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Professional Certificate in Engineering Contract Management

Construction Claims and Variations

Construction Claims and Variations

Construction claims and variations are crucial aspects of engineering contract management. Understanding
these terms is essential for effectively managing construction projects and ensuring successful project
delivery. Let's delve into the key terms and vocabulary related to construction claims and variations in the
context of the Professional Certificate in Engineering Contract Management.

Construction Claims

A construction claim is a formal request made by one party to a construction contract for compensation
due to a change or disruption in the project that impacts cost, time, or quality. Claims can arise due to
various reasons, such as design changes, delays, disruptions, unforeseen conditions, or contractual disputes.
It is vital for project managers to handle claims efficiently to avoid project delays, cost overruns, and
disputes. Understanding the types of construction claims is crucial for effective claim management.

Types of Construction Claims:

1. Change Order Claims: These claims arise when there are changes to the original scope of work, resulting
in additional costs or time extensions.

2. Delay Claims: Delay claims occur when the project is delayed due to factors beyond the contractor's
control, such as adverse weather conditions, labor strikes, or design errors.

3. Disruption Claims: Disruption claims involve situations where the contractor's progress is impeded,
leading to increased costs or delays.

4. Acceleration Claims: Acceleration claims occur when the contractor is required to expedite work to meet
project deadlines, resulting in additional costs.

5. Productivity Claims: Productivity claims relate to losses in labor efficiency due to factors like overcrowded
worksites, inadequate resources, or poor management practices.

Effective management of construction claims requires thorough documentation, analysis, and negotiation
skills. Project managers must be well-versed in contract terms, project schedules, and legal requirements to
address claims promptly and efficiently.

Variations

Variations, also known as change orders or modifications, refer to any changes made to the original scope
of work outlined in the construction contract. Variations can involve alterations to design, specifications,
quantities, or methods of construction. Managing variations is essential to ensure that project changes are
documented, approved, and implemented effectively to avoid disputes and delays.

Key Concepts Related to Variations:
1. Variation Order: A variation order is a formal document issued to authorize changes to the original scope
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of work. It outlines the revised requirements, costs, and schedule impacts of the variation.

2. Variations Log: A variations log is a record that documents all variations issued throughout the project,
including details such as the date, description, cost implications, and approval status of each variation.

3. Valuation of Variations: Valuing variations involves assessing the cost impact of changes to the project
scope, including materials, labor, equipment, and overhead expenses. Accurate valuation is critical to ensure
fair compensation for both parties.

4. Variation Clause: A variation clause is a contractual provision that governs the process for issuing and
managing variations. It outlines the procedures, responsibilities, and dispute resolution mechanisms related
to variations.

5. Variation Order Request: A variation order request is a formal submission made by the contractor to
propose changes to the project scope. It must include detailed information on the nature, extent, and cost
implications of the variation.

Managing variations effectively requires proactive communication, collaboration, and documentation.
Project managers must ensure that variations are properly documented, approved, and integrated into the
project plan to maintain project schedule and budget compliance.

Claims and Variations Management Challenges

Managing construction claims and variations poses several challenges that project managers must address
to ensure project success. Understanding these challenges is essential for developing strategies to mitigate
risks and resolve disputes effectively.

Challenges in Claims Management:

1. Lack of Documentation: Inadequate documentation of project changes, delays, and disruptions can
hinder the resolution of claims and lead to disputes between parties.

2. Delayed Notification: Failure to notify the other party promptly of potential claims or variations can result
in missed opportunities for early resolution and escalate conflicts.

3. Complex Contractual Provisions: Contracts with ambiguous or conflicting terms related to claims and
variations can complicate dispute resolution and delay project progress.

4. Inaccurate Valuation: Incorrect valuation of claims or variations can result in unfair compensation,
financial losses, and disputes between the parties involved.

5. Legal Complexity: Dealing with legal aspects of construction claims, such as contract interpretation,
arbitration, and litigation, requires specialized knowledge and legal expertise.

Challenges in Variations Management:

1. Scope Creep: Uncontrolled changes to the project scope can lead to scope creep, resulting in increased
costs, delays, and quality issues.

2. Approval Delays: Delays in obtaining approval for variations can disrupt project schedules, impact
resource allocation, and lead to cost overruns.

3. Cost Control: Managing costs associated with variations requires accurate estimation, tracking, and
control to prevent budget overruns and financial risks.

4. Communication Breakdown: Poor communication between project stakeholders regarding variations can
lead to misunderstandings, conflicts, and project disruptions.
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5. Contract Compliance: Ensuring compliance with contractual requirements related to variations, such as
approval procedures and cost documentation, is essential to avoid disputes and legal issues.

Overcoming these challenges requires proactive risk management, effective communication, and
collaborative problem-solving. Project managers must adopt a systematic approach to claims and variations
management, focusing on documentation, analysis, negotiation, and conflict resolution to achieve project
success.

Conclusion

Construction claims and variations are integral components of engineering contract management that
require careful attention and proactive management. Understanding the key terms, concepts, and
challenges related to claims and variations is essential for project managers to navigate complex
construction projects successfully. By developing expertise in claims and variations management, project
managers can mitigate risks, resolve disputes, and ensure the timely and cost-effective delivery of
construction projects.
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