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THE DISPUTE IN THE C ONSTRUCTION INDUSTRY IN THE KINGDOM OF BAHRAIN

Abstract

Objectives

This research aimed to critically appraise dispute triggers on construction projects in the Kingdom of Bahrain in orde
to develop a dispute mitigation strategy. The study then looked to provide recommendations that could be implement:
within the construiton industry to avoid or mitigate disputes.

Methodology

The research adopted a qualitative strategy with its use of survey methodologgtr8etured interviews were used
to produce primary data and to widen the knowledge in the study in relatibe tiderature review. This adopted
methodology provided more reliability and valid data to the findings.

Findings

The results appear to be consistent over the chosen sample and also consistent with studies conducted in ot
countries. The main findingd dispute causes in Bahrain are: 1) delays in payment and approvals from the client side,
2) alteration to the standard conditions of contracts, 3) design changes and variations, 4) poor communication a
documentation, 5) lack of human resources, 6) tdgimetation of contracts and 7) lack of construction legislation.

Conclusions

The research showed the proper understanding of the importance of implementing a dispute avoidance and mitigati
strategy within the Bahrain construction industry and furtieeicluded that there is a lack of construction legislation to
regulate the industry. Finally, the dissertation laid out a set of recommendations to be implemented on th
governmental level as well as on the project participant level, followed by recontioesdar future studies.
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Chapter 1: Introduction

This chapter gives an introductdi

on

t o

t he

di ssertati

situation and theonstruction industry, followed by a justification for the research, aim and objectives and

methodology outline.

1.1 The Kingdome of Bahrain Overview

The Gulf region has only one island counthe Kingdom of Bahrain, which is among the several nationgahatthe

Cooperation Council for the Arab States of the GGICC).

TheKingdom of Bahrain is located on the southern coast of the Gulf region and slbareler on the east coast with
the Kingdom of Saudi Arabia (KSA) and also with the Qatar peninsula. With more3gh@fands Bahrain is an
archipelagowith Bahrainbeingthe largest islandith a total area of 586 sgms. ( 6 Ba hr a i n . IBis divided 6 ,
into five governorates:he capitol (Asamah),southern (Janubiyah)jorthern (Shamaliya), Muharraq, ameéntral

(Alwusta) (Organisation 2012)
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Figure 1.1. Map of Bahrain and its location in the Arabian GuifBa h r a P0d0) Br i ef 6,
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1.2 Kingdom of Bahrain Economics Overview

The main sources of income in the Kingdom of Bahrain were agriculture and fishing prior to the discovery of oil.
However, both are still practiced to date. It has not taken long for Bahrain to experience strong growth in the econom
sector. Afteroil, Bahai né6s second most i mportant export is alum
also important. To reduce its dependency on oil, Bahrain is attempting to privatise its e¢doribhye  Wor | d Fa
2015. Bahrain has become an internatibbanking centre, which is one more step that it is taking to reduce its
dependency on oil, thus diversifying its economy. Its main exports are petroleum, aluminium and textiles, while crudk
oil, machinery and chemicals are some of its major imports.idfoisvestments are encouraged in the Kingdom of
Bahrain. Bahrain was ranked seventh in the Opaying
investorsin201830 Ease of Doing BW¥iness in Bahraind

Table 1.1: The Economic Facts of Bain(0 Economy 6, 2015; O0The World Factbo

Indicator Value Forecast
GDP at current market price (2014) BD 23,735 million N/A
GDP at 2010 constant price (2014) BD 11,257 million N/A
2015: 3.6%
Real GDP growth (2014) 4.5% 2016 3.2%
Inflation CP1(2006= 100), annual changes (February 2015 2.1% N/A
Population 1,234,571 (2010) N/A
Total Employment (December 2014) 687,145 N/A
- Bahraini 22.8% N/A
- Non-Bahraini 77.2% N/A
Unemployment rate (Bahraini, December 2014) 3.8% N/A
Public sector debt (%f GDP, 2013) 43.5% N/A
Current account (% of GDP, 2013) 7,8% N/A
Industrial production growth (2014) 4.5 N/A
Revenues budget (2014) $7.808 billion N/A
Expenditure budget (2014) $8.896 billion N/A
Bahrainés growth rate of industrial production is 4
7. 8 %, as can be seen in the Table 1.1. The GDPo&s grc

field of education.

Bahrainds expenditures and revenues are very cl ose,
revenue is $7.808 billion and budget expenditure is $8.896 billion. It is important to mention that the services o
healthcare and eduiien are given as welfare because they are free for Bahrainis and people who visit the country
6The World Factbook6, 2015) .

