these studies and used them to investigate the 15 most
frequent delay and cost overrun factors in construction projects in these countries. The

outcomes are shown in Table 2.4.

Factors  causing Countries

project delays and
cost increase

Turkey
Nigeria
Hong
Kong
Thailand
Indonesia
Jordan
Malaysia
Vietnam
Zambia
UK

»
»
»
»
*
L
»
»

Inclement weather

Labour  shortage/low » » * [ *
labour productivity .

Poor subcontractors' » * . » [ *» »
performance/high
degree of
subcontracting

Variations (design » » » » ] » » »
changes/extra work)

Unforeseen  ground | # » L [] »
conditions

Materials » » *» [ »
shortage/late materials
delivery

Inadequate » » » » *
construction planning

Financial difficulties * - - » [] [3 » » »

Delays in  design *» »
work/lack of design
Information

Poor site management » » [ * * *

Mistakes during » L] [ »
construction

Poor communication » L]

Inappropriate type of »
contract used

Lack of experience of L * *»
the consultant's site
staff

Owner interference L - »

Table 2-4: The Major Factors Causing Time and Cost Overruns in Construction Projects by Country
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The major causes of time and cost overruns shown in Table (2.4) reveal that the causes
of time and cost overruns are shared by many countries, even though they are in
different global regions. Nine out of ten researchers concluded that financial difficulties
and delayed payments for completed work are the most frequent major causes of time
overruns. The inclement weather and variations (both design changes and extra work)
are the second most frequent major cause of time and cost overruns, as found by eight
out of ten researchers. Third equal mo‘st frequent (six out of ten) major factor are poor
site management and poor sub-contractor performance. Fourth equal, at five out of ten
researchers, are shortages of construction materials, unforeseen' ground conditions,
inadequate construction planning, labour shortages and low ' labour productivity.
Mistakes during construction are the fifth most frequent major cause of time and cost
overruns. A lack of experience of the consultant’s site staff and owner interference are
sixth (three researchers), poor communication is seventh (two researchers), and only
one researcher found that inappropriate types of contract were the major cause of
overruns. Turkey, Nigeria, Hong Kong, Thailand, Indonesia, Jordan, Malaysia,
Vietnam, Zambia and the UK share some of these causes, although they are distributed
across the globe. The most significant issue faced by these countries is financial
difficulties on the part of either contractors or owners. Some of the major causes of time

and cost overruns are unique to particular projects or countries.

2.10 Summary

This chapter has presented the literature on the concept of risk, and the distinction
between risk and uncertainty. Prominent features of risk were presented, and the work
introduced construction risk (cost and time) overruns. The most common factors
influencing time and cost overruns as found in various studies were found to include
problems relating to materials, inadequate planning, poor contract management,
construction delays, inadequate planning, problems related to finance, and poor contract
management. The chapter has shown the causes of time and cost overruns, especially in
developing countries’ construction projects, as revealed by various studies. The factors
causing time and cost overruns were also classified. The chapter concludes by
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identifying the most frequent delay and cost overruns factors of construction project in
different countries. A deeper look at a number of these factors revealed that they lead to
'cost and time overruns and poor project performance because of their inhibiting effect
on effective control. The top six factors inhibiting time and cost control in construction
practice were revealed as financial difficulties, inclement weather, variations (design
changes or extra work), poor site management, unforeseen ground conditions and labour

shortages or low labour productivity.

Having successfully reviewed and examined the causes of cost and time overruns in
various countries worldwide, the next stage seeks to present the environment and
development of Libya’s construction industry as a first step to study of the process of

construction project control in the country.
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‘Chapter 3 The Environment of
Libyan Construction Industry



3.1 Introd.uction

This chapter reviews the environment and development of Libya’s construction
industry. The main purpose of this chapter is to explore and understand the main
characteristics of the LCI and its processes and operations, as well as to identify the
major obstacles constraining thosé operations. The chapter focuses on the interaction
between the geographical and economic circumstances of Libya on the one hand and

historical developments in the construction industry and its current status on the other.

This chapter is organized into seven main sections. The first section briefly outlines the
chapter’s contents. The second provides general information about Libya’s geography,
economy and culture. The third provides information about the country’s construction
industry and its associated processes, the fourth charts the development of the
contemporary LCI, the fifth presents the management system of projects in Libya, the
sixth identifies risks specific to Libyan projects and the last section provides a summary

for the chapter.

3.2 General Information about Libya
The study of cost and time control process implementation in the LCI cannot be

properly carried out without understanding that industry’s environment and its impact

on the implementation of project control.

3.2.1 Libya’s Geography ,
Libya is located in the centre of the northern coast of the African continent. It has a 459 -

km border with Tunisia and a 982 km one with Algeria to the west, a 1,055 km one with
Chad and a 354 km one with Niger in the south, and a 383 km one with Sudan and a
1,115 km one with Egypt to the east. Libya’s total area is 679,362 square miles
(1,759,547 square kilometres), which makes it the fourth largest country in Africa and
17th largest in the world by size. Its coastline of 1,100 miles (1,770 km) is the
Mediterranean’s longest, see Fig. 3.1. Over two-thirds of Libyans live on two narrow
coastal strips near the Mediterranean Sea. Yet over 90 percent of it is desert, with rain

falling only once every two or three years.
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3.2.2° The Libyan Economy

Development and economic growth have remained an area of concern for Libya since
the end of the Second World War. This section gives a brief historical account: of the

Libyan economy:

% Petroleum Industry

Since the early 1960s, the petroleum industry has increasingly dominated the whole
economy; it provided direct employment for nearly 10000 Libyans in 1984. The
development of the oil industry was remarkable, in terms of both its rapidity and its

proliferation.

By 1977, Libya was classified by various regional and international organisations as one
of the world’s oil-produciﬁg countries. However, Libya’s position declined somewhat in
the early 1980s as OPEC production quotas were cut. By 1986, Libya was only the 15" ‘
largest producer pf crude oil (Wallace & Wilkinson, 2004). In 2009 The World Bank
defines Libya as an 'Upper Middle Income Economy', along with only seven other
African countries. According to Obeida (2007), oil is still the main source of foreign
currency, as oil revenues constitute 95.0 per cent of the country’s hard currency.
Moreover the oil sector contributed 52.5 per cent of (GNP) in 2008 (The Central Bank
of Libya, 2009). '

When oil prices dipped in the early 80s, Libya’s GDP growth slowed to 2.6 percent. In
2001, high oil prices boosted GDP growth to 4.6 percent in 2004 and to 10.6 percent in
2010 (Zuliani, 2011). A small population and high oil revenues have allowed the state to

provide an extensive level of social security, particularly in education and housing.

