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Abstract: The construction industry is truly the engine of national economy through which the total of physical 

development is achieved. The construction industry is a vital element of the economy and has a significant effect on 

the efficiency and productivity of other industry sectors. One cannot think of widespread investment in 

manufacturing, agriculture, or service sectors unless the construction results of infrastructure facilities are in 

place. In some of the developing countries, the growth rate of construction activity outstrips that of population and 

of GDP (Chitkara, 2004). 

Cost, time, and quality are used to measure the accomplishing it within specified cost, time and quality. However, 

the construction industry is full of projects that are completed with significant time and cost overruns (Amhel et 

al., 2010). According to Faridi et al. (2006) delays have an adverse impact on project success in terms of time, cost, 

quality and project performance and success. Generally, the success of a project is defined by safety. The effects of 

construction delays are not confined to the construction industry only, but influence the overall economy of a 

country. 
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I.   INTRODUCTION 

Construction industry is a very important industry in a country’s development and it can increase or generate economic 

development of the country. A study showed that since seventies, the economic in Malaysia has undergone rapid growth. 

It found that construction industry constitutes an important element of Malaysian Economy However, majority of the 

construction are facing problem in achieving the completion of project within stipulated time and cost. In other words, 

time and cost overrun is a common issue that frequently happens in the construction project worldwide generally, time 

overruns happen when a task within a project is not completed by the time the project plan specifies. Meanwhile, cost 

overrun occurs when the expenses required to complete a project exceed the amount budgeted.  

Since seventies, the economics of Malaysia has undergone rapid growth. Construction industry constitutes an important 

element of Malaysian economy. It shows how important to control and manage the projects in good quality and 

efficiently. There are four fundamental constraints needed to be considered when managing the construction projects, 

which are scope, cost, time, and quality. In order to manage the projects successfully, it is necessary to consider whether 

the project is within those four constraints. Cost has its proven importance as the prime factor for project success.  

Most of the significant factors affecting project costs are qualitative such as client priority on construction time, 

contractor’s planning capability, procurement methods and market conditions including the level of construction activity 

(Elchaig et al, 2005). A project otherwise completed may not be regarded as a successful endeavor until and unless it 

satisfies the cost limitations applied to it. Cost is among the major considerations throughout the project management life 

cycle and can be regarded as one of the most important parameters of a project and the driving force of project success.  

Despite its proven importance it is not uncommon to see a construction project failing to achieve its objectives within the 

specified cost. Cost overrun is a very frequent phenomenon and is almost associated with nearly all projects in the 
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construction industry. This trend is more severe in developing countries where these overruns sometimes exceed 100% of 

the anticipated cost of the project.The construction industry is large, complex, volatile, risky, and requires tremendous 

capital outlays and tight money. It provides a bigger challenge to maintain its scheduled time, budgetary cost, and 

appropriate quality (Shaikh et al., 2010). A major criticism facing the construction industry is the growing rate of cost 

overrun and delays in project delivery. Enshassi et al. (2003, 2008) explain that the increasing complexity of construction 

projects and the environment within which they are constructed place greater demands on construction managers to 

deliver projects on time, within budget and with high quality. On-time completion and conformity with assigned cost of 

every project are the most important factors in the success of project plans. However, completing construction projects on 

time and within budget has been a major problem (Flyvbjerg et al., 2003; Sanders and Eagles, 2001). Construction delay 

and cost overrun occurs all over the world and many studies have been carried out to assess the causes of cost and time 

overruns in construction projects. For example, in Malaysia construction industry is highly dynamic sector and plays very 

important role in the development of country and hence in Malaysia, construction industry started a rapid growth since its 

independence. However, construction industry in Malaysia is facing chronic problems including poor performance of time 

and cost, construction waste, poor productivity and over dependent of foreign workers. Of these challenges, poor time and 

cost performance is considered as a critical issue. As reported by only 46.8% of public sector and 37.2% of private sector 

projects were found completed within the stipulated budget in Malaysia while only 20.5% of the public projects 33.35% 

of the private sector projects were completed within the time. 