The Bahrain economy is very strong, particularly in the field of banking. One Bahraini dinar (BD) is equal to $0.376.
In 2015, thecunt rydés GDP per <capita (PPP) i s( 6$BE5clo, n4o0ndy, 64,7 72,0
Worl d Fact.boTotkeé, B&8A5ai n Economic Devel opment Board
increasing competitiveness in the economy andigioy clear direction for developing the economy are part of the
economic vision of Bahrain for 2030. To achieve this vision, Bahrain believes that they have to facilitate eas)
accessibility to the rest of the countries in the Middle East; construct astablished business infrastructure; and
gain more experience in understanding and responding to the requirements for doing business with foreign countri
and companies.




1.3 Kingdom of Bahrain Construction Overview

The Bahrain Economic Devel opment Board (EDB) states
a boom. The communications and transport facilities in the country are highly developed. Moreover, the lifestyle in thi
country has been sidigantly improved by numerous projects that have made this nation one of the most favourable

Industries Year
2009 2010 2011 2012
Mining 22 21.1 21.5 19
Manufacturing 14.6 14.5 14.7 15.5
Electricity & Water 1.1 1.3 1.3 1.4
Hotels & Restaurants 2.5 2.7 2.2 2.7
Construction 7.6 7.4 6.8 6.8
Transport & Communications 6.7 6.7 6.8 7
Financial Services 17.1 17.5 17.1 17.1
Business Services 15 15 15 15
Real Estate 4.6 4.6 4.2 4.2
business destinations for various multinational fiflmé Why | nvest i n Bahraind, 2015)

Table 1.2: The Sector Contribution Percentages in BafdamMa ps by Gowvwernorateb6, n. d.

Between the years 2009 and 2013, the construction sector contributed to an average of 7.15% to the GDP. In 2009
was 7.6%, and in 2012, it declined to 6.8%. However, in 2013 it increased o@Maps by Gover nc
According to the BahraigDB (6 Wh'y | n v e s t201b)mamoBgtle mast apéh economic markets in the world,
Bahrain holds the 12th position and has a liberal environment. For instance, 100% ownership of business is offered
Bahrain; it also provides an open business relatiprashd easy accessibility to the rest of the Gulf region, and private
companies and the Gulf market benefit from taxation of zero percent. Jobs in the construction business increased vi
significantly between 2002 and 2009; for instance, an 18% rise vgasveld in the rate of employment in the country,

and a 160% increase was observed in the rate of employment for foreign wWorke’¢hy | nvest i n B
From 2001 to 2013, a 4% to 7% rise was seen in the construction sector that contributeGbiPthed Maps b
Governor.at ebo, n.d.)

In the case of dealing with construction permits, Bahrain was rafked2D13( 6 Ease of Doing Bus
2015) The number of construction permits issued between 2010 and 2013 is shown in Table 1.3dredomittathe

Year 2010 2011 2012 2013
Construction Permits 10,228 8,189 7,902 7,214
Construction (%) to the GDP 7.4 6.8 6.8 7

construction sector 6s p e (6ckcnotnaognei co PDldddoi nctartiobrustdi,on t o

Table 1.3: The number of construction permits in BahfahEc onomi ¢ I ndi catorsdé6, 2014

The construction industry has become weaker due to several factors, particularly the impact of the global financi
crisis, which resulted in the lowering of real estasset prices, the collapse of oil prices and an obvious decline in
export revenues. These were all main factors in the weakening of the construction sector in @aBrairc k t ¢
Bui |l di n.dHéwever d7%2Ancrease was seen in the construction ge@@t3(6 Why | nv e s t2016)n Ba
Similarly, the number of construction permits peaked in 2008 and then began declining until 2011, when it reache
8,189 permits. But in the first half of 2012, the construction sector began showing smaller redudidhs o n 0 mi
I ndicatorsé, 2014)
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6Bouncing Batkd ¢(h@at5XY he GCC Fundds financi al ai d, i
by GCC member countries, has affected the construction of roads and social housing in the Kingdom of Bahrain. |
this regard, there are plars ¢complete several major townships, comprising 40,000 homes, in the next five years. In
addition, major road projects are being undertaken, including the Muharraq Ring Road and the Nuwaidrat and Alb
intersection projects. Furthermore, a causeway projéidb@gin this year to link Bahrain with Saudi Arabia.