* Gas Industry

Production of natural gas in Libya received a major boost in 1971 when a law was
passed,req‘uiring oil companies to store and liquefies the natural gas condensate from
their wells, rather than burning it off as many had previously done. However, natural

gas production has lagged far behind oil because the high costs of transport and
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liquefaction have made it a less attractive alternative (Wallace & Wilkinson, 2004).
Although engineers estimate that Libya only has enough oil in existing known deposits
to last until about 2070, the country has huge natural gas reserves that could last for
sevéral more centuries (Di Piazza, 2005). Zuliani (2011) states that while Libya has the
ninth largest oil reserves, it has the world's 23rd largest proven gas reserves, at 1.539

trillion cubic metres (2010 estimate).

<+ Mineral Resources

Libya’s commercially usable mineral resources — apart from its hydrocarbons — were
limited to a large iron ore deposit in the Wadi Shati in the south of the country and
scattered deposits of cement rock, limestone, gypsum, salt and building stone in Fezzan.

and northwest Tripoli.

Except for wood, natural resources and the raw materials needed for construction
projects — gravel, stone clay, gypsum, limestone and cheap fuel — are found in abundant
quantities and suitable commercial qualities adjacent to production and major
population centres in both Cyrenaica and northern Tripolitania. The thickness of these

deposits is up to 350 metres in the western areas (Oxford Business Group, 2008).

 Agriculture

In the period prior to the influx of oil revenues in Libya, agriculture accounted over 26
per cent of the GDP and the country was self-sufficient in food production. The Great
Man Made River was created in the 1980s to bring water from underground aquifers in
the Sahara to dry tracts near the coast for general use and irrigation and to meet the
country’s food needs. Today, despite the dominance of the oil industry, agriculture
contributes nine per cent of Libya’s GDP and its workers make up 17 percent of the

workforce (Di Piazza, 2005).
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% Libya’s Tourism
Libya has more than 1,700 km of virgin beaches and the finest and best-preserved cities
of the ancient world in the entire region. The desert embraces oases of breathtaking
beauty, galleries of prehistoric rock art and medieval towns still thriving. The five
UNESCO World Heritage sites in Libya are Leptis Magna, Sabratha, Cyrene,

Ghadames, and the prehistoric rock art sites at Tadrart Acacus.

When the UN suspended some of its sanctions in 1999, the number of visitors to the
country increased and tourism has raised the sector’s contribution to the economy.
Libya’s Minister of Tourism declared that “tourism will soon contribute at least five per
cent of the country's GDP. This may seem a small figure but for a country like Libya it
will be an enormous ’achie\"ement” (Venditti, 2005). In 2009 capital investment in travel
and tourism was estimated to comprise over 26 per cent of the country’s annual

investment in infrastructure (World Travel and Tourism Council, 2009).

% Libya’s Industry
Libya has successful built up .an industrial sector, but these businesses are still
dependent on and closely tied to the oil industry. For example, construction serves the
needs of the -oil industry by building roads, buildings, refineries and other relevant
structures. Other industry includes steel, iron, petrochemical and aluminium production.

Factories also make steel pipes, drums and other equipment for oil drilling.

In addition, the country has expanded its production of food products such as beverages,
dates, olive oil and citrus fruit. The greatest numbers of food processing plants were
built during the 1970s, but this continues to remain a high priority. Handicrafts also
employ carpet weavers, metal smiths and leather workers, while the textile industry

makes clothing, leather goods and shoes.

The LCI is known as the “Construction and Building Sector” (CBS). It can be defined
as> the economic sector involved in planning, construction production, design and
'maintenance, repair, operations, alteration, demolition and other imprdvements of civil
infrastructure works and buildings. Libya’s CBS comprises two important sub-sectors:

construction sectors and consulting.
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The construction industry has played a prominent role in socio-economic development
since the early 1970s. As a result, the country has experienced a great increase in the
volume and scale of construction activities. In 2004, the industry contributed 5.2 percent
of the country’s GDP, and it employs around 3.2 percent of the total workforce (General
Council for Planning (GCP), 2004). In 2009 the growth was reported at nine per cent
year-on-year (y-o-y), this real growth making Libya one of the best performing
countries globally, despite difficult conditions in terms of risk aversion and reduced oil

revenues (Libya Infrastructure Report, 2011).

In fact, Libya’s economy is experiencing an extremely sharp contraction in economic
activity since 2011, as political revolution and war disrupted all forms of business
activity. According to the African Economic Outlook (2011), the construction industry
accounted for 8.7 per cent of the country’s GDP. However, in spite of the massive
investments in construction activities over the past four decades, the LCI has been
underdeveloped. Libyan construction companies mainly prefer foreign workers to native
ones because the latter by and large lack special training, making them uﬁable to meet
the needs of the new labour market, and also because well-educated Libyahs are

rejecting jobs in construction or metalwork (Bansal, 2010)

3.2.3 Libyan Culture

The concept of culture has been variously defined. Each definition places emphasis on
different aspects of the environment which affect and give rise to individual and group
behaviour. Factors such as language, religion, education, politics, economics, law and
technology are sometimes cited, while others take culture to refer to the way of life of a

given society as a whole.

Many authors have discussed the effect of culture on project management as a discipline
of organising, planning, and monitoring a project from inception to completion. These
authors observe that cultural elements affect project management procedures and
processes, stating that they directly impact on success; as such, they demand careful
consideration. Vanasse (1985) sees the relationship between culture and project

management in these terms: “the cultural concepts could profitably be applied to project
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management. As in organisation, although culture in project management is quite
different from organisational culture, working groups on a project need to have shared
perceptions, values and beliefs concerning the project and their responsibilities in regard

of the project”

Cusworth and Franks (1999) describe the effect of culture on project managers in
developing countries: “Project managers in developing countries work in different
contexts and face a different set of problems from those in industrialised countries. This
has led many observers to question the applicability to developing countries of the
whole range of management concepts developed in the industrialised world, and even

their general usefulness in their own context.”

