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Abstract

An additional indirect cost has been incurred by the delay of public construction projects. Main reasons of the construction
prolongation, however, were reported due to the limited budget which were taking charge in the ordering agencies.
As it is getting delayed longer, it is controversial to whom and how the prolongation cost will be charged. Therefore,
this study deals with major reasons why construction costs occurs, institutional remedies such as a regulation and
a guideline when it happens. In specific, the case studies of the United Kingdom, France, and Germany were throughly
investigated. As the result of the case studies, the three countries commonly put tremendous efforts in the preparatory
stage in a large scale of the public construction project. From the lesson, an in-depth review and consensus will
be necessary from the planning stage so that we can be more prepared for the risk management in any case. Especially,
the “reserve fund” from the United Kingdom is the desirable example for managing the additional costs from the

construction prolongation so that we can avoid the unnecessary lawsuit and solve the issue amicably.
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Table 1_ Construction Prolongation by Program Type

(unit: %, years)

Program Types | Schedule Overrun Duration

Roads 38 5.5
Links 23 8.0
Energy 38 5.3
Rail 45 7.8
Dams 44 8.2

IT 37 3.3
Olympics 0 7.0

Source: Internal data from Dr. Alexander Budzier, Business
Development Manager(Communication in a meeting,
January 28, 2016, London).
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Table 2 _ Causes of Ascending Expense
(unit: %)

Lists of the Causes in Ascending Expense | Ratio | Accumulate
Additional Client Requirement 42 42
Feasibility Study(Ground Condition) 22 64
Additional Contractor Requirement 14 78
Other 11 89
Not Identified 7 96
Norm Change 4 100
Cost Price Fluctuation 0 100
Unforseen Event 0 100
Archeological Excavation 0 100

Source: Internal data from Dr. Alexander Budzier, Business
Development Manager(Communication in a meeting,
January 28, 2016, London).
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Table 3 _Risk Across Program Types

(unit: %, year)

"Tope. | Ovemn | Gt Overn | Shat | DoFion
Roads 20 90 10 5.5
Links 34 90 n/a 8.0
Energy 36 60 n/a 5.3
Rail 45 90 =51 7.8
Dams 90 70 —11 8.2

IT 107 50 -29 3.3

Olympics 219 100 n/a 7.0

Source: Internal data from Dr. Alexander Budzier, Business
Development Manager(Communication in a meeting,
January 28, 2016, London).
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Table 4 _Application of the Code in Public Market(Code de Marchés Publics)

Category ‘Whom it is concerned by Code de Marchés Publics | Whom it is NOT concemed by Code de Marchés Publics
Public Organization with the commercial and industrial

Nation, Région, Département, Commune, Administrative llzlrlrgf}ieslﬂ:/c};i? Ia)g;a;s g?)lb\grs;tion (EDF)

Subject Organization, Commune Union, Rental Houses and Public ¢ © P ?

Hospital for the social vulnerable

French Gas Corporation (GDF),
French Transportation Corporation (RATP),
French Airport (Aéroport de Paris) and etc.

French Regulation

Code de Marchés Publics(Contract and Payment)

Legislation(décret) or Proper Standard(regles)

European Regulation

Over 32,700,000 Euros excluding the taxes

Applicable or non-Applicable when it is over
32,700,000 Euros excluding the taxes

Applicable

Administrational Provision CCAG in 1976

CCAG or CCCG by Institutional Characteristic

Precedents

Administrational Precedents

Administrational Precedents

Source: Farnaux and Boudrand 2013.
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Figure 1_ Difference between Expense and Budget
After the Completion

Les résultats « grandes opérations »
Les budgets sont globalement respectés
Sur les 126 opérations livrées par la DPA depuis 2008 (création des CLO) :
- Bilan global : - 4%
- Colit final inférieur au budget CLO initial dans 70% des opérations

Répartition des opérations livrées par la DPA, en
fonction de I'écart au cot TDCVFE.

[N
(===

S

Nombre d'opérations
N W oA

t Budget arrété CLO initial

o B R

-30%/-15% -15%/0% 0%/15% 15%/30%
Ecart du cotitfinal aprés travaux par rapport au codt TDCVFE (validé en CLO)

o o

Source: Internal Data from the department of Construction and
Cultural Property Management in Paris 2014(Communi-
cation in a meeting, January 29, 2016, Paris).
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Figure 2 _ Case of the Construction Prolongation in
Public Construction Project(2008~2013)

Les résultats « grandes opérations »
Les délais globaux sont rarement respectés
Sur 100* des 160 opérations terminées (fin de travaux) par la DPA de 2008 & 2013 :
P A 45 s
— 13 ont été terminées en avance, S Délais globaux 40

— 25 dans le semestre, 0 %’3
— 22dansl'année, 35 K]
~ 40 avec un retard de plus d’1an. 30 g
25 S
7]
20 2
16 ----43--- 12
o
10 %]
2
5 ©
0 o

termmees en  teminées dans termmees dans retard > Tan

le semestre

Source: Internal Data from the department of Construction and
Cultural Property Management in Paris 2014(Communi-
cation in a meeting, January 29, 2016, Paris).
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Table 5 _ Regulation System of Public Supply Project

in Germany
First Law EU Treaty(EUV and AEUV)
EU Law
Second Law Guideline of Public Supply
Bi L i

Federal Law udget Law Regarding

Federal and State Rule(HGrG)
Federal Law
Federal Budget Order(BHO)
Order

Supply Regulation(VgV; VOB)

Supply of Federal Construction
Deal and Contract Handbook
(VHB 2008)

Administrative | Discretionary

Guideline Criterion

|
| Contract by Individual Project
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Figure 3 _Route Map for Stuttgart 21
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