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ABSTRACT 

Construction termination is an obstacle to a sustainable industry. Ethiopia also facing the problem since many 

construction projects are implementing. From those projects, projects executed by Addis Ababa Housing 

Development Corporation is one of the main projects in the country, and facing this big problem, identifying 

the Cause of contract termination and its effect is the way to minimize early contract termination. This research 

aims to identify the causes and effects of project contract termination and to develop a conceptual framework 

to minimize project termination in Addis Ababa Housing Development Corporation. The study used both 

qualitative and quantitative data gathered from primary as well as secondary sources through questionnaires, 

group discussions, and document reviews. A purposive sampling of respondents from the stakeholders involved 

in the project was selected. Collected data edited and analyzed using Statistical Package for the Social 

Sciences and Excel. The result ranks by Relative Importance Index value. The main causes of early project 

contact termination are Price fluctuation, Financial Difficulties Failure to Pay Workers, Delay in 

progress/failure to meet the project schedule, Poor site management, and supervision, and Fail to deliver 

material on time the main effects of contact project termination are Delay of project completion, Increase in 

the final cost of the project/ increased costs to complete the remainder/, Time overrun, Breaking the 

relationship among parties/ create dispute/, Impact on external parties who expecting service and Loss of 

future income /lost profit/. This study could provide important study results for Addis Ababa housing 

development Corporation, contractors, consultants, and policymakers. 
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CHAPTER ONE 

1 INTRODUCTION 

This chapter deals with background of the study, statement of the problem, research questions, 

objective of the study, scope of the study, significant of the study, key definition of the study and 

organization of the study. 

1.1 Background of the Study 

The construction industry is the industry that contributes the most to the growth of the country's 

economy. This is an industry that is growing at the fastest rate with ever-increasing demand. The 

construction industry plays a key role in the construction of economic infrastructure such as 

buildings, roads, railways and bridges(Tecle Hagos, 2009).  

Construction projects are inherently complex. It varies in various aspects like size, type, contract 

value etc. It involves different parties including the client, the designer, the engineer and the 

contractor whose interests differ from each other. In these complex circumstances, the success of 

any project depends on the type of contract chosen for the contract along with several other factors 

such as the most appropriate design, a competent execution team, a good working relationship and 

mutual trust between the parties involved the project. Due to the complexity of the construction 

projects, the willingness to take risks is very high. As per the requirement of the employer and 

within the limited budget, getting an impeccable result from the contractor is a very difficult task. 

The project is defined as activities of limited duration and all projects come to an end(Abeynayake 

& Kumara, 2013). 

Construction projects are very complex projects and are usually managed by very detailed contract 

documents and terms. Outstanding among the terms of the contract is the cancellation clause, 

which is one of the top ten most important clauses in a construction contract(Ade-ojo, 2017). 

Contract law is the law that governs agreements and promises. These are primarily contracts in 

which one party or each party makes an obligation or promise to the other party. It addresses the 

issues of contracts enforced by law, obligations imposed by the contract in question, and remedies 
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available if the obligations are not met. Therefore, contract law is a law of liability for breach of 

promise. However, "contract law" is also used to refer to a set of rules that apply to a contract. This 

includes many non-contractual rules in the sense that they are based on a promise to do 

something(Mesgnaw kifele, 2009). 

Parties enter into construction contracts with a common goal of building a successful project. Yet 

industry participants know all too well that hurdles can be encountered during project execution which 

will challenge the relationship between contracting parties. Many hurdles can be resolved amicably 

through the mechanisms provided in the contract. However, in certain instances, an owner or contractor 

may be so dissatisfied with the other party's performance of their contractual obligations that they may 

view the relationship as unsalvageable and seek to bring it to an end by terminating the construction 

contract for default. In other circumstances, a party may elect to exercise an express unilateral right to 

terminate a construction contract for convenience based on its own commercial considerations(Ivanoff 

& Mccarthy, 2021). 

In the construction context, “termination” means to stop a contract before it is fully performed or 

completed. The contract terms or applicable law determine whether or when each party has a right 

canceling the contract un timely. 

The project life cycle have four phases: initiation, development, implementation and termination. 

The project management literature tends to pay most attention to the early phases and to the 

associated generic project management competences, such as planning, scheduling, budgeting, 

resourcing and motivating. So far, little attention has been paid to the fact that the termination 

phase differs from the other project phases. 

The project closure phase is the final stage of a project life-cycle and project closures can be 

classified as normal, premature, perpetual, failed projects and changed priority. Premature project 

closure is a closure which occurs when projects are closed without achieving the objectives of the 

project. In retrospect, premature project closure is usually the termination point for a failed project. 

The right to terminate under a contract does not necessarily exclude the right to terminate at law. 

However, the right to terminate at law may be excluded where an express right to terminate has 

been negotiated giving the same grounds for termination as at law(Salih, 2020). 
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1.2 Statement of the Problem 

One of the most difficult difficulties in the public sector is early contract termination, which results 

in the suspension of projects. Early termination refers to ending the contract between the owner 

and the general contractor before the contract deadline without completing the design or 

construction operations of the project in progress (Riveros et al., 2022). In developing countries, 

early contract termination is still a problem. Developing countries have a history of failing to 

complete construction projects. 

According to George, (2018) Terminating a project is not an easy decision to make especially 

when the project is at an advanced stage. The resources invested into the project by the parent 

organization mostly contributed to the difficulties associated with making the termination decision. 

In addition, it is difficult for senior management to accept the fact that the project has failed; as 

this will compromise their reputation in the eyes of the organization. However, whatever the reason 

for termination, it should be justified by the organization’s policy at the time highlighted some of 

the most common factors considered in terminating a project: Termination due to technical 

reasons, Economic and marketing reasons. 

The project that fail to take in to account the important matters will result in projects having 

extension of time, or termination. This will affect the end user involve additional expenses, 

includes financial liability, employee relocation and storage of equipment and problems 

inventory(Sanusi, 2015). 

According to (Ade-ojo, 2017) delay of the project, abandonment and that the quality of the project 

are effect of contract termination on construction projects. This implies that the intended 

beneficiaries usually the local communities do not get to enjoy the benefits of such projects since 

they are subject to delay, or total abandonment. Apart from negatively affecting the available 

infrastructure in the local community, it also inhibits the ability of the local community to develop 

socially and economically. 

Early contract termination implies the suspension of initiatives and is one of the 

public region’s most complex troubles. Early termination is way to end the contract among the 
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owner and the contractor without concluding the design or production activities of the challenge 

underneath improvement before the agreement deadline (Riveros et al., 2022). 

The termination of a contract in the Addis Ababa housing corporation building project became 

more common. The contracting parties give special attention to the termination of the contract 

which could lead to failure. From 18 branch offices of AAHCP, only one branch in branch four 

terminated 9 contactors from 42 contractors which means 21% of total contractors involved in the 

construction site terminated Un timely the contract because of this the community has suffered the 

fate of the people have complained that they have not handed over in time. (AAHCP report, 2021). 

Early termination of a project is a very dangerous incident in the construction industry. Stopping 

construction projects directly affects a country's economic growth rate. In addition, the termination 

of construction projects often leads to many problems and troubles for project stakeholders, as well 

as claims and disputes (Abeynayake & Kumara, 2013). Therefore, as a developing country, it is 

essential to avoid early termination of construction projects in order to move towards a more 

developed and sustainable construction industry. For this purpose it would be helpful to study the 

causes and effects of early termination of build project. Hence, the research aims to assess practices 

of project contract termination, to identify the cause & assess effect of project contract termination 

and provide a framework to minimize project contract termination in Addis Ababa.   

1.3 Objective of the study 

1.3.1 General objective of the study 

The overall objective of the study is to assess the causes and effects of contract termination on a 

public building construction project, the case of Addis Ababa Housing Corporation. 

 

1.3.2 Specific objective 

The specific objectives of this study are: 

 To assess the practice of contract termination in public building construction projects  

 To identify the cause of contract termination in public building construction projects 
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 To assess the effect of project contract termination throughout the project life cycle in 

public building construction projects  

 To develop a conceptual framework to minimize contract termination in public building 

construction projects 

1.4 Research Questions 

In relation to the research questions, this study seeks to answer the following questions: 

 How does practice project contract termination in public building construction projects  

 What are the causes of project  contract  termination in public building construction 

projects  

 What is  the effect of project contract termination throughout project life cycle in public 

building construction projects  

 What type of conceptual framework used to minimize project contract termination 

1.5 Scope the Study 

This research focuses on causes and effects of contract termination in Addis Ababa housing 

development Corporation 40/60 and 20/80 building projects in Addis Ababa city. The study focus 

on construction stakeholder’s client, contractor, and consultant which are the main parties that 

related to the project there is 18 branch offices but the Study focus on 3 selected branch offices 

because the selected branch offices currently active and the three stakeholder’s are actively 

participating. The other branch offices either closed or one of the three stakeholders is not actively 

participating. 

1.6 Significances of the study 

This study could provide important study results for policymakers, clients, contractors & 

consultants as well as professionals in building construction. At the same time, the study could 

believe to promote the effects and causes of project termination. Moreover; policymakers and 

professionals could use the document as input for further discussion, application, and investigation. 

Besides, the researcher was able to identify the research gap about the cause and effect of Project 
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contract termination in the case of Addis Ababa Housing Corporation and use them as a lesson for 

a future housing project. 

1.7 Limitations of the Study  

This study had limitations which were related to:- 

 Access to document (letter) data from contractors which are written to client or consultant  

 There are only a few researches done on termination, in Ethiopia no research was published on 

the subject, hence the research only reviewed these few thesis done on the subject   

1.8 Organization of the Study 

The thesis organized into five chapters. 

Chapter 1: Introduction General introduction to the subject of the thesis, Background of the study, 

Statement of Problem, Research objectives, Significance of the study, Scope and Limitation of the 

Study and Organization of the study. Chapter 2: Literature review  Literature and previous research 

studies are review to collect data about the construction contracts termination and its components 

in details, the factors affecting construction contracts termination, the different strategies to deal 

with these construction contracts terminations. And outline the theoretical and conceptual 

framework adopted for the research project. Chapter 3: Methodology. Chapter 4: Results and 

Discussion This chapter presents the results of the research and discusses it in details. Chapter 5: 

Findings, Conclusion and Recommendations. The last chapter summarizes the major finding of 

the study outline the major conclusion and recommendation drawn from research and point out the 

limitation of the study and gaps for future research.    
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CHAPTER TWO 

2 LITERATURE REVIEW 

2.1 Introduction  

This chapter presents the findings from different reviewed literatures on the subjects of 

construction project early contract termination causes and effects. Early terminations are failures 

of the original contract that failed to anticipate and prepare for unexpected risk events. The effect 

of the termination is to discharge the parties from their unperformed obligations under the contract. 

Hence, the literature review tried to highlight these issues in relation to causes and effects of early 

construction project contract termination. 

2.2 Construction Contract 

2.2.1 Contract Definition 

Contract: A contract is defined as a contract voluntarily entered into by two or more parties with 

the aim of creating a legally enforceable obligation. (Dandane Hirpassa, 2018). 

A construction contract is a mutual or legally binding agreement between two parties based on 

policies and conditions recorded in document form. The two parties involved are one or more 

property owners and one or more contractors. The owner, often referred to as the 'employer' or the 

'client', has full authority to decide what type of contract should be used for a specific development 

to be constructed and to set out the legally-binding terms and conditions in a contractual 

agreement. A construction contract is an important document as it outlines the scope of work, risks, 

duties and legal rights of both the contractor and the owner (wikipdia). 

A construction contract is a contract specifically negotiated for the construction of an asset or a 

combination of assets that are closely interrelated or interdependent in terms of their design, 

technology and function or their ultimate purpose or use. Construction contracts are formulated in 

a number of ways for rendering services from consultants or contractors.(Addis Mesfin, 2014) 

A construction contract is a mutual or legally binding agreement between two parties based on 

policies and conditions recorded in document form. The two parties involved are one or more 

property owners and one or more contractors(Mason, 2018). 

https://en.wikipedia.org/wiki/Contract
https://en.wikipedia.org/wiki/Owner
https://en.wikipedia.org/wiki/General_contractor
https://en.wikipedia.org/wiki/Contractual_agreement
https://en.wikipedia.org/wiki/Contractual_agreement
https://en.wikipedia.org/wiki/Legal_rights
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Contracts come in different shapes and sizes. Some involve large sums of money, others trivial 

sums. Some are of long duration, while others are of short duration. The content of contracts varies 

enormously and may include contracts of sale, hire-purchase, employment and marriage 

(McKendrick, 2016). 

Since most of the time the owner cannot perform the actual construction of his project, he hires a 

contractor that will undertake the task. A contractual agreement is signed between the owner and 

the contractor stating all the responsibilities of both parties. The contractor in addition to 

completing the project, should share some of the risks that might arise during construction.(Addis 

Mesfin, 2014) 

2.2.2 Type of contract 

There are different types of contracts for the execution of civil engineering works. The Most 

commonly used types of construction contracts are price based contracts & cost based contracts.  

Price based: Lump sum or unit price contracts, in which the prices are quoted by the Contractor at 

bidding stage.  

Cost based: Cost reimbursable contracts, in which the actual costs incurred by the Contractor are 

reimbursed together with a fee to cover overheads and profit(Martha, 2019).  

2.2.2.1 Lump sum 

Lump sum contract the complete work as per plan and specifications is carried out by contractor 

for certain fixed amount as per agreement. The owner provides required information and contractor 

charges certain amount. This contract is suitable when the number of items are limited or when it 

is possible to work out exact quantities of work to be executed. The detailed specifications of all 

items of work, plans and detail drawings, security deposit, penalty, progress and other condition 

of contract are included in agreement(Mason, 2018). 

2.2.2.2 Unit Price Contract:  

A unit price contract is the most common and conventional system in the construction and civil 

engineering industries. The detailed bill of quantities is created by the Consultant's quantity 

surveyor based on drawings and requirements in this form. On the basis of the unit rate approach, 
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the contractors offer their rates against these estimated quantities. Contractors, on the other hand, 

are paid for work done on-site based on the actual quantity multiplied by the stated rate. The Owner 

assumes the risk of changes in the amounts initially calculated in this category. The Owner will 

not know the full cost of the project until it is completed.(Martha, 2019).  

2.2.2.3 Cost Reimbursable  

Contracts, also known as cost plus contracts comprise the contractor being reimbursed for the 

actual cost of performing the task as well as an additional amount in the form of fees to cover his 

overheads and profit. The Contractor's fee is determined in a variety of methods, including: a) Cost 

plus a percentage fee b) Cost plus a fixed fee c) Cost plus a variable fee d) Contract for a guaranteed 

maximum price or target price e) Time and material(Martha, 2019, Calderón, 2017)  

2.2.2.4 Cost plus Percentage of Cost Contract 

In this type of contract, the contractor’s fee is given by certain percentage of the actual cost of 

construction. The actual cost construction is reported by the contractor and the payment is made 

to him by the owner together with a certain percentage as agreed earlier. In this type of contract, 

the contractor has a tendency to increase the cost of wok in order to earn more profit. This is the 

major disadvantage of this contract type(Addis Mesfin, 2014). 