This project, which will include a road connection and a rail link, promises potential benefits to the trade, industrial anc
manufacturing sectors in Bahrain. In addition, work is expected to begintore ai r por t moder ni
second phase at Bahrain International Airport, and more projects are expected. In light of this, Bahrain needs
establish a disputavoidance/mitigation strategy for its construction industry. The risk of increastsl doe to
disputes and litigation compels the industry to find more efficient techniques of resolving and avoiding disputes earl;
in the project life cycldJannadia, Assaf, Bubshait & Naji, 2000

1.4 The Research Justification

AccordiCongstoudti on Conflict Ma nthegcenstraiidn industny is e largebtint i
most nations, with complex operations and a high value. In addition, it employs many people, with various profession:
qualifications, including quantityral building surveyors, geologists, electrical and mechanical engineers and landscape
architects, among others. Furthermore, there are a number of specialists engaged in various aspects of the construc
industry, such as in demolition, steel erectiomadding, roofing, glazing, air conditioning and heating, bricklaying,
decoration, damp proofing and concrete reinforcing, as well as other activities. The construction industry has a varie
of clients, such as large office developers, the Highway Authanitithose requiring their house to be repainted.

Capper(1995)and@Construction Conflict (Ma2hnetg thatdeaetduse aha donsRuet®ro | L
industry is so large and fragmented, many individuals, authorities and partnerships paiticipata addition,
construction work must be performed on open sites in which conditions are quite distinct from those in factories
meaning that failure of an individual or group can affect all parties involved in the project. Construction work usually
takes significant time to complete, during which changing economic conditions can alter the progress of the work, an
disputes are likely to occudannadiaet al, (2000) note that it is usual for owners, contractors and designers to
negotiate small, unecoplicated disputes, but the lengthy legal issues associated with more complex disputes ofter
hi nder progress of a project. Thus, Latham (1994) a
adversarial nature is to avoid disputes bliancing procedures relating to tendering and procurement.

Sahawneh (2000) notes that there are many factors that cause and prolong business disputes. Among them are
psychological and political factors inherent in any group, including corporateggrisuaddition, there are variations
in attitudes toward conflict and the manner in which litigation is used to protect interests. Furthermore, the method c
doing business in the Middle East is a contributing factor in differences of opinion amongtoositicansultants and
owners of diverse nationalities and cultures. Currently, disputes remain inevitable in the execution of contracts.
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1.5 Research Aim and Objectives
Research Aim:

The aim of this research is to critically appraise dispiggers on construction projects in the Kingdom of Bahrain,
with a view to develop a dispute mitigation strategy.

Research Objectives:

The objectives for this dissertation to contribute to the aim of the research are as follows:
9 to establish a knowledgeabe of the reasons for contractual disputes in construction projects;
9 to establish a knowledge base of the strategies for dispute mitigation and avoidance;

i to investigate the practical causes of contractual disputes and the avoidance measuresctaigtrudtion
projects in the Kingdom of Bahrain; and

i to discuss and recommend techniques that could be implemented early in projects to avoid or mitigate dispute
1

1.6 Methodology Outline

The researcher originally intended to make use of a mixetthod aproach, since it would combine the advantages of
both quantitative and qualitative methods, in order to obtain a stronger analysis that could not be obtained by oth
methods alone. Moreover, the use of a mirexthod approach would allow the researcheyaio indepth knowledge

of the construction dispute situation in Bahrain by conducting several interviews with industry professionals. Tha

knowledge could then be applied to a larger sample in order to measure the impact and magnitude of disputes on
personal, organisational and economic levels.

However, because of time limitations and the fact that construction disputes argasedeched in Bahrain, it has
been concluded that the use of a qualitative method would be most appropriate in ordeevie thehresearch
objectives. The collection of qualitative data will be done by the use of surveys and interviews.

Interviews were chosen as a method to support the survey data collection strategy. An interview method allows tt
researcher to obtain validredible and reliable data through exploring further assessments of the interviewee answer:
to the interview questions.

Additionally, there are three different types of interviews: structured interviews;ssemiured interviews and
unstructured intetiews. For the purpose of this dissertation, ssimictured interviews have been selected since they
would give the researcher the freedom to reflect on the answers and would allow the interviewees to speak freely.
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1.7 Dissertation Structure

This dissertation is broadly outlined in five chapters: introduction, literature review, research methodology, date
analysis and discussion and conclusion with a set of recommendations.

CHAPTER 1: Introduction. This chapter gives an introduction to the tseer and provides an outline of the
Kingdom of Bahraindés economic situation and the, con
aim and objectives and methodology outline

CHAPTER 2: Literature review. This chapter discussesexpibres the different theories that have been established
with regards to construction disputes. Additionally, a review of the data provides a theoretical foundation in order tc
establish the interview questions.

