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Abstract: Small- and medium-sized enterprises (SMEs) are at the core of the Malaysian construction industry. They account for more than 90% of companies that accept construction work. Because the SMEs are the majority, their characteristics significantly affect the current practices in the industry. This paper sought to understand the key characteristics of Malaysian construction SMEs that operate in rural areas. The study was based on multiple case studies in five construction SMEs that operated in four different states in Malaysia. The case studies identified seven key characteristics of Malaysian rural construction SMEs: (1) motivation for survival, (2) no policy for the implementation of new technologies and training, (3) no preference on the types of construction work accepted, (4) dominated by a single owner; (5) small number of employees, (6) being affected by political scenarios and (7) different business approaches between Bumiputera and non-Bumiputera companies. This study provides the government agencies and the Construction Industry Development Board an indication of how they can assist SMEs improve their productivity and further improve the construction industry’s performance by addressing the special characteristics of the SMEs. The study may also serve as a basis to understand SMEs in other countries because different cultures, traditions and problems that SMEs encountered are viewed differently in different countries.
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INTRODUCTION

Small- and medium-sized enterprises (SMEs) are one of the most important forces for economic development. Around the world, SMEs are acknowledged as the vital factor to stimulate innovation, economic growth, job opportunities and poverty reduction and support large-scale enterprises. SMEs account for approximately 90% of businesses and more than 50% of employment worldwide. In developing countries, SMEs account for 45% of formal employment (International Finance Corporation, 2012; Bauchet and Morduch, 2013).

In the Malaysian construction industry, more than 90% of registered construction companies are SMEs (Construction Industry Development Board [CIDB], 2011). They play an important role as general contractors on small- and medium-sized projects and as sub-contractors to large construction companies. It is government policy for the SMEs to be more productive, efficient and able to deliver higher-quality products. The government also aims for the Malaysian construction industry to be a world-class innovative and knowledgeable global solution provider (CIDB, 2006). To achieve this aim, the government with its CIDB has recognised the necessity to merchandise the industry, introduce new construction techniques and technologies and create less dependency on labour to improve the quality, productivity and performance of the industry.

Despite the government’s and CIDB’s efforts to improve the industry, there is little evidence of success, and the industry continues suffering from many problems. CIDB records show that between 2004 and 2009, a total of 225 overseas projects valued over RM 62.5 billion, mainly in the Middle East, India and the ASEAN regions, were awarded to the large Malaysian contractors. The CIDB revealed in 2009 that only 1,304 (2.2%) of the total of 58,995 SME construction companies managed to secure projects as a main contractor. In September 2011, 25,812 (41%) construction companies in Malaysia were operating in rural areas; 93% of them are SMEs (CIDB, 2011). Malaysia has experienced a two-tier construction industry. Most large construction companies are concentrating in urban areas and penetrating the overseas market. Most SMEs that operate in rural areas are still operating in a traditional method using an inefficient, slow, and labour-intensive work system (Kamal and Flanagan, 2012).

Many studies investigated the Malaysian construction industry from the perspective of rural construction SMEs. Most studies that reported on the Malaysian construction industry addressed the industry as a whole without considering the special characteristics of SMEs (Chan, 2001; Nima et al., 2001; Abdullah et al., 2004; CIDB, 2006; CIDB, 2008; Omar, Takim and Nawawi, 2008; CIDB, 2010; Ibrahim et al., 2010). There are significant differences between large companies and SMEs. This paper presents part of the findings of the study that investigated the implementation of new technology among Malaysian construction SMEs in rural areas. This paper aims to understand the key characteristics of rural Malaysian-construction SMEs. The first section of this paper discusses the theoretical background of SMEs, including the definition and characteristics of SMEs. The second section presents the findings and discusses the key characteristics of rural construction SMEs. The last section draws conclusions from the study.

THEORETICAL BACKGROUND

This section presents the theoretical background of the paper. The discussion begins with a definition of SMEs as used in various countries, followed by a literature review on the key characteristics of SMEs.

Definition of SME

The literature review shows that there is no standard definition of SME. They are defined in several manners, but the most commonly used criteria include the annual sales turnover, number of employees, and/or the amount of investment (Bauchet and Morduch, 2013). For example, the European Commision (2003) defined micro-, small- and medium-sized enterprises (SMEs) in European Union countries as an enterprise that employs fewer than 250 people and has an annual sales turnover not exceeding 50 million Euros, and/or an annual balance sheet total not exceeding 43 million Euros. In Taiwan, the Small and Medium Enterprise Administration Ministry of Economic Affairs (2009) define their SMEs in the construction industry as an enterprise with a paid in capital of NT$ 80 million (USD 2.42 million) or less, or with the number of full-time employees fewer than 200 people.

The interpretation and definitions of SMEs in Malaysia also vary. Some agencies define SMEs based on their criteria using the annual sales turnover, number of full-time employees or shareholders’ funds. In June 2005, the National SME Development Council approved a common definition for SMEs across economic sectors for adoption by all government ministries and agencies involved in SME development and financial institutions. The National SME Development Council definition is based on two criteria: number of employees and annual sales turnover. An enterprise is categorised as an SME if it satisfies either the specified number of employees or the annual-sales-turnover definition.

The definitions apply to three main sectors: primary agriculture, manufacturing (including agro-based and manufacturing-related services); and the services sector. Table 1 shows the definition.

Table 1. SME Definitions Based on the Number of Employees and Annual Sales Turnover



	Sector
	Primary Agriculture
	Manufacturing
	Services (Including Construction Sector)



	Size



	Micro
	Less than five employees or annual sales turnover less than RM 200,000
	Less than five employees or annual sales turnover less than RM 250,000
	Less than five employees or annual sales turnover less than RM 200,000



	Small
	Between five and 19 employees or annual sales turnover between RM 200,000 and less than RM 1 million
	Between five and 50 employees or annual sales turnover between RM 250,000 and less than RM 10 million
	Between five and 19 employees or annual sales turnover between RM 200,000 and less than RM 1 million



	Medium
	Between 20 and 50 employees or annual sales turnover between RM 1 million and RM 5 million
	Between 51 and 150 employees or annual sales turnover between RM 10 million and RM 25 million
	Between 20 and 50 employees or annual sales turnover between RM 1 million and RM 5 million




The construction sector in Malaysia belongs to the third category: the services sector. However, the definition of a construction SME by the National SME Development Council does not match the categorisation of contractor companies by the CIDB. The CIDB categorises the contractors that register with them using grades from G1 to G7 based on the contractor’s tendering capacity and their paid-up capital. The CIDB recommends that the definition for a construction SME should be in a different category from the services sector and based on the paid-up capital or tendering capacity. They defined a construction SME as an enterprise with paid-up capital not exceeding RM 250,000 or a tendering capacity not exceeding RM 5 million. CIDB also proposed a specific definition for a small construction enterprise, i.e., an enterprise with paid-up capital of RM 5,000–RM 50,000 or a tendering capacity of RM 200,000–RM 1 million. A medium construction enterprise is an enterprise with paid-up capital of RM 50,000–RM 250,000 or a tendering capacity of RM 1 million–RM 5 million.

The justifications by the CIDB for construction SMEs to have a different definition from SMEs in the services sector are as follows:


	Contractors that are registered with CIDB are awarded grades of registration from G1 to G7. These grades reflect the tendering capacity of the construction company and its capacity to accept a range of construction projects of different values. They cannot accept contracts that exceed the value for which the company is registered.

	A construction company is structured based on their grades of registration, which reflects their financial capabilities, tendering capacity and size of the company. When the company expands and increases their financial capabilities, a contractor can apply to upgrade to a higher registration grade and increase their tendering capacity. Table 2 shows the grades of registration of the contractors, as set by the CIDB.


Table 2. Grades of Registration of Contractors by the CIDB



	Contractor Grades of Registration
	Tendering Capacity
	
Paid-Up Capital

	Size of Company



	
G7

	No limit
	
RM 750,000 (USD 247,500)

	
Large construction company




	
G6

	Not exceeding RM10 million (USD 3.3 million)
	
RM 500,000 (USD 165,000)




	
G5

	Not exceeding RM 5 million (USD 1.65 million)
	
RM 250,000 (USD 82,500)

	
Medium size construction company




	
G4

	Not exceeding RM 3 million (USD 990,000)
	
RM 150,000 (USD 49,500)




	
G3

	
Not exceeding RM 1 million (USD 330,000)

	
RM 50,000 (USD 16,500)

	
 

Small size construction company




	
G2

	Not exceeding RM500,000 (USD 165,000)
	
RM 25,000 (USD 8,250)




	
G1

	Not exceeding RM200,000 (USD 66,000)
	
RM 5,000 (USD 1,650)





Based on the CIDB’s definition of construction SMEs, G1 to G3 contractors fall under the small-size category. G4 and G5 contractors are categorised as medium-sized contractors, and G6 and G7 contractors are categorised as large. However, these CIDB-recommended definitions remain at the proposal stage and have not been endorsed by the National SME Development Council.

For the purposes of this study, the selection and classification of SMEs contractors are based on their CIDB categorisation because all contractors in Malaysia must register with them. All contractors use the registration grades given by the CIDB to tender for projects. The CIDB also has a complete record of all contractors in every state in Malaysia according to their registration grade, which is accessible by researchers to perform data collection.

Key Characteristics of SMEs

Nooteboom (1994) stated that the general characteristics of SMEs among different countries can be observed based on their source of capital, where most SMEs derived their capital from either a bank or private sources of the entrepreneur or friends and family. Most SMEs feel comfortable to obtain the start-up capital for business from internal funds, i.e., family and friends, because of emotional reasons (love, friendship, loyalty) and because they do not require strict repayment of debts as banks would, which exploits the maximum profit opportunities (Nooteboom, 1994; Degryse, Goeij and Kappert, 2012). Small companies orients more towards personal values (Nooteboom, 1994). Many small firms do not have a goal to innovate or grow. For example, Degryse, Goeij and Kappert (2012) found that many Dutch SMEs prefer to use their profit to reduce their debt rather than investing it on innovations or expanding their business. They prefer maintaining a traditional lifestyle and work for their own interests and their family’s interest (Nooteboom, 1994). This situation is reflected by Lu, Sexton and Abbot (2008), who found that most small businesses in Britain are family-owned businesses. Small companies are also described as having unstructured procedures with an emphasis on oral communication instead of written documentation and a wide scope for improvisation and spontaneity (Nooteboom, 1994).

Sexton and Barret’s (2003) view of the challenges and characteristics of small construction organisations are similar to the findings of Rothwell and Zegveld (1982), where they identified small manufacturing organisations with four unique challenges and characteristics:


	Lack of technical staff, which restrict their ability to accept appropriate R&D.

	Lack of resources for external interaction that results in limited information and awareness about new technical trends and opportunities.

	Lack of management expertise because most are dominated by the single owner or a small team.

	Lack of financial resources, which results in a limited scope for new capital or ongoing investment for new technologies.


The findings by Rothwell and Zegveld (1982) also reflect the Malaysian construction industry. According to the CIDB (2006), R&D investment in the Malaysian construction industry ranges from negligible to non-existent. The reason is partly the difficulty of patenting new ideas in construction and partly the manner that construction businesses are organised with multiple sub-contracting layers and notably few direct employees. For most construction SMEs, cost and affordability are critical. With the minimum number of staff and expertise, they usually cannot afford to have their own R&D team in the specific field to generate their own background knowledge and act on product development and new technologies.

Sexton and Barret (2003) identified that the motivations of small construction organisations influenced their characteristics. They found that the main motivation for construction SMEs is survival, followed by stability and development. Because of the niche market in which they operate and their limited resources, most small construction organisations only concentrate on projects. Their main focus is project delivery instead of the corporate development of the business. According to Sexton and Barret (2003), only after the organisations have confidently achieved the survival stage, they are motivated to look towards consolidating and stabilising their position over the medium term. The stability stage will further provide motivation for development and growth.

Smallbone, North and Leigh (1993) describes that a clear difference between urban SMEs and those in rural areas is their market opportunities. Rural SMEs are described as having fewer market opportunities than urban companies. Rural SMEs are also characterised by a lack of access to formal and informal networks and information, and they suffer problems because of the distance from customers and suppliers, which also causes difficulties in labour recruitment. The findings by Smallbone, North and Leigh (1993) were supported by Mills, Smith and Love (2012), where they found a significant difference in the characteristics of construction SMEs working in regional and metropolitan areas in Australia. SMEs in regional areas of Australia are characterised by the following: a small number of employees; financial, labour and staff development difficulties; limited market opportunities; and high transportation costs to the site (Mills, Smith and Love, 2012). They suggested that initiatives by the government were required to address the characteristics of SMEs in the regional area to raise their performance and capabilities.

This literature review identified the significant characteristics of SMEs. There are similarities between the characteristics, such as the motivation only for survival, unstructured procedures/policy, a lack of resources and a limited number of employees. These characteristics significantly affect their business approach and their decision on the use of new technologies. However, there are notably limited studies on the characteristics of SMEs in rural areas from the perspective of developing countries. This paper addresses the issue.

RESEARCH METHODS

This paper is based on the results of the case studies of five construction SMEs in four different states, which represent different areas in Malaysia: two in Sarawak (on the island of Borneo) and one from each of Kelantan (on the east coast), one in Kedah and one in Perlis (on the north). A case study method was used for this study because it allows the researcher to understand and capture the heterogeneous characteristics of construction SMEs in more details. The use of case studies also provides flexibility to the researcher to explore different situations using various research strategies. Although there are 24,173 SME construction companies in the rural areas in Malaysia, the decision on the number of cases is not statistically based. Yin (2003) suggested that the decision on the number of cases depended on the researcher’s view of how well a decision would deliver significant/replicate findings. Eisenhardt (1989) proposed four to 10 cases because this number was usually sufficient to build theories using case studies. For this study, the cases (construction SMEs) were selected based on the location where they operate, their grade of registration with the CIDB, the type of construction work accepted, and their willingness to participate in the study.