When the lowest rate and comparative position among the contractors are already specified prior 

to the opening of the tender, then the percentage rate contract is used. Percentage contract is a type 

of contract where there is no possibility of unbalanced tender(Mason, 2018).  

2.2.2.5 Cost plus Fixed Fee Contract  

Contact Cost plus fixed fee contract is desirable when the scope and nature of the work can at least 

be broadly defined. The amount of fee is determined as a lump sum from a consideration of the 

scope of work, its approximate cost, nature of work, estimated time of construction, manpower 

and equipment requirements etc. In order to negotiate such a type of contract, it is essential that 

the scope and some general details of the work are defined. The contractor’s fee is fixed and does 

not fluctuate with actual cost of work. Once this fee is fixed, the contractor cannot increase the 

profit he earns from the project.(Addis Mesfin, 2014)  
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2.2.2.6 Cost plus Variable Fee Contract 

For this type of contract, the Contractor agrees to a penalty if the actual cost exceeds the estimated 

job cost or a reward if the actual cost is below the estimated job cost. The Contractor‘s fee is made 

up of two parts: a fixed amount and a variable amount depending upon the relationship between 

the target cost and the actual cost(Calderón, 2017). 

2.2.2.7 Time-and-Material Contract  

The Contractor gets paid under this contract based on the real cost of labor at fixed hourly rates, 

the actual cost of supplies and equipment used, and an agreed-upon markup to cover the 

Contractor's overhead and profit. T&M is often referred to as Force Account. T&M contracts 

include elements of both contract types (cost reimbursable and fixed price). They are similar to 

fixed price arrangements in that they are charged on fixed hourly rates, but they are also similar to 

cost reimbursable arrangements in that they are open ended because the entire cost of material and 

equipment is unknown.(Gary Michael Smith, 2020). 

2.2.3 Project contract lifecycle 

Contracts have a cycle of their own that resembles the life cycle of living organisms. As a whole, 

a contract begins with its creation, then matures and eventually comes to an end by either 

termination or renewal (ContractLife Cycle Management on The Sell-Side , 2013) 

In the construction project life cycle we identify different phases each with different purposes and 

characteristics. It usually takes a long period of time from the contract formation till the 

construction end since it usually involves many processes.(Addis Mesfin, 2014) 
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Figure 2-1 - Construction contract life cycle (Eva and Vaidotas, 2014) 

The construction contract goes through two main phases which are the establishment of the 

contract and the implementation of thes contract. The establishment of the contract includes 

bidding and contract negotiation and the implementation phase is from signing of the contract till 

the end of the contract. The bid period, which is the initial period of the construction contract, is 

from the preparation of the bid document to the bid opening. Contract negotiation starts when the 

tender is made and ends when the contract is signed. In this stage the owner and the contractor 

discuss the future of the contract and how they plan to complete it and finally sign the contract 

after reviewing all the provisions carefully. During the contract implementation phase, the 

contractors complete the construction work according to the contract agreement.(Addis Mesfin, 

2014) 
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2.3 Termination 

Construction projects play a great role in the economic development of nation. However, the 

current practice of construction industry faces a lot of problem and a rare event are completed on 

the scheduled time, budget and desired quality of the stakeholders. Construction projects are 

successful, when it is completed on schedule with in the agreed budget, expected quality level 

according to the specification (Serani et al., 2020). 

According to (Dandane Hirpassa, 2018) Being a complex type of contracts, which require usually 

a long tendering and negotiation process, termination of that contract is always not an easy 

decision, the employers hesitate to take such action even there is a clear breach from the 

contractor’s side, the reason behind that is being too hard to start the process of tendering again 

for a new contractor and again going through the whole process from the beginning. 

Project is the total construction of which the Work performed under the Contract Documents may 

be the whole or a part and which may include construction by the Owner or by separate contractors 

(PPA 2011). Project Contracts: These are contracts for construction, manufacturing and/or 

installation of equipment’s. These contracts are characterized by having a defined start date and 

end date, having a defined end result to be achieved and involving a number of planned and 

interrelated activities 

A project is a temporary endeavor undertaken to create a unique product, service, or result. The 

temporary Nature of projects indicates a definite beginning and end. The end is reached when the 

project’s objectives have been achieved or when the project is terminated because its objectives 

will not or cannot be met, or when the need for the project no longer exists Construction project 

has specific properties and additional constraints in terms of specifications, project duration and 

processes(Admassu, 2019). 

early termination of a contract occurs because of the parties’ impossibility to comply with the 

contract (for example, due to a prolonged event of force majeure) or default events such as 

insolvency of one of the parties(Riveros et al., 2022). 
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2.3.1 Definition of termination 

Termination of contract terms (or, at times, terms of law) that regulate proceedings if either 

contracting party fails to comply with a major obligation(Majeure, 2013). 

Many projects ended before their expiration date due to the complex methodology of nonrecourse 

lending and the various risks and uncertainties associated with project lending. In the case of early 

termination, a fair, effective and operational indemnity approach was needed to release both parties 

of rights and obligations under the concession contract. 

Termination of the construction projects is a discretionary action may be elected by a contract 

party that considers himself an innocent party. The Employer has two different termination bases 

to process the termination, first event gives the employer the right to terminate is the contractor’s 

default in different actions by the contractor that the Employer decides that the termination is more 

proactive to get a chance for surviving the project. The second case of termination is the 

termination for convenience, where the contractor has its reasons to terminate which are out of the 

contractor involvement, for reasons like change in business needs or economics and investment 

strategies in the Employer’s organization(Mustafa iabu dief et al., 2016). 

Termination for default is generally the exercise of the Government’s contractual right to 

completely or partially terminate a contract because of the contractor’s actual or anticipated failure 

to perform its contractual obligations(Govern-, 2010) 

Termination is ultimate threat in a construction projects .the owner may threaten termination of a 

contractor who fails to perform, conversely a contractor who is not being paid in accordance with 

the contract documents may threaten termination(Brumback, 2006). 

According (Roundtable, 2021) assessing project costs & schedule issues when considering 

terminations 2020) 

Terminations can be a difficult decision for owners and contractors. With a proper assessment of 

contractual costs and schedule delays, owners and contractors can decide if it is the best way to 

proceed in order to mitigate losses.  
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Further, owners and contractors should remember the following steps on any project to ensure it 

has the proper documentation needed to decide if a termination is advantageous to the project and 

to support such a decision.  

Know your contract and make sure to closely follow all notice requirements, Regularly perform 

status assessments on intervals that are sensible for your project, Determine the party responsible 

for payment of outstanding costs, Vet schedule of values prior to the start of a fixed price contract, 

Verify accuracy of the project schedule using contemporaneous project documents and site 

inspections, Determine and request the required documentation to accurately assess project costs 

and schedule, Identify and document all potential impacts to the project ( identify the critical path 

and impacts) to the critical path duration over time, Document project completion status using 

photos and all forms of correspondence, Present findings with clear and demonstrative graphics 

When a contract is terminated, the parties are relieved from further unperformed obligations in 

accordance with the agreed terms and conditions. A contract may be terminated under two distinct 

situations namely; termination for convenience or termination for default (Roberts, 2007). 

There are several well established bases on which a party can terminate a contract. First, the parties 

can by agreement bring the contract to an end. Secondly, the termination may arise out of a breach 

by one party of a condition or fundamental term of the contract. Thirdly, the termination might 

come about through the enforcement by one party of a term of the contract which empowers that 

party to terminate in certain circumstances. It is beyond the scope of this article to examine in 

detail all the bases upon which termination rights may arise. 

Contract termination is a situation when a given project is supposed to be closed or finalized 

because there’s no more need or sense for further continuation. Project termination is managed 

under a respective condition of contract. A valid contract can be terminated due to various reasons, 

which may not necessarily be on the breach. Nonetheless, the standard form of building contract 

contains an express clause that provides the employer and the contractor or either with the right to 

terminate the contract under specified circumstances. The contractual right to terminate a contract 

does not sometimes require a breach to be proved at all. However, it does provide in certainty the 

procedures to be followed by either of the parties in the contract. The contract may be terminated 

by either the client or the contractor for convenience, by expiration or non-renewal(Ade-ojo, 

2017). 
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Early terminations may also arise with even better fees for the authorities because of the big 

reimbursement to the concessionaire, extra economic fees and arbitration fees, and intervention or 

suspension of public services(Cases et al., 2018).  

Termination refers to the stoppage of obligations created by the contract. It ceases the existence of 

the obligations as of the time the contract is terminated. Termination of contract can be either, 

bilateral (by the agreement of both the contracting parties), unilateral by one party, or judicial ( by 

court order)(Balaw Mersha, 2009). 

Renegotiation and early termination are failures of the original contract that failed to anticipate 

and / or prepare for unexpected risk events. Re-negotiation and early termination can significantly 

undermine the strengths and benefits. Re-negotiations usually take place without competition 

between the concessionaire and the government. Concessionaire may force beneficial 

renegotiations to achieve excess profits(Cases et al., 2018). 

Termination of contract Relationships are not necessarily the end of the story. Transfer until 

successful Projecting and migrating from one counterparty to another requires clever planning and 

foresight. Some practical considerations for a successful migration are described as contracts. 

Termination inevitably leads to a new contractual relationship with its own agenda Relationships 

are not necessarily the end of the story. Transfer until successful Projecting and migrating from 

one counter party to another requires clever planning and foresight. Some practical considerations 

for a successful migration are described as contracts. Termination inevitably leads to a new 

contractual relationship with its own agenda(Ivanoff & Mccarthy, 2021). 

Common law that terminates or rejects a contract can occur in two situations. First, the parties can 

make it clear that they have no intention of fulfilling the end of the negotiations. Second, the party 

may be guilty of  a serious breach of contract that would be treated as unintentional(Will et al., 

2021). 

2.3.2 Types of termination 

Two types of termination typically addressed in construction contracts namely; termination for 

convenience and termination for cause, which is sometimes referred to as termination for default. 
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In accordance with Interface Construction Consultancy, in a termination for convenience, the 

owner may terminate the contract for whatever reason such as economic/business reasons, or as 

the most expeditious way of eliminating a non-performing Contractor with minimum risk of a 

legal dispute, From the outset, a party considering terminating a construction contract for default 

must first ensure that they have a complete understanding of their contractual rights before 

proceeding down such a path. In electing to terminate the contract, a party must exercise care and 

ensure compliance with the contractual requirements. 

According to (Balaw Mersha, 2009). Termination can be classified as 

Bilateral termination  
 

Bilateral termination refers to putting an end to a contractual obligation by the agreement of both 

parties. 

Termination of contract by agreement can be made in two ways. The parties may effect termination 

pursuant to their contract provided that they have inserted such termination clause in their contract 

or agreed later. The termination clause may also entitle one of the parties the power of termination 

unilaterally. It may also put a condition upon the fulfillment of which the contract is terminated. 

Even though the parties might not agree in the contract about termination and its condition, they 

can also agree later to terminate the contract. 

Unilateral termination   

Unilateral termination is made either by the effect of agreement when such unilateral termination 

clause is provided in their contract and when a condition which entitles unilateral termination is 

fulfilled. Unilateral termination can also be made by giving notice in advance. The time of notice 

might be either fixed by law, by custom, or reasonably by the contractants. 

Judicial Termination  

In addition to unilateral and bilateral cancellation, cancellation can also be made when one of the 

parties requires to that effect. Court termination is the principle and termination by the parties is 

an exception as parties shall not be judges on their own case.  



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 17 
 

Although termination extinguishes obligation, the way it extinguishes such obligation is different 

from the manner of extinction of obligation by invalidation and cancellation. Termination does not 

have retrospective effect; rather it has prospective effect. This means, extinction of contractual 

obligation by termination of contract works only in the forwarding direction from the time the 

contract is terminated regardless of its type. 

The possible types of termination of a construction contract may be categorized, conveniently, in 

to the following groups. According to civil code 1960 and MDB, FIDIC these are:  

Termination by Agreement of the Parties: regulated by the specific agreement of the contracting 

parties themselves, a contract may terminate where the parties so agree and a contract which is 

terminated shall no longer be performed, such types of termination said to be termination by 

negotiation.  

Termination for Cause: by Default, of the Contractor or the Employer, like payment delay poor 

performance of contractor, contractor fail to continue their work, contract breach, prolonged 

suspension of work, fraud or corruption and frustration.  

Termination of contract for the Employers Convenience: The administrative authorities may 

terminate the contract, notwithstanding that the others party has committed no fault, where the 

contract has become useless to public service or unsuitable for its requirement.  

Termination by Request or Demand of the Contractor; The party who has contracted with the 

administrative authorities may require the termination of the contract, the court shall determine 

whether, having regard to the nature of the contract, the importance of the modifications made 

thereto by the administrative authorities exceeds or not what could be expected on the making of 

the contract. 

Termination due to environmental factor or Force Majeure; Force majeure results from an 

occurrence which the debtor could normally not foresee and which prevents him absolutely from 

performing his obligation (Worke, 2012).  

In this Clause, “Force Majeure” means an exceptional event or circumstance:  
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Which is beyond a Party’s control, which such Party could not reasonably have provided against 

before entering into the Contract, Which, having arisen, such Party could not reasonably have 

avoided or overcome, and which is not substantially attributable to the other Party.  

Force Majeure may include, but is not limited to, exceptional events or circumstances, war, 

hostilities (whether war be declared or not), invasion, act of foreign enemies ,rebellion, terrorism, 

sabotage by persons other than the Contractor’s Personnel, revolution, insurrection, military or 

usurped power, or civil war, Riot, commotion, disorder, strike or lockout by persons other than the 

Contractor’s Personnel, munitions of war, explosive materials, ionizing radiation or contamination 

by radio-activity, except as may be attributable to the Contractor’s use of such munitions, 

explosives, radiation or radio-activity, and Natural catastrophes such as earthquake, hurricane, 

typhoon or volcanic activity. 

2.3.3 Causes of contract termination  

There are several well established bases on which a party can terminate a contract. The parties can 

by agreement bring the contract to an end. Secondly, the termination may arise out of a breach by 

one party of a condition or fundamental term of the contract. Thirdly, the termination might come 

about through the enforcement by one party of a term of the contract which empowers that party 

to terminate in certain circumstance(Lincoln & Aistrope, 2002). 

