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Abstract 

It is generally acknowledged that one criterion for judging the success of a construction project is whether it is completed within 
budget. Due to various factors, this is often more of a challenge in developing countries where budget problems are just one factor 
in often poor project performance. In Afghanistan, construction cost overruns are the most substantial problem (facing all parties 
to a project; suppliers, subcontractors, main contractors and clients). This research aims to identify the significant factors that lead 
to construction cost overruns in Afghanistan. The finding of the research is that the key critical causes that potentially result in 
construction cost overruns in Afghanistan are: corruption, delay in progress payment by owner, difficulties in financing project 
by contractors, security, change the order by the owner during construction and market inflation. 
© 2016 The Authors. Published by Elsevier Ltd. 
Peer-review under responsibility of the organizing committee of EPPM2016. 
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1. Introduction  

The inability of the construction industry to complete the projects on time and within budget has become the major 
concerns of the clients [1]. Cost overrun is a common problem worldwide, but it is a significant challenge in 
developing countries [2]. The construction industry is a significant contributor of economic and social development 
in developed and developing countries. As the Afghanistan construction industry continues to grow in size, it even 
more important projects to be finished within planned budget. Unfortunately, most construction projects still fail to 
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meet the deadlines and also exceed initial estimated budget. Flyvbjerg et al. [3] indicates that construction cost 
overruns is a major challenge, where 9 out of 10 construction projects encounter cost overruns. Moreover, the cost 
overrun can be as high as 183% more than planned estimated budget [4, 5].  

The Construction industry in developed countries, including the United Kingdom also suffer from cost overrun 
because about one third of employers complain that construction projects experience budget overrun [6]. 
Furthermore, the clients reported that nearly sixty percent of the projects did not meet the planned budget [7]. Cost 
overrun in the UK construction industry has become a common problem [8].  

In developing countries, like Afghanistan, the construction industry is the backbone of the economic and social 
development. The construction industry is the main contributor to economic development and constitutes around 
10% of country GDP. The construction industry is a significant contributor to the economic development but 
encounters with various challenges, such as lack of productivity, cost overruns and client dissatisfaction [9]. Such 
issues significantly affect the economic development of the country, and slow down the foreign direct investment in 
the construction industry. 

The aim of this research, therefore, is to assess and identify the critical factors that result in project cost overruns 
in Afghanistan construction industry.  

2. Literature Review 

A major factor in project success is completion on budget [3]. Furthermore, cost performance is the key 
measurement of an organization’s productivity and profitability [8]. Project cost overrun is measured as the difference 
between the planned cost (estimate) and actual construction cost on completion. The construction industry in 
Afghanistan is generally unable to complete projects within the original estimated cost [10]. 

A number studies have been conducted to address the issue and factors that cause project cost overruns. A research 
by Flyvbjerg et al. [3] revealed that 9 out of 10 construction projects experienced cost overrun with an average budget 
overrun of 28%. 258 construction projects in 20 countries were studied where the cost performance were very poor. 
Another study conducted by Cantarelli et al. [11] showed that cost overrun is a common issue in construction projects, 
which investigated 87 projects and found that on average 10.3% of projects faced cost overruns. In Malaysia, 359 
projects (308 public and 51 private projects) were evaluated, with the findings showing that only 46.8% of public 
projects and 37.2% of private projects were delivered within contract amount [12].  

A research was carried out by Kaming et al. [13] aiming at identifying the significant cost overrun factors. The 
results indicated that the key factors are, material cost increases due to inflation, inaccurate materials estimating and 
the degree of project complexity. In Saudi Arabia a construction industry study indicated that the main factors that 
led to cost overruns were the effects of weather, social and cultural impacts, level of competitors, project location, 
lack of productivity standards, supplier manipulation, economic stability, inadequate production of raw materials by 
the country and finally absence of construction cost data [14]. In Botswana, a study was carried out by Chimwaso 
[15] to assess the cost performance of construction projects, with findings indicating that the most significant cause 
of cost overruns are, variations, measurement of provisional works, contractual claims and fluctuations in the cost of 
labor and materials. A study on Ghana ground water projects identified that the 5 main cost overruns factors are poor 
contractor management, monthly payment difficulties from agencies, material procurement, poor technical 
performances, and escalation of material prices [16].  

In India, a study was conducted by Iyer and Jha [17] found that 10 significant factors result in cost overrun: conflict 
among project participants, ignorance and lack of knowledge, presence of poor project specific attributes, non-
existence of cooperation, hostile socio-economic, climatic conditions, reluctance in timely decision, aggressive 
competition at tender stage; and short bid preparation time. In the Gaza Strip, a research on cost overruns revealed 
the major causes being material shortage, late procurement of materials and equipment, fluctuation of material prices, 
delay in progress payment, differentiation of currency prices, rework, poor control of cost, poor site management, 
poor communication and coordination between stakeholders, inadequate planning and scheduling, mistakes in design 
documents, project complexity and delay in design approval [18].  