No contractor was from the G1 and G2 categories because the work accepted was too small and not applicable for the purpose of this study. Three of the companies are Bumiputera companies, and two are non-Bumiputera companies. A Bumiputera company must have the majority of shares (at least 51%) owned by the Malays, and the majority (at least 51%) of the workforce in the company are Malays. A non-Bumiputera company is a company owned by another ethnic group besides Malays. For the conducted case studies, non-Bumiputera companies involved Chinese companies. Table 3 summarises the information of the participating companies.

Table 3. Information of the Participating SME Construction Companies

[image: art]

Each case study lasted seven to 10 days and used a combination of semi-structured interviews, observations on the work routine and company documentation. Semi-structured interviews were conducted with the company’s owner and director on the company policies and their efforts and approach towards new-technology implementation. The data analysis for this study combined three analysis activities (data reduction, data display, and conclusion drawing/verification) that were suggested by Miles and Huberman (1994) in two stages. The early analysis stage involved transcribing and simplifying the audio-recorded data and field notes. At the end of each case study, a copy of the transcription was sent to the respondent for validation. The second analysis stage involved a more formal analysis after all case studies were conducted. The qualitative data were analysed using a directed content analysis. Hsieh and Shannon (2007) described that the goal of a directed approach to content analysis is to conceptually validate a theoretical framework or theory. The existing theory or prior research is used to identify the key concepts or categories of the collected data. For this paper, the existing literature is used to identify the key characteristics of construction SMEs and categorise them. The analysis of the data/findings was presented and discussed according to each category.

FINDINGS

Based on the conducted case studies, seven key characteristics of rural construction SMEs were identified: (1) motivation for survival, (2) no policy for the implementation of new technology and training, (3) no preference on the type of construction work accepted (no specialisation), (4) dominated by a single owner, (5) small number of employees, (6) being affected by the political scenario and (7) different business approaches between Bumiputera and non-Bumiputera (Chinese) companies. Three of the characteristics (motivation for survival, dominated by a single owner, and small number of employees) were similar to the findings from prior research in the literature review. The four other characteristics (no policy for the implementation of new technology and training, no preference on the type of construction work accepted [no specialisation], being affected by political scenario, and different business approaches between Bumiputera and non-Bumiputera [Chinese] companies) were distinctive to Malaysian rural construction SMEs.

Motivation for Survival

The main characteristic of the rural construction SMEs are observed through their motivation in business. All five companies have a similar business objective: survival, which is a function of the scarcity of work, low barriers to enter the market and constant struggle for survival with limited resources. Their main priority is to successfully complete their current project, make a profit and seek the next project to survive. The case study findings reflect the results of Nooteboom (1994) and Sexton and Barret (2003), where survival was the main motivation for small construction firms; they do not have ambitions to innovate and grow. Construction companies that have been in the industry for a long time, such as contractor B with over 20 years of experience and a good reputation with clients, managed to achieve a stable position. The case studies found that the motivation to develop and grow had the lowest priority for rural construction SMEs.

No Policy for the Implementation of New Technology and Training

Because survival is the main objective/motivation, the interviewed companies do not have a policy towards the use of new technology or training the workforce on site. The directors and owners of the companies acknowledged that they have attempted to implement new technology and that they have an open policy to ideas of using new technologies; however, there was no tangible evidence of this attempt and this policy. The contractors raised the issue of choices and alternatives to the technology. Even if it can be proved that the adoption of new technology would improve the productivity and quality of work, the main concern for rural construction SMEs is cost. Labour costs much less than machinery. They only invest in small, low-cost equipment for general work. The contractors also raised the issue of no demand or requirement from the client or authorities to use technology and mentioned that they were only involved in small projects, for which the conventional method of construction using cheap labour is sufficient according to the requirement of their clients and the involved authorities. The case studies found that there was no standardisation of the enforcement regarding construction work on site. There is no government policy that encourages the use of technology on site.

Learning-by-doing is a common practice on site. The project manager, site engineer and site supervisor act on behalf of the contractors to supervise the work at the site. They give instruction and briefly guide the workers if they do not understand or do not know how to perform the work. The SMEs aim to reduce their costs and minimise their risks, particularly with the use of new technology. This characteristic of SMEs is influenced by current practices in the industry, which has no pushing factor for technology use and increase in training. Therefore, the contractors prefer to choose the cheapest and most convenient alternative to technology.


No Preference on the Types of Construction Work Accepted (No Specialisation)

Because of the strong need to survive, the companies have no specific policy or preference on tendering and accepting projects. With the large number of contractors and limited project opportunities in rural areas, competition to secure the project is notably strong. Contractors are almost exclusively selected based on the lowest price instead of the best technical solution. Tight cost control is paramount. All participating contractors in the case studies do not specialise and are willing to accept any type of project. All of them had experience of being a main contractor and sub-contractors. For example, when the case study was conducted, the project of contractor A involved the construction of four-storey office building; their next project was piping work for a water treatment plant. Similarly, contractor E was involved in building projects and a water irrigation upgrade project.

Dominated By a Single Owner

The results showed that the owner of the company had a hands-on approach to the operations of the company. They are involved in tendering, planning, scheduling, resourcing, purchasing and managing. For some companies such as contractors A and B, they have two directors that have contributed a percentage of the equity towards the company’s capital. These directors are close friends and relatives that have known the company’s owner for a period of time and trust the owner to take full charge of the company’s operations. The owner is involved in every decision-making aspect. The findings replicate the results of Nooteboom (1994), Sexton and Barret (2003), Lu, Sexton and Abbot (2008) and Hutchinson and Quinn (2012), who found that owners of small firms have a dominant role in the decision-making process, which reflects the personality of the company owner. This characteristic is suspected to be a constraint on the use of new technology of SMEs because the owner is driven by the low-cost requirement and has no long-term strategies.

Small Number of Employees

The SMEs have a small number of employees: eight to 24 full-time permanent employees including both administrative staff in the office and technical staff on site. Most companies have one to two staff for administrative/clerical work and two to three people who work on accounts and purchasing. A small number of the technical staff work as project managers, site supervisors and site engineers. The SMEs do not directly employ their own site labour; instead, they rely on the extensive use of sub-contractors, and most labourers are unskilled. According to the contractors, it is not economical for them to have their own labour because of the limited number and locations of projects, there is no guarantee of continued work, and the new project may be in a different area.

This characteristic of SMEs is influenced by the wide availability and low wages of foreign labour in the industry; therefore, the contractors have little incentive to adopt and implement more productive, better-quality and safer technologies. This characteristic of SMEs also causes the Malaysian construction industry to be highly fragmented with a clear separation among the contractors, sub-contractors and workforce on site.

Being Affected By Political Scenarios

The case studies found that the political scenario affected the SMEs, particularly for companies in the state ruled by the opposing political party. This situation is encountered by the construction SMEs in Kelantan, as previously happened in Terengganu. According to Abdul Aziz (2003), a hostile climate to business developed in Terengganu when the opposition party, PAS (Islamic Party of Malaysia), took control of the state during the 1999 elections. Abdul Aziz (2003) revealed that during that time, the federal funds for physical and social development in Terengganu were severely curtailed, and the petroleum royalty, which involved 5% of the nationalised oil company’s share that the state was provided from the federal government since 1978, was frozen. The findings of Abdul Aziz (2003) reflect the situation that continues happening to construction SMEs in Kelantan, where the political influence has a significant effect. For these SMEs, their best chance of survival and continuing in business is based on having good networks and connections with the UMNO/Barisan National Party. It is difficult for the construction SMEs to escape from the situation because they are small and do not have sufficient resources to accept construction projects in other states.

Different Business Approaches between Bumiputera and Non-Bumiputera Companies

The case studies found that the Bumiputera (Malay) construction SMEs and non-Bumiputera (Chinese) construction SMEs in rural areas had different business approaches. All Bumiputera SMEs depend on government projects and never tender for private projects. They suggested that it was notably difficult for the small Bumiputera contractors to bid for a private project because the competition with Chinese contractors is notably strong. The Chinese construction companies that operate in the rural areas are only involved in private projects because they must have Bumiputera status and be registered with the Contractor Service Centre (PKK) to tender for government projects. The Chinese companies were also more commercially aware than the Bumiputera companies in their efforts to acquire new information and knowledge to improve their productivity. However, the working attitudes of Bumiputera and Chinese companies share similarities: both types are equally hardworking and have the same mission to survive and remain in business for as long as possible.

DISCUSSIONS

Based on the conducted case studies, all five SMEs acknowledged that they attempted to implement new technology in construction, and their company policy is open to the idea of using new technology. The main objectives of the company implementation of new technology are to increase productivity on site, decrease the construction time, improve the quality and, most importantly, minimise the overall cost of construction. However, the case studies revealed that the key characteristics of rural construction SMEs strongly affected their business decisions and operation methods and became a constraint for them when they attempt to improve their performance and productivity. Because survival is their main objective and motivation, rural construction SMEs find it difficult to plan for the future, particularly by investing in new technologies to improve their productivity.

The case studies also revealed that cost is their main concern. Because of this issue, SMEs only have a minimum number of staff, are dominated by a single owner and have no policy on the use of technology on construction sites. These characteristics of SMEs affect their performance and productivity because most SMEs continue relying on low wages, low skills and low overhead approaches. All governmental efforts (CIDB) must address these issues to improve the SMEs and further improve the industry.

CONCLUSIONS

These case studies demonstrated an understanding of the characteristics of Malaysian rural construction SMEs. Seven key characteristics were identified: motivation for survival, no policy for the implementation of new technology and training, no preference on the type of construction work accepted (no specialisation), dominated by a single owner, small number of employees, being affected by the political scenario and different business approaches between Bumiputera and Chinese companies. These characteristics of SMEs affect the industry and the current practices in the industry. Large companies and SMEs in the rural areas have significant differences, which must be understood by the policy makers (government agencies and the CIDB), and all initiatives to improve both the SMEs’ performance and the overall Malaysian construction industry must consider their characteristics.

The findings of this study contribute to the area of study related to SMEs by focusing on the key characteristics of construction SMEs in rural areas. Although this study has a limitation because it only offers generalised characteristics across construction SMEs in Malaysia, the study provides the government agencies and CIDB an indication of how they can assist the SMEs to improve their productivity and further improve the construction industry performance by addressing the special characteristics of SMEs. The study also serves as a basis for understanding SMEs in other countries, particularly developing countries because the different cultures, traditions and problems encountered by SMEs are viewed differently in different countries.
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Abstract: The competitiveness of the construction industry is affected by the number of new entrants, the strength of rivals, clients’ expectations and a firm’s own resources. However, the country’s economic situation also affects the stability of the industry, and thus its competitive strength. This research focuses on the adoption of competitive strategies within quantity surveying (QS) firms of varying sizes during a period of economic fluctuation in Malaysia. The success of any strategy adopted is determined by the performance of the firm. Through a survey, this study revealed that firm size did not have a major impact on the choice of competitive strategy during this economic situation. The QS firms preferred differentiation strategies, and growth strategies were less preferred. The firms created attractiveness in the services offered by expanding the range of services, improving reputation and securing existing clients. For small- and medium-sized firms, this strategy enabled them to achieve the highest business performance, a satisfactory number of clients, and for large-sized firms, the strategy provided positive improvement in the number of projects in hand.
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INTRODUCTION

An exigent construction industry demands all construction firms including Quantity Surveyors to continuously improve their services to create a competitive edge. Employing the right strategy is crucial as rivalry is not limited to existing QS firms but extends to new entrants and foreign firms. An uncertain financial climate has left companies with less opportunities and resources to commission new building projects, but in certain professions, this financial instability has caused a lack of job security. Therefore, the role of the quantity surveyor has increased in importance as they are perceived to be responsible for ensuring that the company meets its financial targets on its projects within the construction industry (Fanous, 2012). Quantity surveyors are traditionally known for their cost estimating services in the construction industry. However, concurrent with escalating demands from clients and pressures from the industry, quantity surveying (QS) firms have diversified their range of services beyond these traditional boundaries. A consultant QS will provide services to their clients from the initial appointment until the project concludes, with a certain amount of professional fees that in turn need to be used to sustain their firms. The survival and eventually the growth of the firms depend on the number or continuity of projects they secure without intermission. QS firms need to respond to new opportunities, new geographical locations and new ways of doing business. They should counter environmental threats, seek project opportunities (Davies, Gilbert and Swartz, 2005), be vigilant and adapt to current market changes by adopting alternative strategies that are guided by decisions to enhance performance.


The construction industry in Malaysia is highly competitive (Adnan and Jusoff, 2009). The industry is changing due to new technology advancements, research and active collaboration between the government and various professional bodies that promote continuous improvement in the industry. There were a total of 316 registered QS firms under the Board of Quantity Surveyors Malaysia (BQSM) in 2011, which were actively competing in the industry. This number is expected to increase by the year (BQSM, 2011). Apart from competing with local existing QS firms, the open market, globalisation and the fast pace of change in information technology means that competition is no longer localised (DeNisi, Hitt and Jackson, 2003). The role and scope of services that QS firms offer are continuously expanding parallel to the latest demands from clients and the construction industry (Hanid et al., 2007). The existence of small, medium and large QS firms have resulted in a different level of competition for firms with a strong reputation that are well established. Such firms are at a more advantageous position to secure new projects, but new or smaller firms have to struggle to build their reputation and seek new clients. According to Bishop and Megicks (2002), the different sizes of firms places greater emphasis on the role of diverse strategic positions. The QS firms should be cognisant of their strengths and weaknesses to overcome the challenges of increased competition.

Choosing the best-suited competitive strategy is an essential key to success. A clear strategy will direct the firm to identify their competition’s capabilities and competitive stance. Porter (1985) has introduced three generic strategies: cost leadership, differentiation and focus strategy. Warszawski (1996) added a growth strategy to this list. This paper focuses on these four types of competitive strategies and their application to QS firms in Malaysia. The study was conducted during a five-year period of economic fluctuation to investigate which strategy the firms preferred when battling economic instability and how well these strategies performed when focused on QS firms in Malaysia. Although the study focused on QS firms in Malaysia, the findings are useful to any service-provider firm as they discuss the suitability of generic competitive strategies in the construction industry and relate them to business performance. The focus of this study on strategies used during economic fluctuation indicates that the firms cannot limit themselves to one type of strategy but need to adjust accordingly to suit the present needs, regardless of the firm size.