Worst-case situations include schedule and expense overruns, as well as early contract 

cancellation. Some academics believe this is due to a lack of risk management efficiency in 

underdeveloped countries(Riveros et al., 2022) 

The major cause of termination are: closure, lack of resources, contractor’s bankruptcy or 

insolvent, increment of material prices, lack of experience in the line of work, wrong cost 

estimation, lack of capital, working at hot (dangerous) areas, low margin of profit due to 

competition and difference of local currency exchange with contract currency(Khalil Hamdan Abu 

Eed Supervisor & El Sawalhi, 2012). 

Various actions by the employer can lead to avoidance breaches and therefore may give the 

contractor the right to terminate the contract: Failure to give possession of the site, Non-payment 

of sums due (failure to pay on time what), Withholding of certificates, Hindrance of the contractor, 
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Abandonment or interruption of work, Defective work, Delay, Miscellaneous(In one case where 

the contracting partner was unable to obtain a contract performance guarantee, the  court reached 

the opposite conclusion and ruled that this could challenge)(Will et al., 2021), A criminal doctrine 

which may also result in the termination of a agreement on ‘neutral’ grounds. This doctrine, 

acknowledged as ‘frustration of agreement’, applies where, because of a few outside event, overall 

performance of a agreement turns into impossible, unlawful or significantly distinctive from what 

become in the beginning envisaged. If this takes place the fault of neither party and the agreement 

itself makes no enough provision for what has occurred, it's far viable that the regulation may also 

deal with the agreement as terminated. 

Delays can result in a variety of negative consequences, including owner-contractor disputes, 

increased costs, lost productivity and revenue, and contract termination(Chappell, 2009). 

Project contract termination is mainly done in three ways as default of contractor, default of client 

and convenience of client. The factors are fundamental breach of contract, bankruptcy of client 

bankrupt of contractors and unawareness of project(Abeynayake & Kumara, 2013). 

2.3.3.1 Contractor related causes  

According to (MDB, FIDIC) conditions of contact the Contractor shall be entitled to terminate the 

Contract if: the employer fails to pay payment, The Employer becomes bankrupt or insolvent, goes 

into liquidation, a prolonged suspension affects the whole of the Works, The Employer 

substantially fails to perform his obligations like delivery of material, The Contractor does not 

receive the amount due under an Interim Payment Certificate within 42 days, The Engineer fails, 

within 56 days after receiving a Statement and supporting documents, to issue the relevant 

Payment Certificate, in any of these events or circumstances, the Contractor may, upon giving 14 

days’ notice to the Employer, terminate the Contract(FIDIC MDB, 2010). 

According to PPA general condition of contract, The Contractor may, by not less than thirty (30) 

days' written notice to the Public Body of such notice to be given after the occurrence of any of 

the events stated on special condition of contract, Contractor terminate the Contract if, The Public 

Body fails to pay any money, The Public Body suspends the progress of the works more than 180 

days, The Public Body is in material breach of its obligations pursuant to the Contract, The 
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Contractor is unable to carry out the Works as the result of Force Majeure, The Public Body fails 

to comply with any final decision reached as a result of settlement of disputes(PPA, 2011). 

According to PPA general condition of contract, The Contractor may, by not less than thirty (30) 

days' written notice to the Public Body of such notice to be given after the occurrence of any of 

the events stated on special condition of contract, Contractor terminate the Contract if, The Public 

Body fails to pay any money, The Public Body suspends the progress of the works more than 180 

days, The Public Body is in material breach of its obligations pursuant to the Contract, The 

Contractor is unable to carry out the Works as the result of Force Majeure, The Public Body fails 

to comply with any final decision reached as a result of settlement of disputes(PPA, 2006). 

2.3.3.2 Client related causes 

The client or owner may by notice terminate immediately .The Contractor shall leave the Site 

having delivered any required Goods, Contractor ’ s Documents etc. to the Engineer according to 

(MDB FIDIC clause 15.1) the Employer shall be entitled to terminate the Contract if the 

Contractor: fail to deliver the performance security to client within 28 days, fail to correct their 

failure after giving notice to correct by engineer, Abandons the Works or not to continue 

performance of his obligations under the Contract, Subcontracts the whole of the work, becomes 

bankrupt or insolvent, goes into liquidation, fail to commence the execution of work at specify 

time, fail to comply contract agreement related to examination, inspection or testing, Gives or 

offers to give (directly or indirectly) to any person any bribe, gift, gratuity, commission or other 

thing of value, as an inducement or reward(FIDIC MDB, 2010). 

The Employer shall be entitled to terminate the Contract if the Contractor:  

Fails to comply with Performance Security or with a notice under Notice to Correct, Abandons the 

Works or otherwise plainly demonstrates the intention not to continue performance of his 

obligations under the Contract,  

Without reasonable excuse fails: To proceed with the Works in accordance with schedule, to 

comply with a notice issued under Rejection or Remedial Work, within 28 days after receiving it, 

Subcontracts the whole of the Works or assigns the Contract without the required agreement,  
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becomes bankrupt or insolvent, goes into liquidation, has a receiving or administration order made 

against him, compounds with his creditors, or carries on business under a receiver, trustee or 

manager for the benefit of his creditors, or if any act is done or event occurs which (under 

applicable Laws) has a similar effect to any of these acts or events, or  

Gives or offers directly or indirectly to any person any bribe, gift, gratuity, commission or other 

thing of value, as an inducement or reward: 

For doing or forbearing to do any action in relation to the Contract, or for showing or forbearing 

to show favor or disfavor to any person in relation to the Contract, or if any of the Contractor’s 

Personnel, agents or Subcontractors gives or offers to give (directly or indirectly) to any person 

any such inducement or reward. However, lawful inducements and rewards to Contractor’s 

Personnel shall not entitle termination. In any of these events or circumstances, the Employer may, 

upon giving 14 days’ notice to the Contractor, terminate the Contract and expel the Contractor 

from the Site(FIDIC MDB, 2010). 

Table 2-1: - Summary on the Causes of early contract termination in construction projects 

Source or origin or factors Cause contract termination 

 

 

Client or owner related 

 

Delay in progress payments  

failure in delivering the site to the contractor  

poor communication and coordinate 

delay in material delivery 

Selection of incompetent contractor and consultants 

owner’s financial problems 

Fail to delivery material on time supplied by client  

Late in decision making  

 

 

Contractor related 

 

financial difficulties  

poor performance of contractor 

delay in completion of the work 

improper scheduling and planning of contractor 

fail to prove guaranty / insurance 
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Fail to delivery material on time delivered by contractor 

engage to corrupt fraudulent 

 

Consultant related  

 

 

unrealistic contract duration 

poor site supervision and contract management  

Delay preparation and approval of drawing  

Luck of judgment and experience 

Delay preparation, approval drawing and Modification  

Poor site supervision 

engage to corrupt fraudulent 

Termination for convince Termination of contract for the employers convince 

Frustration 

 

External related  

 

Weather condition 

Price fluctuation 

Political unstable 

Unforeseen site condition 

Site security condition 

Work at hot /danger area/  

 

2.3.4 Effects of contract termination 

The effect of the termination is to discharge the parties from their unperformed obligations under 

the contract. The reasons for termination will determine whether a contractor is entitled to payment 

for work performed prior to termination and whether the contractor is responsible for increased 

costs to complete the remainder of the project (Graff and Stewart, no date).However, there are 

good impact as well as bad impacts on stakeholders due to premature project/contract termination 

most of the time it result in breaking the relationship among parties, create dispute, black listing 

the contractor (Abeynayake & Kumara, 2013). 

Whenever a party breaches a contract, the non-breaching party is entitled to recover some form of 

damages. In all contract actions, a breach entitles the other party to at least nominal damages, and 
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actual damages which they can prove. In the case of termination, the actual damages must be 

shown to be the proximate result of the termination (Brumback, 2006). 

Termination of a contract is a serious step to take. Its consequences, both practical and legal, should 

be considered before notice is given to the Contractor. There will be significant financial 

consequences for the Employer if the Contractor objects to termination and the Dispute 

Adjudication Board (DAB) or Arbitrator later decides that the Employer was not entitled to 

terminate. A party’s right to terminate under the contract must be distinguished from its right to 

terminate at law. The grounds on which a party may terminate the contract at law depend on the 

governing law of the contract, and are often very narrow. In contrast, contractual termination 

provisions often provide greater or different remedies than are available under the governing 

law(Roberts, 2007). 

If a contractor terminates the contract for cause, he is entitled to recover payment for Work 

executed and for proven loss with respect to materials, equipment, tools, and construction 

equipment and machinery, including reasonable overhead, profit and damages(Brumback, 

2006).Similarly, if an owner terminates the contract for the owner’s convenience, the contractor is 

entitled to recover payment for Work executed, and costs incurred by reason of such termination, 

along with reasonable overhead and profit on Work not executed. In the case of a subcontractor 

which has defaulted, the general contractor is entitled to recover from that subcontractor any 

increased costs of completing the work from defaulting subcontractor.  

The contractor is entitled to damages reflecting everything which would have been received under 

the contract, or the proportion of it which remains outstanding at the date of termination, less what 

it would have cost the contractor to complete the work. It has been clearly established that the 

damages should include the profit element on work remaining to be done(Murdoch & Hughes, 

2000). 

Contract/project terminated early due to whatever reason their issues effect on many ways to 

project stakeholder. Further less attention is given to some issues related to project/contract 

termination like impacts of termination relationship among parties after termination and steps to 

prevent early termination(Abeynayake & Kumara, 2013). 
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Contractual disputes could be time-consuming, expensive and difficult. They can damage 

Borrower/contractor relationships, cause delays and negatively impact contract execution. They 

could also substantially increase the contract price. It is therefore in the interest of contracting 

parties to work at avoiding disputes in the first place. This can be achieved, among other things, 

through developing good communications and working relationship management with the 

contractor(Bank, 2018). 

2.3.4.1 Owner’s Damages  

Defective or incomplete work by a contractor normally constitutes a breach of contract. Where 

this occurs, an argument sometimes arises as to whether the employer’s damages should consist 

of the cost of putting right the deficiencies, or the (usually lesser) amount by which the value of 

the property is diminished(Murdoch & Hughes, 2000). 

2.3.4.2 Contractor’s damages  

If a contractor terminates the contract for cause, he is entitled to recover payment for Work 

executed and for proven loss with respect to materials, equipment, tools, and construction 

equipment and machinery, including reasonable overhead, profit and damages (Brumback, 2006) 

.Similarly, if an owner terminates the contract for the owner’s convenience, the contractor is 

entitled to recover payment for Work executed, and costs incurred by reason of such termination, 

along with reasonable overhead and profit on Work not executed. In the case of a subcontractor 

which has defaulted, the general contractor is entitled to recover from that subcontractor any 

increased costs of completing the work from defaulting subcontractor.  

The contractor is entitled to damages reflecting everything which would have been received under 

the contract, or the proportion of it which remains outstanding at the date of termination, less what 

it would have cost the contractor to complete the work. It has been clearly established that the 

damages should include the profit element on work remaining to be done. (hughes, July 2000) 

Implication of Construction Contract Termination for Infrastructural Development; Delay of the 

Project; Abandonment of the project; Quality of the project affected; Variance in final cost; Cost 

overrun and Climate effect on the project. (Abdul-rahman & Wang, 2017) 
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Summary of effects of termination Delay of the Project; Abandonment of the project; Quality of 

the project affected; Variance in final cost; Cost overrun, Climate effect on the project, loss with 

respect to materials, equipment, tools, and construction equipment and machinery, including 

reasonable overhead, profit and damages  and breaking the relationship among parties, create 

dispute, black listing the contractor 

2.3.5 Procedure for Termination depends on different standard 

2.3.5.1 Termination on FIDIC  

Termination by Employer 

If the Contractor fails to carry out any obligation under the Contract, the Engineer may by notice 

require the Contractor to make good the failure and to remedy it within a specified reasonable time. 

The Employer shall be entitled to terminate the Contract if the Contractor:  

Fails to comply with Performance Security or with a Notice to Correct, abandons the Works or 

otherwise plainly demonstrates the intention not to continue performance of his obligations under 

the Contract, Without reasonable excuse fails to proceed with the Works Commencement, Delays 

and Suspension, or To comply with a notice issued Rejection or Remedial Work within 28 days 

after receiving it, Subcontracts the whole of the Works or assigns the Contract without the required 

agreement, becomes bankrupt or insolvent, goes into liquidation, has a receiving or administration 

order made against him, compounds with his creditors, or carries on business under a receiver, 

trustee or manager for the benefit of his creditors, or if any act is done or event occurs which (under 

applicable Laws) has a similar effect to any of these acts or events, or Gives or offers to give 

directly or indirectly to any person any bribe, gift, gratuity, commission or other thing of value, as 

an inducement or reward for doing or forbearing to do any action in relation to the Contract, or for 

showing or forbearing to show favor or disfavor to any person in relation to the Contract, or if any 

of the Contractor’s Personnel, agents or Subcontractors gives or offers to give (directly or 

indirectly) to any person any such inducement or reward. However, lawful inducements and 

rewards to Contractor’s Personnel shall not entitle termination. 
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In any of these events or circumstances, the Employer may, upon giving 14 days’ notice to the 

Contractor, terminate the Contract and expel the Contractor from the Site. However, in the case of 

the Employer may by notice terminate the Contract immediately. 

The Employer’s election to terminate the Contract shall not prejudice any other rights of the 

Employer, under the Contract or otherwise. 

The Contractor shall then leave the Site and deliver any required Goods, all Contractor’s 

Documents, and other design documents made by or for him, to the Engineer. However, the 

Contractor shall use his best efforts to comply immediately with any reasonable instructions 

included in the notice for the assignment of any subcontract, and for the protection of life or 

property or for the safety of the Works. 

After termination, the Employer may complete the Works and/or arrange for any other entities to 

do so. The Employer and these entities may then use any Goods, Contractor’s Documents and 

other design documents made by or on behalf of the Contractor. 

The Employer shall then give notice that the Contractor’s Equipment and Temporary Works will 

be released to the Contractor at or near the Site. The Contractor shall promptly arrange their 

removal, at the risk and cost of the Contractor. However, if by this time the Contractor has failed 

to make a payment due to the Employer, these items may be sold by the Employer in order to 

recover this payment. Any balance of the proceeds shall then be paid to the Contractor. 