In Nigeria, in infrastructure projects the key causes of cost overruns are: poor contract management, price 
fluctuation, material shortage, frequent design change, weather, financing and late issuing of payments [19]. Another 
research by Le-Hoai et al. [20] in Vietnam in large construction projects found that the significant factors that resulted 



512   Ghulam Abbas Niazi and Noel Painting  /  Procedia Engineering   182  ( 2017 )  510 – 517 

in cost overrun include difficulties in financing the projects by the clients and contractors, change in design 
documents, poor site management and supervision and labor cost increase. A research in Zambia revealed that reasons 
for cost overrun are change in scope, schedule delays, inflation, technical challenges, inclement climate are 
environmental issues [21]. 

An in-depth literature review identifies sixty nine causes of project cost overruns. These factors are classified into 
eight categories as shown in Table 1.  

Table 1. Common factors of cost overrun identified. 

No. Causes of Cost Overrun  Category 

1 Delay in progress payments  Client 

2 Delay in delivering the site to the contractor  Client 

3 Frequent change orders during construction by client Client 

4 Late in approving design documents  Client 

5 Unrealistic contract duration  Client 

6 Work suspension by clients  Client 

7 Delay in decision making process  Client 

8 Owner interference  Client 

9 Delay in change orders by client Client 

10 Poor financial control mechanism  Client 

11 Poor coordination and communication b/t contractor and other parties Contractor  

12 Financial difficulties by contractors  Contractor  

13 Delay in site mobilization  Contractor  

14 Often changing sub-contractors  Contractor  

15 Mistakes during construction by contractors Contractor  

16 Poor contractors experience  Contractor  

17 Ineffective planning and scheduling  Contractor  

18 Ineffective coordination between contractors and other parties  Contractor  

19 Lack of sub-contractor skills  Contractor 

20 Poor site management by contractors Consultant  

21 Lack of sufficient experience of consultants  Consultant  

22 Delay in reviewing the design documents Consultant  

23 Poor inspection plan by consultants  Consultant  

24 Project design complexity  Consultant  

25 Mistakes and discrepancies in design documents  Consultant  

26 Poor coordination/communication between consultant & parties Consultant  

27 Slowness in giving instruction  Consultant  

28 Inadequate quality assurance and quality control plans Consultant  

29 Conflicts amongst consultant with other parties  Consultant  

30 Delay in reporting the progress of works done  Consultant 

31 Low productivity of labour  Labour 

32 Shortage of technical staff  Labour 

33 Weak motivation  Labour 

34 Conflict between labour Labour 

35 Labour nationality  Labour 
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No. Causes of Cost Overrun  Category 

36 High cost of labour  Labour 

37 Overtime issues  Labour 

38 Delay in material delivery  Material & Equip. 

39 Poor material handling on site  Material & Equip. 

40 Inappropriate / misuse of material  Material & Equip. 

41 Poor procurement programming of material  Material & Equip. 

42 Shortage of materials in the market  Material & Equip. 

43 Low quality of materials Material & Equip. 

44 Construction equipment shortage Material & Equip. 

45 Equipment productivity  Material & Equip. 

46 Equipment failure  Material & Equip. 

47 Equipment choice  Material & Equip. 

48 Corruption  External  

49 Security  External  

50 Warlords influence  External  

51 Effect of social and cultural factors  External  

52 Permits from related authorities  External  

53 Land acquisition  External  

54 Natural disasters  External  

55 Utilities issues  External  

56 Foreign labour permits  External  

57 Lengthy bureaucracy in government entities  External  

58 Laws and regulations changes External  

59 Lengthy dispute settlement  External  

60 Restriction at job site  External  

61 Market inflation  External  

62 Currency changes  External  

63 Safety during construction activities  External  

64 Legal disputes between parties External  

65 Lack of definition of substantial completion  External  

66 Inappropriate type of project bidding and award  External  

67 Mistakes and discrepancies in contract documents  External  

68 Building codes  External  

69 Strikes and demonstration  External  

3. Research Methodology  

For this research the quantitative method was adopted to evaluate the construction professional’s perceptions in 
Afghanistan on factors that result in cost overruns. A questionnaire was used to identity the significant causes 
influencing cost overruns in construction projects in Afghanistan. To measure the data from questionnaire survey the 
ordinal scale was used. The ordinal scale for this research was adopted [18]. The Likert scale of five ordinal measures 
from 1 to 5 according to the level of contributing used where; 1 indicates not significant, 2 slightly significant,  
3 moderately significant, 4 very significant, and 5 extremely significant.  