FIRM COMPETITIVENESS AND ECONOMIC INFLUENCE

Competitiveness in the context of a construction firm can be defined as the capabilities of the construction firm to design, engineer, construct, finance, operate, maintain and/or manage any or all of the above activities better than its competitors (Ambastha and Momaya, 2004; Banwet, Momaya and Shee, 2003). Healthy competition between firms encourages effective changes in strategies and cultures (Yisa, Ndekugri and Ambrose, 1996) with emphasis on the “survival of the fittest” attitude (Elmualim et al., 2006). Construction firms are affected by the economic situation in both national and international arenas (Kazaz and Ulubeyli, 2009). The economic situation is an external factor beyond the control of individual firms. Nevertheless, changes in the economic situation have strong implications on the survival of firms. In any economic situation, firms have to strategise and manage their resources effectively.

The Malaysian construction industry is productive and generates wealth for the country by addressing social and economic needs through the provision of infrastructures and buildings that constantly contribute to the growth of the economy (Hamid and Kamar, 2010). As in most countries, the Malaysian economy is also susceptible to changes in the economy of its trading partners such as the United States, Japan and European countries (Construction Industry Development Board [CIDB], 2008). In 2008, a global financial meltdown was felt throughout the world, with stock markets falling and large institutions collapsing or being acquired by other corporations. The global financial crisis was depressing economic activities worldwide. Malaysia was no exception as Malaysian companies were facing increasingly tough competition, locally and internationally, even before the crisis (Seah and Yasoa’, 2010). Based on Table 1, the growth rate of the gross domestic product (GDP) of Malaysia dropped 27.27% from the third quarter of 2008 and declined to 0.1 in the fourth quarter of the same year. Its first negative growth rate was recorded in the first quarter of 2009 (Abidin and Rasiah, 2009). Since the global economic crisis in 1998, the Malaysian government has taken drastic measures to prevent the economy from spiralling downward (Italia, 2012). As a result, in 2008 and 2009, two rescue packages with attractive fiscal stimuli totalling RM 67 billion (USD 18.1 billion) were introduced by the government. These were intended to absorb the retrenchment and destabilisation shocks faced by the public and to accelerate development expenditures to offset a drop in aggregate demand because of significantly reduced exports (Abidin and Rasiah, 2009).

Table 1. GDP, Selected Economies, 2007 to 2009 (% Annual Change)
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Source: Bank Negara Malaysia (2009)


From Table 2, the total value of a given project increased from 2006 to 2007. In 2008, the total project value was at 13.4% and decreased to 8.9% in 2009. The value began to improve in 2010 and 2011 in line with the increase of the GDP. The performance of the Malaysian construction industry in 2010 was largely affected by a delay in launching new projects due to the economic recession but regained growth occurred when the non-residential sub-sector increased in 2011 with on-going construction in commercial properties and also private projects in the five growth corridors such as Johor Premium Outlet, Lido Boulevard and others (Malaysia-German Chamber of Commerce, 2011).

Table 2. Numbers and Value of Projects Awarded by Category from 2006 to 2011



	
Project Category


	
Total Number of Projects


	
Total Project Value (RM million)





	
2006


	
5,854


	
60,926.99





	
2007


	
7,358


	
93,294.20





	
2008


	
6,522


	
85,837.07





	
2009


	
6,989


	
74,057.93





	
2010


	
6,344


	
87,917.05





	
2011


	
6,655


	
87,457.43






Source: CIDB Malaysia (2011)

Changes in a country’s economic situation also influences job opportunities in local markets. To compete in an economic downturn, firms have to strategically plan their actions and decide whether to compete locally or to start venturing into foreign markets. During the period of 2006–2011, many Malaysian construction professionals and firms moved or shifted their operations overseas, particularly to the Middle East and India. This was the result of the downturn in the Malaysian economy and emerging interest in tapping into foreign markets that were in the midst of developing their infrastructure (Malaysia Productivity Corporation, 2011). However, for the majority of construction professionals who stayed to compete at the local level, the economic downturn created a situation of intense competition among a smaller pool of job opportunities.

COMPETITIVE STRATEGIES FOR QS FIRMS

Adoption of suitable strategies will enable construction firms to compete well with their rivals (Isik et al., 2009). The QS firms can shape their strategies to meet the demands of competitive environments and develop capabilities according to these needs (Chew, Yan and Cheah, 2008). There are many ways of competing and most can be rationalised into one of three generic strategies as suggested by Porter (1985) i.e., cost leadership, differentiation and focus. These strategies have been widely expanded, used and applied in different types of settings including healthcare, finance and service-based firms (Kale and Arditi, 2002). Scholars have applied and amended Porter’s work to suit their application to construction firms (Betts and Ofori, 1992; Winch and Schneider, 1993; Jennings and Betts, 1996; Huovinen, 2001; Langford and Male, 2001; Kale and Arditi, 2002). From analysing Porter’s strategies, Warszawski (1996) later introduced another strategy suitable for the construction industry, i.e., growth strategy. These four strategies are illustrated in Figure 1.

Cost Leadership Strategy

The cost leadership strategy focuses on the reduction of cost in productivity or administration to offer a lower price to customers. In QS firms, this strategy refers to how the firm can offer their services at lower fees than others through the ability to control the cost of the firm’s administration while increasing productivity. It is most effective in predictable and stable environments (Miller, 1987; Warszawski, 1996). QS firms may choose this strategy to strengthen their in-house resources such as training of personnel, technological advancements, etc. (Warszawski, 1996). Cost leadership is mostly suitable for a smaller size firm with faithful clients. This strategy focuses on three elements as shown in Figure 1: human resources, overhead costs and technological usage. The company that seeks leadership in cost has to focus the entire organisation’s resources to achieve this objective by forming a low cost culture, working constantly to reduce any overhead costs and staying constantly observant to the cost positions of its opponents (Shimizu, Carvalho and Laurindo, 2006).

Differentiation Strategy

The differentiation strategy promotes creativity in offering services, i.e., diversification. For a firm, diversification includes applied services, new knowledge, new technology application, marketing, innovation and much more. A differentiation strategy would be suitable for large firm size (Jenning and Betts, 1996) as it would require strong financial resources (Cheah, Kang and Chew, 2007), good credibility, high reputation and the ability to make high risk moves (Isik et al., 2009; Warszawski, 1996). This strategy focuses on five elements as shown in Figure 1: marketing, reputation, branding, relationship and innovation. The elements focus on offering services that assist the client in optimising the economic value of the project rather than offering the client a lower cost but a restricted service.

Focus Strategy

The focus strategy addresses a specific market niche, location/geographical area and/or customers. It is suitable for specialised, boutique or small size firms because it focuses on maintaining a faithful group of clients by providing good services and encouraging personal relationships (Warszawski, 1996). This strategy is also realistic for small firm sizes as they require limited resources and entry barriers to small market segments may be fairly low. This strategy requires a smaller number of staff who have essential skills and a wide breadth of knowledge, are able to handle multiple tasks and are well trained (Jennings and Betts, 1996). This strategy focuses on three elements as shown in Figure 1: strong networking, IT, and specific projects. Firms that adopt a focus strategy have to be selective in choosing the market segments that they wish to enter. The QS firms that adopt this strategy will focus their services on the same geographical area where they have already established themselves and where they have a good relationship with the clients and other professionals.

Growth Strategy

The main objective of this strategy is the expansion of business. By branching out, either locally or internationally, they would have a wider market and more opportunities that could lead to a strengthened position in the industry. Langford and Male (2001) stated that firms may decide to expand their business into a new market or geographic place because of stagnant existing markets, booming markets in a new geographic location and the competitive use of resources. Before applying a growth strategy, firms should be aware of the potential new challenges: the need to enhance skills and resources and the need to understand new cultures, competitiveness, societal needs and business environments (Warszawski, 1996). This strategy focuses on three elements as shown in Figure 1: internationalisation, expanding firms/services and diversification. The QS firms may pursue this strategy if they intend begin a new business with strategic alliances that would offer new services to clients, tap into foreign markets or branch out into different locations within the country. The growth strategy is vital to expand the roles of QS firms and to safeguard the future of the QS professions as it is now threatened by a number of challenges (Hanid et al., 2007).
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Figure 1. Competitive Strategies for QS Firms




BUSINESS PERFORMANCE IN QS FIRMS

Construction is a risky business, and thus firms should continuously monitor and compare their current and past business performance to determine where improvement is needed. The business performance of firms should also be evaluated to gauge the position of the company in the industry (Betts and Ofori, 1992; Dikmen and Birgonul, 2003; Warszawski, 1996). In QS firms, business performance can be evaluated through the number of contracts awarded, the number of projects in hand, profits, project turnover, the number of firms, the number of employees, new clients, existing clients and the expansion of services. By evaluating the performance of the firm, one can justify the suitability or non-suitability of the adopted competitive strategy. Firm performance can be evaluated using financial indicators such as profit and project turnover. Profit indicates the measure of success of a firm. Kale and Arditi (2002) noted that growth in the number of contracts awarded is related to the choices a firm makes vis-à-vis competitive strategies to provide a better understanding of and stabilise firms’ positioning in the construction industry. The number of employees is also another indicator of firm performance. An increasing number of employees over the years indicates positive growth for the company. It also indicates that the firm may have expanded the scope of their services or have a broader range of skills and expertise (Ling and Chan, 2008). A high level of motivation among employees can be translated into high organisational performance. Clients are the most important assets of a firm. An increase in the number of new clients and the ability to maintain existing clients contribute to a firms’ business success. Rosenberg and Czepiel (1984) concluded that the cost of winning new clients is usually higher than maintaining an existing client. Kujala and Ahola (2005) explained that firms that are more competent in delivering value to customers could survive in a highly competitive environment where client’s satisfaction has significant effects on a firms’ financial performance. Customer satisfaction and trust will promote loyalty from existing clients, and reputation built from that will secure more new clients (Low and Tan, 2002). The number of firms is another indicator to measure the business performance of a QS firm. Establishing business branches either in new demographic areas or other countries indicates the ability of the firm to grow (Ling and Chan, 2008). The indicators of business performance are listed in Table 3.

Table 3. Business Performances in Firms



	Business Performances
	Sources



	Number of contract awards
	Kale and Arditi, 1998; Yongtao, Shen and Langston, 2012



	Number of projects in hand
	Lu, Shen and Yam, 2008



	Total costs of projects
	El-Mashaleh, Minchin and O’Brien, 2007; Lu, Shen and Yam, 2008



	Profits
	Lu, Shen and Yam, 2008



	Project turnover
	Jusoh, 2010; Morgan, Strong and McGuinness, 2003



	Number of firms
	Jennings and Betts, 1996



	Number of employees
	El-Mashaleh, Minchin and O’Brien, 2007



	New clients
	Yisa and Edwards, 2002



	Existing clients seeking services
	Yisa and Edwards, 2002



	Expanding services
	Zamberi and Kitchen, 2008





RESEARCH METHODOLOGY

This study aims to investigate the application of competitive strategies in QS firms within the period of five years (2006–2010), in which Malaysia was experiencing economic fluctuations. Through a quantitative approach, a survey questionnaire was prepared for data collection. A survey questionnaire was used for this study as the research is descriptive in nature. A descriptive study is appropriate for portraying an accurate profile or describing the characteristics of persons, events or situations (Robson, 2002). Such factors include the number of respondents to be surveyed, the geographical spread of the respondents, the limitation of time frame, the limitation of financial resources, the efficiency of communications and transportation systems and the cultural attitudes toward each of the approaches and their effect on response bias and response rate (Berdie and Anderson, 1974). The respondents were from the top management of QS firms located in Selangor and Kuala Lumpur. According to the Department of Statistics Malaysia (2011), the construction activities concentrated in the central region (Kuala Lumpur and Selangor) had the highest gross output in Malaysia. There are 101 registered QS firms in Kuala Lumpur and another 94 firms in Selangor, comprising up to two-thirds (2/3) of the total of QS firms in Malaysia (BQSM, 2011).

The existence of different sizes of QS firms has resulted in a stronger competition among them as firms with a good reputation among clients will win more projects. Scholars have debated whether the size of a firm influences the choice of competitive strategy for competing in service industries (Kale and Arditi, 1998; Bishop and Megicks, 2002; Siskina, Juodis and Apanaviciene, 2009). This research looks at three different firm sizes to investigate what type of competitive strategies they have adopted and whether it has had an effect on their business performance. Firm sizes can be classified into three categories: small, medium and large firms. Researchers of QS-related issues in Malaysia have classified QS firms as small-sized firms when there are less than 10 members of the workforce (including all administrative staff, Quantity Surveyors and Associates) in a firm. Medium firms consist of a workforce of 11 to 30 members, and large firms comprise more than 30 members of the workforce (Fadhlin, 2005; Hasnanywati, 2010).

Out of 195 QS firms under the listing of BQSM, only 174 have valid contact details. They were approached for the survey, and 84 completed questionnaires were returned for analysis. The response rate was 48%. The responses are divided into three categories according the firm size, which is based on the total workforce in the firms. There are 37 (44.1%) respondents representing small firms, 39 (46.4%) respondents representing medium firms and only eight (9.5%) respondents representing large firms. This is proportionate to the percentages of the corresponding QS firms sizes in the industry reported by Abdullah and Haron (2007). They stated that only 9.6% of the firms in Malaysia are large QS firms and that the majority of the firms are medium (50%) or small-sized (40.4%) firms. All of the firms were established prior to 2006 and remained active in 2006–2010. The data collected were analysed using computer programmes such as SPSS and Excel.


THE SURVEY

Competitive Strategy in QS Firms

There are four types of competitive strategies that apply to QS firms: cost leadership, differentiation, focus and growth strategy. Each strategy has several elements of concentration, which are unique according to the needs of the firms. Each respondent rated the degree to which each strategy has dominated their competitive style to determine the strategies they have adopted. The findings are tabulated in Table 4.