Termination by Contractor 

The Contractor shall be entitled to terminate the Contract if: 

the Contractor does not receive the reasonable evidence within 42 days after giving notice 

Contractor’s Entitlement to Suspend Work in respect of a failure to comply Employer’s Financial 

Arrangements, the Engineer fails, within 56 days after receiving a Statement and supporting 

documents, to issue the relevant Payment Certificate, the Contractor does not receive the amount 

due under an Interim Payment Certificate within 42 days after the expiry of the time Payment 

within which payment is to be made (except for deductions in Employer’s Claims), the Employer 

substantially fails to perform his obligations under the Contract in such manner as to materially 

and adversely affect the economic balance of the Contract and/or the ability of the Contractor to 
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perform the Contract, the Employer fails to comply Contract Agreement or Assignment, a 

prolonged suspension affects the whole of the Works as described Prolonged Suspension, 

Employer becomes bankrupt or insolvent, goes into liquidation, has a receiving or administration 

order made against him, compounds with his creditors, or carries on business under a receiver, 

trustee or manager for the benefit of his creditors, or if any act is done or event occurs which (under 

applicable Laws) has a similar effect to any of these acts or events, a Contractor does not receive 

the Engineer’s instruction recording the agreement of both Parties on the fulfillment of the 

conditions for the Commencement of Works. 

In any of these events or circumstances, the Contractor may, upon giving 14 days’ notice to the 

Employer, terminate the Contract. However, in the case of the Contractor may by notice terminate 

the Contract immediately. 

In the event the Bank suspends the loan or credit from which part or whole of the payments to the 

Contractor are being made, if the Contractor has not received the sums due to him upon expiration 

of the 14 days Payment for payments under Interim Payment Certificates, the Contractor may, 

without prejudice to the Contractor’s entitlement to financing charges Delayed Payment, take one 

of the following actions, namely  suspend work or reduce the rate of work or terminate the Contract 

by giving notice to the Employer, with a copy to the Engineer, such termination to take effect 14 

days after the giving of the notice. 

The Contractor’s election to terminate the Contract shall not prejudice any other rights of the 

Contractor, under the Contract or otherwise. 

2.3.5.2 Termination on PPA 2011 

Termination by the Public Body 

Termination shall be without prejudice to any other rights or powers under the contract of the 

Public Body and the Contractor. 

In addition to the grounds for termination defined in these General Conditions, the Public Body 

may, by not less than thirty days written notice of termination to the Contractor stating the reason 

for termination of the contract and the date on which such termination becomes effective. (except 

The Public Body, in its sole discretion and for any reason whatsoever, decides to terminate the 
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Contract, for which there shall be a written notice of not less than sixty days), such notice to be 

given after the occurrence of any of the events specified in this GCC terminate the Contract if: 

 The Contractor fails to carry out any or all of the Works within the period specified in the Contract, 

or within any extension thereof granted by the Public Body pursuant, The Contractor fails to 

remedy a failure in the performance of their obligations as specified in a notice of suspension 

pursuant within thirty days of receipt of such notice of suspension of assignment or within such 

further period as the Public Body may has subsequently approved in writing, The Contractor 

becomes (or, if the Contractor consists of more than one entity, if any of its Members becomes) 

insolvent or bankrupt or enters into any agreements with their creditors for relief of debt or take 

advantage of any law for the benefit of debtors or go into liquidation or receivership whether 

compulsory or voluntary, other than for a reconstruction or amalgamation, The Contractor fails to 

comply with any final decision reached as a result of direct informal negotiation pursuant (e) The 

Contractor is unable, as the result of Force Majeure, to carry out the Works for a period of not less 

than sixty (60) days, The Contractor assigns the contract or sub-contracts without the authorization 

of the Public Body, The Contractor has been guilty of grave professional misconduct proven by 

any means which the Public Body can justify, The Contractor has been declared to be in serious 

breach of contract financed by the Federal Democratic Republic of Ethiopia's budget for failure to 

comply with its contractual obligations. The Contractor has been engaged in corrupt or fraudulent 

practices in competing for or in executing the Contract. Any organizational modification occurs 

involving a change in the legal personality, nature or control of the Contractor, unless such 

modification is recorded in an addendum to the Contract, Any other legal disability hindering 

performance of the Contract occurs; The Contractor fails to provide the required guarantees or 

insurance, or the person providing the underlying guarantee or insurance is not able to abide by its 

commitments. Where the procurement requirement of the Public Body changes for any apparent 

or obvious reason Where it emerges that the gap between the value of the Contract and the 

prevailing market price is so wide that allowing the implementation of the contract to proceed 

places the Public Body concerned at a disadvantage; The Public Body, in its sole discretion and 

for any reason whatsoever, decides to terminate the Contract. The Contractor has delayed the 

completion of the Works by the number of days for which the maximum amount of liquidated 

damages can be paid, 
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Termination by the Contractor 

The Contractor may, by not less than thirty (30) days' written notice to the Public Body, of such 

notice to be given after the occurrence of any of the events specified terminate the Contract if: The 

Public Body fails to pay any money due to the Contractor pursuant to the Contract and not subject 

to dispute pursuant within forty-five (45) days after receiving written notice from the Contractor 

that such payment is overdue, The Public Body is in material breach of its obligations pursuant to 

the Contract and has not remedied the same within forty-five (45) days (or such longer period as 

the Contractor may have subsequently approved in writing) following the receipt by the Public 

Body of the Contractor’s notice specifying such breach, The Public Body suspends the progress 

of the works or any part thereof for more than 180 days, for reasons not specified in the Contract, 

or not due to the Contractor's default. The Contractor is unable as the result of Force Majeure, to 

perform a material portion of the Works for a period of not less than sixty (60) days; or The Public 

Body fails to comply with any final decision reached as a result of settlement of disputes pursuant. 

2.3.6 Wrongful termination  

If the contract is terminated for no reason, but the owner states that the termination is “for cause ", 

the contractor may claim damages for the Wrongful termination. The contractor is entitled to not 

only compensation for work performed prior to termination, but also the expected net profit of the 

contract from the unexecuted portion of the contract. If the contractor Wrongful terminates the 

contract and leaves the site, he will be responsible for the difference between the owner's 

completion cost and the remaining balance of the contract. He also has to pay reasonable additional 

costs associated with delays and hiring new contractors (Brumback, 2006). 

Some terminations of a construction contract are lawful. However, a party who wrongfully 

terminates a contract will be found to have materially breached the contract. The big risk with any 

form of termination is that the termination could be wrongful or it is not done correctly. The most 

important thing to consider, however, is that any attempt to terminate a construction contract must 

be done with utmost of care and must be done in `accordance with the procedural requirements of 

the contract. Failure to do so can result in extremely serious consequences and a potentially large 

claim for damages(Siang, 2011). 
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2.6.7 Legal termination 

According to Ethiopian civil code (1960) the termination of contact legally allowed when 

A contract may terminate where the parties so agree, A contract which is terminated shall no longer 

be performed, Termination shall have no retrospective effect and Where a contract is made for 

undefined period of time , both parties may terminate it on notice(Code, 1960). 

2.6.8 Arrangement of termination 
 

According to General condition of contract 2011(GCC, 2011) 

The Public Body and the Contractor agree that termination or expiry of the Contract shall not affect 

either Party's obligations which the Contract provides shall survive the expiration or termination 

of the Contract.  

All Materials on the Site, Plant, Equipment, Temporary Works, and Works shall be deemed to be 

the property of the Public Body if the Contract is terminated because of the Contractor’s default.  

After termination or expiry all data, documents and records (whether stored electronically or 

otherwise) relating in whole or in part to the provided Works shall be delivered by the Contractor 

to the Public Body provided that the Contractor shall be entitled to keep copies thereof to the extent 

that the information contained therein does not relate solely to the Works or to the extent that the 

Contractor is required by law to maintain copies thereof or to the extent that the Contractor was 

possessed of such data documents and records prior to the date of the Contract. In addition, the 

Contractor shall co-operate fully with the Public Body during the handover leading to the 

termination of the Contract. This co-operation shall extend to full access to all documents, reports, 

summaries and any other information required to achieve an effective transition without disruption 

to routine operational requirements. 

2.6.9 Payment after Contract Terminated 

According to Gcc ((MoWUD, 1994)), December 1994”. 

If the Contract shall be terminated as aforesaid, the Contractor shall be paid by the Employer, in 

so far as such amounts or items shall not have already been covered by payments of account made 
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to the Contractor, for all work executed prior to the date of termination at the rates and prices 

provided in the Contract and in addition:- 

The amounts payable in respect of any preliminary items, so far as the Work or service comprised 

therein had been carried out or performed, and a proper proportion as certified by the Engineer of 

any such items, the Work or service comprised in which has been partially carried out or 

performed. 

The cost of materials or goods reasonably ordered for the Works which shall have been delivered 

to the Contractor or of which the Contractor is legally liable to accept delivery, such materials or 

goods becoming the property of the Employer upon such payments being made by him. 

A sum to be certified by the Engineer, being the amount of any expenditure reasonably incurred 

by the Contractor in the expectation of completing the whole of the Works in so far as such 

expenditure shall not have been covered by the payment in this sub-clause before mentioned. 

The reasonable cost of removal of constructional plant and, if required by the Contractor, return 

thereof to the Contractor's main plant yard in his country of registration or to other destination, at 

no greater cost. 

The reasonable cost of repatriation of all the Contractor's staff and Workmen employed on or in 

connection with the Works at the time of such termination. 

Provided always that against any payments due from the Employer under this sub-clause, the 

Employer shall be entitled to be credited with any outstanding balances due from the Contractor 

for advances in respect of constructional plant and materials and any other sums which at the date 

of termination were recoverable by the Employer from the Contractor under the terms of the 

Contract. 

Payment on Termination according to (FIDIC MDB, 2010) 

After a notice of Termination by Contractor has taken effect, the Employer shall promptly: 
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 Return the Performance Security to the Contractor,   Pay the Contractor Optional Termination, 

Payment and Release, and Pay to the Contractor the amount of any loss or damage sustained by 

the Contractor as a result of this termination. 

After a notice of Termination by Employer has taken effect, the Employer may: 

 Proceed Employer’s Claims, Withhold further payments to the Contractor until the costs of 

execution, completion and remedying of any defects, damages for delay in completion (if any), 

and all other costs incurred by the Employer, have been established, and/or recover from the 

Contractor any losses and damages incurred by the Employer and any extra costs of completing 

the Works, after allowing for any sum due to the Contractor Valuation at Date of Termination. 

After recovering any such losses, damages and extra costs, the Employer shall pay any balance to 

the Contractor 

2.7 Summary of literature review  

An early termination contract is one that is dissolved before the period of the contract has ended. 

This is frequently the result of a breach of contract, which occurs when one party fails to uphold 

the terms of the contract they signed. Some contracts may also include stipulations that allow one 

of the parties to seek early termination. Early termination can have far-reaching consequences for 

both parties involved, both in their current business dealings and in their overall corporate 

reputation; hence it is best avoided if at all possible. 
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CHAPTER THREE 

3 RESEARCH METHODOLOGY 

3.1 Introduction 

This chapter details the methodology and procedures which are used in the field of study. This 

chapter deals with the research method, research population, sample, sample characteristics, pilot 

study, research tools, Internal Consistent Validity, Questionnaire Reliability, as well a list of 

statistical procedures used in the study. 

3.2 Study Area 

The study area of this research is located on Addis Ababa Housing development Corporation 

which is a governmental housing project that constructed 40/60 and 20/80 condominiums and is 

on the way to the construction stage undertaken by the Addis Ababa city administration.  

The focus of this research is to identify the main cause and effect of contract termination, assess 

the practice of contract termination, and find the possible solution to minimize project termination. 

3.3 Research design 

Research design is the general plan of how the researcher will go about answering the research 

questions. It contains clear objectives, derived from the research question(s), specifies the sources 

from which the researcher intends to collect data, and considers the constraints that will inevitably 

have as well as discusses ethical issues. 

The research design adopted a qualitative and quantitative research approach which is a mixed 

research approach aimed at increasing the reliability of the information, thereby making qualitative 

information complement the quantitative information. The data were collected from the primary 

and secondary data sources through the use a close-ended questionnaire, and published & 

unpublished documents, respectively. In addition, a review of related literature helped to explore 

concepts and adopt approaches to the current study of causes and effects of contract termination 

in public building construction projects. 

 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 34 
 

According to Kumar (2011), a research design is a procedural plan that is adopted by the researcher 

to answer questions validly, objectively, accurately, and economically. The general approach 

followed in this research is summarized in Figure 3.2, as shown below. 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

Figure 3-1: - Order of activities 

Primary Secondary 

Questionnaire

s 

Group 

discussion 

SPSS 

Literature gathering 

Prepare literature review 

Identify & analysis cause and effect of contract termination in Addis 

Ababa housing corporation 

Document 

review 
Identify the targeted response group 

Data collection 

Data analysis 

Result and desiccation 

Conclusion and recommendation 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 35 
 

 The research was developed from observation of practical problems in Addis Ababa Housing 

Corporation which is governmental housing projects. contract termination project that is 

constructed and on the way of construction stage undertaken by the Addis Ababa city 

administration. The researcher used questionnaires, group desiccation, and document reviews 

oriented to investigate the main causes and effects of project contract termination in Addis Ababa 

Housing Corporation. So the research design will help to integrate different components of the 

research coherently and logically, for this research, the research design is descriptive. It is 

descriptive because the research focuses on practical projects to realize the causes and effects of 

project contract termination. Descriptively primary data (Group dissection and questionnaire) and 

secondary data (office working documents, performance reports) were used. The questionnaire, or 

survey, can be a written document that is completed by the person being surveyed or can be a face-

to-face Group dissection. Using this survey it is possible to collect data from large or small 

populations, as a result of the diversity in the types and sources of data required for answering the 

research questions. Therefore, the information collected is used to describe both qualitative and 

quantitative concerning the issue of housing project contract termination. 

3.4 Population and Sampling Techniques 

The populations for this research were seven projects that are executed under 3 branch offices of 

Addis Ababa Housing Development Corporation which are active during the study period. The 

respondant of this research were client (Employee of Addis Ababa Housing Development 

Corporation), contractors, and consultants who are directly involved in Addis Ababa Housing 

Corporation building construction projects in Addis Ababa City. The client contractors and 

consultants are currently involved in Addis Ababa Housing Corporation building construction 

projects. 

The sampling technique that this research employed is non-probability sampling techniques that 

encompass purposive sampling. Kent (2007) defines Purposive sampling is a sampling technique 

that allows the researcher pick informants based on the purpose of the study. Of the different types 

of non-probability sampling techniques, purposive sampling is taken as the most appropriate for 

the study because, it allows utilizing judgment to choose situations that helps to answer the 

research question and achieve the study's objective. 
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3.5 Sample size  

Sample size determination is the act of choosing the number of observations or replicates to include 

in a statistical sample. The sample size is an important feature of any empirical study in which the 

goal is to make inferences about a population from a sample. In this research, the size of the target 

population frame consists of a total of 322 professional workers, managers, and engineers i.e. for 

AAHDC 3 branch offices for client = 129, for contractors =142, and for consultants = 51 are 

considered to be in the population frame. 

The sample size of each sector from the total sampling frame was drawn to make the required 

number of respondents (representatives). The data gathered through this technique shall be more 

representative and reliable. 