Prior to collecting the data, pilot interviews were conducted with 10 professionals involved in the Afghanistan 
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construction industry. The main reason for conducting interviews was to verify whether the questions were relevant 
in respect to the objectives of the study. The final version of the questionnaire was developed after the correction of 
mistakes and in order to avoid ambiguities in the questionnaire. The questionnaire was then circulated to 75 
construction practitioners, including clients, consultants and contractors.  

In this study the Relative Importance Index (RII) was employed to rank the causes of cost overrun in projects. The 
RII value was calculated [18, 22] with the following equation:  

= ∑ ∙×                   (1) 

where: 
RII – Relative Importance Index  
W –Weighting given to each factor by the respondents and ranges from 1 to 5  
X – Frequency of i-th response given for each cause  
A – Highest weight (i.e. 5 in this case)  
N – Total number of respondents. 

4. Data Analyse and Discussion 

The structured questionnaire survey was carried out by distributing a total of 75 questionnaire sets. 55 of the 75 
questionnaires distributed were returned. Distributed was to 30 clients, 30 contractors and 15 to consultant firms. It 
was found that 4 of returned questionnaires were not complete and considered invalid for further data analysis. As  
a result, 51 sets of questionnaires were usable for further analysis as presented in Table 2.  

Table 2. Summary of survey carried out. 
Parameters Values 

Number of questionnaire distributed 75 

Number of questionnaire received 55 

Number of questionnaire were incomplete (invalid) 4 

Number of responses 51 

Percentage of responses received (%) 73.4 

Percentage of responses were valid for analysis (%) 68.0 

4.1 . Respondents demographic 

The respondents that participated in this survey had significant working experience in implementing different 
types of construction projects. Table 3 presents the characteristics of respondents and shows that the majority of the 
respondents are contractors (45.1%), followed by the clients and consultants with a percentage of 35.3% and 19.6%, 
respectively. The respondent’s position indicates that the majority of respondents were project managers with  
a percentage of 49.1%, construction manager 27.5%, followed by program manager 15.6% and others (town planner, 
development manager and site officer) 7.8%.  

All the respondents were involved in implementing projects, including buildings, highways and industrial projects. 
Most of the projects size were less than 5 million (USD) and between 5-10 million (USD). 43% of respondents have 
been engaged for more than 5-15 years in the construction industry, 35% have experience of less than 5 years, and 
21% have more than 15 years of working experience. The ratio reflects large number of young professionals who 
have graduated in recent years to meet the increasing demand of the Afghanistan construction industry. Overall, the 
respondent’s demographic indicates that respondents were eligible and competent to participate in this study.  
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4.2. Ranking causes of cost overrun  

The Relative importance index was used to rank factors that cause cost overrun. The RII value was calculated for 
each group of the respondents, including the clients, contractors and consultants. Table 4 presents the top most 
significant causes of cost overrun which was ranked by the groups of respondents. The result indicates that the most 
significant causes of cost overrun are corruption with a RII value of 0.89 and delays in progress payment by clients 
with a RII value of 0.82. This is followed by contractors’ difficulties in financing projects, security, change order by 
the owner during construction, market inflation, mistakes and discrepancies in design documents and the type of 
project bidding and awards.  

Table 3. Demographics of respondents. 

Parameters Frequency Percentage (%) Cumulative (%) 

Type of Organization  

Client 18 35.3 35.3 

Contractor 23 45.1 80.4 

Consultant  10 19.6 100 

Respondent’s Position 

Project Manager 25 49.1 49.1 

Construction Manager 14 27.5 76.6 

Program Manager  8 15.6 92.2 

Other (Town Planner, Site Officer...)  4 7.8 100 

Type of Projects 

Buildings 17 33.3 33.3 

Road Projects 27 52.9 86.2 

Industrial Projects 7 13.8 100 

Size of Projects 

Less than 5 Million 17 33.4 33.4 

5 – 10 Million (USD) 15 29.4 62.8 

10 – 25 Million (USD) 9 17.7 80.5 

25 – 50 Million (USD) 7 13.7 94.2 

More than 50 Million (USD) 3 5.8 100 

Working Experience 

Less than 5 years 18 35.3 35.3 

5 – 15 years 22 43.1 78.4 

More than 15 years 11 21.6 100 

The result in Table 4 shows that the top 4 causes of cost overrun ranked by all three group of respondents are 
corruption, delay in progress payment by the client, difficulties in financing project by contractors and security. The 
following section is discussed these four main causes in details. 