Table 4. Competitive Strategy Applied in QS Firms within the Period of 2006–2010



	Firm Size
	
Small Firms

	
Medium Firms

	
Large Firms




	Strategy



	Cost Leadership Strategy
	
3.65


	
3.70


	
4.00





	Human resources
	
3.69


	
3.70


	
4.16





	Overhead cost
	
3.55


	
3.71


	
3.80





	Technology usage
	
3.71


	
3.69


	
4.04





	
Differentiation Strategy


	
3.95

	
3.88

	
4.26




	Marketing
	
4.07


	
3.99


	
4.19





	Reputation
	
4.09


	
4.13


	
4.25





	Branding
	
4.15


	
4.18


	
4.44





	Relationship
	
3.89


	
4.00


	
4.44





	Innovation
	
3.54


	
3.10


	
4.00





	
Focus Strategy


	
3.28

	
3.41

	
3.71




	Strong networking
	
3.72


	
3.71


	
4.32





	Information technology
	
3.14


	
3.18


	
3.76





	Focus
	
3.00


	
3.34


	
3.07





	
Growth Strategy


	
2.67

	
2.74

	
3.28




	Internationalisation
	
3.64


	
2.63


	
2.94





	Expanding firms/services
	
2.57


	
2.69


	
3.55





	Diversification
	
2.81


	
2.90


	
2.84






Table 4 divides the findings according to the firm’s size and the four types of competitive strategy. The scale is within the range of 1 (lowest) to 5 (highest). At varying levels, each firm applied all elements of the competitive strategies. However some elements are emphasised more than the others, and this determines which competitive strategy the firm prefers. Table 4 indicates that the differentiation strategy is the most applied strategy among all firm sizes, followed by the cost leadership strategy. The rates for the differentiation strategy are 3.95 (small firms), 3.88 (medium firms) and 4.26 (large firms). This is followed by the cost leadership strategy at 3.65, 3.70 and 4.00 in similar order. The growth strategy was not favoured during the period for any of the firm size categories.

For the elements related to the cost leadership strategy, small firms emphasise technology usage (3.71), followed by human resources (3.69). This is the opposite in large firms. Technology usage is about adapting to new technologies, the awareness of changes in technological advancement and having qualified staff to operate this technology. The human resources strategy focuses on skill and knowledge development and the optimal use of human resources. For medium-sized firms, attention was given equally to all elements. Among these, the overhead cost element, which mainly aims to reduce the costs and expenses of the firm, received slightly more attention.

For the differentiation strategy, the branding element had the highest average for all firm sizes. Branding is about establishing a good image and producing high quality services to create brand loyalty. For small and medium firms, reputation is the second most important element. Reputation is about providing a broader range of services to the clients and upholding honesty, quality and responsibility. For large firms, the relationship element is equally important as the branding element. The relationship element focuses on identifying client’s requirements and maintaining a good relationship with them. For the elements of the focus strategy, the strong networking element received the highest rating for all firm sizes. This suggests that the need to maintain and secure projects from existing clients is regarded to be very important among all firms. Creating a network is also crucial to attracting new clients. Finally, for the growth strategy, internationalisation was the key element for small firms with the highest mean of 3.64. Diversification had the highest mean of 2.90 for medium-sized firms. Large firms rated expanding firms/services as the most important element in relation to the growth strategy.

Dikmen and Birgonul (2003) and Papulova and Papulova (2006) stated that the size of a firm would influence the choice of strategy used in the firm. In general, there was no difference between the strategies applied by the firms of different sizes. It suggests that for Malaysian QS firms, the size of the firm did not influence the choice of competitive strategy. This is supported by the studies of Helms, Gauthier and Campion (1992), which stated that this theory is not applicable in many service industries.

Business Performance in QS Firms

Business performance in QS firms was evaluated to investigate the level of the firms’ performance. It is investigated using several criteria, such as the number of contracts awarded, the number of projects in hand, the total costs of projects, profits, project turnover, the number of firms, the number of employees, the number of clients, the existing clients who seek services and the expansion of services. Tables 5 and Table 6 presented the data of the findings in the form of frequencies and the mean.

In Table 5, 21 QS firms show a 41%–60% increase in the number of projects in hand and another 21 QS firms show a 61%–80% increase in the number of projects in hand. It shows that 19 out of all the QS firms showed an increase of 21%–40% in the number of projects in hand. This is supported by the growth in the non-residential sub-sector that is driven by primarily on-going construction commercial properties, particularly newly built offices (Malaysia-German Chamber of Commerce, 2011). Within this period, the majority of total costs of projects the firms were involved with increased 21%–40%.

Table 5. Business Performances in QS Firms
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Notes: “–” = Decreasing; “+” = Increasing

Most of the small and medium firms have shown good growth in their profits. For small firms, 13 firms had an increase of 21%–40%, and 10 medium-sized firms had a profit increase of 1%–20%. A total of four small-sized firms experienced a profit decrease within the range of 21%–40%, and three medium-sized firms also showed profit decreases. The number of large firms with increased profits was almost equal to the number with decreased profits. This indicates that large companies may have been more affected by the economic fluctuations than the other two sizes of firms. Perhaps the differentiation strategy that was adopted may not be suitable for some of the large firms in this scenario. The increase in the number of employees, number of firms and expansion of services is related to the growth strategy. From the findings, the majority of the firms maintained their status quo. This is in line with the previous findings, where the growth strategy is less preferred. However, a high number of medium firms also had a service expansion within a range of 61%–80%. The majority of the firms maintained or had recurring services from their existing clients (86% of small firms, 92% of medium firms and 75% of large firms). Rosenberg and Czepiel (1984) explained that the perspective cost of winning new clients is usually higher than the cost of maintaining an existing client. During an economic fluctuation, it is wise to maintain good relationships with the existing clients and aim for a “call-back” for more work. This is related to the branding, reputation and relationship elements of the differentiation strategy, which is preferred by all firm sizes.


The mean scores of the QS firms’ business performance are shown in Table 6. The scale is within the range of 1 (lowest) to 11 (highest). The highest business performance achieved by small firms is in the category existing client seeking services (8.03) followed by profit (7.95) and number of projects in hand (7.95). For medium firms, the same pattern as small firms is shown, with existing clients seeking services at the top (8.41) and number of projects in hand (8.36) just below. This indicates that small and medium firms are maintaining good relationship with their clients and are able to secure an adequate number of projects and make a profit during economic fluctuations. In addition, being a small or medium firm has the advantage of lower capital and administrative expenses. Being a small firm also encourages personal relationships, flexibility in catering to clients’ specific needs and maintaining a good performance, which creates brand loyalty. The number of firms and the number of employees are the lowest on the list, indicating that these firms are cautious about expansion. This may not be a good move given the current economic scenario. For large firms, the number of projects in hand is the highest (8.50) followed by the number of clients (8.38). For large firms, their financial capability and their higher company expenditure may require them to go beyond maintaining existing clients and secure more new clients or new businesses to stay in the market. However, it seems that the larger firms are at least showing an improvement in the number of employees (6.50). Perhaps this is due to the large number of current employees, which reduces the need for more new employees. Similarly, large firms also show a lower performance in the number of firms and profits (6.80). Given the current economic scenario, branching out may not be a priority. The lower profit gain may be consistent with the large expenditure of the firm.

Table 6. Overall Results for Business Performances



	Competitive Strategies
	
Mean





	
Small Firms


	
Medium Firms


	
Large Firms





	Number of contract awards
	
7.68


	
8.26


	
8.25





	Number of projects in hand
	
7.95


	
8.36


	
8.50





	Total costs of projects
	
7.54


	
7.85


	
7.50





	Profits
	
7.95


	
7.49


	
6.88





	Project turnover
	
7.49


	
8.26


	
7.75





	Number of firms
	
6.59


	
7.44


	
6.88





	Number of employees
	
6.59


	
7.44


	
6.50





	Number of clients
	
7.54


	
7.95


	
8.38





	Existing clients seeking services
	
8.03


	
8.41


	
7.88





	Expand services
	
7.35


	
8.03


	
8.00







CONCLUSION

The Malaysian construction industry was in a turbulent condition during the period from 2006 to 2010, which led to a high-level of competition among firms to win projects. To tackle these problems, adopting a competitive strategy was an essential approach for QS firms to outperform their rivals and maintain good business performance. There were four types of strategies that could be adopted by the firms: cost leadership, differentiation, focus and growth. However, there is no single strategy that will make a firm successful forever. The adoption of a competitive strategy should be versatile and compatible with changes in the economic situation, the direction of the firms and resource availability. The business performance of QS firms should be evaluated as an indicator to assess the effectiveness of the strategy that has been adopted.

This paper investigated the competitive strategies and business performance of QS firms in the Malaysian construction industry. From the findings, it was found that different sizes of QS firms, i.e., small, medium and large firms, are all prone to choose the differentiation strategy and least likely to follow the growth strategy. Based on the findings, small and medium firms maintained good business performance, particularly in maintaining existing clients. Large firms showed a good performance in the number of projects they have in hand.

The results of this analysis provide a useful reference to help QS firm owners improve the adaptability of their current strategy and achieve a competitive advantage. For further research, the planning of a competitive strategy in the next five years is another avenue to explore. With the expectation of a more competitive environment in the future, effective competitive strategy planning will prepare the firms for future engagements while also ensuring a more secure business position.
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Abstract: Compared to urban sustainability, rural sustainability has traditionally received inadequate attention, especially in developing countries such as India. Because of their symbiotic relation with the local climate and landforms, vernacular structures of rural India are said to be inherently sustainable. However, since 2005, substantial amounts of intervention brought about by the Mahatma Gandhi National Rural Employment Generation Act (MGNREGA) have changed this situation. India’s rural landscape is now intersected with numerous built forms, such as road networks, water management systems, and land development. Unfortunately, the MGNREGA’s goal of addressing the substantial void that characterised rural areas and bringing about a sustainable future through the generation of the multiplier effect have not been achieved in most cases. This study was conducted to investigate the reasons for this unexpected outcome. Water management, constituting the major thrust of the MGNREGA, was examined for two purposively selected areas with distinctively different physio-climatological variations at the micro level from the state of West Bengal. The data from the MGNREGA website and from field investigations show a short-term benefit, whereas sustainability issues on a long-term basis remain a concern. Straight-jacketed norms for scheme implementation ignoring physical heterogeneity across the country appear to be a major cause. Reframing and customisation of construction specifications are recommended as a solution.
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INTRODUCTION

Over the years, concern for sustainability has sought attention in various policy studies at both the national and international scales. So far, the discussions held are concentrated on the urban context and the reason for this is very clear. Because urban areas act as engines of growth and draw huge development resources, the probability of decay also tends to be high; therefore, the revival of this growth-generating inertia is always given greater importance. Nevertheless, the faster spread of urban functions eroding rural tranquillity remains unnoticeable in general (Girardet, 2001), except for in policies in a few countries, among which is the UK Government’s recent approach to sustainable rural environmental protection (Lincolnshire Research Observatory [LRO], 2008). Unfortunately, similar concern is absent in India mainly because of very low occupancy rates or because of the low intensity of built environments in rural areas. However, the specific focus toward sustainable rural environment management in tandem with socio-economic up-gradation of the majority of the population still appears to be a difficult task not only for developing countries, including India, but also in general.


Until recently, the Government of India (GOI) did not feel the need for a separate, specific strategy for sustainable rural development. Furthermore, no concern was shown in identifying the effect of urban sprawl on the surrounding rural areas even though this has become an emergent crisis. The approach adopted so far in this country has been Five-Year Plans to provide interim strategies for overall development, where the need for policies for sustainable infrastructure as basic elements for rural development has received the least attention (Das, 2002). However, sustainability has become a vital element in the planning process since the Ninth Five-Year Plan 1997–2002 (Planning Commission, 1997), and only after the World Summit for Sustainable Development (UN, 2002) did the government initiate a process of preparing and implementing national strategies for sustainable development with concern toward macro-level carrying capacity.

A series of environmentally concerned policies and institutions along with special attention to biodiversity protection policies were taken by the GOI as precautionary measures. However, no initiative that adopts locally sound and viable development techniques as the most essential component for sustainable development programmes was taken. In fact, rural areas are yet to be considered as important geographical entities that deserve equal attention from all other development interventions. If the growth in equity and sustainability is taken as an essential step toward a mutually supportive development process, there should be no question of any trade-off between urban and rural environments (Kearns and Turok, 2004). This research attempts to visualise the viability of a recent development strategy, the Mahatma Gandhi National Rural Employment Generation Act or MGNREGA (National Rural Employment Generation Act [NREGA], 2013), which was conceptualised as a serious intervention policy for enriching the rural economy as a sustainable economy by introducing rural infrastructural facilities, such as road connectivity, water harvesting systems, drought proofing, irrigation, de-siltation of canals, and land development.

RURAL SUSTAINABILITY

No precise definition has evolved to make explicit the idea of “rural sustainability”. Considering sustainability as a universal principle for any type of development intervention with no limitations concerning time, space or community, the definition commonly used in urban sustainability contexts may also be taken as equally relevant for rural scenarios. Urban suitability was defined by Camagni, Capello and Nijkamp (2001: 128) as “the process of synergetic interaction and co-evolution among the basic sub-systems that constitute the city-namely the economic, the social, the natural and built environment – which guarantees a non-decreasing welfare level to the local population in the long-run without jeopardising the development options of the surrounding territories, and which contributes to the reduction of negative effects on the biosphere”. Hence, echoing urban sustainability, rural sustainability may be perceived as “the process of synergistic interaction and co-evolution among the basic sub-systems that constitute the rural areas – namely the economic, the social, the natural and built environment – which guarantees a non-decreasing welfare level to the local population in the long run without jeopardising the development options of the surrounding territories, and which contributes to the reduction of the negative effects on the biosphere”.

Similarly, the conceptual framework as defined for the development of the Alpine region in Europe may be considered relevant for the context of India’s rural areas. The terminology used by Onida, Imhof and Chomienne (2011: 6) in a report for defining sustainable rural development is such that “sustainable rural development is generally recognised as the product of those human activities that use the resources of rural territories to increase the welfare. Development can be considered as sustainable if it meets the needs of the present generation without compromising the ability of future generations to meet theirs. Rural development is the key tool for encouraging diversification and innovation in rural areas. It aims to reverse depopulation process, stimulate employment and equality of opportunities, respond to growing requests for better quality, health safety, personal development and leisure, and finally improve the quality of life of Alpine populations”.