Culture in Libya is closely linked to religion, as it relates to all aépects of life among
Muslims. The vast majority of Libyans are Sunni Muslim. The influence of religion on
most aspects of Libyan's life is obvious, as they practice their faith through their daily
actions. “No nation can achieve greatness unless it believes in something; and unless
that something has the moral dimensions to sustain a great civilization. The release of
human potential, the enhancement of individual dignity, the liberation of the human
spirit”. (Gardner, 1961).

Islam is a religion that directs worship as well as providing a social and economic
system for Muslim to live by. Unfortunately many Muslims only adhere to the religious
aspects of the religion as heritage and tradition, ignoring the social system that can help
them solve their problems and offer a good example to others in their day-to-day
activities. Islam believes that most social and economic problems emanate from a focus
on individual desires and whims and a disregard for the ﬁghts of others. Islam warns
| against the disruptive power of those whims and believes in managing them before they

get out of hand and interfere with individual life and ultimately with society at large.
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« Leadership in Libyan Culture

In Islamic culture, the leader is completely responsible for the welfare of his group
before God. He should treat his employees with respect and kindness, and his followers
should obey his orders. The Quran states, "O ye who believe! Obey Allah, and obey the
Messenger, and those charged with authority among you (The Qur'an, 5: 59). The leader
should also be trustworthy and strong. The Qur'an says, “The best recruit is the one who
is strong and trustworthy” (their strength could, however, be in faith and knowledge)
(Qur'an 26: 26).

Abdul-Khaliq et.al (1982) stated that Arab managers often concentrate on seniority
rather than merit in most of their decisions affecting employee relations. Individual
family, kinship or tribal background strongly influences Libyan organisations’ selection
of decision makers and managers, which leads to the wrong people being appointed to
the wrong positions, and to the promotion of unqualified and inexperienced managers

and directors.

<+ Commitment to Work

Islam recommends that its believers be committed to their work. The prophet
Mohammed said in his Hadith “Allah likes that when a man does a certain task he does
it perfectly.” This Hadith is identical to the sentiment “do it right, first time, every
time”. In fact, commitment and lack of interest are the biggest challenges face the libyan
companies and that might result in a divergence between boards and department heads.

Grifa (2006) stated that despite the strong commitment of the Libyan state to reguléte
the construction projects with formal construction standards, informality is one of the
key features of its operations. This is due to the significance of social and tribal context
in Libya. Nevertheless, tribalism and its associated attitudes should be utilized to

improve the operation of the industry.

+ Responsibility

The prophet Mohammed said in his Hadith “Each one of you is a Guardian and.
responsible for those of whom he is in charge". The Ruler is a Guardian and thus -

responsible for his subjects. A man is the Guardian of his family and is responsible for
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those under his care. In like manner, each one of you is a guardian and is responsible for

what he is entrusted with”.

Grifa (2006) argue that the weaknesses of LCI are, in part, responsible for the current
operations and performance in terms of low capacity and capability, delays to projects,
" high cost overruns and poor image and reputation of the industry. Therefore, inore
responsibility should be given to local authorities. However, this shift should be

associated with the training of local decision makers, staff and operations of the LCL

s Teamwork

Islam states that partnership, consultation, joint planning and teamwork are to be the
rule. Believers are instructed to cooperate and work as part of the team. Islamic

teachings urge believers to act and work in unity and avoid disunity and discordance.

“Shoura” is another important component of leadership in the Islamic tradition. In order
to establish the common good, consultation or “shoura” means that every community
member participates in the dialogue. Many \;erses in the Quran advise the believer to
work together and in harmony while keeping in mind their individual responsibilities,
with due consideration given to accountability as well. Under individual responsibility
falls the expression of “itqan” which translates as “high perfection or quality”. Islamic
culture exhorts that “itqan” is to be desired in every action taken, without exception, but
as mentioned previously, many Muslims only adhere to the religious aspects of the
religion as heritage and tradition, ignoring the social system that can help them solve

their problems.

Twati and Gammack (2004) consider organisational culture in Libya as strong, a feature
that resists organisational change in many ways, including the adoption of information
communication technology, decision making processes, communication, employment

and professionalism.
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% Management of Knowledge

A Muslim should always strive to excel in his or her understanding and should seek
knowledge continuously. As the Qur'én says:”Allah will exalt in degree those of you

who believe and those who have been granted knowledge” (The Qur'an: 58: 111)

Islam has placed thinking and knowledge as a condition for action, which ensures that
the actions undertaken are morally correct, that they accord with Islamic precepts, and
that théy are. the appropriate'ones for the intended aim. As the Qur'an says: “Do not be
quick to recite the Quran before its revelation has been accomplished, but rather say:

’Lord, increase my knowledge’”. (The VQur'an, 20: 114)

It is fairly clear that in Libyan project management processes suffer from the lack any
in-house expertise and need systematically intensive training systems to produce a
generation of skilled people for this position. Therefore, the education plan in the
country is considered as the source of trained manpower required to achieve the
objectives of development. The education plan comprises the following: '
e In order to graduate, sufficient numbers are needed to fill the technical
manpower gaps. The country is therefore seeking to increase the number of
students attending universities and vocational institutions. ’ ,
e Provide adequate educational facilities which help in raising the standard of

education.

3.3 Characteristics of the Construction Industry in Libya

3.3.1 Traditional Resources for Construction in Libya

The vernacular or traditional buildings in Libya have been described .as architecture
without an architect (Rudofsky, 1964). Most of the country’s construction has been
shaped by the dictates of geography and climate. The ancient Berbers used the natural
fortifications of the mountains they inhabited, whereas the desert peoples used some of

building materials that protected them from the harsh Saharan climate. The country also
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inherited a rich collection of architectural gems left by the invading. armies who
occupied Libya (Ham, 2007). Each region in Libya has its own type of building

tradition. These can be categorized as follows:

% Construction of Dwellings in the Mountain Regions.

Stunning representations of indigenous Libyan construction are the Berber qasrs of the
 Jebel Nafusa, Qasr al-Haj, Kabaw and Nalut, dating back as far as the 12% century. The
other highlights of Berber construction are the underground houses in Gharyan, Yefren,
Zintan and elsewhere. Built to protect against cold winters, fierce summers and invading
armies, a circular pit was dug in the earth. The rooms were cut into the base of the walls
around the sunken courtyard and they were reéched via a tunnel that ran from the upper
level down through the earth to the base of the pit. The astonishingly spacious 11V1ng

quarters included a kitchen, storage areas, bedrooins and living rooms.