II.   DEFINITION OF THE PROBLEM 

Construction can be considered as a dynamic industry which is constantly facing uncertainties. These uncertainties and 

the many stakeholders in these kinds of projects, make the management of costs difficult which consequently causes cost 

overruns. 

Overruns are considered one of the most critical issues during the execution of construction projects (Chan, et al., 2004; 

Doloi, 2011). As mentioned by Van Der Westhuizen and Fitzgerald (2005), the presence of cost overruns can be a reason 

for project failure. 

However this idea has been refuted by many authors who considered that project success depends on many other factors 

that should be assessed to conclude the success or failure of a project (Chan, et al., 2004). Moreover, there have been 

many studies that suggest that the success of a project depends on the presence of certain critical factors which can also 

change depending on the objective to be met (Iyer and Jha, 2005). In other words, some authors ascertained that there are 

some critical success factors that help to improve cost performance and prevent cost overruns. 

There have been many studies focused on Critical Success Factors [CSF’s] that improve the overall performance of 

projects, such as the projects carried out by Baker, et al. (1983), Morris and Hough (1987), Belassi and Tukel (1996), 

among others. However, much of the existing research is not focused on the construction industry and more specifically 

on those critical success factors that influence the cost performance of construction projects. For this reason, an attempt 

will be made in this study to identify if certain CSFs can help to avoid cost overruns. Here some of the projects that faced 

cost overruns in Malaysia. 

Table 1 

No. Name of Project Project 

Cost (Million) 

Project 

Duration (days) 

Time 

Overrun 

(Days) 

% Time 

Overrun 

1 Construction of MRSM 

Kroh, 

33.6 504 335 66.47 

2 Construction of MRSM 

Kuala Kangsar, Perak 

40.30 545 4 0.73 

3 Enlarge/Upgrade of IKM 

Lumut, Perak. 

11.2 700 35 5.00 

4 Construction of KKTM 

Lenggong, Perak. 

113.3 791 21 2.65 

5 Fixing of Slipway Winh 

System, MIMET 

1,3 265 68 25.66 
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A success of any project can be assessed based on the performance of cost, time, quality and safety of the project 

(Atkinson, 1999; Memon et al., 2013). A project can be classified as successful if it is completed within the stipulated 

time and cost (Ejaz, Ali, & Tahir, 2013). Besides that, the success of a project is also assessed on the ability in achieving 

the objectives of the project. However, it is rare for a construction project be completed within contractual time and cost 

where commonly a huge amount of time and cost overruns occur. Time and cost overruns are critical issues frequently 

faced by the construction project worldwide (Le-Hoai et al., 2008; Murray & Seif, 2013; Sweis et al., 2013). This problem 

is considered as the recurring problem in construction project and gives negative impact to the projects (Sweis, 2013). 

Similarly, it is also a severe problem in Malaysian construction industry as reported by (Endut et al., 2009; Rahman et al., 

2012). A study on 308 public and 51 private sectors construction projects found that only 20.5% of the public sector 

projects were completed within stipulated time and 46.8% of projects completed within the budget. On the other hand, 

only 33.35% and 37.2% of private sector projects were completed within the estimated time and cost respectively (Endut 

et al., 2009). Another study on MARA construction projects also found that 90% of the projects have experienced delay 

(Abdullah et al., 2011). More recently, the problem of time and cost overruns issue also happened in the construction of 