Chambers and Conway (1991) have described urbanisation as a burden on poorer countries and as a threat to rural areas. They also predicted that there will be much less focus on rural areas than on urban agglomeration, which will neither reduce urban pressure nor bring sustainable livelihood to rural areas. According to the authors, sustainability means “self-sufficiency and implicit ideology of long-term self-restraint and self-reliance. It is used to refer to life styles which touch the earth lightly; to organic agriculture with low external inputs; to institutions which can raise their own revenue; to processes which are self-supporting without subsidy”. Chambers and Conway (1991: 5) use sustainability in a more focussed manner in the context of livelihood as “the ability to maintain and improve livelihoods while maintaining or enhancing the local and global assets and capabilities on which livelihoods depend”.

The authors also referenced the argument put forth by Brundtland (1987: 5) at the closing ceremony of the 8th and final meeting of the World Commission on Environment and Development, where it was stated that “…interventions needed to achieve sustainable development must be conceived and executed by processes that integrates environmental, social and economic considerations” and that higher priority should be given to the underprivileged. People should be included in the decision-making process at all levels.

Thus, sustainability as a term has many connotations and is subject to many interpretations. Nevertheless, it is understood that be it rural or urban, sustainability has become a top priority of policy actions globally. However, it cannot become an absolute identifiable object for economic progress without considering the means and areas of application. Hence, what is sustainable for the Arctic region may need to have entirely different criteria for the Sahara Desert even though the goal is the same. From this very basic argument, it is apparent that sustainability approaches must be defined in relation to country-specific norms, having sufficient flexibility in application and specific feasibility even at the micro-level. Although the term “customisation” is often used in the construction industry to ensure the safety and competency of sustainable built forms (Dingsdag et al., 2008), it has little basis in rural contexts. For example, customisation principles have only been adopted in the Indian rural context in the Prime Minister Gram Sadak Yojna, or PMGSY, of 2000 (National Rural Roads Development Agency [NRRDA], 2010) for connecting major nodes by paved roads through the rural landscape. Hence, understanding the relevance of sustainability with respect to the principles of customisation appears as an obligatory norm irrespective of the scale and area of operation.

Unfortunately, this rarely occurs because the forward planning is considered to be more dynamic. Onida, Imhof and Chomienne (2011) noted that “the planning profession is unlikely to be in the front-line of those encouraging sustainable rural developments of the kind envisaged” here in the sense that “sustainable forms of land-use can be implemented on any scale, and controlled with any effectiveness”. However, minimal literature has addressed the impact of rural sustainable built forms (Camagni, Capello and Nijkamp, 2001). In common parlance, it refers to human-made surroundings that provide the setting for human activity, ranging from large-scale civic environments to personal structures (Moffat and Kohler, 2008). In the context of New Zealand, the built environment includes both urban and rural elements together, although the scale of elements varies from small rural service centres to large cities. However, the case of developing countries, including India, is slightly different.

India’s Rural Built Environment and Critical Gaps

Rural built environments in India are traditionally characterised by smaller concentrations compared to their urban counterpart. The environments typically consist of low-density vernacular buildings along with few asphalt/paved roads, culverts, water-arresting embankments etc. Among the minor structures, water harvesting tanks and canals produce pictures mostly of earthen structures, except for the dug wells. The comparatively much lower priority of rural infrastructural needs was a major issue that contributed in retaining such undisturbed scenarios in contrast to vigorous urban growth. Because infrastructure development and economic growth are closely related (Srinivasu and Rao, 2013), the condition remaining as such has not only pushed the majority into poverty but has also enhanced urban congestion with growing migration. However, policy details as well as information concerning the achievement of programmes toward infrastructural services for rural areas have been grossly lacking until the Eighth Five-Year Plan (Planning Commission, 1992). The serious lapses that occurred in rural infrastructure services are due to a lack of comprehensive approaches in all of the last Five-Year Plans, except for piecemeal solutions performed through Community Development Works or Rural Development Programmes in different phases of earlier Five-Year Plans (Infrastructure Development Finance Co. Ltd., 2007).

Until 2000, only 40% of the roads in India were all-weather roads (concrete and asphalt), serving 825,000 villages, whereas an existing 2.7 million km of roads are on the verge of decay (Planning Commission, 2012). The major gaps in India’s infrastructure services in rural areas are in the accessibility of safe drinking water, power connectivity to households, telecommunications, water and sanitation facilities and transportation services (National Council of Applied Economic Research [NCAER], 2007; Planning Commission, 2011). Since the Ninth Plan (1998–2002) introduced PMGSY (NRRDA, 2010), rural areas have observed the construction of major thoroughfares connecting to major nodes, whereas attention to arterial roads and intra-village connectivity was not considered at the time. The Bharat Nirman Programme was adopted in the later stages during 2005–2006 to further revamp the infrastructure services, where the provisioning of electricity could be extended to 18,374 villages in the country as a whole through the newly launched programme of Rajiv Gandhi Grameen Vidyutikaran Yojana, or RGGVY (Planning Commission, 2011). Power availability in terms of number of days varies between an average of 16% in Assam to 80% in Kerala, whereas in West Bengal, it is 45% during monsoon season only. During 2003, approximately 90% of villages received public telephones, whereas inter-state variations ranged from two to 31% for accessibility (NCAER, 2007).

Regarding the water supply in rural areas, occasional attempts have been made to address the scarcity of potable water since the first Five-Year Plan (1951–1956); however, until 2005, approximately 4,588 habitations were not covered, and 50,479 were only partially covered, whereas by 2011, 55,067 new habitations were covered under the Accelerated Rural Water Supply Programme (ARWSP). However, this is partially due to the spread of peri-urban areas, and partly due to the launching of a government initiative through the reformed National Rural Drinking Water Programme of 2009–2012 (Department of Drinking Water Supply, 2010). Swajaldhara – a demand-driven programme was taken up under this programme to provide connectivity to uncovered habitations and in critical areas where the quality of water is poor. For enhancing irrigation systems, the Accelerated Irrigation Benefit Programme was launched in 2009–2010 to serve critical areas and drought-prone areas through a watershed development process (Planning Commission, 2010). In spite of these attempts, as envisaged through different schemes/programmes, deficiencies in terms of imbalances in the overall distribution in infrastructural services remain a critical issue of concern for the government.

However, only after the launching of the MGNREGA in September, 2005 has the country started to witness substantial increases in the number of rural roads, water harvesting structures, embankments and check dams. In contrast to the previous initiative of PMGSY (NRRDA, 2010), the MGNREGA has a much wider coverage for infrastructure along with other necessary developments. Hence, the relevance of understanding the implications of newly constructed built-up forms appears as a significant area of interest.

OVERVIEW OF THE MGNREGA

The MGNREGA is a novel departure from conventional welfare schemes of the GOI, with an inclusive approach of livelihood generation through the creation and restoration of natural resource endowments and the enhancement of rural infrastructure and the economy. The scheme guarantees 100 days of wage employment in a financial year to a rural household whose adult members participate in unskilled manual work. The rational of this massive and holistic mission was to serve the unserved habitations in terms of basic infrastructural needs. The list of permissible works, which include the following eight thrust areas, were initially adopted in 2005 and later expanded by many other schemes during 2013 (Ministry of Rural Development, 2005; NREGA, 2013):


	Water conservation and management.

	Drought proofing mainly through afforestation.

	Irrigation canals, including micro and minor irrigation works.

	Irrigation facility to lands owned by the underprivileged.

	Renovation and de-silting of traditional water bodies.

	Land development.

	Flood control, including drainage in waterlogged areas.

	Construction of all-weather rural roads, including culverts.


The performance of the programme in terms of coverage is good. Rural India now has 98.08 km of roads and 0.21 million water harvesting tanks with a capacity of 94.5 million cu.m. A total of 78,000 old water tanks/ponds with provisions for a storage capacity of 183.6 million cu.m have been renovated. In addition, the greening of barren or deforested lands, levelling of land for cultivation, earthen embankments (bunds) for arresting flood water, contour bunds, and the provisioning of irrigation to people from schedule castes and schedule tribes are some of the noticeable features now commonly observed in villages. This is a remarkable achievement compared to historical efforts in rural India. Table 1 details the status of the programme taken up for asset building based on 2011–2012 data.

Table 1. Physical Asset Built Under MGNREGA for the Financial Year 2011–2012



	Work Category
	
All India


	
West Bengal


	
East Medinipur


	
West Medinipur





	New water harvesting tanks
	
1,883,064


	
43,816


	
4,725


	
3,245





	(Numbers and volume in cu.m)
	
(691.02)


	
(1698.77)


	
(993.00)


	
(2989.00)





	Renovated water bodies
	
395,521


	
35,054


	
2,097


	
7,669





	(Numbers and volume in cu.m)
	
(1,866.25)


	
(2.09)


	
(890.00)


	
(1760.00)





	Flood control bunds
	
192,476


	
1169


	
1,735


	
890





	(Numbers and length in km)
	
(9.34)


	
(33.29)


	
(0.57)


	
(0.35)





	Irrigation canals
	
446,053


	
11,722


	
920


	
1,040





	(No. and length in km)
	
(22.94)


	
(1.92)


	
(0.68)


	
(0.80)





	Irrigation to lands of SC/ST
	
868,483


	
15,858


	
5,391


	
2,435





	(Nos. and area in ha)
	
(15.05)


	
(1.99)


	
(2.26)


	
(0.27)





	Drought proofing
	
886,724


	
100,194


	
1,733


	
1,145





	(Nos. and area in ha)
	
(5.84)


	
(2.84)


	
(0.50)


	
(0.65)





	Rural roads
	
1546875


	
77,540


	
4,711


	
11,200





	(No. and length in km)
	
(30.84


	
(0.88)


	
(0.59)


	
(0.52)





	Land development
	
686418


	
24,745


	
1,213


	
3,029





	(Nos. and area in ha)
	
(9.40)


	
(4.61)


	
(0.56)


	
(1.23)






SC/ST = Scheduled castes/Scheduled tribes

Notes: Figures in the brackets indicate average size or length per work

Source: NREGA, 2013

Once the major issues are tackled in a phase-wise, comprehensive manner, the MGNREGA programme is expected to bring a net change in a holistic form, leading to sustainable rural livelihoods in all respects in the following manner:



	Water resource conservation will help in adding more arable lands.

	Furthermore, increased land capacity will be attained by increasing the green index (forestation).

	Greater connectivity will facilitate the mobility of the people, not only by enhancing year-round activities but also by fulfilling additional infrastructural needs.


Constraints of MGNREGA

However, the expectations from the MGNREGA were not completely realised during its initial years because the returns from the assets were not uniform throughout the country (Table 1). The gains were positive in favourable pockets, but they were marginal in disadvantageous situations, the reasons being mostly generic. The works taken up during the last six years of the MGNREGA have opened up greater livelihood opportunities through the increased availability of wage income, but the issues related to physical assets and their performance levels are not sufficient. General concerns about the dissatisfactory returns (Agarwal, 2010) are discussed in the following section.

Most of the constructions are non-durable mainly due to inadequate time frames and a lack of fund utilisation (Bassi and Kumar, 2010) for basic maintenance of the facilities. The inappropriate selection of work is responsible for the partial success and cost overruns from, for example, the incorrect selection of plant varieties for drought proofing (Singh, Joshi and Joshi, 2012). Inadequate supervision during execution has added to this problem, and the main aim of the MGNREGA has been lost (Pankaj, 2012).

Return on investment (ROI) – the basic success factor for any investment, specifically construction projects, was not given equal priority irrespective of the work category. A study conducted by Verma (2011) in four states showed 100% effectiveness for the 6-year cumulative performance, whereas in the asset-wise breakdown, the ROI varied across different projects. Notably, water studies were taken as the most successful efforts, but the reliability of such findings is low because they were limited to only the best performing states. Moreover, ROI-based decisions are overly generalised, lacking precautionary measures, such as physio-climatological conditions (Verma, 2011) at micro-levels and technical expertise, which in turn determine the performance and durability of any structure. Therefore, cost recovery is also likely to be affected (United Nations Development Program, 2010). Factors related to the technical feasibility of work in relation to land quality and micro-climate were not properly addressed (Kareemulla et al., 2009).

The variations in ROI between new and renovated studies have also been observed in some cases (Verma, 2011) and are an indirect indicator of the deviation of the execution of works from the planned one. Interpreting this, it appears that the new works are usually performed on a short-term basis, as per MGNREGA mandates (limited time, employment generation and fund release), whereas the old works achieved through individual effort or as private ventures were performed with due diligence and articulation. Therefore, with minimal replenishment, those structures perform much more efficiently. Hence, the concerns or controversies identified so far through different research studies can be summarised as follows:



	Employment generation overshadowed minimal technical criteria. Schemes formulated for universal application without allowing for adjustments based on situational variations stand as perhaps the basic constraint in achieving the MGNREGA objectives.

	ROI (more precisely, the physical output) was affected because works were undertaken ad hoc to meet annual targets with no provisions for onsite testing for the applicability of schemes.

	Earth structures are more susceptible to climatic conditions and hence require extra precautionary measures to ensure durability and sustainability. Unfortunately, the MGNREGA, until now, has neither adopted any measure of pre-work feasibility studies of land conditions to prescribe suitable construction specification nor has it proposed any post-construction evaluation to estimate the realisation of adequacy level.


By analysing the above consequences as well as constraints arising from the MGNREGA’s norm-abided execution procedures, the present research attempts to explore the factors that impede the outcomes of sustainable built-up structures. The following issues have been taken up as major target areas of the current study:


	Selection of the schemes and their appropriateness in relation to their site of application.

	Identification of any gaps between prescribed construction procedures and end outcomes, i.e., the performance of built-up forms.

	Evolution of the appropriate measures to achieve the maximum benefits.


STUDY DESIGN AND APPROACHES

Two broad approaches have been adopted to fulfil the basic objectives of this research, the primary one being the micro-level introspection for which two different areas have been critically selected to examine the implications of landform situations on the attainment of efficiency. Both the areas are in the state of West Bengal, India and are under two different Gram Panchayats, or GPs (governing body at village level), but with contrasting micro-climatic and geological structures based on soil type, ground water table etc. being examined. The basic details of the study areas are presented in Table 2.