The respondents for the study have been one from each stockholders in the sample frame as per determined 

by using sampling design formula. (Kothari 2004) 

n = 
𝒑.𝒒.𝑵.𝒁𝟐

(𝑵−𝟏)𝒆𝟐+ 𝒁𝟐𝒑.𝒒
   ………………………………………..Equation 1 

Where, n= sample size 

N= Total population =322  

Z= 95% confidence level (interval) under the normal curve (1.96) 

E= Acceptable error term (0.05) 

P and q are estimates of proportions sampled and not sampled that are 6% and 94% respectively. 

To calculate the sample size of respondents using equation 3.1, as shown below: 

    n = 
𝑝.𝑞.𝑁.𝑍2

(𝑁−1)𝑒2+ 𝑍2𝑝.𝑞
      

    =
.06∗.94∗322∗1.962

(322−1).052+(1.96)2 .06∗.94
  =68.46 ≈ 69 

= 69 respondents 
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To ensure good representation of each stakeholder, the following was done: 

 From client (AAHDC)=129 

  n of AAHDC = 
129 × 69

322
= 28 

n of Contractor  = 
142 ×69

322
= 30 

n of Consultant = 
51×69

322
= 11 

The sample respondent frame consists a total of 69 professional workers, managers and engineers 

i.e. from AAHDC 28 respondents, from Contractor 30 respondents, from 11 respondents, are 

considered to be in the sampling frame. 

3.6 Data Collection Methods  

This research has been conducted by employing various methods of data collection. Both primary as 

well as secondary data has been collected. The researcher himself collects the primary data from the 

respondents using self-administered structured questionnaire and focus group discussion during the 

meeting carried out in the open place with key informants and industry practitioners.  

The secondary data types were gathering information from published and unpublished documents, 

standard documents and other related material collected from different sources.  

The following instruments have been used to collect data for this study.  

3.6.1 Questionnaire Survey  

It was planned to use questionnaire which is a tool for collecting and recording information about a 

particular issue of interest with clear instructions and choices and space for answers. The closed 

questionnaire was adopted in such a way to have quantitative data which are related to the objectives 

of the research.  

The questionnaire has six parts. The first part of questionnaire is gathering information about the 

respondents‟ background. The second part of the questionnaire is gathering information about early 
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/untimely/ project contract termination client related cause. The third part of questionnaire is gathers 

information about early /untimely/ project contract termination contractor related cause. The fourth 

part of questionnaire is gathers information about early /untimely/ project contract termination 

consultant related cause. The fifth part of questionnaire is gathers information about early /untimely/ 

project contract termination external factor related cause and the sixth part of questionnaire is gathers 

information about effect of early /untimely/ project contract termination. 

Table 3-1: - Distribution of sample respondents from each Organization/Sectors 

Target sample group Number of Respondent 

Client 28 

Contractor 30 

Consultant 11 

 

3.6.2 Focus Group Discussion  

Focus group discussion is frequently used as a qualitative approach to obtain data as part of 

fulfilling information on the cause and effect of contract termination. A focus group organized by 

the researcher use 8 important questions during the discussion. For the focus group discussion 5 

purposively selected key informants two from AAHDC, two from Contractor and one from 

consultants. 

Focus group discussion is frequently used as a qualitative approach to gain an in-depth 

understanding of social issues. Focus group discussion (FGD) is a research tools that is a good 

way to gather together people from similar backgrounds or experiences to discuss a specific topic 

of interest. 

3.6.3 Document Review  
 

Document review is a systematic collection, documentation, analysis and interpretation and 

organization of data as a data collection method in research and Qualitative research data method. 

For this research the researcher use the document latter written from client to contractors. 

3.7 Data analysis and processing 

The data were collected through questionnaires and Group discussion. Data were collected from 
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Addis Ababa Housing Development Corporation, contractor and consultants. The researcher 

distributed 69 questionnaires and out of which 61 questionnaires, which its response rate 

represented 88.4%, were gathered. Then it was analyzed with descriptive statistics and correlation 

model. A descriptive analysis used to present and interpret the data. Simple statistical tools like 

mean, RII, frequency, percentage, chart and tables along with percentages and inferential statistics 

like correlation were used to analyze the responses of the respondents. In order to analyze and 

manage the collected data statistical package for social science (SPSS) software tool was used.   

3.7.1 Relative Importance Index (RII) Technique 

The  relative  importance  index  method  was  used  to  determine  the  relative  major cause and 

effects. The five-point scale of: Strongly Agree = 5, Agree = 4, Undecided = 3, Disagree = 2 and 

strongly disagree = 1 adopted and transformed to relative importance indices (RII) for each effects 

as follows:  

RII = ∑ 𝑾/𝑨 × 𝑵……………………………………………………………Equation 2 

Where;  RII: relative importance indices;  

W: the weights given to each cause and effects (Ranging from 1 to 5),  

A: The highest weight (i.e. 5 in this case), and  

N: the total number of respondents.  

The  RII  value  had  a  range  from  0  to  1  (0  not  inclusive), The results will compute into 

percentages and subsequently presented in the form of bar charts and tables. Microsoft Excel and 

SPSS were the main tools employed to analyze the data in order to help interpret the results. 

 

3.8 Validity and Reliability 

As mentioned by Stilwell & Hoskins (2013), reliability and validity are two main criteria for 

determining data quality where validity presumes reliability, that is, if a measure is not reliable, it 

cannot be valid. 
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3.8.1 Validity of the research method 

Validity is the degree to which a test measures what it purports to measure and the validity of the 

questionnaire data depends in a crucial way on the ability and willingness of the respondents to 

provide the information requested. The questionnaire employed was adapted from reviewed 

literatures and similar study instruments and were made suit for the existing research environment. 

In addition, industry practitioners’ comment on the appropriateness of the elements included in the 

questionnaire helps to well validate the approaches in obtaining the intended data. Furthermore the 

questionnaires adapted were pilot tested by professionals from the area and experts to be validated 

in the three parts of the questionnaires.  

In this regard the study was designed to clearly and correctly address the intended objective 

(research question). The instrument’s similarity with other causes and effect of project contract 

termination , detailed reviewed literatures of the constructs/concepts identified by the variables in 

the three parts of the questionnaires, advisor’s review, university instructors comment and 

subsequent steps in the process that follow formal statistical/scientific approach in answering the 

research questions ensured that the study approach and the measurement instrument fulfill all of 

the construct, face and content validity of the research. 

3.8.2 Reliability of Questionnaire 

Reliable measurement is the repetition of any measurement that produces the same result. In order 

to maintain reliability in the study, the researcher administered the same type of questionnaire to 

all the subjects, that is, all three stakeholders who participated in this research were given the same 

type of questions with the same type of wording thus carrying the same meaning to all. The 

assumption here is that all the respondents will have the same interpretation of the questions; 

however, the researcher made sure that all the questions were constructed in the English language 

so as to be easily read and understood by all subjects. Reliability refers to the quality of a 

measurement procedure that provides repeatability and accuracy.  

Data collected from the respondent’s profile of the questionnaire reliability is test participants 

personal characteristics regarding the test environment and condition of the participants can 

contribute to whether or not a test is effectively reliable. Simple random method is that the 

researcher exercises lottery method for equal chance of target population selection on the 
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informant’s reliability and competency. This is a relevant concern especially regarding key 

informants on whom much of the data quality rest.  

Data collected from the questionnaires, internal consistency reliability is tested by Cronbach’s 

alpha coefficient in rated on a five point likert the response scale which included Strongly Agree 

(SA) = 5, Agree (A) = 4, undecided (un) = 3, Disagree (D) = 2 and Strongly Disagree (SD) = 1. 

The test of reliability, the equation 2 is used to determine the Cronbach’s alpha as shown below 

(Namdeo & Rout, 2016) 

∝ = (
𝒌

𝒌−𝟏
) (

𝑺𝑻
𝟐−∑ 𝑺𝒊

𝟐

𝑺𝑻
𝟐 ) … … … … … … … … … … … … … … … … … … … …Equation 3 

Where;  is the cronbach alpha coefficient 

K is the number of items,  

2

iS  Is the variance of thi item and  

2

iS Is the variance of total score formed by summing items 

The interpretation of Cronbach’s alpha is the range of Cronbach’s alpha normally is between 0 and 

1. Guide line provided by them to assess the reliability of any data as shown in Table 3.2. 

Table 3-2: - Guideline for assessing reliability results 

S. No Range Reliability 

1 0.9 and above Excellent 

2 0.7 – 0.9 High 

3 0.5 - 0.7 Moderate 

4 0.5 and below Low 

Source: (Perry R. Hinton & Brownlow, 2014) 

3.9 Ethical Consideration 

This study was subject to certain ethical issues. As it was mentioned earlier, all the research 

participants included in this study is appropriately informed about the purpose of the research and 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 42 
 

their willingness and consent is secured before the commencement of distributing the survey 

questionnaire and asking them to give their responses to the focus group discussion. 

The research does not specify any participant’s name and Confidentiality of information was 

guaranteed. The other ethical consideration of this research is in keeping the findings not to be dis 

advantageous to participants. The author shall not intentionally misreport findings which would 

be disadvantageous to the participants.  
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CHAPTER FOUR 

4 RESULTS AND DISSICATION 
 

4.1 Introduction  

The results and discussion is the most important part of the study. This chapter is structured 

according to the research objective and presents the findings. The important finding results were 

directly linked to the cause and effect of early construction contract termination in AAHDC. The 

information collected through field survey questionnaires, document and focus group discussions, 

FGD are analyzed within the framework of the study objectives. The analysis was carried out using 

SPSS software; focusing on the client, contractor, consultant, and external factor-related causes 

and effects of early contract termination in AAHDC. 

Accordingly, interpretations and discussions were presented on the basis of the findings. Hence, 

this chapter seeks to discuss the implications of the findings in relation to the research objectives 

that were set out in the introduction, and the results are presented concurrently according to the 

three key topics listed below. 

 General information about the respondents 

 Cause of early contract termination 

 Effects of early contract termination 

A total of 69 questionnaires were distributed to the respondents. However, only 61 questionnaires 

were collected and had usable responses (88% response rate), focus group discussion and relevant 

documents have been also reviewed.  Cause and effects of project contract termination, 88% 

response rates were reasonably very good. 

4.2 Respondent’s Profile  

4.2.1 Response Rates 

The questionnaire form was distributed to 69 respondents (28 for clients, 30 for Contractors, and 

11 for consultants) out of which 61 respondents returned completed forms, representing an 88.41% 

response rate. The response rate for respondents is 88.41 %, the response rate for Clients is 89.29%, 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 44 
 

the response rate for Contractor is 83.33%, and the response rate for Consultants is 100 % are very 

good when compared to the other response rate, which are is shown in Table 4.1 below. 

Table 4-1 : Frequency distribution of sample respondent’s rate 

Response 

Distribution 

No of distributed 

questionnaire 

No of returned 

Responses 

% of returned 

Responses 

Client 28 25 89.29 

Contractor 30 25 83.33% 

Consultants 11 11 100% 

Total  69 61 88.41% 

Source: Own survey data analysis 

4.1.2 Classification of respondents sample size 

Frequency Table 4.2 shows that the characteristics of the respondent's sample size rate among the 

groups. The sample consists of 25 respondents from clients (41%), 25 respondents from 

contractors (41%), and 11 respondents from consultants (18%), the distribution of respondents' 

sample size can be seen in Table 4.2 as follows. 

Table 4-2: Classification of respondents sample size 

Classification of 

organization 

frequency Percent Valid percent  Cumulative percent 

  

 

Valid 

Client 25 41% 41% 41% 

Contractor 25 41% 41% 82% 

Consultant 11 18% 18% 100% 

Total 61 100% 100%   

Source: Own survey data analysis 

 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 45 
 

 

 Chart 4-1: Respondents organization classification 

4.1.3 Respondents level of qualification/Educational Background 

Education as one of man's cultural needs is the most important factor to bring forth all-round 

development. Moreover, it is key to enhancing the level of capability in working together with 

others, which can also influence the process of integration at a certain level. The educational 

statuses of the sample of respondents have been presented on following Table 4.3 and Chart 4.2, 

as shown below respectively. 

Table 4-3: Respondents Level of qualification/Educational Background 

Educational Back Ground 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Diploma 2 3.3 3.3 3.3 

Degree/BSc 43 70.5 70.5 73.8 

MA/MSC 16 26.2 26.2 100.0 

Total 61 1s00.0 100.0  
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Chart 4-2: Respondents Level of qualification/Education Background 

Source: Own survey data analysis by spss 

According to the above analysis from frequency Table 4.3 and Chart 4.2, it was indicated that the 

highest educational level of the respondents ranges from diploma to second degree. The majorities 

of the respondents 70.5% are first-degree holders, the followed respondents 26.2% are second-

degree holders, and 3.3 are Diploma holders. This implied highly educated people with high 

expertise and high knowledge of matters. This also helped the researcher to quickly collect data 

since the respondents were able to read, write and easily interpret the questionnaires. Therefore, 

highly educated respondents were key role players in providing adequate and relevant data which 

determine the research result rationally and logically. 

4.1.4 Respondents position/responsibility 

Table 4.4 & Chart 4.3 shows that the respondent's current position/responsibility on the general 

manager level has 4.9 % of the total respondents, on the project manager level has 21.3% of the 

total respondents, on the office engineer level has 23 % from the total respondents, on the site 

engineer level have 16.4 % from the total respondents, on the supervisor level have 19.7% from 

the total respondents, on the contract administration level have 11.5% from the total respondents 

and on the others have 3.3 % from the total respondents. The current position statuses of the sample 

of the respondents have been presented on following Table 4.4 & Chart 4.3, as shown below 
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respectively 

Table 4-4: Respondents Current position 

Current Position 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid general manager 3 4.9 4.9 4.9 

project manager 13 21.3 21.3 26.2 

office engineer 14 23.0 23.0 49.2 

site engineer 10 16.4 16.4 65.6 

Supervisor 12 19.7 19.7 85.2 

contract administration 7 11.5 11.5 96.7 

Other 2 3.3 3.3 100.0 

Total 61 100.0 100.0  

 

 

Chart 4-3 : Current position of respondent 

4.1.5 Respondents work Experience  

Respondent's work experience in the construction industry 

The frequency Table 4.5 and Chart 4.4 shows that the respondents work experience 1-3 years have 

8.2% of the total respondents, 27.9 % of the total respondents have years of experience between 4 

- 6 years, 21.3 % of the total respondents have years of experience between 7 - 9 years, 24.6 % 
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from the total respondents have years of experience between 10 - 12 years, 13.1 % from the total 

respondents have years of experience between 13 - 15 years and 4.9 % from the total respondents 

have years of experience more than 16 years. The obtained results of the respondent’s years of 

work experience are given in the following Table 4.5 & Chart 4.4, as shown below respectively. 