In the northern mountainous regions, people used local construction materials such as
earth, wool, stone, palm, gypsum, animal skins, reeds and olive stems and olive wood to

construct their traditional shelters and settlements (Shaiboub, 1979).

« Construction of Dwellings in the Desert Regions

The desert region is mostly flat, dry and rocky, and is covered with sand with a few
scattered oases such as Ghadames, Ghat, Murzuk, Sebha, and Kufrah. The mud-brick
houses of the Fezzan region in the southwest are well suited to the harsh demands of
Saharan life. During summer season, the ancient buildings in Ghadames are well
enough preserved for some of the population to move from their new air-conditioned
dwellings into the old city. Most of the medinas of the desert region, on the other hand,

have been abandoned for modern accommodation and are quickly deteriorating.

In desert regions, builders used simple construction methods and locally available
‘materials in all settlements such as stone, mud and palm reeds, leaves and stems in order
to construct their huts, thatches and shelters (Awotona, 1990). Limestone and dried

brick or mud was used in the construction of all desert settlements. The materials were
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made of a mixture of straw, water and clay soil formed into a rectangular wooden form.
These bricks were used for the construction of arches and walls after being dried in the
sun, and palm trunks were the usual means of reinforcement. Palm trees provided joists

and beams, which were covered with a matting of straw and leaves.

The relocation of the residents of small settlements has led to many traditional flat-
roofed Fezzani houses being neglected to the point of dereliction. Part of the problem is
that the absence of regular maintenance of roofs with fronds and palm beams means that

they are likely to collapse on the rare occasions when it rains.

- < Construction of Dwellings in the Coastal Regions

The Mediterranean coastal region in Libya is located on the country’s northern border,
extending from Tunisia in the west to Egypt in the east. The land is mainly flat. The
commercial centres on the coastal strip such as Tripoli, Khoms, Benghazi, Alzawia, and
Misurata. Old Tripoli is one of the important traditional cities in this region. According
to Azzuz (2000), the consideration of customs, climate and traditions were major factors

in shaping that city.

Dwellings in the coastal regions were built using different materials to those presently
utilised. Construction materials such as mud brick, sandstone and limestone were
locally available, and usually roofs were flat, generally made of clay straw or fine

compacted earth, and were laid on a timber structure made of timber boards.

3.4 Development of the Contemporary Construction Industry in
Libya

This section discusses the history of the contemporary construction industry in Libya.
For the aims of this discussion, the processes of the LCI’s development are divided into

historical periods.
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34.1 The Construction Industry during the Italian, British and French
Occupation Period (1911-1952) - A
The appearance of the modern LCI was based on the principles of the Italian, French

and British construction industries. Shawesh (2000) says that the Italian construction
industry can be viewed in three phases. The first phase was from 1911 to 1913, a period
almost entirely mili'tary in character, including administrative offices and camps. The
" second phase from 1913 to 1929 saw the government of Italy start to expand a new
Tripoli that was separate from the old city. The strategy adopted by the Italian
government was not to destroy the existing architecture and the traditional cities, but to
produce new structural designs. The third phase, from 1929 to 1943, was based on
Fascist concepts and ideology, which reflected the policies and attitudes of Italians in
many structures such as churches, banks, houses and office buildings. To increase the
height of buildings and the size of spaces, the Italian government used materials and
modern construction methods such as reinforced concrete in floors and framed

structural forms.

The French governments from 1943 to 1951 had a great impact on the development of
construction, introducing new construction materials, standards, regulations,

specifications and codes as well as new construction systems and technology.

The British strategy in Libya was based on a “care and maintenance” basis. The only
attempt made by the British government to develop the country was the establishment
of bus lines inside Tripoli and the rebuilding of the city’s port, which was destroyed

during the war.

Daza (1982) states that “the Italians, like the French and British, were trying to spread,
through'architecture, a perception of themselves as paternal, caring and not rejecting of
tradition.” Hakim (1986) describes developments in construction operations and
methods during the French occupation in Arabic couhtries: "The construction of
buildings by the French using modern materials and technologies also impressed the
Arab population. The buildings were higher, seemed to be better constructed, and the

use of modern materials such as a glass on windows and store frontages had their share
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of creating a shift in the mind-set of the Arab population towards their traditional built

environment".

3.4.2 Development of the Construction Industry (1952-1969)
The most important economic factor that has influenced the operations and development

of the LCI was the discovery of oil in 1950s and its exploitation in 1960s. The
development of the oil industry was remarkable, in terms of investment in the country’s
construction industry. According to the Libyan govemmeht (1966), the LCI shares in
the economy as .a whole, and has in fact realised a remarkable expansion in terms of the
sizes, types and amounts of construction in the period between 1964 and 1966. In the
period before independence, construction in Libya relied on plans prepared in 1918, but
the period after independence witnessed the effective implementation of a global and
general strategy, prepared from 1966 until 1968. Modern materials such as wood in
windows, aluminium, reinforced concrete in columns and ceilings and paint in various
colours on building exteriors characterised the beginning of the independence period. In
1958, the production of cement was 60,000 tons; only two per cent of the cement

produced was used for construction in Libya in 1964.

In the 1960s the LCI suffered from limited human resources, as many Libyans proved
unwilling to work in construction, metalwork or carpentry. The country also suffered
from a lack of administrative and financial capacity because of limited budgets and

resources (The Ministfy of Housing, 1968).

Aécording to Grifa (2006), in 1956 the Libyan Construction Board was established to
organise the various government departments and ministries éoncemed with building
construction, and to manage construction activities. In order to overcome shortages in
the local construction industry and in labour, and the incapacity of local contractors, the
construction market in Libya was opened to foreign construction organisations and

workers and companies
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3.4.3 Development of the Construction Industry (1970-2000)
The phase that followed the revolution of 1969 introduced new political, social and

economic factors. To meet the urgent need of the Libyan people for schools, roads,
houses, and infrastructure there was high spending in all sectors including the
construction industry and a series of changes and reforms in construction operations and

processes.

The Generél People's Committee (2002a) indicated that over the past three decades the
LCI operated according to different political, economic and social strategies. The
General People's Committee report stated that these strategies were grouped into three
main chronological stages, from 1970 to 1978, 1979 to 1985 and from then until the
report’s date.