Second, out of all eight stipulated studies of the MGNREGA schedule of 2011–2012, observations have remained limited for the water management works. The attention toward the water-conservation-related works comprising restoration of traditional water bodies, check dams for the arresting of flood water, deepening of irrigation to SC/ST, beneficiaries of Indira Awas Yojana (IAY) housing scheme and beneficiaries of land reform (LR), which are the major types of the eight listed works (up to 2011–2012). These works were given higher priority after considering the agrarian base of India. Moreover, the works were selected based on their mutual functional complementarities in achieving sustainability, which is the top priority as per MGNREGA. This is also performed with the expectation that increasing all of the above-mentioned provisions will help in creating a demand for more transactions of goods and services and will ultimately result in a multiplier effect.

Table 2. Comparative Details of the Selected Study Areas



	Details
	Case Study Area A
	Case Study Area B



	Location
	District: East Medinipur
Block: Patashpur-I
GP: Chistipur-I
(10 revenue villages)
	District: West Medinipur
Block: Nayagram
GP: Kharikamathani
(16 revenue villages)



	Geo-hydrological characteristics
	Low lying alluvial, riverine plain
	Undulating dry lateritic terrain



	Height (mean sea level)
	6 m
	40 m



	Soil
	Clayey alluvial
	Coarse lateritic gravel



	Climatological condition
	Moist-sub humid
	Semi-arid



	Ground water table (min)
	2.133 m
	18 m–20 m
(semi-critical to critical)



	Slope
	1%–3%
	5%–7%



	Run-off co-efficient
	0.0–0.1
	0.0–0.3



	Usage
	Mainly agriculture (two to three crops)
	Mono-cropped, partially cultivated, barren with sketchy forest covers



	Existing water source
	Dug-out ponds and tube wells
	Few tube wells and shallow water ponds



	Infiltration/Percolation
	Slow seepage
	High percolation rate




Data Collection

This study is based on a detailed field investigation conducted from November 2011 to April 2012 followed by a repeat survey in September to October of 2012. This period from November to April is a lull period for cultivation and can be used as the acid test of the MGNREGA’s aim to provide work during off seasons. Moreover, this timeframe allowed direct observations to be made during the execution of water management works. In addition, their efficiency could be observed after construction. Information was obtained considering both quality and quantity. For the quantitative assessments, the rationale of the distribution in terms of quantities and requirements of the area was considered, whereas for the qualitative assessment, different stakeholders of the programme were interviewed.

Investigation Procedure

An open-ended questionnaire was used to obtain the opinions of the people and stakeholders based on a “face-to-face” approach using the Delphi concept. Here, the respondents are land owners, landless-labours, non-farm workers and Panchayat chiefs, i.e., people who are responsible for implementing the MRNREGA in their area, and their beneficiary. Hence, these people at the grass-root level were considered to be the best subjects to interview to evaluate the success of the scheme. The advantage of such a procedure is that it helps the respondent groups to disseminate their individual opinions, which ultimately led to a consensus being built on a particular problem/issue, combining all the major opinions.

The procedure in this approach comprises two stages of interactions. The first stage is to obtain general observations from each group, whereas in the second stage, interactions were classified into sections based on their social identity. Because the stakeholders are from different groups, differences in opinions are supposed to emerge depending on their personal interests and benefits. The purpose of the grouping is based on two considerations:


	The position in social hierarchy groups and stakeholders are variant, which determines to what extent the receiving dimension varies with the social positions.

	Therefore, it is also expected that the participation or level of involvement in the developmental programme also correlates with their possibility of receiving benefits.


For example, water harvesting is more beneficial to the owner of a tank compared to landless people or those not having any access to it. Screening is performed to determine all the major concerns, and to obtain directions based on emerging concerns, on-sight investigations were performed.

Before site visits were performed, the GP records were reviewed to note work-wise estimated targets and actual outcomes. The on-site investigations included the following: (1) measuring of the structural forms with measuring tape and testing of the quality of material used (observations followed by verification from a Junior Engineer appointed for the purpose), (2) testing the level of compactness by hitting and scratching sides/slopes and surface tops of roads and (3) measuring of dug-well water levels to estimate the ground water level during both pre-monsoon and post-monsoon periods (which fall within the survey period). A similar task was adopted for measuring the water retention capacity of open water tanks. The measurement of all structures was performed both times in the first year of the post-construction period (with special attention paid during the drier period of the second year). This was performed to gauge the efficacy of water management works that are supposed to be achievable through planned management and perfect implementation. All the measurements and observations were performed at three time points: (1) prior to the execution of the MGNREGA work in December of 2011, (2) during the construction phase, i.e., in April–May of 2012 and (3) during the post-monsoon period of September–October of 2012, which was a repeat survey. The data obtained from field investigations were further compared with standard guidelines and rules (Table 3). Note that indigenous methods adopted for the quality evaluation were purposively selected considering the MGNREGA guidelines whereby the use of machines/instruments is restricted.


Table 3. Comparative Details of the MGNREGA Water Management Works in Study Areas



	Details
	Desirable Specification
	Case Study Area A
	Case Study Area B



	Flood protection
	Embankment height above surface > normal flood water level (1.22 m in Area A)
	
10 bunds


	Avg. length 1.8 km

	Avg. capacity 2592.56 cu.m

	Avg. height 0.91 m


	
One bund


	Length 2.96 km

	Capacity 4946 cu.m

	Height 0.92 m





	Canal / channels
	The desired basin depth is 1.22 m–1.70 m (As specified by GP office)
	
Three diversion canals


	Avg. length 0.90 km

	Avg. depth 1.26 m


	
Five irrigation channels


	Avg. length 4.37 km

	Avg. depth 0.73 m





	Dug out pond / tank
	Basin depth is 2.14 m in Area A and 3.05 m–3.70 m in Area B with bed lining to reduce percolation rate (CGWB, 2010)
	
Only two


	Capacity 3500 and 5000 cu.m (avg. 4250 cu.m)

	Avg. length 33.12 m

	Avg. depth 3.83 m


	
27 new and six renovated


	Avg. capacity 353 cu.m

	Avg. length 15.2 m

	Avg. depth 2.18 m






Avg. = Average

OUTCOMES IN AREA A

Despite this area being a low-lying alluvial tract, drought is not a prevalent problem, and no significant work has been performed to prevent this problem. Water management works here mainly include flood protection through the use of embankments, de-siltation of existing tanks and a few dug-out tanks (Table 3). The land situation as depicted in Table 2 explains the characteristics of this soil quality as being alluvial-silt. The rate of percolation, hence, is also insufficient (as mentioned in the same table). Therefore, the works shown in Table 3 are considered to be suitable for the area.

Major works are comprised of water diversion canals and flood protection measures. Because traditional water bodies are already innumerable in number in this alluvial region, only two new canals were constructed, and additional emphasis was placed on flood protection. For this purpose, a total of 10 schemes have been adopted. These are all earthen bunds made to arrest the flow of flood waters from higher elevations. The length of these bunds vary from 0.80 km–3.90 km, with the maximum width being 1.22 m. The depths in most cases are inadequate, reaching 0.61 m–1.00 m, thereby attaining a maximum of 1.00 m–1.70 m for the total height of the bunds and the average height above the surface is 0.91 m. Hence, there is a shortfall in the required height of 0.16 m–0.30 m, which is necessary to stop flood waters at 1.22 m above the surface. This may be because the excavation range of between 1.00 cu.m–1.75 cu.m per man-day is 4%–28% less than the estimated quantity.

In the case of water conservation, only three water diversion channels with earthen embankments were built (0.30 km to 1.0 km long) in three different villages. In all cases, the desirable height of 1.5 m was not achieved due to the 8%–22% lesser amount of excavation (1.20 cu.m–1.40 cu.m per man-day). The water table of the area is potentially high: 2.8 m (normal) to 20 m (during dry seasons). The clayey soil increases the water retention capacity. During heavy rain, water overflows the embankments because of their low heights. In the case of heavy flush, the top cover becomes washed away each year, removing a minimum of 21.6 cu.m of earth; hence, the structures become susceptible to further erosion during subsequent flushes. As a result, the loss of water from the upper reaches causing water logging in lower reaches has become a chronic problem and in turn causes the overflowing of water bodies/tanks. This poses additional hindrance for the local livelihood concerning fish breeding despite an ideal soil pH value of 6.6–7 being available.

OUTCOMES IN AREA B

This area is located in one of the drought-prone areas and has a characteristic hard lateritic soil with undulation. The northern side of the administrative boundary is bordered by deep forest of indigenous plants and is comparatively higher than the southern and eastern part of the rest of the Panchayat area. Because of this slope pattern (varying from 5% to 7%), there are seasonal floods every year, whereby a large part of the lands lying in the south and west are affected during certain times of the year (July–September). This situation is in stark contrast to other areas that fall under this GP where the crisis is severe. The crisis is not only limited to agricultural lands but also to potable water availability. Mostly shallow water ponds and a small number of tubewells are used to mitigate this problem. Because of the undulation of a greater part of the land surface, the runoff coefficient is also comparatively higher than in Area A, and the percolation rate is also high. The undulating land and lateritic soils combine to result in a ground water table that is too low (8 m–20 m minimum), whereas in the summer, it decreases further. The details of the area are shown in Table 2.

There were 35 water management works, including (1) the renovation of six traditional water bodies and construction of 27 new dug-out tanks, (2) one irrigation source for scheduled caste/schedule tribe beneficiaries, (3) excavation (repair) of five shallow (0.61 m–0.91 m) irrigation channels and (4) construction of one earthen bund covering almost all the 16 mouzas, or administrative zones, under the selected GP.

For the water harvesting and conservation tanks, the capacity varied from 849.86 cu.m to 3665 cu.m for the renovated tanks, but the newly excavated ponds have storage capacities of only 108 cu.m–987 cu.m. As a result, the average value of 353 cu.m falls far below the requirement of a small neighbourhood because the minimum annual requirement of a five-member household is 73 cu.m (40 litres per capita per day), as per Indian standard (Bureau of Indian Standards, 2007).

The depth was only 2.13 m–2.74 m (average 2.18 m) (Table 3), for which the storage capacity is much lower than the required amount by 26%–30%. The summer ground water table varies from 50 m–70 m. In addition, the aquifer is highly limited and discontinuous. Because of the shallow depth and the higher percolation rate of lateritic soil, the water retention capacity of these tanks is very low. At the most, water persists in the tank beds for three to four months, depending on the volume and a rarely available impervious layer. Five small- to medium-sized irrigation channels along with one three-km-long irrigation canal-cum-flood-water-drainage channel were excavated, for which the depth is also inadequate.

DISCUSSION

The merits and demerits, as noted from the field study, from both of the areas were compared with relevant standard specifications. This information helped in identifying any deficiency in the programme as well as in formulating the recommendations. Because drought proofing through forestation is considered to be one of the contributing factors in the restoration of soil-water capacity, its focus has been omitted from the purview of the present work. Hence, a discussion excluding drought-proofing activities may limit the proper analysis of the effectiveness of water management works.

In Area A, aquifer-fed tanks have sustained water reserves throughout the year. Here, replenishment of water from underground aquifers is very fast, and a depth of 2.00 m–2.50 m is considered to be adequate. The scenario is altogether different in Area B, where a greater depth of 3.05 m–3.70 m is needed along with a bed lining to reduce the percolation rate (CGWB, 2010). Here, the increased seepage of water from the ponds makes them unsustainable unless there is sufficient discharge by surface runoff and unless greater excavation depths and measures for the reduction in percolation rates are jointly adopted.

The depth of the water conservation tanks depends on the catchment area and the soil quality (Baba Amte Centre for People’s Empowerment, 2006). The water harvesting tanks constructed as per the MGNREGA guidelines lack these technical qualities, a problem that is prominent in Area B. A biased focus on norm-compliance for employment generation within the annual fund has resulted in mismatches between the execution process and technical adherence, the consequence of which is further reflected in the emergence of non-viable structures, as discussed in the following section.


	Without defining the catchment areas and calculating the adequate storage capacity, disproportionate numbers of tanks are dug based on individual demand, leading to low water retention in dry regions such as Area B. Here due to high percolation rate of the soil, greater amount of run-off gets lost and only a small fragment is stored in the tanks. This can neither meet the daily water demand nor help in recharging the ground water.

	The higher evaporation rate, especially in these dry areas, due to inadequate vegetative cover on the land surface further affects the accumulation rate of in-built storage.

	Within budget constraints, the adequate depth of the tanks is not usually achieved, and only 12%–20% of the works are properly completed. Simultaneously, the size of ponds is limited by the small size of land under private ownership.


IDENTIFIED DEFICIENCIES IN THE MGNREGA

The in-built deficiencies of the programme design in general and technical flaws in particular are responsible for the inefficient structures being only partial successful.

Deficiency in Programme Design

Perspective planning as an integral part of the MGNREGA norm was not accompanied by any systematic study of the areas with reference to geo-hydrological variation and was not performed on an agro-climatological basis. For wage determination, the general soil condition was taken as a parameter (hard or soft), but no estimation was performed on the determination of the pond capacity in relation to the suitability of the land condition given by the soil structure and texture.

Although the maintenance of created assets is permissible under the MGNREGA, funds often become exhausted for new constructions, and almost no funds are left for maintenance, which is traditionally deemed as a “necessary evil” – an obligatory cost burden (Moua and Russell, 2001). Hence, no early intervention can be performed for early prevention; therefore, the lifespan of the assets becomes uncertain. Furthermore, because the structures are basically earthen built forms, the chance of aggravation tends to increase, thereby threatening sustainability.