CHAPTER 3: Research methodology. This uiea elaborates on the approaches and strategies for the data collection
that are presented in the following chapter, and it also discusses the research techniques.

CHAPTER 4: Data analysis and discussion. This chapter discusses the sample size ofvtbesraed how the
interviewees were chosen. The data collected from the interviews are analysed and categorised to form a set of disp
factors in Bahrain and a model for how to avoid disputes.

CHAPTER 5: Conclusion and recommendations. This chapter atises the entire dissertation by drawing together
the different factors contributing to disputes that have been collected from the literature review and extracted from th
interviews to formulate a set of recommendations and future actions that candmpute avoidance and mitigation
framework.




Chapter 2: Literature Review
This chapter outlines the importance of the construction industry and its contribution to the economy. Further, a wid
range of literature is discusseddeate knowledge of the different dispute factors and how dispute is inevitable in
construction projects. Finally, a discussion on different dispute methods and how they can be beneficial to th
construction industry is presented.

2.1 The Constructionindustry

Internationally, one of the major sectors that accounts for a considerable percentage of the Gross Domestic Prod
(GDP) in various nations is the consttion industry.According to Mawhinney (2001), the contribution of the
constructionindustry o a countryos GDP%ipercerd, pithr8%lR% coresidesed typical ¥alue.

Ng et al. (2007}state that 55 largest nations in the world spend approximately $4 trillion on the construction industry.
This attests that the construction indygtlays a significant role in the economy. This significance is related to any
other aspect that contributes to the achievement of this industry and minimizes its losses. For example, tt
construction industry in the United Kingdom employs approxim&88;000 firms that range from small to large and
employ approximately 3.2 million individuals, ranging from lskilled employees to highlgkilled experts who work

in the industry in various rold&JKCG 2012)

Moreover, it is a fact that this industry €ssentially a collection of other industéie®r example, a finished building
results from blending an assembly of building material, tools, and elements that are manufactured by differer
industries(Kwakye, 1997) Consequently, it is a fact that amgcfor that affects the construction industry directly
impacts the entire economy of other industries; conflicts and disputes that are poorly managed are two such factors tl
affect the industry.

As suggested by Ballard and Howell (1998), thiduistry isc o n s i d e r eTdis dealanatiog of anigueness in the

field of construction is associated with an integration of two features. Firstly, the product/project belongs to the grou
of fixed-position manufacturing, which means that the final product efctnstruction project is fixed in position.
Construction has the characteristics of-biésed manufacture, which implies that assembly should be conducted on
site. Secondly, the product/project is fixed in one place. This characteristic causestidiffencand uncertainty.

The construction industry is dynamic in nature; however, in the past 20 years, some of the factors within the
construction environment have evolved because of increased uncertainties in budget, technology, and development
theprocesses usg®ilaset al, 1996;Albert and Ada2004) Therefore, the environment of the construction industry
has become much more dynamic now than it was edtlamrgford 2001) and also extra complicated in terms of
different activities and pa#s involved within one particular projedurner, 1999} all these aspects characterize the
construction industry.

Furthermore, construction projects are entirely dependenstomages of future occurrenceé3uantity surveyors and
estimators must work on cost and tinedated estimates for a project that is essentially unpredictable and unstable in
nature(Ward and Chapmar2003) Therefore, it is evident that this industry is also associated with riskieag e
project is differs in various aspects, such as the
(Ashworth 2013)

Due to these aspects, the construction industry is likely to have a natural potential for disputes and condliatscand
adversaria{Ashworth 2013)This results from the reality that every construction project is a multifaceted process that
necessitates the harmonized effort of a temporarily assembled muoigpher association of various distinct groups,
where eery group has its unique organizational culture, goals and needs, and professional ethics and culture
moreover, every group aims at maximizing their own profits and bef@fiesung and Sue2002 Weddikkara 2003)

The key parties engaged in a constiarctproject are the Consultants/Architect, Client, and Contractor. Moreover,
there are other significant characteristics that are intrinsic in the construction industry such as fragmented, temporal
and shorterm (Albert and Ada2004) Subsequently, aording to Ashworth (2013), disputes are the one common
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aspect of theconstruction industry anywher&he construction industry always involves multidisciplinary players,
which further hinders the ability of this industry to evade disfbtemitt, 2003)

2.2 Disputes in construction
This section discusses the impact of disputes on the construction industry, different research conducted on constructi
disputes, the causes of construction disputes, and different diggotation methods.