< The first stage (from 1970 to 1978)

During this period the country was described as a busy construction site. Ibrahim (1987)
indicated that at that time “social and economic projects were built everywhere, and

Libya changed into a large construction site.”

| In the early 1970s the LCI was completely transformed from an indigenous construction

practice to a cement-based industry that is currently producing about seven million
" tonnes of cement annually from nine plants (World Report International, 2004; Hokoma
et al., 2007a). The importance of cement in the LCI is paramount; it is widely used in

most Libyan construction pi'oj ects (Hokoma et al., 2006¢c; Hokoma et al., 2007a).

In the socio-economic development plan during the period 1973-1975, the Libyan
government intended to construct the largest possible number of housing units for low-

income people in different geographical areas 6f the country. The government also |
conducted new strategies to improve the construction industry such as providing

building materials, encouraging self-built housing and using new technologies.

By the end of the decade the country had become the world's leading per capita
consumer of cement. More than 97 per cent of the LCI used cement-based materials
regardless of cost, location or environmental conditions. During this period construction
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activities changed from indigenous and domestic activities based on formal construction
regulations and on dry and local construction materials, to professions and standardised

materials. (Ngab, 2007)

< The second stage (from 1979 to 1985)

During the period (from 1979 to 1985) the LCI experienced remarkable changes in its
organisation, structure, role and management. Its environment was organised around the
public sector. The Libyan government invested more than 10 billion US dollars in
infrastructure and housing; this made possible the construction of 277,500 dwelling
units by 1985. To achieve these aims, the country drew not only upon Libyan resources
but enlistedvcompanies from Spain, West Germany, France, Turkey, India, Italy, South
Korea, Cuba and Eastern Europe. (Ngab, 2007)

The General People's Secretariat of Planning (1982), however, found that, in spite of
high development budgets during this period compared with the previous one, the
housing allocations ratio decreased from 13.2 per cent during the former period to 9.46
per cent by 1988. Grifa (2006) stated that the possibility to run an individual firm in the
LCI was restricted in the period between 1978 and 1985 because of the political, social
and economic issues of that time relevant to the LCI include the collapse of oil prices,
the implementation of socialist laws, and contracting in the construction sector was

limited to only public and international companies.

% The third stage (from 1985 to 2000)

The LCI witnessed a recession during the period (from 1985 to 1999). Since 1985 the
state decided to move towards restructuring and reorganising the construction industry.
Public sector construction was privatised and the private sector was encouraged to
contribute to the industry in terms of operations and investment (Libya General Council

for Planning 2002a, 2002b, 2002c).

After the UN sanctions against Libya following the Lockerbie bombing in 1988, budget
allocations for infrastructure and housing fell in keeping with a general decline in
government spending. The public construction sector during the period between the

second half of the 1980s and the end of the 1990s failed to meet national construction
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requirements and expectations. Many housing contracts were cancelled or suspended,
numerous new construction projects were not started and large numbers of on-going
construction projects were postponed or stopped. Payments to construction firms and
consultants were delayed, many organisations and public companies collapsed or were
abolished, and hundreds of foreign construction companies and consultants suspended

their activities and withdrew from the Libyan construction market.

3.4.4 The Construction Industry (2000-2010)
After the suspension of the UN sanctions in 2001 there was a general expectation that a

significant increase in investment would take place in the LCI. The country planned
more investment in cement manufacturing and promoted the development of some
mineral resources such as gypsum, clay, stone, iron and sodium carbonate (Hokoma et

‘al., 2007a; Hokoma et al., 2008b).

During this period, the plan for the country was to free the economy from state control,
motivate the expansion of private enterprise and build up the country's infrastructure.
By 2008, 360 state-owned and run companies, ranging from small and medium size
firms to major enterprises, were transferred to the private sector in three stages. Billions
of dollars were spent on rebuilding the coun&y and its facilities. More than 30 billion

dollars were allocated for the housing and infrastructure sectors in 2007 (ICS, 2009).

3.4.5 February 172011
2011 was a momentous year for Libya. A 10-month civil war sparked by the Arab

.Spring in February saw Libyan leader Muammar Gaddafi killed in October. Some cities
suffered severe damage as a result of clashes either between Libyans or NATO attacks.
The impact of these events on the risk management profession in both the short and
long terms seems quite profound. In the short term it would appear that the effects
locally and globally within the profession were dramatic. The majority of private
companies that do restart operations in Libya are .likely to see the benefits of a softer
approach, and local contacts as well as partnerships with local firms may well form the
backbone of any in-country business plan. The current political uncertainty also means

that many companies are seeking the financial benefits of a low profile at present. The
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events in Libya have had knock-on effects on businesses worldwide. Despite the longer-
term nature of reconstruction in Libya, foreign companies have been eager to court the
National Transitional Council (NTC) in order to secure new contracts and protect
existing projects halted once the civil war erupted. Companies are eager to assess the

status of pre-war contracts, with project sites likely to have been looted or damaged.

Mr Warren, a director of research at advisory firm Frontier, says companies with pre-
2011 contracts are reluctant to revive them until outstanding payments are made and
terms of return clarified. Others are in limbo as their contracts face reviews over
corruption concerns. Security advisers say urban centres are relatively safe for workers,
but harsh contracts remain the most pressing concern for foreigners operating in the
country. However, the Libyan authorities have recently reiterated that existing contracts
would be honoured provided that such contracts had been properly entered into (Simeon,

2012).

Over the long‘term, an overhaul of Libya's infrastructure will be required. It was already
in a bad state prior to the civil war, following years of underinvestment and
international sanctions. Although work to rehabilitate the existing infrastructure and
expand its scope is therefore necessary, the government currently has no structure in
place by which to procure projects. Institutions and regulations must therefore be

established.

If one views risk management proper as enabling business to be carried out in difficult
environments, rather than pertaining to the losses inevitable when operating in hostile
conditions, a different perspective on what effective security management means is
possible. In fact, many companies lost hundreds of thousands of dollars in damaged and
stolen property. Proper risk management is necessary in certain environments, even
benign ones, to project an image of security as well as to provide adequate protection

against all manner of threats such as insurgents, criminals and business rivals.