Technical Deficiencies

Technical factors associated with the construction works covered in this study have been discussed in previous sections. The factor of geo-hydrological variation in the areas was not properly addressed by the MGNREGA guidelines before publication of the new MGNREGA Draft 2012 Guidelines (Ministry of Rural Development, 2012). Hence, the prior estimation of rainfall, size of catchment area, evaporation rate (min. 40% of the total rainfall), percolation rate in areas of coarser soil, and spillage in low-lying alluvial zones (Area A), all of which are considered as mandatory for estimating the dimensions of water harvesting ponds (Pacey and Adrian, 1989), remain unaddressed by implementing local GPs. Concerns about the low-quality structures and non-durability were also raised by many earlier researchers (Agarwal, 2010; Ambasta, Shankar and Shah, 2008; Bassi and Kumar, 2010). As a result, the executed construction works are mostly incomplete with reference to the defined size, capacity and manner of implementation.

SUGGESTED MEASURES

Any water conservation work must be made mandatory through a comprehensive framework of watershed planning. Instead of creating innumerable, fragmented small and non-viable ponds under individual ownership, policies should be focussed on constructing community-owned water harvesting assets in areas with a scarcity of water or with a <10% gentle slope (Pacey and Adrian, 1989). This will ensure the maximum runoff from the designated catchment area and the proper artificial recharging of the ground water table. However, the articulation at the policy level of the decision-making process may bring success even with manual labour and when using inexpensive indigenous materials if design and construction strategies are wisely formulated on a case-by-case basis.

The storage capacity of water bodies does not rely solely on the depth. Delineation of the catchment area governing the general slope pattern, vegetative cover, evaporation rate and runoff coefficients are considered as essential technical parameters. Both lateritic and alluvial soils must arrest high percolation rates, seepage and erosion. However, lateritic zones are more vulnerable. The first two issues can be addressed using proper side lining, such as using 100 to 250-micron-thick polythene sheets. Traditionally, seepage in lateritic soil is prevented by applying a 150-mm-thick mixture of white sand, silt and lime to the tank beds and sidewalls. In the lateritic areas, mulching and plantation are very effective in stopping sloughing down or subsidence of the soil of pond banks. Common species of Cucurbitacea plants (e.g., bottle gourd and pumpkin) cover the soil surface with larger leaves, and Ipomoea batatas (sweet potato) has a net-like root system that tightly grips the soil, preventing it from being denuded. In clayey alluvial zones, embankments must be stabilised with a combination of bamboo plugging and wire mesh such that a greater height can be achieved to prevent overflows of flood water.

CONCLUSIONS

The evidence discussed in the current study led to an important understanding that the planning and implementation of developmental interventions under the MGNREGA have progressed a long way insofar as transforming a declining economy into a sustainable one in the last six years. The venture has brought many positive changes to the rural environment through the investment of nearly INR 400 million a year for building a number productive stock, but it failed to bring the expected effective return.

The incorporation of schemes was essential, but these suffer from a lack of prudency in execution. A substantial number of examples of uncontrolled numbers of water structures without sufficient catchment area, inadequate sizes leading to insufficient storage capacities, and planting of non-indigenous plant species causing further depletion of water reserves in water-scarce areas can be found, ultimately resulting in low rates of return (Dreze and Khera, 2009).

The building of sound rural assets would have been a significant achievement if a plan having minimal scientific approaches were designed well in advance based on principles usually adopted in modern construction practices. Here, the concern is more about customisation based on local requirements rather than on cutting-edge design or construction techniques. For example, the minimum customisation measures adopted for road construction under PMGSY of 2000 could have been considered by the MGNREGA to produce better results. In brief, it is argued that a more diversified intervention with due flexibility or adjustability in application at the micro level is expected to bring about the novelty of the MGNREGA programme.
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Abstract: A construction project can be described as successful when it is completed on time, within budget and according to specifications. Post-evaluation plays a major role in the construction industry when determining whether the project is a success or a failure. The objectives of this paper are as follows: to provide an overview of an organisation’s interest in the post-evaluation system of the construction projects in the Gaza Strip, to identify and rank the most important factors used in the post-evaluation system for construction projects, to identify the obstacles of the post-evaluation system and to determine the factors that lead to a successful post-evaluation system. A structured questionnaire was adopted in this study; 40 questionnaires were distributed to international organisations that implemented construction projects in the Gaza Strip. The ordinal data were analysed by the relative important index method, which was used to rank the factors and the groups of the questionnaire and the nominal data were analysed by the relative frequency or percentage. The research findings revealed that international organisations in the Gaza Strip are concerned with the post-evaluation system of construction projects because post-evaluation is required by all donors. Cost, time and quality are found to be the most important group factors for the post-evaluation system of construction projects. The factors that are used in the process of post-evaluation include the following: project efficiency, owner satisfaction, project effectiveness, safety, risks, change orders, resources, communication, procurement and the environment. Overloaded projects were found to be the largest obstacle to the process of post-evaluation. A lack of awareness about post-evaluation will increase the risk of not complying with donor requirements, which affects potential future funding. Evaluator efficiency was found to be the most important factor leading to a successful post-evaluation system. This paper recommends that organisations consider other factors, such as safety and environmental impact. It is advisable to consider risk factors in the evaluation process because the Gaza Strip suffers from political and economic instability and to increase the evaluators’ awareness concerning environmental and safety impacts in the evaluation process. The findings from this study would also be valuable for all construction professionals involved in the construction industry in general.

Keywords: Construction, Donors, Project success, Post-evaluation

INTRODUCTION

Construction is one of the most important economic sectors in the world and it plays a major role in the development of any nation; for many centuries, it was considered one of the major indicators for measuring the economic growth of countries (Alzahrani and Emsley, 2013). The construction industry is different from other industries because of its unique characteristics, which include the construction process, project management methods, working environment and conditions and worker behaviours (Fang and Wu, 2013).


Meng (2012) agreed with Guangshu and Ershi (2009) that construction projects are very important because their results can be reflected on a society that needs the services to exhibit high performance. The evaluation of construction projects is one of the major tools used to ensure performance improvements and to minimise delays, cost overruns and quality defects. According to Fan and Sun (2010), evaluation is conducted at different project stages, which are divided into the following: evaluation of development, evaluation of implementation, evaluation of completion and evaluation of suspension. There are three types of project evaluation: pre-project evaluation, during-project evaluation and post-evaluation.

He and Mi (2009) stated that selecting criteria and determining performance indicators are difficult problems for evaluators. Cao and Hoffman (2011) agreed with Yanggyang and Ting (2011), who stated that some organisations’ project schedules were still used as the sole project performance measures and evaluation process: however, other organisations have also used deviations from budgets. Previous studies have shown that an evaluation system is a complex system and needs to be improved. In Palestine, the construction industry is one of the main economic supports (Mahamid and Bruland, 2012). In the Gaza Strip, the construction sector is expanding, contributing approximately 4.4% of the GDP growth by economic activity (World Bank, 2012). The objectives of this study are as follows: to identify the main factors for the post-evaluation system of construction projects, to identify the obstacles of the post-evaluation system and to determine the factors that lead to a successful post-evaluation system.

LITERATURE REVIEW

Governments and organisations are concerned with the success of construction projects despite the different challenges that are faced by the project parties and the increasing complexity in design and implementation (Alzahrani and Emsley, 2013). Project success can be defined as meeting the goals and objectives of the project that were determined in the plan stage. A successful project is defined as one that has met its technical requirements, maintained its schedule and remained within budget (Frimpong, Oluwoye and Crawford, 2003). Elattar (2009) stated that success is defined as the degree to which project goals and expectations are met. Fan and Sun (2010) stated that project evaluation is the recommended programme for environmental impact evaluation, financial evaluation, economic evaluation, social evaluation and risk analysis. Li and Xiong (2011) defined engineering project evaluation as a systematic evaluation of the project based on the process and results using specific criteria to provide some suggestions for decision makers and to improve the performance of later projects. The Scottish government (2012) defined the evaluation as the process of assessing the impact of the project, programme and policy during implementation or after the project has been completed. This means that there are three types of project evaluation processes:


	Pre-project evaluation before the project has begun to assess its impact

	During-project evaluation for monitoring and controlling the project implementation

	Post-evaluation at the end of the project and after completion


Wang et al. (2012) agreed with Olsson et al. (2010), who stated that the post-project evaluation is a comprehensive evaluation of indicators that are developed in the planned stage and includes the following: economic evaluations which have some indicators for actual costs and estimated costs, quality evaluation, effectiveness evaluation, safety evaluation and environmental evaluation. Cao and Hoffman (2011) reported that several organisations evaluate projects using cost and time. Schedules are still used as the sole project performance evaluation criteria at some firms, but this is ineffective because there are many inputs that affect project outcomes. Bing and Hao (2008) agreed that this traditional evaluation system is no longer applicable to the needs of construction organisations’ development. A project performance evaluation system should consider quality, degree of owner satisfaction and the environment. These factors are critical for evaluating the performance of engineering projects (Guangshu and Ershi, 2009).

Post-Evaluation Factors in Construction Projects

It is important to evaluate a construction project to determine if the project has succeeded or failed. According to Elattar (2009), there is no single list that will ever be totally comprehensive in regard to a definition of success for a project. The criteria change from project to project and from place to place because the types of criteria and the differentiated parties affect the selection criteria. Several previous studies have illustrated several criteria that have been used; these criteria are presented below.

Time, cost and quality evaluations

Wen-Zhhou and Jia (2007) reported that the main factors in evaluating construction projects are time, cost and quality. Xian, Lingling and Ping (2009) stated that these three factors in project development remain in constant tension and influence the project objectives. Elattar (2009) stated that project success is the goal of all construction parties and the previous three factors are the basic criteria used to achieve this goal. Fan and Sun (2010) remarked that it is difficult to achieve the highest performance for these three factors at the same time. Cost evaluation is conducted by comparing the actual cost with the planned costs: if there is a deviation, the reason must be found. Mahamid and Bruland (2012) stated that the construction industry is full of projects that were completed with significant cost deviations. Many projects suffered from cost deviation; cost underestimates are more common than are cost overestimates in construction projects. According to Frimpong, Oluwoye and Crawford (2003), monthly payment difficulties from agencies are the most important delay and cost factor overruns in developing countries. Indeed, low-cost, speedy construction should not be achieved at the expense of the quality of the project (Alzahrani and Emsley, 2013). The actual timeframe is an important criterion because it indicates if a project is completed on time or if it is delayed and the actual cost is important because it indicates if a project is completed within budget or if it is over budget. Some problems will affect the compliance with specifications and may be noted as quality defects (Meng, 2012).

Resource evaluation

Alzahrani and Emsley (2013) remarked that people are responsible for creating, managing, operating and utilising projects; they play a major role in the success or failure of a project. Contractors need to provide qualified and skilled staff that has project management responsibilities and execution capabilities during construction to deliver a successful project. Fan and Sun (2010) stated that human resource evaluation includes evaluating the staff requirements, ascertaining tasks from the available workers and the incentive mechanism on the basis of performance appraisals. Meng (2012) showed that it is very important to realise that performance measurement and improvement work well when they are linked to an incentive and disincentive mechanism. Cheng and Fan (2010) constructed a model for evaluating the human resource performance in projects.

Efficiency and effectiveness evaluation

Xu and Yeh (2011) focused their study on two aspects for evaluating projects:


	Efficiency: This aspect is related to the numbers of inputs and outputs, whereby many outputs using minimum inputs needs to be achieved and is often defined as “doing things right”.

	Effectiveness: This aspect is related to the degree of the project objective achievement and is often defined as “doing the right things”.


They concluded that these two dimensions of the evaluation are not correlated with each other because the project may achieve all objectives but be inefficient. In addition, the project may be efficiently performed, but the degree of objective achievement may not be high. These dimensions are very useful when comparing the performance of projects with other projects because these dimensions help to establish benchmarks of high-performance projects and allow decision makers to learn how to improve the performance of later projects. According to Meng (2012), the best value and mutual benefits can only be achieved through a shared commitment between parties toward common goals and objectives to ensure that the interests of every party involved will be best served by concentrating on the overall success of the project.

Procurement evaluation

The term procurement process is used to describe the process required to supply equipment, materials and other resources required to carry out a project (Alarcón, Rivas and Serpell, 1999). This process usually involves various sub-processes, such as acquisition, purchasing, logistics, monitoring, quality assurance and contract administration. The main problem of procurement is related to schedule delays and to a lack of specified quality for the project. To prevent this situation, it is often necessary to dedicate important resources such as money, personnel and time to monitor and control the process as planned. The authors recommended using performance indicators to evaluate the procurement process. Frimpong, Oluwoye and Crawford (2003) stated that material procurement and the escalation of material prices have a degree of influence on time and costs.

Communication evaluation

Son et al. (2012) stated that construction is an information-intensive industry and the success of a construction project is dependent on the availability of accurate and timely data. During the implementation phase of a construction project, a large amount of information is generated, processed and stored and such information should be provided to construction professionals. Elattar (2009) highlighted the importance of an interactive communication process during the various stages of construction projects to facilitate effective coordination throughout the project lifetime and to provide sufficient information about the project to the appropriate stakeholders. According to Meng (2012), the lack of open communication is a main reason for the failure of construction projects. The open exchange of information and effective communication facilitate the exchange of ideas and visions, which can result in fewer misunderstandings and open and effective communication can reduce cost overruns.

Environmental evaluation

Alzahrani and Emsley (2013) stated that environmental protection is no longer simply a concept; it has become a challenge facing the construction industry worldwide. Failure to meet environmental obligations at any point during construction could be very costly in terms of costs and delays to the project. Fan and Sun (2010) stated that an environmental evaluation is used to determine the site, investigate environmental conditions, identify and analyse the impact on the environment, propose environment protection measures and ensure environmental protection.

Risk evaluation

Altug (2002) concluded that risks are a major part of post-project evaluations and vice versa. Learning points are easily identified in risk issues and the risk management process outcomes may provide insights into the weaknesses in the project management processes. Post-project evaluation helps in building a knowledge database of possible risks, which is to be used in the risk management process. Historical databases may help to manage the risk checklists and create information for estimations and response strategies. It is important to clearly define responsibilities in the contracts and allocate risks equitably (Meng, 2012).