Table 4-5: Respondents years of work experience in construction industry 

Work Experience in Construction Industry 

Work Experience Frequency Percent Valid Percent Cumulative Percent 

Valid 1-3 year 5 8.2 8.2 8.2 

4-6 year 17 27.9 27.9 36.1 

7-9 year 13 21.3 21.3 57.4 

10-12 year 15 24.6 24.6 82.0 

13-15 year 8 13.1 13.1 95.1 

16 above 3 4.9 4.9 100.0 

Total 61 100.0 100.0  

 

Chart 4-4 work experience in construction industry 
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4.1.6 Respondent work experience in construction site 

The frequency Table 4.6 and Chart 4.5 shows that the respondents work experience of 1-2 years 

have 11.5 % of the total respondents, 31.1 % of the total respondents have years of experience 

between 3 - 5 years and 57.4 % of the total respondents have years of experience between 6 - 8 

years. The obtained results of the respondent’s year of work experience are given in the following 

Table 4.6 & Chart 4.5, as shown below respectively. 

Table 4-6 Respondents years of work experience in construction site 

Work Experience in Construction Site 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 1-2 year 7 11.5 11.5 11.5 

3-5 year 19 31.1 31.1 42.6 

6-8 years 35 57.4 57.4 100.0 

Total 61 100.0 100.0  

 

 

Chart 4-5 work experience in construction site 

4.2 Results of Reliability Analysis   

Before conducting an analysis based on the results obtained from the questionnaire, a Cronbach 

analysis was carried out to ascertain the internal consistency of the questions using the Likert scale. 

The Cronbach Alpha test that shows the reliability of the questionnaire and the result of the 
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reliability test that was conducted cause of contract project termination client-related in Table 4.7, 

as shown below. 

Table 4-7: Result of Reliability test client relate Cause  

Reliability Statistics Cronbach's Alpha 

Cause of project contract termination in client relate 0.824 

Source: Own survey data analysis by spss 

The result indicates that the 10 items Cause of project contract termination in client relationships 

is correlated. There is internal consistency between the items. Since the data collected was based 

on five Likert scales; therefore to check the reliability of the research Cronbach’s Alpha method 

was used and all the components are high. As a matter of fact, the overall Cronbach Alpha value 

for the 10 items is 0.824 which showed high reliability of the data. Therefore, the researchers 

conclude that the test and questions were reliable. 

The Cronbach Alpha test that shows the reliability of the questionnaire and the result of the 

reliability test that was conducted on the cause of project termination in Table 4.7, as shown above. 

The Cronbach Alpha test that shows the reliability of the questionnaire and the result of the 

reliability test that was conducted on the Cause of project contract termination in consultants relate 

represented in Table 4.8, as shown below. 

Table 4-8: Result of Reliability test contractor relate Cause 

Reliability Statistics Cronbach's Alpha 

Cause of project contract termination in contractor  relate 0.851 

 

Source: Own survey data analysis 

The result indicates that the 10 items Cause of project contract termination in contractor relate are 
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correlated. There is internal consistency between the items. Since the data collected was based on 

five Likert-scales; therefore to check reliability of the research Cronbach’s Alpha method was used 

and all the components is high. As a matter of fact the overall Cronbach Alpha value for the 10 

items is 0.851 which high reliability of the data. Therefore, the researchers conclude that the test 

and questions were reliable.  

Table 4-9: Result of Reliability test consultants relate cause  

Reliability Statistics Cronbach's Alpha 

Cause of project contract termination in consultants relate 0.912 

Source: Own survey data analysis 

The result indicates that 10 Cause of project contract termination in consultants are correlated. 

There is internal consistency between the items. Since the data collected was based on five Likert-

scales; therefore to check reliability of the research Cronbach’s Alpha method was used and all the 

components is excellent or close to 1. As a matter of fact the overall Cronbach Alpha value for the 

10 items is 0.912 which showed excellent reliability of the data. Therefore, the researchers 

conclude that the test and questions were reliable. 

The Cronbach Alpha test that shows the reliability of the questionnaire and the result of the 

reliability test that was conducted on the Cause of project contract termination in external relate 

represented on the Table 4.10, as shown below. 

Table 4-10: Result of Reliability test external relate cause  

Reliability Statistics Cronbach's Alpha 

Cause of project contract termination in external relate 0.781 

 

Source: Own survey data analysis  

The result indicates that 7 Causes of project contract termination in external is correlated. There is 
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internal consistency between the items. Since the data collected was based on five Likert scales; 

therefore to check the reliability of the research Cronbach’s Alpha method was used and all the 

components is high. 

As a matter of fact, the overall Cronbach Alpha value for the 7 items is 0.781 which showed good 

reliability of the data. Therefore, the researchers conclude that the test and questions were reliable. 

The Cronbach Alpha test that shows the reliability of the questionnaire and the result of the 

reliability test that was conducted on the Cause of project contract termination in external relate 

are represented in Table 4.11, as shown below. 

Table 4-11 : Result of Reliability test project contract termination effect  

Reliability Statistics Cronbach's Alpha 

Effect of project contract termination 0.877 

Source: Own survey data analysis 

The result indicates that 13 Effects of project contract termination are correlated. There is internal 

consistency between the items. Since the data collected was based on five Likert-scales; therefore 

to check the reliability of the research Cronbach’s Alpha method was used and all the components 

is high. As a matter of fact the overall Cronbach Alpha value for the 13 items is 0.877 which 

showed good reliability of the data. Therefore, the researchers conclude that the test and questions 

were reliable. 

4.3 Causes of termination 

From questionnaire results the cause of project contract termination was determined using a 5 point 

linkert scale, and result ranked by comparing 

 

4.3.2 Client related causes 

Table 4-12: Results of the cause of project contract termination client related 
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R. No Client related causes    RII Rank 

Client related  

1 Fail to delivery material on time (like rebar, sanitary and 

electrical) 

0.800 

 

1 

2 Slow  to give  response ask by contractor 
0.790 

2 

3 Late in decision making 0.777 3 

4 Selection of competent contractors and consultants 

 0.761 

4 

5 Slow  to give decision  0.757 5 

6 Owners financial problem 0.751 6 

7 Employer obligation 
0.689 

7 

8 Employer bankrupt or insolvent 
0.656 

8 

9 Failure to pay approved payment 0.656 8 

10 Failure in delivering the site to the contractor 
0.597 

10 

From Table 4.12 shown above the respondent ranked client-related untimely/early contract 

termination causes in the Addis Ababa housing corporation construction projects suggested by the 

respondents were consider are Delay in materials delivery of client is one of the potential causes 

of project termination (RII=0.80), Slow to give response ask by the contractor (RII =0.790)  is the 

second most client related cause of project contract termination, third Late in decision making (RII 

=0.777), Selection of competent contractors and consultants(RII =0.761) ranked fourth cause, 

Slow to give decision (RII =0.757), Owners financial problem(RII =0.751) other key causes of 

client-related project contract termination. Employer obligation, Employer bankruptcy or 

insolvent & Failure to pay approved payment equal RII value, and Failure in delivering the site to 

the contractor were the least cause with RII values of 0.689, 0.656, and 0.597, respectively. 

4.3.3 Contractor related causes 

From Table: 4.13 below the most contractor-related cause was Financial Difficulties Failure to Pay 

Workers with an RII value of 0.813  followed by a Delay in progress/failure to meet the project 

schedule and Poor site management and supervision with an equal RII value of 0.807. Failure to 
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deliver material on time by the contractor was the fourth-ranked cause with an RII value of 0.797 

and Improper scheduling and planning of the contractor were the fifth ranks. Becoming bankrupt 

or insolvent was the least cause of contractor-related project contract termination with an RII value 

of 0.721. 

Table 4-13: Results of the cause of project contract termination contractor related 

R. No Contractor related causes    RII Rank 

Contractor  related  

1 Financial Difficulties Failure to Pay Workers 0.813 1 

2 Delay on progress/failure to meet the project  schedule 0.807 2 

3 Poor site management and supervision 0.807 2 

4 Fail to delivery material on time by contractor (like sand, aggregate) 0.797 4 

5 Improper scheduling and planning of contractor 0.767 5 

6 Failure to comply his obligation  /delivery/ performance security to client  
0.754 

6 

7 Failing to use material /standard of work man ship required by contractor 0.744 7 

8 Fail to correct their failure after giving notice to correct by engineer 
0.744 

7 

9 Poor sub-contractor performance 0.728 9 

10 Becomes  bankrupt or insolvent 0.721 10 

 

4.3.4 Consultant related causes  

From the findings listed in table 4.14 below project contractor termination, consultant-related 

causes in the Addis Ababa housing corporation suggested by the respondents were considered are 

Slow in decision making & response the 1st cause with RII value 0.754, Delay preparation and 

approval of drawing came next with RII value 0.751, Poor site management and supervision the 

third cause with RII value 0.738, Consultants lack of judgment and experience & Un realistic time 

duration with equal RII value of  0.725, Engaged in corrupt fraudulent sixth cause with RII value 

of 0.708, Late on contract modification seventh cause with RII value 0.705, Delay approval of 

material eighth with RII value 0.675, Errors in design 0.669 and Inadequate working drawing detail 

0.662 are least causes. 

Table 4-14: Results of the cause of project contract termination consultant related 
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4.3.5 External related causes 

From table 4.15 shows that Price fluctuation, Political unstable, Site security condition the most 

the potential cause of project contract termination with RII value of 0.872, 0.780 and 0.764 

respectively. 

 

 

 

Table 4-15: Results of the cause of project contract termination external related factor 

R. No External  related causes    RII Rank 

External  related  

1 Price fluctuation 0.872 1 

2 Political unstable 0.780 2 

R. No Consultant related causes    RII Rank 

Consultant  related  

1 Slow in decision making &response 0.754 1 

2 Delay preparation and approval of drawing 
0.751 

2 

3 Poor site management and supervision 0.738 3 

4 Consultants lack of judgment and experience 0.725 4 

5 Un realistic time duration 0.725 4 

6 Engaged in corrupt, fraudulent 0.708 6 

7 Late on contract modification 0.705 7 

8 Delay approval of material 
0.675 

8 

9 Errors in design 
0.669 

9 

10 Inadequate working drawing detail 
0.662 

10 
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3 Site security condition 0.764 3 

4 Unforeseen site condition 0.669 4 

5 Change in government regulation 0.666 5 

6 Weather condition 0.548 6 

 

Table 4-16: Summery of causes  

R. No Causes RII Rank 

1 Price fluctuation 
0.872 

1 

2 Financial Difficulties Failure to Pay Workers 
0.814 

2 

3 Delay on progress/failure to meet the project  schedule 
0.806 

3 

4 Poor site management and supervision 
0.806 

3 

5 Fail to delivery material on time 
0.80 

5 

6 Fail to delivery material on time by contractor 
0.796 

6 

7 Slow  to give  response ask by contractor 
0.79 

7 

8 Political unstable 
0.78 

8 

9 Late in decision making 
0.778 

9 

10 Improper scheduling and planning of contractor 
0.768 

10 

11 Site security condition 
0.764 

11 

12 Selection of competent contractors and consultants 
0.76 

12 

13 Slow  to give decision  
0.758 

13 

14 Failure to comply his obligation  /delivery/ performance security to 

client  
0.754 

14 

15 Slow in decision making &response 
0.754 

14 

16 Owners financial problem 
0.75 

16 

17 Delay preparation and approval of drawing 
0.75 

16 

18 Failing to use material /standard of work man ship required by 

contractor 
0.744 

18 

19 Fail to correct their failure after giving notice to correct by engineer 
0.744 

18 

20 Poor site management and supervision 
0.738 

20 

21 Poor sub-contractor performance 
0.728 

21 
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22 Un realistic time duration 
0.728 

21 

23 Consultants lack of judgment and experience 
0.724 

23 

24 Becomes  bankrupt or insolvent 
0.722 

24 

25 Engaged in corrupt, fraudulent 
0.708 

25 

26 Late on contract modification 
0.704 

26 

27 Employer obligation 
0.688 

27 

28 Delay approval of material 
0.676 

28 

29 Errors in design 
0.668 

29 

30 Unforeseen site condition 
0.668 

29 

31 Change in government regulation 
0.666 

31 

32 Inadequate working drawing detail 
0.662 

32 

33 Employer bankrupt or insolvent 
0.656 

33 

34 Failure to pay approved payment 
0.656 

33 

35 Failure in delivering the site to the contractor 
0.596 

35 

36 Weather condition 
0.548 

36 

 

As it can be seen in table 4.16, the most raked causes of contract termination from the combined 

related factor were Price fluctuation with an RII value of 0.872 price fluctuations are especially 

unpredictable in construction materials it is very different from 200% -300% price difference from 

the unit price taken by the contractor because of this the capacity of the contractor is decreasing 

and getting weaker, it is difficult to continue the work. Financial Difficulties Failure to Pay 

Workers with RII value of 0.814 the contractor when fails to pay wages to employees on time the 

works did not work properly also, it will be difficult to find workers to do the work, Delay on 

progress/failure to meet the project schedule & Poor site management and supervision Equal value 

of RII value of 0.806 if the contractor for the project is behind the schedule if not achieve the 

schedule the owner is forced to take action because he could not meet & the consultant or client 

contractor  if there is no one who supervises and control the work done properly, Fail to delivery 

material on time with RII value of 0.80 if not material delivered to the construction site as required 

and on time the project will be delayed, Fail to deliver material on time by the contractor with RII 

value of 0.796, Slow to give response ask by the contractor with RII value of 0.79 if the contractor 

question or justification ask the client or consultant, not response on time the project will be a 
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delay and terminated, Politically unstable with RII value of 0.78 if not good work condition if their 

riot the site will be close for days may be for weeks so the project time will be extended and causes 

termination is, Late in decision making with RII value of 0.778 and  Improper scheduling and 

planning of contractor with RII  value of 0.768 the contractor not properly schedule and to be 

implanted schedule prepare and not follows.. 

According to Ade-Ojo,  (2017) Most of the contract termination occurred just at the concrete floor 

bed level, it has always resulted into cracks in the foundation walls, failure of roof and carck 

members and crack and de-coloration of the block wall 

According to Riveros et al., (2022) The evaluation of twenty kinder- garden construction projects 

demonstrated that the main causes of Early contract termination  are deficiencies in the bidding 

evaluation process, which led to the selection of the general contractor with a lack of experience, 

lack of experience of the owner, and regulatory limitations of the legal framework for public 

projects ,Shortage of Labor force and materials shortage, non-payment claims, lack of advance 

payments, and delayed payments by the client. 