There is now a realisation among those companies worst affected by the Libyan crisis
that more attention needs to be paid to risk management planning. Local engagement,
communicating and maintaining good local relationships, using local fixers/employees,

understanding and a prior knowledge of local culture and languages (often necessary to
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defuse situations quickly) are all imperative. In addition, training staff to raise
awareness of risk-crisis planning at the beginning of the process can save both dollars

“and potentially lives in the long run.

Context analysis is also a key consideration, as it is easier to mitigate risks when they
are properly understood. If a company has considered all contingencies as best as it can
ahead of time, then dealing with them as they occur is easier and can be modeled and
prepared for. A change of perspective from “it won’t happen to me” to “what if?” reaps
benefits. Other methods of offsetting financial risk include insurance policies to cover

in-country staff and particularly contracted personnel.

3.4.6 The Future of the LCI
In early 2011, Libya was mired in political conflict. Matters changed with the

widespread popular protest against the Qadhafi government. There is an urgent need to
modernise and restructure the country’s construction industry. In order to avoid the
problematic circumstances of the last few decades and meet current and future needs
and challenges, local private construction companies must play the leading role;
changes, new policies and restructuring of the construction industry are required. New
homes, railways, ports, airports and roads need to be upgraded and built. Offices, hotels

and resorts are required to meet the needs of an expanding tourism industry.

Grifa (2006) states that the future of the LCI and its capability to cope with challenges,
changes and threats will be determined by certain planning processes, including the
application of new tools and techniques in the construction industry and in project
management, the improvement of design and contractual documents, the application of
more flexible procurement éystems, the development of better and more modern
systems of information, communication and review, an increase in management
capability and a revision of laws and regulations that restrict the application of modern
project management programmes and techniques. Given that the poor management of
construction projects is an industry weakness, it is necessary to commit strongly to

education and training in construction and project management.
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difficulties, it is necessary to understand what the key factors affecting the construction

industry, and what the major obstacles constraining the industry's operations, are.

As a result of these bottlenecks and serious challenges, two of the biggest difficulties
facing Libyan construction projects are time and cost overruns. Many public projects of

the last three decades have not been finished in time and to cost, some of them taking so '
long to build that they have become worn out during the construction phase, so that
many parts have had to be rebuilt. In addition, the activities comprising construction
projects have often totally stopped, and the public has consequently lost hope of some

of them ever being completed.

According to the Ministry of Planning (MP, 2005), although the ratio of the total cost of
national development projects planned to the total cost of projects completéd on
schedule in Libya was about 15 per cent in the last decade of the 1990's, the ratio has
gradually fallen to 8-10 per cent since the year 2000. For example, only 20 per cent of
public projects were completed on schedule in the 1990's, whereas the completion of 15
per cent suffered delays of up to four years. Investigation of the transport and health
sectors indicates that in the 1980s and 1990s the construction of motorways and
hospitals was delayed on average by 45 per cent. The many extreme examples of delay
include the construction of Tripoli University Medical Central (TUMC), which was
expected to be finished in 1982-86, but was only completed in 1993. According to a
report'published by the General People's Committee PGC (2003), 97% of construction
projects associated with the public and private sectors between 1991 and 2003 suffered
delays and had a high iinpact on project cost and time. It is therefore obvious that one of

the foremost problems related to the LCI during the last three decades is time overruns.

The many detrimental effects of such overruns include increased costs, loss of revenue
and productivity, lawsuits between contractors and clients and contract termination.
Many studies have investigated the causes of time and cost overruns, but they seldom
identify causes that are common to a wide range of construction projects around the
globe. A comprehensive study of those factors leading to a risk of time and cost
overruns is therefore important. The central focuses of this study are to explore and
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understand the main characteristics of the LCI and its associated processes and
operations, to identify those major obstacles constraining its practice and operations,
and to explore how the strategy of application of project control affects project target

times and costing.

Examining these difficulties in the construction industry and recognising how and why
construction policies have failed are the objectives of the present study, which seeks to
identify the important problem of risk management, in particular ‘those risk factors
affecting cost and time performance, and to investigate the tools or techniques used by
construction project practitioners for cohtrolling time and cost in Libyan construction
projects and to develop a framework to manage risk factors that significantly influence

projects’ time and cost performances.

3.7 Summary

The chapter has presented some general information about Libya, demonstrating the
strong interaction between the country’s geographical and economic circumstances on
the one hand and the historical development of the construction industry on the other.

The chapter gives the main characteristics of the construction industry in the country.

In addiﬁén, the chapter has outlined the development of the contemporary LCI. The
development strategies of the industry are grouped into three main stages. These stages,
together with the future of the LCI, were discussed. The major difficulties and serious
challenges encountered during construction projects were identified and the processes of
project management in Libya were presented in order to understand the management

system of construction projects in the country
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4.1 Introduction

The purpose of this chapter is to presentA the processes and methods with which this
study attempts to achieve its aim and objectives. The chapter provides a broad overview
of the research questions, paradigms approach and style, the methods of data collection

used and research design evaluation criteria.

To achieve the research objectives, the chapter describes different methodologies. The
objective of selecting the most appropriate research methods within the context of the
LCI is to obtain an appropriate set of data that will allow the study to examine
hypotheses and meet the objectives, and to address the research questions as rigorously
as possible. The methods to be considered in this research are the extensive literature
review, the questionnaires (I) & (II) and (III) and semi- structured interviews with
Libyan construction professionals. In considering the requirement for data analysis, the

chapter discusses the procedures that will be used for data analysis.

4.2 Research Questions

Research questions are central, whether they are pre-specified or whether they unfold
during the project. They do four main things:

= They organise the project and give it direction and coherence

» They delimit the project, outlining its boundaries

» They keep the researcher focused during the project.

= They describe the data that will be needed. (Punch, 2005)

Defining the research questions for this particular study is the most important step that

has been taken. It can be summarised as:

“How can professionals improve the performance of construction project

control processes in Libya?”

Essentially the study is about investigating how cost and time of construction projects

are controlled in practice to disclose reasons and related issues which affect the process
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of cost and time control in practice. Consequently the inclusion of these results
. combined with participants' perspective to control cost and time in practice to develop
the proposed framework. The framework would heip determine the appropriate actions
to minimise the overruns in practice in Libyan construction projects. To do this, the

following questions should be considered:
1- What is the current situation regarding time and cost overruns in the LCI?