2.2.1 Impacts ofConstruction Disputes

Conflicts and disputes in every construction project are always viewed as negative events which occur in the differe
stages of a projectds development cycl e. I'n mosds c
completion, cost, and performan@éack Jr 1995) Disputes are inherent within the construction industry; therefore,
they are always expected during the course of the construction project. Disputes cause a delay in completing t
project on time andvithin budget(Fenn 2007) Moreover, disputes consume more time, cost more money than the
estimated cost, and also lead to the ruining of relations which may have taken numerous years to(Astatdigh

2012)

According to Gebkel2006), to avoid disputes from becoming formal claims, it is important to solve disputes as soon
as they emerge in the workplace, without the intervention of a third party. This reduces the chances of any worsenil
in the relationship among the partiesalved in the construction work. It also results in less stress and lower costs for
all parties. In turn, this results in augmented productivity, fewer court claims in employment, lower costs of humar
resource and better job relations Gibbons (200#)other words, disputes always lead to failure and destruction of
relationships.

The public construction industry involves mass construction projects throughout the entire nation and these al
strongly supported by the government. However, the projecepsas associated with more complexity as a result of
the enormous size and number of projects in the s@&strmvorth 2013)

On the other hand, construction disputes may seem like a waste of resources as well as time. The resources which
used insolving disputes can be better used to make construction work more authentic or to improve the quality o
management in the proje@tenn 2007) In other words, disputes on a construction project only add to the costs of the
project, whereas that monegirtbe used to build bigger and better projects by diverting the money spent on resolving
the dispute into the budget for the proj@ebmmerce2002)

Now, from the aspects discussed above, it is very clear that disputes in a construction project can cause much harn
all stakeholders in the construction industry. Thus, it is wise to avoid disputes rather than resolving them when the
have already oceted. According to Latham (1994), the best solution for reducing the adversarial nature of the
construction industry is to avoid disputes. Furthermore, Turner (1999) added that the first step in dealing with dispute
is to avoid the occurrence of problgmn the project site to the furthest extent possible. However, for an organization
to be able to avoid disputes in the workplace, it is important that they recognize the causes of disputes in a constructi
project(Fenn 2007) The recognition of thesmauses will enable organizations to avoid or mitigate disputes in future
projects. Therefore, the management must conduct a detailed examination of the causal factors of disputes whe
feasible.
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2.2.2 Research related to construction disputes

Research conducted on construction disputes has shown that disputes in the construction industry are not restricted
specific national systemn their book entitledispute Resolution and Conflict Management in Construckenn et

al. (1998)evaluated the various legal systems of 20 nations from Europe and North America to the Middle East anc
Asia. It was established that disputes in a construction project may be because of other supplementary disputes whi
are related t o eation, orduetolitysocsl, polaidaluculteral,aaligiouspand environmental aspects.
Daoud and Azzam (1999) observed the cause of disputamnstruction projects the Middle East. Although their

study did not appear to specify the sample sizeth@dountries in which the study took place, it revealed that there
are five main causes of construction disputes.

One of the primary causes of disputes revealed in their study was modifications made by owners to the standa
conditions of the contractThe second cause of disputes was found to be the lack of understanding of key clauses ir
the contract by concerned parties. The third cause of disputes was poor documentation during the administration of t
contract. The fourth cause was many regutetiand endless legislation changes, and the fifth cause was local cultural
influence on the performance of the parties involved in the contract.

Further, empirical work conducted by Kumaraswamy (1997) in Hong Kong to establish the general claims awd disput
that acur in construction projectdhe researcher came up with an explanation for the causes and disputes and
categorized them into two types: gihmate causes and root caus@séversities among consultants, clients, and
contractors as the causeoficet r ucti on grievances impelled him to di
causesb. According to Gould (19929)hethe rsultsaftrdotecausdeon f | i
example, conflicts and disputes might arise dubedack of proficiency of project contributors, lack of determination,

or clientsdéd |l ack of information. I'n addition, pr ox
response or changes by clients, etc. Finally, these proximatesdaad to claims and disputes.




Unfair risk allocation
Unciear risk aliocation

Unrealistic time J/cost /quality targets (by clients)

Uncontrollable external evenis

Adversarial (indusiry) culture

Unrealistic tender pricing
Inappropriate contract type
Lack of competence of project participants

Lack of professicnalism of project participants

NODT CAVIES

Clients lack of Information or decisiveness
Unrealistic information expectations (contraclor's)

4

e Q@nerate by themselives or through interactions..... ]

| ==

Poor communications
Personality clashes

> Vesled int
|(Paoimarz cavzzs) Changes by client |

Siow client! response
| l

Exaggeraled claims

¥ Estimating errcrs

Cther (eg. work) emrors

internal cisputes (eg: In JVs)

Inadequate contract administration
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Inaccurale design Intormation
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v nadequale design documentation
Insppropriate contracior seleclion
'Inappropm:. payment modalities

Inappropriate contract form L L

weee Generate by themselves or through interactions.....