Kuala Lumpur International Airport 2 (known as KLIA2). The targeted opening was in September 2011 but was 

postponed until 3 May 2014. Its initial budget of RM1.6 billion has since ballooned to RM4 billion. These time and cost 

overruns were caused by various factors. For example: time and cost overruns in KLIA2 project occurred due to “frequent 

design change in construction” (Nie, 2014). These problems were caused by various factors that had affected the progress 

of works from beginning until the final stage of construction. Therefore, many studies have been conducted to identify the 

factors that cause time and cost overruns in Malaysian construction projects. Potty et al., (2011) conducted a case study to 

identify the risk of time and cost overrun factors for multiple Design and Build (D&B) projects in Malaysia. They pointed 

out that the major factors that led to time and cost overruns were; shortage and lack in quality materials and appropriate 

equipment in the local market, no material delivery schedule prepared by the contractor, delay in materials, drawing and 

proposal approvals by consultant and bad weather conditions. While, Rahman et al., (2013) studied on factors that had 

caused cost overrun in large construction projects and found three significant factors of cost overrun were fluctuation of 

prices of material, cash flow and financial difficulties faced by contractors and poor site management and supervision. 

Karim et al., (2012) focused on investigating risk factors from the perspectives of the contractors that involved in 

construction projects within Batu Pahat and Muar districts. Results found that the three most important risk factors in 

construction project were shortage of material, late deliveries of material, and shortage of equipment. A study conducted 

by Alaghbari et al., (2007) identified the most important factors that had caused the delay in construction projects in 

Malaysia were financial problems and coordination problems. Memon et al., (2010) studied the causes affecting the 

construction cost in Majlis Amanah Rakyat (MARA) large projects. It showed that cash flow and financial difficulties 

faced by contractors, contractor's poor site management and supervision, inadequate contractor experience, shortage of 

site workers, incorrect planning and scheduling by contractors were the most severe factors. The previous studies had only 

focused on identifying time and cost overrun factors. There was a lack of investigation on the risk factors and their 

relative occurrence throughout the construction project life cycle (CPLC). It is necessary to consider CPLC in this study 

since the completion of projects involves a few phases such as planning, design, construction and finishing. Since each 

phase has different 4 activities, it also has its own risk which is caused by parties that involve in each phase. Hence, it is 

very important to recognize the risk factors of time and cost overruns in each phase. This will be very helpful in 

considering the appropriate actions to overcome these problems. 

III.   RESEARCH AIM 

To identify the major cost overrun factors in the construction sector in Malaysia and the effective remedial cost control 

measures, generate and recommend possible solutions. 

IV.   OBJECTIVES OF THE STUDY 

Within the context of the study, the research project:  

a) To identify the major causes of cost overruns and associated remedial measures for use in Malaysia construction. 

 b) To identify the common causes of cost overruns in public sector projects in Malaysia  

c) Determine the plausible frequency of cost overruns among public sector and private sector projects in Malaysia.  

d) Ascertain if the rate of cost overrun occurrence constitutes a performance problem in Malaysia construction project. 
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e) Formulate recommendations aimed at solving the current and future cost related challenges in Malaysia construction 

industry.  

V.   CONCLUSION  

To address the lack of project specific experience at macro-project environment level, the proposal entails improving 

expertise in three ways:  

(1) Coordination of numbers of projects, 

(2) Establishment of a project implementation organisation to manage projects and, (3) establishment of a projects review 

institution to promote project risk management.  

Coordination of projects Coordination of projects is aimed at the policy level. A two-fold step is proposed: (1) 

Coordinating the number of large projects in the country to avoid the cyclic nature of high and ow volumes of work often 

experienced in infrastructure development (Groenveld, 2006; Ofori et al, 1966). (2) Encouraging more labour-intensive 

methods of project delivery to increase the numbers of people exposed to project experience. The proposed policy is 

expected to lead to improvement in the experience of various personnel. The coordination could be done by the central 

and local government in conjunction with the Construction Industry Development Board (CIDB), Council of the Built 

Environment (CBE) and other project management bodies. Further research may be required to investigate the 

actualisation of the policy.  Project implementation organisation to improve the management and execution of projects, 

the setting up of an institution to manage the execution of large projects on behalf of the client both at macro and micro 

project level is recommended. The project implementation organisation when set up, works in the macro project 

environment as well as in the micro-project environment.  
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