Corruption: Corruption is ranked as first major contributor of cost overrun with a RII value of 0.89. Corruption 
constitutes a serious threat to the Afghanistan Construction Industry being able to improve because it has a serious 
effect on construction cost growth. This factor is caused by many reasons, such as low commitments of Afghan 
leaders against corruption, lack of technical staff, a weak legal and regulatory regime and poor overseeing 
mechanism. To tackle this issue there is an urgent need to develop a legal framework to fight corruption. Strong 
commitments of Afghan leaders are required to change the culture of corruption in government agencies. Moreover, 
the government of Afghanistan should invest more in building the capacity of technical staff and employ the 
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innovative technology techniques to expose and to minimize the impacts of corruption on construction projects. 
Delay in progress payment by the client: This factor is ranked the 2nd most significant contributor of cost overrun with 

a RII value of 0.82. Delays in progress payments by clients are a critical factor which cause construction cost overruns not 
only in Afghanistan, but can be one of the typical major causes of delays in most countries. This finding also occurs in 
other countries, including in the Gaza Strip [18], in Nigeria [19] in the UK [8] and also a research conducted by Frimpongs 
et al. [16] in Ghana construction industry also revealed problems in late payments by clients. It is, therefore, essential that 
clients should develop a responsive mechanism so as to speed up the payment process and issue the payments on time. In 
Afghanistan, bureaucracy in government agencies is also responsible for slowing down the payment process. Thus, it is 
recommended that the government should develop a transparent strategy to speed up the process. 

 Table 4. Top ten most significant cause of cost overrun. 

Cause of Cost Overrun 
Overall  Client Contractor Consultant 

Category 
RII Rank RII Rank RII Rank RII Rank 

Corruption  0.89 1 0.86 1 0.92 1 0.89 1 External 

Delay in progress payments by 
client 0.82 2 0.78 3 0.89 2 0.79 3 Client 

Financial difficulties by 
contractor 0.80 3 0.84 2 0.77 7 0.8 2 Contractor 

Security  0.78 4 0.76 4 0.82 4 0.77 4 External 

Frequent change orders during 
construction by client 0.77 5 0.7 8 0.83 3 0.77 4 Client 

Market inflation  0.76 6 0.73 6 0.82 4 0.72 7 External 

Mistakes and discrepancies in 
design documents  0.75 7 0.73 6 0.81 5 0.71 8 Consultant 

Inappropriate type of project 
bidding and award  0.73 8 0.67 11 0.79 6 0.74 5 External 

Lengthy bureaucracy in 
government entities  0.72 9 0.66 12 0.73 9 0.77 4 External 

Late in approving design 
documents  0.71 10 0.66 12 0.77 7 0.71 8 Client 

Difficulties in financing projects by contractors: This indicator is another major problem in contributing to cost 
overruns in Afghanistan construction industry. This factor is ranked 3rd with a RII value of 0.80 as agreed by all 
parties, including clients, contractors and consultants. Indeed, having enough liquid asset and financial capabilities 
of contractors play vital role in completing the project in accordance to planned schedule. The result coincide with 
the findings of previous research in various countries, such as a research in the Ghana construction industry [16]  
a study by Le-Hoai et al. [20] in the Vietnam construction industry.  

Security: all three group of respondents agreed that this factor is also a significant cause of cost overrun. This 
factor is ranked 4th with a RII value of 0.78. In Afghanistan, security is a major threat that has prevented most projects 
from being delivered on planned budget. The poor security situation is a great challenge that construction stakeholders 
encounter with, as a result, most of projects are delayed which leads to cost increases. Therefore, as long as this factor 
is a major contributor of cost overrun, the government of Afghanistan should pay more attention in maintaining 
security situations and provide opportunities for contractors to finish the project within defined budget. 

5. Conclusion 

In Afghanistan, project cost overrun is a significant challenge for construction industry. Through in-depth literature 
review sixty nine causes of construction cost overrun was identified. A structured questionnaire survey was used to 
collect data in Afghanistan. A total of 75 sets of questionnaires were distributed to selected clients, contractors and 
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consultants, with 51 valid returns received and analyzed. A relative importance index method was employed to rank 
the causes of cost overrun. It was found that the most significant causes of cost overrun in Afghanistan construction 
industry are corruption, delay in progress payments by clients, difficulties in financing project by contractors, security, 
and change order by clients the during construction phase. The findings call for urgent attention in improving the 
Afghanistan construction industry’s ability and performance to achieve improved cost performance and to mitigate 
against further project failure.  
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