(0&&']8 (categorized according 10 contractual requirements) & DlgPUTlt)

Figure 2.1: Common sources of construction claim and disputes (Kumaraswamy 1997)
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In addition, negligence has been determined to be the most common causes of dispute in th&rigdived while
decisiveness and failure are the most common causes in Australia. A study was conducted by Watts and Scriver
(1995), and they collected data from 60 building issues within the two nations. Only 290 causes from these issues he
been estalished. The causes were further categorized into 21 different categories that were adaiitedbnto 5

Number of % of all Number of o

dSil;bgl;J:gup T GEES € disputes in Australian disputes in the d/(i)s()fu?claISUK

P Australia disputes United Kingdom b
Payment 44 33% 67 43%
Decisiveness of the 35 2704 26 17%
agreement
Time 22 17% 23 14%
Tort 17 13% 24 15%
_The Iocatlon_and 14 10% 18 11%
implementation of work
Total 132 100% 158 100%

subgroups depending on their nature. The five subgroups and their frequencies are illustrated below.
Table 2.1: Sources of dispué@/atts and Erivener 1995)

Furthermore, a further empirical study performed in Canada by Bristow and Vasilopoulos (1995) established five
major causes of dispute:

x Impracticableexpectations by the parties involved

x Indistinct contract documents

x  Lack of effective communication among project contributors

x  Lack of instant responses from participants to changes and projected conditions

Additionally, a relative analysis was conductgdMitropoulos and Howell (2001) to analyse 24 disputes that occurred

in 14 projects in the United States. They came up with a model that explains why disputes occur and developed
explanation of the &6pr obl em stiadt, praject uncartinty workingreatidng and s
problemsolving efficiency. This model is explained in Figure 2.2

Problem Solving

What is the ENcivanans Dispute Resolution

solution?

- Behaviors, Relations Effectiveness
- Processcs - Integrative —

- Distributive

v

Uncertainty v‘v’ niblems Problem Problem solving ) Dispute resolution
- Complexity 3 dir(e"!iv e Situations outcome Dispute outcome
-Performance ’_’ E ¥ n' t Four —» - Effect on project - Entitlement - Transaction costs
requirements 5 p"rvf"o ey Problem types - Agreement on - Amount - Impact on relation

- Performance responsibility - Recurrence
* Other factors
Contractual Who is - Situational
problems/ —— - Cost of conflict
Opportunism P) responsible? - Culture
Noiiiimmiiiis?

Figure 2.2: Dispute Development and Resolution M@kfiropoulos and Howell 2001)
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A number of studies have been conducted in ségeumntries across the world and revealed that there are different
types of construction disputes, which are summarized in the table below.

Researcher Area Finding
Five major causes of dispute in construction contrédtsrations, lack
Middle East of understanding, variations in legislation and guidelines,

Daoud and Azzam,

1999 o i

communication, and the impact of local culture.
Kumaraswamy, 1997 | Hong Kong Two areas: root causes and proximate causes
Watts and Scrivener, un ited Comparison of 60 sued construction disputes in UK & Australia;
1995 ngdom & causes of dispute categorized into 5-gutups

Australia '

Five major causes of dispute: impracticable expectations by the p
Bristow and Canada indistinct contrat documents, poor communications among pro
Vasilopoulos, 1995 contributors, lack of cooperation among contributors, and failur

contributors to instantly handle changes and projected conditions.
A categorization of problernircumstances produces a model base(
United States | project uncertainty, contract, working relations, and prokdeiiing
efficiency.

Mitropolous and
Howell, 2001

Table 2.2: Synopsis of dispute causes as established in the literature

The literature on construction disputes could be considerarte regardless of the researdht tas already been
conductedl n his article entitled OPredicting Construct.i
disputes in the construction industry might be termed thin, considering the siteaighificance of the industry to a
nation. Further, he suggested that more research should be conducted and argued that the relatively small founda
of research is responsible for the differences between legal and scientific logic and thedaokarny to define the
problem.