According to Khalil H. (2012) the most The most important factors causes project termination are 

Closure, Lack of resources, Contractors bankrupting or insolvent, Increment of material prices, 

Lack of experience in the line of work, Wrong cost estimation,Lack of capital, Working at hot 

(dangerous) areas, Low margin of profit due to competition, Difference of local currency exchange 

with  contract currency. 

According to (Abeynayake & Kumara, 2013) Factors affecting to termination bankrupt of the 

client,bunrupt of the contractor,not maintain progress of project,withhold payment  

 

Table 4-17 Rank causes in group 

Group RII Rank 

Contractor Related Cause 0.768 1 
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Owner Related Cause 0.723 2 

External Related 0.718 3 

Consultant Related Cause 0.711 4 

 

As shown in the above table the study also  related Contractor Related Cause Owner Related Cause 

and followed by External Related were major factors responsible for construction contract 

termination in AAHDC. 

4.4 Effects of termination 

Table 4-18: Results of Effect of project contract termination 

R. No Effects of termination RII Rank 

Effects of termination 

1 Delay of project completion 0.836 1 

2 Increase in final cost of the project/ increased costs to complete 

the remainder/ 0.823 

2 

3 Time overrun 0.816 3 

4 Breaking the relationship among parties/ create dispute/ 0.787 4 

5 Impact on external parties who expecting service 0.780 5 

6 Variance in final cost 0.777 6 

7 Loss of future income /lost profit/ 0.761 7 

8 Reduce profit 0.751 8 

9 Low productivity 0.751 8 

10 Black listing the contractor 0.748 10 

11 Go to court /Claim between parties/ 0.738 11 

12 Quality of the project affected 0.718 12 

13 the value of the property is diminished 0.708 13 

 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 60 
 

Delay of project completion with RII value of 0.836 delays will have occurred if contract 

termination happens because the project takes time to change to another contractor and made an 

agreement with the new replaced contractor, Increase in the final cost of the project/ increased 

costs to complete the remainder/ with RII value of 0.823 the cost of the project will increase 

because of the new contractor made an agreement with new unit price, Time overrun with RII 

value of 0.816 times will be run because the bidding and other court  cases, Breaking the 

relationship among parties/creating dispute/ with RII value of 0.787 the parties will be not smooth 

relationship for future, Impact on external parties who expecting service with RII value of 0.78 the 

external parties can be loaded the add of the price of the finished project, Variance in final cost 

with RII value of 0.777 it is not the same with the before the cost of the project, Loss of future 

income /lost profit/ with RII value of 0.761 is respectively ranked as the effect of early project 

contract termination as shown in table 4.17. This means that the intended beneficiaries, typically 

local communities, do not benefit from such projects because they are subject to delays. Apart 

from having a negative impact on the availability of householders/ house lottery winners/ the 

community, it also limits the community's ability to develop socially and economically. 

According to Ade-Ojo, (2017) the causes of termination delay in completion, abandonment and 

reduced quality of the project if and when completed among others. 

According to Riveros et al., (2022) The pattern matching results show that all the Early contract 

termination and completed projects presented symptoms associated with different risk types. This 

is reflected in consequences such as scheduling deviations and cost overruns. 

According to Abeynayake & Kumara, (2013) the effects or  impacts of termination blacklisted 

contractor’s company ,loss of employment, accused by client, westing money for dispiteresolution, 

change scope of the project, delay of project progress, external impacts polotical, external party is 

able to recover loss,bad relation ship amoung parties, 

4.5 Results from document review  

Project A 

The project is 2B+G+13 Block no. 05 & 06 in Addis Ababa bole Hayat site and terminated on 

26/01/2022 the client wrote the letter. The reason for termination was poor work progress, lack of 
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manpower, poor performance, failed to deliver the necessary material input and meet the schedule 

as attached in the appendix. The procedure used by AAHDC consultants was a written first 

warning letter on 27/04/18, then a second warning on 23/11/2020. After that, the final notice before 

advice of termination was written on 09/04/2021 because of no change in the status of the project. 

Finally, advice for termination letter written on 18/11/202. 

Project B 

The project is 2B+G+13 Block no. 21 & 22 in Addis Ababa bole Hayat site and terminated on 

27/10/2021 the client wrote the letter. The reason for termination was poor work progress, there 

being no qualified capable assigned key personnel including the project manager, site engineers, 

and general Forman on the site,   poor performance, failure to deliver the necessary material input 

and meet the schedule /the project far behind the schedule /  as attached in the appendix. The 

procedure used by AAHDC consultants was a written first warning letter on 06/02/2015, then a 

second warning on 25/08/2015. After that, the final notice before of advice of termination was 

written on 17/05/2019 because of no change in the status of the project. Finally, advice for 

termination letter written on 12/08/2019. But the client wrote termination of terminated contract 

and write for the second time a Reaffirmation of the terminated termination. 

Project C 

The project is B+G+10 (Block no. 23 & 29) and five B+G+8 (Bloch no. 24, 25, 26,27and 28) in 

Addis Ababa bole Hayat site and terminated on 29/01/2019 the client wrote a letter. The reason 

for termination was poor work progress /delay/, there being no qualified capable assigned key 

personnel, no paid workers due to shortage of financial, poor performance, failure to deliver the 

necessary material input and meet the schedule /the project being far behind the schedule / as 

attached in the appendix. The procedure used by AAHDC consultants was a written first warning 

letter on 01/01/2015, then a second warning on 25/01/2016. After that, the final notice before of 

advice of termination was written on 02/09/2018 because of no change in the status of the project. 

Finally, advice for termination letter written on 12/08/2019.but the client written termination of 

terminated contract but the contractor have on work  B+G+10 (Block no. 23 & 29) but for the five 

B+G+8 (Bloch no. 24, 25, 26,27and 28) terminated the  
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Project D 

The project is B+G+8 Block no. 09 & 10 in Addis Ababa bole Hayat site and terminated on 

25/11/2020 the client wrote the letter. The reason for termination was poor work progress, lack of 

manpower, poor performance, and advance bond not renewing because of this the client did not 

pay the payment, failed to deliver the necessary material input, and meet the schedule as attached 

in the appendix. The procedure used by AAHDC consultants was a written first warning letter on 

27/04/18, then a second warning on 23/11/2020. After that, the final notice before of advice of 

termination was written on 09/04/2021 because of no change in the status of the project. Finally, 

advice for termination letter written on 18/11/2021. 

Project E 

The project is 2B+G+13 Block no. 19 & 20 in Addis Ababa bole Hayat site and terminated on 

25/11/2020 the client written letter. The reason for termination was poor work progress, material 

deployed, failure to deliver the necessary material and machinery, failure to take any corrective 

actions, and the schedule significantly slipped for reasons not justified, not meet the schedule as 

attached in the appendix. The procedure used by AAHDC consultants was a written first warning 

letter on 06/02/2015, then a second warning on 07/10/2017.  Because of no change in the status of 

the project. Finally, advice for termination letter written on 13/02/2018. 

Project F 

The project is 2B+G+13 Block no. 03 & 04 in Addis Ababa bole Hayat site and terminated on 

25/11/2020 the client wrote a letter. The reason for termination was poor work progress, material 

deployed, failure to deliver the necessary material and machinery, failure to take any corrective 

actions, and the schedule significantly slipped for reasons not justified, not meet the schedule as 

attached in the appendix. the consultant requested on date 02/08/2017 to the contractor to provide 

a valid, extended bank guarantee and performance bond but the contractor was not sensitive to this 

condition, not submitted crashed schedule, promises field so far the site work is not activated in 

full power The procedure used by AAHDC consultants was written first warning letter then a 

second warning on 22/08/2017. Because of no change in the status of the project. Finally, advice 

for termination letter written on 04/05/2018.even if the contract is terminated, the contractor is still 
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under construction 

Table 4-19: - Summary of document review results 

Causes Effects 

 Poor work progress 

 Lack of manpower 

 Poor performance  

 Failed to deliver the necessary material input  

 Failed to meet the schedule 

 No qualified capable assign key personnel including project 

manager, site engineers and general Forman on the site,    

 Failed to deliver the necessary material input  

 Failed to meet the schedule /the project far behind the 

schedule / 

 No pay workers due shortage of financial 

 The schedule has significantly slipped for reasons not 

justified 

 Failed to take any correction actions 

 Not proved valid and extended bank guaranty and 

performance bond  

 Total collapse of finishing 

work activity 

 Lagging the project 

completion time 

 Additional cost to the client 

 The client demands payment 

of unpaid bank guaranty and 

performance bond for the rest 

of the work 

 Not payment to the contractor 

due not renew performance 

bond. 

 

 

Source letter written by AAHDC 

 

4.6 Result focus group discussion  

Focus group discussion is a qualitative data collection method and is used in this study to support 

and fill gaps that are otherwise not addressed by the quantitative part.  

As part of fulfilling information on the causes and effects of project contract termination, a focus 

group was organized by the researcher and guided by 8 important questions designed for the 

discussion. The members of the group invited consist of representatives of different sector groups 

such as senior client engineers, senior contractor project managers, and senior consultant 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 64 
 

engineers. The attendance list for 5 member discussion group and the guiding questions for the 

discussion chaired by the researcher is also attached at the end of the report. A summary of the 

discussion is listed below and relevant conclusions were drawn.  

The discussion is opened by researcher the question early project termination occurs in AAHDC 

construction project site. The findings from all focus group participants are yes, there early 

contract termination due to different reasons, but some contractors returned to work after the 

contract was terminated, due to their letter of apology and complaint.  `Some of the contractors, 

who returned to work where again terminated.  

The second question was who usually terminates the contract? The findings from focus group 

discussion all focus group participants agree that the termination done by client  

Are the necessary procedures followed when the contract is terminated?  Was the third question 

and the findings from all focus group participants are yes from written first warning latter up to 

client contract termination latter are implemented step by step. 

Who is the responsible for early contract termination from stack holders client, contractor and 

consultant?  The finding from focus group discussion most, not all focus group participants 

identified that clients are the responsible for early termination then contractors and consultants  

Early contractor termination advantages and dis advantages according to client, contractor? For 

the client advantage time minimize due to the delay of completion time from the old contractor, 

but the cost will be run because for the new replace contractor the unit rate price will be current 

price, for the contractor dis advantage due to different reasons termination not recommended for 

the contractor black list of contractor, the bond for the bank and the insurance guaranty will be 

confiscated. 

The main causes of early contract termination was discussed and it was identified the following 

significant cause of project contract termination construction material supplied by client not 

delivery on time, luck of concentration for project work by contractors key personal, not on time 

response by consultant for design modification and material change which not available in market, 

failure to do electrical and sanitary works which done by MSE, having multiple stakeholders, lack 

of communication between stakeholders, lack of supervision, the contact type (fixed rate contract), 
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late in decision making and lack of contractors’ ability to pay workers. 

The main effects of contract termination was discussed in the focus group and it was identified the 

major effects. The findings from focus group discussion all focus group participants agree cost 

overrun to client, black listing of the contractor, braking the relationship among the parties, paid 

performance bond for remaining works, lost profit of contractor and project time overrun. 

From the results obtained from the questionnaire, document review, and FGD, the researcher 

concluded that the major factors that cause and effects contract termination in public building 

construction project  

Causes Price fluctuation, Financial Difficulties Failure to Pay Workers, Delay in progress/failure 

to meet the project schedule, Poor site management, and supervision, Fail to deliver material on 

time by contractor and client, Slow to give response ask by contractor, Political unstable, Late in 

decision making, Improper scheduling and planning of contractor, Site security condition, lack of 

manpower, no qualified key personnel, advanced and performance bond not renewed on time, 

failed to delivery necessary material and machinery, fail to take any correction, luck of 

concentration for project work, late for design modification and material change, fail to do sanitary 

and electrical work which done by micro small enterprises, lack of communication between stack 

holders, the contract type (fixed price). 

Effects: Delay of project completion, Increase in the final cost of the project/ increased costs to 

complete the remainder/, Time overrun, Breaking the relationship among parties/creating dispute/, 

Impact on external parties who expecting service, Variance in the final cost, Loss of future income 

/lost profit/, Reduce profit, Low productivity, Black listing the contractor, Go to court /Claim 

between parties/, Quality of the project affected, the value of the property is diminished, 

4.7 Summary of the Findings 

 The main client-related causes of project contract termination are Failing to deliver 

material on time with an RII value of 0.80, Slow to give response ask by a contractor with 

an RII value of 0.790, Late decision making with an RII value of 0.777, Selection of 

competent contractors and consultants with RII value of 0.761 and Slow to give decision 

with RII value of 0.757. 
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 The main contractor-related causes of project contract termination are Financial 

Difficulties Failure to Pay Workers with a Ran II value of 0.813, delayed progress/failure 

to meet the project schedule Poor site management and supervision with an equal RII value 

of 0.807, Fail to deliver material on time by contractor with RII value of 0.797 and 

Improper scheduling and planning of contractor with RII value of 0.767. 

 The main consultant related causes of project contract termination are Slow in decision 

making & response with RII value of 0.754 , Delay preparation and approval of drawing 

with RII value of 0751, Poor site management and supervision with RII value of 0.738, 

Consultants lack of judgment and experience and Un realistic time duration with Equal RII 

value of 0.725,  

 The main external related causes of project contract termination are Price fluctuation with 

RII value of 0.872, Political unstable with RII value of 0.78, Site security condition with 

RII value of 0.764. 

 From the document review, the causes are Poor work progress, Lack of manpower, Poor 

performance, Failed to deliver the necessary material input,Failed to meet the schedule, 

and No qualified capable assigned key personnel including the project manager, site 

engineers, and general Forman on the site,  Failed to deliver the necessary material input, 

Failed to meet the schedule /the project far behind the schedule /, No pay workers due 

shortage of financial, The schedule has significantly slipped for reasons not justified, Failed 

to take any corrective actions and Not proved valid and extended bank guaranty and 

performance bond. 

 From group discussion construction material supplied by the client not delivery on time, 

lack of concentration for project work by contractors key personal, not on time response 

by a consultant for design modification and material change which not available in the 

market, failure to do electrical and sanitary works which done by MSE (Small and micro 

enterprises), having multiple stakeholders, lack of communication between stakeholders, 

lack of supervision, the contact type (fixed rate contract), late in decision making and lack 

of contractors’ ability to pay workers. 