2- What are the critical factors affecting time and cost control in practice in the .

LCI?

3- What are the tools and techniques that are currently being used by Libyan

projects to control the cost and time?

4- How do professionals in the Libyan construction industry perceive and discuss

the important processes of time and cost control in construction projects?

5- Are there any barriers during the process of construction projects that affect the

attainability of cost and time control in Libyan construction projects in practice?

6- How can the time and cost of construction projects be better and more effectively

controlled in the LCI?

4.3 The Research Paradigm

Research paradigms and methods are the “set of activities a research community
considers appropriate to the production of understanding (knowledge)” (Esteves, 2004).
According to Smyth & Morris (2007), paradigms shape the way professionals and
practitioners perceive the discipline, and directly shape many of its aspects such as
services, techniques and tools. It is therefore important that a researcher should think
about the elements that form a valid study, and decide which methods are suitable for
achieving the research’s aims and objectives. Research paradigms will direct how
researchers evaluate their data and carry out their study, and to think how they can

integrate the various elements of their research.
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Guba and Linccoln (2005), Blaster (2008), Daymon & Holloway (2010) and Chilisa
- (2011) identify four basic belief systems. These can be characterised by the following
questions that help define a paradigm:

e The axiological question asks, ““ what is the nature of ethics?”

o The ontological question asks, “ what is the nature of reality?”

o The epistemological question asks, “ what is the nature of knowledge and the
relationship between knower and that which would be known?”

e The methodological question asks, “ how can the knower go about obtaining the

desired knowledge and understanding?”

They state that a research paradigm can be identified by its axiological, ontological,
epistemological and methodological stances and by the relations between them. The

following subsections represent the four core elements of a research paradigm.

4.3.1 Acxiology

Axiology refers to the role of values and ethics in research. In the postpositivist view,
ethics is intertwined with methodology in that the researcher has an ethical obligation to
conduct “good” research. Good research in this paradigm means, “ intellectual honesty,
the suppression of personal bias, careful collection and accurate reporting of data, and
candid admission of the limits of the scientific reliability of empirical studies — these

were essentially the only questions that could arise” (Christians, 2005)

4.3.2 Ontology

¢

Ontology can be taken to refer broadly to conceptions of reality. The fundamental
questions in the field of ontology are “what is the nature of social reality? How does a
researcher view reality — subjectively. or objectively? Does reality have a single or
multiple meaning depending on the researcher, the individuals being investigated and

the audience interpreting the study?” (Daymon & Holloway, 2010)
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4.3.3 Epistemology

Epistemology addresses the paradigmatic question, “what is knowledge, and how is it
acquired?” or, put another way, “How do I know the world?” It also asks, “What is the
relationship between the enquirer and the known?” Epistemology is the branch of
philosophy that deals with the origin, nature and limits of human knowledge and that
focuses on the relationship between the knower and knowh. Epistemology also deals
with ways of knowing and the researcher’s belief system about the nature of knowledge,

such as beliefs about the certainty, structure, complexity and source of knowledge.

Tzortzopoulos (2004) states that positivism and interpretivism are the two main
approaches to thought that can shape epistemological philosophy. Smith (1998)
describes positivism as “Approaches to the social sciences [that] claim the label
scientific, for they assume things can be studied as hard facts and the relationship

between these facts established as scientific laws”.

Thompson, (2000) defines positivism as a term used to describe a particular approach to
science, whether natural or social. He shows that positivism has been a major influence
in the philosophy of science for some time. Although less dominant now than in the
past, positivism remains a pervasive influence at both an explicit and implicit level.
Positivism accepts that we cannot observe the world of which we are pért as totally
objective and disinterested outsiders, and acknowledges that the natural sciences do not
provide the model for all social research. However, they do believe in the possibility of

an objective reality (Muijs, 2004).

Positivists believe that reality is separate from the individual who observes it. It assumes
that reality is objective and can be described by measurable properties that are
independent of the researcher. They also believe that knowledge is based on observation
or experience of the real world, as in a scientific theory whose predictions can be
falsified if they are not supported by empirical testing. The training needed to conduct
research using this paradigm is necessarily highly quantitative and technical in character

(Lincoln and Guba, 2005).
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In contrast to positivist paradigms, interpretive ones assume that people create and
attach their own meanings to the world around them and to the behaviour they manifest
in that world (Lee, 1991). Lee points out that this paradigm emerges from the

inadequacy of the methods used in the natural sciences when applied to the social ones.

Generally, the interpretive researcher.collects data from members and social groups in
their real life situations that describe a phenomenon’s possible meanings and
interpretations. It sets out to subjectively understand the human constructs concerned,
often through active invo_lvément and observation, making understanding rather than
prediction the main role of interpretation. Unlike the positivists, the interpretivists
believe that reality and the individual who observes it cannot be separated (Weber,
2004). The lack of a reality independent of the observer means that interpretive research
must follow a procedure whose aim is to understand situations and give reasonable and

acceptable accounts of them (Stahl, 2005).

In short, epistemology is intimately related to both ontology and methodology; ontology
involves the philosophy of reality, epistemology concerns how we come to know that
reality, and methodology identifies the particular practices used to attain knowledge of

it. Thus, ontological assumptions are translated into specific methodological strategies.

From the point of view of the present research it can be concluded that interpretivism is
seen as integral to the research project and that this can be very useful in the field of
project management research because of the fact that the research is based on
constructing and (over time) constantly re-constructing meanings from different
individual experiences. In addition, the research questions that the researcher seeks to
provide answers to cannot all be answered only from the positivist viewpoint of the
world being deterministic. Walsham (1993) asserts that the purpose of the interpretive
approach in information science is to produce an understanding of the context and the .
process whereby information science influences and is influenced by the context.
Understanding and interpretation of the subject come from researcher’s own frame of
reference. This philosophical stance led to the utilization of the multiple methods
(quantitative and qualitative research methodology) in providing answers to the research

questions that this study seeks to provide insight on.