In other words, the recognition of the causal factors of construction disputes was found to vary from one research
another, with no tangible causes found for disputes in project management. This simply implieaghaedaausal
factors of construction dispute were found in existing literature. Fenn (2002) argued that this could only imply that the
characters involved in the construction industry are not willing to condhalgtpth research into the matter. Thigige
evident, Fenn (2002) further states that other researchers took up the challenge and decided to explore this sub
further by identifying the vast categories of conflicts and their causes through the use of an appropriate and establish
procedure.
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2.2.3 Causes of construction disputes

The research conducted herein aims at addressing the issue of construction disputes and proposing a reliable stratec
help minimize disputes and ultimately avoiding them completely in the construction industry in the Kingdom of
Bahrain. However, it isvise to first identify the causes of disputes and their origin before any other step is taken.
Despite the many research studies conducted, the causal factors of construction disputes cannot be put into a sir
framework. However, it was found that somiethe causal factors were contributed by the employer, contractor,
consultant, and the contract itself.

Consequently, this dissertation categorizes construction disputes into three major themes: Contract, Employer a
Consultant, and Contractor; thisindicated in the summarized table below which was established by Ashworth (2012)
and Ashworth (2013).

Table 2.3: Classification of the major causes of construction disgAgagvorth 2012 Ashworth 2013)

Contributor Causes of Dispute

U Adversarial nature of construction contracts
Contract and the u Poor com_munication between the parties invplved
nature of industry u Pro_pggafuon of_types of contract and warranties

i Division in the industry

U Tendering guidelines and procedures

U Poorconsultation and briefing

i Changes and distinction requirements

U Alterations to standard conditions of contract

U Meddling in the contractual roles of the contract manager
Employers and i Delayed payments
Consultants U Design insufficiency

U Lack of necessary proficiency and experience

U Lateand deficient information

U Lack of harmonization

0 Indistinct allocation of responsibilities

U Poor site management

i Poor planning and programming

U Poor standards of workmanship
Contractors N ) )

U Disputes with subcontractors

U Late imbursement to subcontractors

U Harmonization of subcontractors

Similarly, in the US, the American Arbitration Association cautions the construction industry regarding the weightiness
of disputes that occurs in construction projects and has reported that most US constructiors aetirdtizeen tainted
during the past 50 yedrdrom positive affiliation among all parties of the projects to a competition consumed in fault
finding and defensiveness that results in legal action. Thus, the construction industry has become tremendous
adwersarial; therefore, an optimistic association among the parties involved in construction activities is essential to
winning project; disputes will persist if all people continue not to trust each (@tbsociation 1996)

Allen (2012) declared that oetruction is fundamentally attached to the general strength of the global economy; a
number of construction projects are entangled in disputes that incur a lot of expenditure. Expenses related to dispt
management become elevated and also have othactsnitke holding up key personnel for considerable periods of
time. Therefore, it is important to consider conflict management and dispute resolution within all subdivisions of the
construction industry, that is, consultants and advisers, researctieas\adysts, and providers of legal servigéiéen,

2012)
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In research conducted in the Australian construction industry, Dawson (2007) established that cost and plan overru
were the major contributing aspects to disputes. Furthermore, in the US, approximately US$ five billion were sper
annually on legal actio related to disputes and it was anticipated to increase by 10% an(alhel, 1998)
Consequently, disputes are anticipated to increase the cost to the Australian construction industry. This indicates tt
there is a serious impact on the construciimdustry and all endeavours must be focused on establishing successful
solutions to minimize or completely avoid dispufesve et al, 2009)

On the other hand, developing nations have been adversely affected by elevating cases of disputes. eddrindicat
Table 2.4 below, the Middle East has been experiencing the highest costs related to disputes as compared to Eurc
USA, and UK. The data in the table indicates that in 2011, the cost of disputes for Middle East reached $112.5 millio
and resolvinghese disputes took nine months on average. Plimmer (2013) indicates that in another study conducted
2012, the total value of costs attributed to disputes was estimated to be £41.8 million, while it was £17.7 million an
£5.8 million in the United Kingdm and United States, respectivilthe disputes in the United $a being of the
lowest valueFurther, Plimmer (2013) reported that the costs may be even higher as many cases did not even make it
the court because of the high costs involved. THieéause it is not only that the amount of disputes has increased but
also that the time taken to resolve these disputes has increased as well. Although the data appears to suggest tha
disputes would cost considerably more in the Middle East compareither nations, the data is highly questionable
since there is no reflection of the industry output of the Middle East in contrast to other nations. In other words, th
high cost of disputes could imply that there are more construction projects inidbke Mast as compared to other
nations. The table below presents a broad summary of the cost of disputes and the time taken for (Aelution
2012)

Even though the current research does noesinte&ihgdane d:
of Bahrain, the data of the Middle East can be of great significance in widely ascertaining the situation in this natior
Bahrain is part of the Middle East countries and hence it has got many similarities and characteristics of the othe
nations in this region. In the Middle East, Bahrain is considered as one of the key players in the construction industr
thereby encouraging various local and international investors to invest in major projects in the (@ahrain.com

2015) Accadingly, the high number of disputes contrasted with the previously mentioned nations also reflects a higr
number of disputes in Bahrainbés construction indust
necessitates a broad researchstablish the core causes responsible for a high number of disputes.