Adama Science & Technology University (ASTU)  Department of Civil Engineering (CEM) 

 

Causes and Effects of Contract Termination in Public Building Construction Projects: A Case of AAHDC  Page 67 
 

 The main effect of project contract termination after contract termination from the 

Questionnaire are Delay of project completion with an RII value of 0.836, Increase in the 

final cost of the project/ increased costs to complete the remainder/ with an RII value of 

0.823, Time overrun with an RII value 0.816, Breaking the relationship among parties/ 

create dispute/ with RII value 0.787 Impact on external parties who expecting service with 

RII value 0.78, Variance in final cost with RII value 0.77, Loss of future income /lost profit/ 

with RII value 0.761, Reduce profit and Low productivity with equal RII value 0.751, 

Black listing the contractor with RII value 0.748 , Go to court /Claim between parties/ with 

RII value 0.738, Quality of the project affected with RII value 0.718, the value of the 

property is diminished with RII value 0.708  

 The effect of project contract termination after contract termination from document review 

Total collapse of finishing work activity, lagging the project completion time, Additional 

cost to the client, the client demands payment of unpaid bank guaranty and performance 

bond for the rest of the work, not a payment to the contractor due not renew performance 

bond. 

 The effect of project contract termination after contract termination from Group discussion 

cost overrun to the client, the black listing of the contractor, breaking the relationship 

among the parties, paid performance bond for remaining works, lost profit of contractor, 

and project time overrun. 
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From the above finding the researcher developed the following theoretical framework 

Table 4-20: - Theoretical frame work 

 

 

 

Termination factor 

 

What to do to 

 

How to do it 

 

Result 

 

Client 

Fail to delivery 

material on time 

Delivery material 

on time  

Supply the necessary material on time  

Reduced 

early 

project 

contract 

termination 

List all necessary material  

Identify the most necessary  material  

prepare material schedule when need, 

when supplied , when delivered 

Check and balance  materials on hand  

Late or slow in 

decision making 

Give decision on 

time  Make a quick and sound  decision  

financial problem 
Pay payment on 

time  

Pay on time by verifying the executed 

work 

prepare cash flow schedule 

Allocate enough budget  

Selection of 

competent 

contractors and 

consultants 

select competent 

and  Experienced 

contractor and 

consultant  

Chose and use best procurement system 

Evaluate contractor, consultants  

performance periodically and support if 

needed 

  

Contractor  

Price fluctuation 

Delivery material 

the on time price 

escalation pay to 

contractor 

Finish the project 

on time  

Pre-purchase and store resources that are 

expected to increase  

Identify the most necessary  material or 

knowing in advance the resources that are 

considered unavailable  

Prepare and pay price escalation 

payments the client to the contractor on 

time if must/the project finishing quickly/ 

Financial 

Difficulties 

Failure to Pay 

Workers 

pay payments to 

workers on time 

Use the allotted money properly 

Looking for alternative sources of 

funding if the client not pay on time 

Having enough money for the work 

completion  

Delay on Run the project Set an actionable work plan  
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progress/failure to 

meet the project  

schedule 

with schedule  

  

  

  

Review The schedule Weekly,  Monthly 

and evaluate if the schedule lag so far 

,Prepare Crash schedule 

 

Poor site 

management and 

supervision 

Properly manage 

and supervised the 

site  

Adequate attention and monitoring  

 Evaluate well –formed Roots  

manage and control the site properly  

Fail to delivery 

material on time 

supply material on 

time 

use material schedule 

Timely access to materials that are not 

available in the market  

Improper 

scheduling and 

planning of 

contractor 

properly schedule 

and planning 

prepare 

Develop real work schedule 

prepare a good review of the work 

plan(schedule) 

if there is a gap in the work plan 

/schedule/ , make timely adjustment  

Consultant  

Slow in decision 

making & 

response 

Give decision and 

response requested 

by contractor  

Make a quick and sound  decision by 

carefully considering the 

recommendations coming from the 

contractor or client 

Delay preparation 

and approval of 

drawing 

Approve drawing 

and other 

documents on time 

Prepare working  drawing on time and 

approved it   

Poor site 

management and 

supervision 

follow up the site 

very well  

Prepare periodic schedule plane and 

reports on time 

Consultants lack 

of judgment and 

experience 

develop 

experiences, 

Provide continuous training  

 

 

Provide continuous a capacity building 

Un realistic time 

duration 

Prepare realistic 

time duration  
Prepare realistic and persuasive schedule 

prepare the schedule with stockholders 

contractor and client  
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CHAPTER FIVE 

5 CONCLUSIONS AND RECOMMENDATIONS 

5.1 Conclusions 

As discussed in chapter one of this research, the main objective of this research is to assess the 

causes and effects of contract termination on a public construction project, the case of Addis Ababa 

Housing Corporation. The specific objectives of this study are to assess the practice of project 

contract termination, to identify the cause of project contract termination, to assess the effect of 

project contract termination after contract termination, and to develop a conceptual framework to 

minimize project contract termination. With this in mind, the conclusion specifically presents the 

major findings obtained based on the data analyzed. Therefore, the researcher concludes; The 

practice is implemented by AAHDC according to the General and specific conditions contract 

conditions but after termination, some contractors are back to work, The main causes of early 

project contract termination are Price fluctuation, Financial Difficulties Failure to Pay Workers 

Delay in progress/failure to meet the project schedule, It is also observed that contractor-related 

causes came first of the four causes responsible for contract termination and The main negative 

effect of early project contract termination are Delay of project completion, Increase in the final 

cost of the project/ increased costs to complete the remainder/ and Time overrun. 

5.2 Recommendations 

As a result of the study's findings and conclusions, the following recommendations have been 

made: 

5.3.1 Recommendations for Client  

 Most construction contract issues can be resolved and every effort should be made to do so 

through negotiations and, if necessary, compromise before termination. Finding a resolution 

can help parties avoid the risks of additional delays and costs in the aftermath of termination, 

 Some contractors are back to work after the contract termination but before termination, the 

client should evaluate the reason or the termination should be preserved. 

 When a termination is required, the owner should take some practical steps before issuing 
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the termination notice. 

 First, if the project is covered by a performance bond, notice should be given to the surety 

in order to use the surety as another avenue of approach to persuade the contractor to 

rectify the default. A surety may take over the project, reimburse the owner for any 

liability, find a substitute contractor, or deny the claim. The owner should thoroughly 

analyze the performance bond terms to ensure that all conditions previous to claiming 

performance bond coverage have been met. 

 Second, before issuing a termination notice, the owner should consider hiring a certified 

construction expert to analyze the project's state and memorialize the project's current 

condition for litigation purposes. A skilled construction expert can advise the owner on 

the likely completion cost as well as the chance that the contractor will be able to expedite 

or otherwise remedy the default. The professional can also provide valuable support in 

ensuring the project's completion. 

 Third, if and when construction contracts are terminated, it should be quickly re-awarded 

to ensure that the potential beneficiaries are not denied the benefit to be derived from such 

projects. This will also reduce the risk of abandoning such projects in the long run and 

still maintain the quality of the project. 

5.3.2 Recommendations For contractor 

 To reduce that effect by Price fluctuation Pre-purchase and store resources that are 

expected to increase, Identify the most necessary material, or know in advance the 

resources that are considered unavailable, the project finish quickly.. 

 Delivery the necessary construction material  and equipment supplied by contractor on 

time 

 Hire sufficient key personnel such as a Project manager, site engineer, office engineer, 

general Forman, and need to give enough  attention to the project  

 For the delay of the project, justification shall be announced or asked to approve the  

consultant/client/Work schedule submitted on time and Execute /work/ the project as 

schedule 
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5.3.3 Recommendations For consultant 

 The consultants shall supervise the projects Continuously and uniformly and take 

remedial measurements immediately 

 All necessary documents like drawings, and material specification, give to the contractor 

on time 

 The Payments requested by the contractors  shall be approved on time  

 Give response  ask by contractors 

 Full fill design and contract modification 

 The Consulting  staff should have the skill and experience 

 

5.3.4 Recommendations For other researchers  

 The research focuses only on Addis Ababa housing corporation building construction 

projects, I recommend for next researchers to asses all public works like: roads, 

Infrastructures, schools.  
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Appendix A - Questionnaire 

 

Adama Science and Technology University 

School of Civil Engineering and Architecture 

Department of Civil Engineering (Specialized in Construction Engineering and Management) 

Questionnaire Survey for Causes and Effects of Contract Termination in Public Building 

Construction Projects: A Case of Addis Ababa Housing Development Corporation, In Ethiopia 

Dear/Sir; 

The purpose of this questionnaire is to collect data for the research study entitled “Causes and 

Effects of Contract Termination in Public Building Construction Projects: A Case of Addis 

Ababa Housing Development Corporation, Ethiopia” as a fulfillment of the requirement for 

the Degree of Master of Science in department of Civil Engineering Specialized by Construction 

Engineering and Management. Thus, your genuine, professional opinion and timely responses are 

vital to determine the success of this study. Please note that the information you provide will only 

be used for academic purpose and all the information relieved will be kept confidential. To this 

end, you are kindly requested to contribute your own share by filling in the questionnaires honestly 

and responsibly for further recommendations to improve similar works in the future. Thank you in 

advance for your cooperation! 

If you need further explanation, you can contact me through the address indicated below:  

Brhane Berihu Kidanu,    

Mobile Number: +2519-30-013442 or +2519-14-027191 

Email: Brhane.berihu45@gmail.com 

General Instruction: 

 No need of writing your name/address. 

 To those questions with alternatives mark your response on the space provided by putting “

” 

 For any additional option or explanation you are kindly requested to write briefly on the space 

provided. 

 

mailto:Brhane.berihu45@gmail.com
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Part one: General Information of respondents  

1) Classification of your organization  Client  Contractor  Consultant if other___________ 

 2) Educational Back Ground     Diploma      Degree/BSc    MA/MSC  PhD      other      

3) Current position/responsibility in your institution    General manager    project Manager 

  Office Engineer   Site Engineer   Supervisor Contract administration   

Other    ________________ 

5) Years of experience in the construction industry 

 < 1 year 1 - 2 years      3 -5 years     6 - 8 years    9 – 10 years    12 – 15 Years  

  > 16 years     

6) Years of experience in the construction in site  

     < 1 year    1 - 2 years           3 -5 years       6 - 8                  
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Part Two 

What your opinion about main causes of early termination of construction project in Addis Ababa 

housing development Corporation listed below? (Only one tick is allowed for each row) 

Strongly agree = 5   Agree = 4   Undecided =3 Disagree =2 strongly disagree =1 

Factors causing early /un timely/ termination in construction projects owner (Client) related  

No. Cause of termination in projects  Strongly 

agree 

Agree  Undecided Disagree  Strongly 

disagree 

1 Failure to pay approved payment      

2 Employer bankrupt or insolvent      

3 Employer obligation       

4 Selection of competent 

contractors and consultants 

     

5 Failure in delivering the site to the 

contractor 

     

6 Fail to delivery material on time      

7 Failure to delivering site to the 

contractor 

     

8 Late in decision making       

9 Slow  to give  response ask by 

contractor 

     

10 Owners financial problem       

If any others 
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Part Three  

Factors causing early /Un timely/ termination in construction projects contractor related  

Strongly agree = 5   Agree = 4   Undecided  =3  Disagree  =2  strongly disagree =1 

No. Cause of termination in projects  Strongly 

agree 

Agree  Undecided Disagree  Strongly 

disagree 

1 Failure to comply his obligation  

/delivery/ performance security to client 

     

2 Becomes  bankrupt or insolvent      

3 Delay on progress/failure to meet the 

project  schedule   

     

4 Failing to use material /standard of work 

man ship required by contractor  

     

5 Fail to correct their failure after giving 

notice to correct by engineer   

     

6 Fail to delivery material on time by 

contractor 

     

7 Financial Difficulties Failure to Pay 

Workers 

     

8 Improper scheduling and planning of 

contractor  

     

9 Poor site management and supervision      

10 Poor sub-contractor performance      

 

If any others 
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Part Four 

Factors causing early /Un timely/ termination in construction projects consultant related  

Strongly agree = 5   Agree = 4   Undecided =3 Disagree =2 strongly disagree =1 

No. Cause of termination in projects  Strongly 

agree 

Agree  Undecided Disagree  Strongly 

disagree 

1 Consultants lack of judgment and 

experience 

     

2 Poor site supervision and contract 

management 

     

3 Delay preparation and approval of 

drawing 

     

4 Late on contract modification      

5 Un realistic time duration      

6 Slow in decision making 

&response 

     

7 Delay approval of material      

8 Errors in design       

9 Inadequate working drawing 

detail 

     

10 Engaged in corrupt, fraudulent      

 

If any others 
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Part Five  

Factors causing early /Un timely/ termination in construction projects External factor related  

Strongly agree = 5   Agree = 4   Undecided =3 Disagree =2 strongly disagree =1 

No. Cause of termination in projects  Strongly 

agree 

Agree  Undecided Disagree  Strongly 

disagree 

1 Weather condition      

2 Price fluctuation      

3 Unforeseen site condition      

4 Site security condition      

5 Change in government regulation      

6 Political unstable      

 

If any others 
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Part Six 

Effect of early /Un timely/ termination in construction projects  

Strongly agree = 5   Agree = 4   Undecided =3 Disagree =2 strongly disagree =1 

No. Effect  of termination in projects  Strongly 

agree 

Agree  Undecided Disagree  Strongly 

disagree 

1 Increase in final cost of the project/ 

increased costs to complete the 

remainder/ 

     

2 Reduce profit       

3 Time overrun      

4 Low productivity      

5 Variance in final cost      

6 Quality of the project affected      

7 Delay of project completion       

8 the value of the property is diminished      

9 breaking the relationship among 

parties/ create dispute/ 

     

10 Black listing the contractor      

11 Loss of future income /lost profit/      

12 Go to court / Claim between parties/      

13 Impact on external parties who 

expecting service 

     

 

If any others 

 

       

       

       

       

       

 

Thanks You for Your Participation 
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Appendix B –Focus group discussion  

 
Adama Science and Technology University 

School of Civil Engineering and Architecture 

Department of Civil Engineering (Specialized in Construction Engineering and Management) 

Questionnaire Survey for Causes and Effects Contract Termination in Public Building Construction 

Projects: A Case of Addis Ababa Housing Development Corporation, Ethiopia 

Group discussion 

Group discussion date: _________________ 

Introduction: Good morning / good after noon my name is Brhane Berihu,  

The purpose of this group desiccation for the research study entitled “Causes and Effects of 

Contract Termination in Public Building Construction Projects: A Case of Addis Ababa 

Housing Development Corporation, Ethiopia” as a fulfillment of the requirement for the Degree 

of Master of Science in department of Civil Engineering Specialized by Construction Engineering 

and Management. 

1. Early project termination occurs in AAHDC construction project site?  

2. Who usually terminates the contract? 

3. Are the necessary procedures followed when the contract is terminated?   

4. Who is the responsible for early contract termination from stack holders client, contractor and 

consultant? 

5. Early contractor termination advantages and dis advantages according to client, contractor? 

6. What are the main causes of early contract termination 

7. What are the main effects of contract termination 

8. What /which mechanism /way use to minimize early contract project termination? 

Thanks You for Your Participation and your time  
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Appendix C – Letters 
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