70



Carr and Kemmis (1986) argue that in the interpfetive approach the researcher does not
stand above or outside, but is a participant observer who engages in the activities and
discerns the meanings of actions as they are expressed within specific social contexts.
The present researcher is part of what is observed and cannot be isolated from thé
phenomenon investigated; the researcher focuses on meanings and the constant process
of interpretation and reinterpretaﬁon of the intentional, meaningful behaviour of
‘experts' — including researchers regardiﬁg the process of project cost and time control.
The researcher tries to understand the process of project control from their point of
view, look at the totality of each phase of construction project, and develops a
framework through the utilisation of both inductive and abductive reasoning from data
in order to answer the research questions. Moreover, this study adopts the Interpretivists

paradigm as suitable for the further development and testing of the research model.
4.3.4 Methodology

Research methodology is- a way to systematically solve ‘research problems.
Methodology addresses the question “how should the researcher study the subject of the
research?” Methodologiéal debates address the issues of types of sampling, data, design,
analysis and the consequences that result from methodological choices. Methodology
reflects beliefs about knowledge and values inherent in the paradigm within which the
study is conducted, and implies a concern with and commitment to construct a particular
type of knowledge. Research methodology has many dimensions. Research methods
constitute a part of research methodology. According to Klenke (2008) researchers
should classify selection inquiry concepts according to their stance as depicted in Fig

4.1
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e Writing (a testable proposition, which details the relationship between more
concepts or variables)

¢ Indicating exactly how the concepts or variables can be measured

o Testing this proposition

e - Examining the outcome of the study, which will validate the theory or establish
how the operational hypothesis needs to be modified |

¢ Ifnecessary, modifying the theory (proposition) and then repeating the process

Some important characteristics of the deductive approach are its searching for
explanations of causal relationships between variables, the need for the research to be
independent of what is being observed (which in turn requires both researcher and
research to remain objective), the importance of generalisation from a sample that must
be of sufficient size to ensure that the researcher can make inferences about a more

general population from the sample data.

Copi & Burgess-Jackson (1995) argue that phenomena that appear in the field are not
subject to deductive logic at all; the field is merely the court in which the a priori
hypotheses can be examined. Because of deductive logic does not use the field to
validate variables and suppositions stemming from an existing theory, it is the opposite
of the logic used for this research study, since it examines the field in order to disclose

the elements and the variables that play a role in the project control process.

Therefore, deductive research cannot be used in this research, since it is field-
dependent; it is not theory-dependent in the sense that the questions it poses do not arise
from a theory, but from the findings, data and pheriomena that revealed themselves

during the research process.

4.4.2 Induction: building theory

Inductive research is often associated with naturalistic studies. The intent is to collect
data and analyse it in order to develop a theory, model or explanation. A research

project using the inductive approach is more likely to be concerned with the context in
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which the events are taking place, and might mean that a small sample is more

appropriate than a large one (Gratton, 2010).

Russell (2011) states that inductive research involves looking for patterns in data and
then developing explanations or theories for those patterns through a series of
hypotheses. The hypotheses are tested against new cases, modified, retested against yet
more casés, and so on, until saturation occurs — that is, new cases no longer require

testing.

The purpose of the inductive approach is to understand the nature of the pfoblem and
then make sense of the data the researcher obtains from, for example, focus groups. The
| strength of this approach lies in understanding the context within which the research
takes place, rather than focusing on a cause and effect relationship.

Deductive research designs begin with theory then move on to gather data, as opposed
to inductive designs that begin with data and end by generating a theory, as shown in

Fig.4.2

The choice between deduction and induction is important, because it allows researchers
to make an informed decision about the research design and helps them think about
which choices and research strategies work best. Knowledge of the different résearch
traditions also allows the researcher to cater for potential constraints such as limited
access to data, a lack of prior knowledge of the subject, the researcher’s inability to

formulate a proposition or insufficient understanding of the subject.

According to Saunders et al. (2009), any research should use either the deductive
approach to develop a theory and hypotheses and design a research strategy to test the
latter, or the inductive approach, in which data is collected and theory developed as a

result of the analysis of that data.

Since the process would have to move toward the hypothesis and not from it, inductive
logic runs to be a one of the logic of the present study. Induction means to move from

incidents to some superior rules or structures through generalisation. It is a method used
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is to reach a conclusion or a summary of understanding through examples or

observation.

The following are some of the purposes underlying the choice of using an inductive

approach in this study:

Allows the condensing of raw textual data into a brief and summary format
Establishes clear links between the research objectives and the summary
ﬁndings derived from the raw data

Is well suited to large data sets

Allows for categories to emerge from data

Has a more flexible structure than the deductive approach. (Saunders et al.,

2009).

The main steps of the inductive method that have been conducted in the present study

were as followings

1.

Define the problem area: gather information to identify the most common
factors influencing time and cost overruns as found in various studies.

Collect Data: Gather information including informal conversations, observation,
reading books and articles regarding the factors influencing time and cost

control in LCIL.

3. Form a Hypothesis: the problem statement has been identified.

Develop a research plan: This is the most important step which includes

strategies to collect and analyse data.

5. Collect and analyse the data.

State Conclusion: This presented the analysis and findings of the survey

questionnaire ().
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philosophers agree that abduction is frequently used by social actors, in some form or
other, both in everyday and in scientific reasoning. Richard Fox (1998) defines the use

of the process of abduction thus: -

Abduction is inference to the best explanation. It is a form of problem solving used in a
diverse number of problems, from diagnosis to story understanding, to theory formation

and evaluation, to legal reasoning, to, possibly, perception.

The abductive process begins with the initial findings. It is “hypotheses on probation,”
and a cyclical process of checking and rechecking against our observations takes place,
widening and modifying the explanation through this process. Abduction is based on
empirical facts just like the inductive appfoach but it does not reject theoretical ideas
and is therefore, closer to the deductive approach. The abductive research approach
becomes a combination of both induction and deduction, but it also adds new elements

and includes understandings. (Levin-Rozalis, 2000b, 2003)

This research described is ﬁeld-depegdent in the sense that the field being studied
dictates the variables, the questions, and the sample of population for the research. It
deals not with abstract variables and the generalized, but with immediate and specific
facts. And facts need explanations that will organize them into a sensible structure —

some kind of theoretical or conceptual framework

Therefore, the researcher stated that the abductive approach is best suited for this
research since the researcher will adopt a qualitative strategy where data is collected
from semi- structured interviews. The data is based on the participants experience and
‘the aim is to get a closer understanding of the views of the participants. It is worthy of
note that the hypotheses of this research do not arise from any theory, but from practical
facts from previous studies about cost and time control processes. The design of the

abductive research that has been conducted in this research is shown in Fig.4.3
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