Table 2.4: The Global Construction Disputes Status 2804n, 2012;Plimmer, 2013)

Region Dispute Value (US $ millions) Length of Dispute (Months)
2011 2010 2011 2010
UnitedKingdom 10.2 7.5 8.7 6.75
Europe 35.1 33.3 11.6 10
Middle East 112.5 56.25 9 8.24
Asian 53.1 64.5 12.4 11.1
United States 10.5 64.5 14.4 114
Global Average 32.2 35.1 10.6 9.1

Diekmann et al. (1994@stablished that there were three main aspects of the causes of digmaess, people, and
product. The product aspect lies in the nature of construction projects and uncertainty that occasiantglynres
confusion and changedhe process aspechtails contractual matters like inadequate information teises
performance to suffefThe people aspect is associated with a lack of adequate skills and qualifications among the
contributors of a project.
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Love et al. (2009konducted an analysihrough two focus groups in a public construction project, namely, a client
organizationand a contractor organizatioh.h e t wo p ation towarsddisputes variedhe client workers

such as project managers, quantity surveyors, and archégept®rr t ed aspects such as con
poor workmanship, imperfect documents, poor planning, and a lack of resources. On the contrary, the mai
contractorés workers focused on envi r oeadwesiatiana ds the key u a-
aspects for emerging disputd$ie two parties, the client and contractor, incurred a high cost on disputes.
Further,Kumar et al. (2006gonducted a study to establish the causes of conflicts in the Korean construction industry.
Out of many established dispute causes, the authors further categorizadgbs into six root factor§hese factors
include public interruptions, changed sitenditions, changed order evaluation, design errors, excessive quantity
variation, and doble meaning of specificatioifhe various categories and their root conflict and dispute aspects are
illustrated in Figure 2.3 below.

Critical Construction
Conflicting Factors

NI — ™ il

in(c'::::)ilcions Changed site ('hf“ﬁ" order Design Excessive quantity Double meaning of
conditions evaluation errors variation specification
; :
gr—— T "W o 11 . 2

1. Compensation not 1. Lack of knowledge 1. Tendency of high 1. Inexperience of \ 1. Change orders ic I
paid or not enough of local condition price claim designer 2. Scope change . “";P Icate

2. Property 2. Superficial 2. Tendency of 2. Lack of knowledge 3. Design errors A ;‘".' S
expropnation investigation of site lower price offer of local condition 4. Drawing errors & m\P'L r.x‘um %

3. Fear of displace condition 3. Method not clear 3. Base data were 5. Misinterpretation “"“i ication

4. Not fulfill interest 3. Carelessness of in contract wrong of drawings ' :\)nl‘;v 5
of community investigator provision 4. Wrong site e f" “"‘

S. Project hamper 4. Lack of investment exploration results ; .sl..md‘.ufl
health of people (money, ime, S. Faulty assumptions (‘UN p'.lvxlc
and damage the experts) in site 6. Incompetent 2 I\L'l.ldt.:nt.‘ "
natural setting of exploration dotigons 5. 'g\h.d lnl.uul
flora and fauna 5. Wrong interpretation 7. Low design fee 6. Negligence

6. People seeking of site investigation 8. Cheap designer
more benefit from results hired instead of
the project 6. Archeological quality

7. Misbehave of (historical) site
project people found

G 7. Owner's decision to

\ differ site ) L j \ j k / \—/

Figure 2.3: Critical factors of construction dispufiésimar et al. 2006)

A study on the causes of delays in publically funded construction projects was condugtetitibgt al. (1985)in

Turkey for the period 197@980. They established 23 causesafistruction delays and concluded that the main
causes were deficiency of materials, complexity of receiving payments from agencies, complexities associated with tt
contractor, and organizational features of contracting firms and public agencies.

Nevertreless Mansfield et al. (1994identified that a number of disputes where triggered at a personal human level or
inefficiencies in management that were not contractual or technical. The list of key aspects included poor contra
supervision, finance and yraent strategies, material adequacy, erroneous estimation, and overall price instabilities.
Support for this was offered in the study by Chan and Kumaraswamy (1997), who discovered five key aspects fc
disputes associated with delays: poor risk manageamshtsupervision, unexpected site conditions, slow deeision
making, clientinitiated variations, and work variations.
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