Safety evaluation

Li and Li (2009) remarked that the poor safety performance of the construction industry continues to give cause for concern in the international community. A proper performance evaluation is also found to be crucial for effective safety management at construction sites. Construction accidents have not been effectively prevented. There are various factors influencing safety management in the construction industry. These factors can be grouped into peoples’ roles, organisation, management, technology and industrial relationships. Alzahrani and Emsley (2013) stated that the construction industry has long been known to lag behind other industries; it has the highest rate of accidents among all industries. Accidents in construction may stop work in one area of the job and lower work morale, thus decreasing productivity. The measurement of safety is mainly focused on the construction period because most accidents occur during this stage.

Owner satisfaction evaluation

Li and Xiong (2011) stated that the satisfaction degree of the owner should be included in the evaluation system. According to previous studies (Wen-zhhou and Jia, 2007; Fan and Sun, 2010; Mahamid and Bruland, 2012), the primary objective of the owner is to accomplish the project on time and within budget while meeting quality and safety requirements and specifications.

Based on previous studies, 34 factors, which are distributed into 13 groups, were identified, as illustrated in Table 1.

Table 1. Factor Groups of the Post-Evaluation of Construction Projects
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METHODOLOGY

A questionnaire was adopted in this study to investigate the evaluation system in construction projects in the Gaza Strip-Palestine. The survey was used because it is one of the most speedy and economical methods for collecting a large amount of data in a short period. From the literature review and from previous studies, the researchers used different methods to achieve the objectives and goals of the research. Alzahrani and Emsley (2013) used a questionnaire to study 35 critical success factors that greatly impact the success of projects from a post-construction evaluation perspective. Meng (2012) developed a questionnaire with 10 factors to study the effect of relationship management on project performance in construction; in addition, he used interviews as a complement to the questionnaire to examine the findings of the questionnaire result analysis. Frimpong, Oluwoye and Crawford (2003) used a questionnaire with 26 factors to evaluate and analyse the causes of delays and cost overruns in groundwater projects in Ghana. Cao and Hoffman (2011) answered their research questions and achieved their objectives by using the case study approach for designing a project performance evaluation system; they gathered data for the case study by conducting interviews. He and Mi (2009) adopted a case study for the application of the quality function employed method (QFD) to engineering project evaluation. The researchers tended toward questionnaires for collecting data because compared to other data collection methods, questionnaires are cheaper, less time consuming and yield larger amounts of data; interviews are used to obtain more knowledge and practical information about evaluation factors.


A total of 40 questionnaires were randomly distributed to project managers/coordinators involved in the post-evaluation process in international organisations. A total of 35 questionnaires were received, yielding an 87% response rate. The questionnaire was constructed based on a literature review and on face-to-face interviews with six project managers with more than 15 years of experience in the project evaluation process. Prior to the interview, questions regarding various factors were prepared, the interviews were conducted while preparing the literature review between February and March of 2013, each interview was transcribed and lasted 40 minutes on average and every factor identified in the interviews were considered on the questionnaire to identify other important factors of the evaluation system. A total of 34 factors distributed into 13 groups were identified and reported in 18 previous studies, as shown in Table 1. As a result of the face-to-face interviews, 16 factors and one group on variation orders were added and according to their practical experience, the interviewees add the following factors:

1. Additional factor for time:

a. Effective use of time to perform tasks: Given an activity, the time it takes to be accomplished, spending time on the activity at hand as opposed to other activities, which wastes time.

2. Additional factors for cost:

a. Human resources cost: This includes the wages of workers and the number of workers, comparing it with other workers’ wages in the country and determining if it is considered as a heavy load on the project budget.

b. Physical resource cost: This includes equipment, devices and material costs.

c. Financial transfers: In the Gaza Strip, transferring money to the organisations that implement projects is difficult and takes time, especially when donors are external. In some projects, this causes many problems with contractors because of payment delays.

3. Additional factors for quality:

a. Monitoring and controlling quality plans: In the planning stage, a plan for quality with achievable milestones is prepared and if management considers this plan in the implementation, the quality is monitored and corrective actions are taken. This also includes what was monitored and what control methods were used.

b. Reasons for low quality: If the quality of the work carried out did not meet the requirements, what were the reasons that led to this? The reasons for this may be the unqualified workers, inappropriate materials, or the construction method not being practical or appropriate.

4. Additional factors for physical resources:

a. Site/office fittings: the facilities and fixtures of the site office and the main office.

b. Transportation: the method of transporting workers, materials, equipment and machinery to the site.


5. Additional factor for project effectiveness:

a. The influence of project objectives in achieving the organisational goals.

6. Additional factor for procurements:

a. The procurements plan: the methods of acquiring resources for the project.

7. Additional factors for communication:

a. Parties’ ability to provide means of communication: This includes the ability of owners, designers, engineers, contractors, subcontractors, workers and all parties working on the project to use means of communication and utilise technology such as mobile mail.

b. Hierarchy in data transformation: compliance with the project structure or organisation structure in transferring data.

8. Additional factor for environment:

a. Problems damage the environment during implementation: Some problems may occur during implementation, the causes of which are not being considered in the beginning, which may negatively impact the environment.

9. Variation order group and their factors:

a. Changes in design.

b. The effect of changes on time.

c. The effect of changes on costs.

In addition, five factors concerning obstacles of post-evaluation systems and eleven factors that lead to a successful post-evaluation system were identified from previous studies. A pilot study was conducted by distributing the modified questions to five experts to identify ambiguous questions and to test the techniques used to collect data. The results of the pilot study were reviewed and minor adjustments were made accordingly to produce the final questionnaire.

The respondents were asked to rate the importance of each factor using a five-point Likert scale. To measure attitudes with respect to the surveyed variables, the Relative Importance Index (RII) technique was employed. This technique is widely used to analyse the factors affecting the accuracy of cost estimations. The relative index technique has been widely used in construction research for measuring attitudes with respect to surveyed variables. Likert scaling was used for ranking questions that have an agreement level. The respondents were required to rate the importance of each factor on a five-point Likert scale using 1 for “not important”, 2 for “of little importance”, 3 for “somewhat important”, 4 for “important” and 5 for “very important”. Then, the relative importance index was computed using the following equation:
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where W is the weight given to each factor by the respondent, which ranges from 1 to 5; n1 is the number of respondents indicating “not important”; n2 is the number of respondents indicating “of little importance”; n3 is the number of respondents indicating “somewhat important”; n4 is the number of respondents indicating “important”; and n5 is the number of respondents indicating “very important” (Enshassi et al., 2007). A is the highest weight (i.e., 5 in the study) and N is the total number of samples. The relative importance index ranges from 0 to 1 (Naoum, 2007).

RESULTS AND DISCUSSION

Respondents’ Profile

Table 2 illustrates the results of the respondents’ profile. Most of the respondents have experience totalling more than nine years and most of them are project coordinators.

Table 2. Respondents’ Profile



	
General information


	
Frequency


	
Percent





	Types of Organisation



	Owner
	
22


	
62.86%





	Consultant
	
13


	
37.14%





	Types of Projects



	Buildings
	
22


	
62.86%





	Roads and transportation
	
3


	
8.57%





	Water and sewage
	
3


	
8.57%





	Other
	
7


	
20%





	Experience of the Organisation



	0–3 years
	
1


	
2.86%





	Three to five years
	
1


	
2.86%





	Five to 10 years
	
2


	
5.71%





	10 to 15 years
	
6


	
17.14%





	15 to 20 years
	
12


	
34.29%





	20 years or more
	
13


	
37.14%





	Number of Projects Executed in the Last Five Years



	0–10 projects
	
7


	
20%





	10 to 20 projects
	
7


	
20%





	20 to 30 projects
	
9


	
25.71%





	30 projects and more than
	
12


	
34.29%





	Value of Executed Projects in the Last Five Years



	USD 0–1 million
	
10


	
28.57%





	USD 1 million to 5 million
	
5


	
14.29%





	USD 5 million to 10 million
	
8


	
22.85%





	USD 10 million or more
	
12


	
34.29%





	Job Title of the Respondent



	Organisation Manager
	
0


	
0%





	Project Manager
	
10


	
28.57%





	Project Coordinator
	
16


	
45.72%





	Site/Office Engineer
	
9


	
25.71%





	Experience of the Respondent



	0–3 years
	
2


	
5.71%





	Three to five years
	
4


	
11.43%





	Five to 10 years
	
3


	
8.57%





	10 to 15 years
	
12


	
34.29%





	15 to 20 years
	
9


	
25.71%





	20 years or more
	
5


	
14.29%






Organisation Interest in Evaluation System

The results regarding the organisation interest in the evaluation systems of construction projects in the Gaza Strip are shown in Table 3.

Table 3. Organisation Interest in Evaluation Systems of Construction Projects in the Gaza Strip



	Factor
	
Percent%





	
Yes


	
No


	
Sometimes





	Your organisation has a specialised person for the monitoring and evaluation process.
	
51.43


	
17.14


	
31.43





	Your organisation has a template form for the post-evaluation of construction projects.
	
42.86


	
37.14


	
20.00





	During the preparation of construction project proposals, the budget of the evaluation stage is considered.
	
65.71


	
8.57


	
25.71





	A plan is created for the post-evaluation of construction projects.
	
48.57


	
17.14


	
34.29





	Your organisation acquires an external consultant to evaluate construction projects.
	
25.71


	
31.43


	
42.86





	The donor has a major role in the evaluation stage.
	
65.71


	
5.71


	
28.57





	The construction type affects the project evaluation.
	
57.14


	
5.71


	
37.14





	The project size affected the presence of the evaluation stage.
	
31.43


	
45.71


	
22.86





	The delay of the evaluation leads to an imbalance in the organisation performance.
	
40.00


	
25.71


	
34.29





	Evaluating projects leads to an improvement in the performance.
	
97.14


	
0.00


	
2.86






The results showed that 51.43% of the respondents stated that their organisations have a specialised person for project monitoring and evaluation because their employees have a large amount of experience. In contrast, 31.43% of respondents chose “sometimes” because project evaluator may be available during and after the completion of the project. 17.14% of the respondents stated that their organisations do not have a project evaluator because they are not interested in the evaluation process. 42.86% of the respondents have a template for the evaluation system for construction projects. 37.14% of the respondents do not have a template; some of these organisations have a specialised evaluator or external evaluators. The results showed that 20% of the respondents sometimes have templates; this is when it is required by donors.

65.71% of the respondents agreed that their organisations considered a special budget for the evaluation phase budget when they prepare proposals for construction projects. 48.57% of the respondents agreed with the creation of an evaluation plan because they believed that it is crucial to have a formal plan. The findings revealed that 42.86% of the respondents acquired external consultants for the project evaluation when it was required by donors because they do not have a specialised person in their organisations for such an evaluation. The results showed that most respondents stated that donors have a major role in the evaluation stage. Some donors required to be present during the evaluation process when this is considered in the budget.

57.14% of the respondents agreed that the construction project type affected the main factors of the project evaluation. Each project is unique in its characteristics; the evaluation indicators for educational construction projects are different to the indicators for healthcare projects. 45.71% of the respondents did not agree that the size of projects affected the evaluation process; this is because these organisations have a permanent specialised person for evaluations. The results indicated that most respondents (97.14%) agreed that evaluating projects leads to an improvement of the performance. This means that organisations have an awareness about the benefits of the post-evaluation system.

Ranking of Factors That Are Used in the Post-Evaluation Process

The results in this section illustrated the relative importance index and the ranks of the factors for post-evaluation systems that are used in construction projects in the Gaza Strip. Table 4 shows a summary of the standard deviation, relative importance index and the rank for each factor.

Table 4. Factors of the Post-Evaluation System in Construction Projects



	Post-Evaluation Factors
	
Standard Deviation


	
RII


	
Group Rank


	
Total Rank





	Time



	Actual duration
	
7.874

	
0.846

	
1

	
5




	Planned duration
	
8.367

	
0.829

	
2

	
9




	Insufficient time for completing a project
	
7.517

	
0.817

	
3

	
11




	Delay
	
7.000

	
0.783

	
4

	
19




	Effective use of time to perform task
	
5.788

	
0.754

	
5

	
25




	Cost



	Budget or planned cost
	
7.583

	
0.863

	
1

	
1




	Actual cost
	
7.778

	
0.851

	
2

	
4




	Reasons for cost increase
	
5.874

	
0.789

	
3

	
16




	Financial transfer
	
5.958

	
0.783

	
4

	
18




	Cash flow
	
5.788

	
0.771

	
5

	
21




	Human resource cost
	
6.164

	
0.749

	
6

	
27




	Physical resource cost
	
6.745

	
0.749

	
7

	
28




	Quality



	Compliance with specifications
	
6.633

	
0.800

	
1

	
14




	Monitoring and controlling quality plans
	
5.874

	
0.783

	
2

	
17




	Reasons for low quality
	
6.083

	
0.766

	
3

	
23




	Human Resources



	Staff efficiency
	
8.972

	
0.840

	
1

	
6




	Number of workers per project
	
5.788

	
0.720

	
2

	
32




	Incentives
	
6.595

	
0.686

	
3

	
45




	Performance evaluation
	
5.941

	
0.663

	
4

	
48




	Physical Resources



	Devices and equipment
	
5.148

	
0.743

	
1

	
29




	Materials
	
7.176

	
0.726

	
2

	
31




	Site/office fittings
	
5.099

	
0.714

	
3

	
34




	Transportation
	
5.701

	
0.651

	
4

	
49




	Project Efficiency



	Project outputs
	
6.442

	
0.800

	
1

	
13




	Comparison of inputs with outputs
	
5.788

	
0.777

	
2

	
20




	Usage of available resources
	
6.124

	
0.754

	
3

	
26




	Project Effectiveness



	Project objective achievement
	
6.964

	
0.834

	
1

	
7




	The influence of project objectives in achieving the organisational goals
	
6.442

	
0.806

	
2

	
12




	Procurements



	Resource acquisition process
	
4.743

	
0.703

	
1

	
36




	Procurement plan
	
7.348

	
0.691

	
2

	
42




	Communication



	Ambiguous communication process between all parties
	
7.141

	
0.731

	
1

	
30




	Information transferred to the right person at the right time
	
6.442

	
0.714

	
2

	
35




	Parties ability to provide means of communication
	
6.633

	
0.691

	
3

	
40




	Hierarchy in data transformation
	
5.431

	
0.669

	
4

	
46




	Problems occur because of misunderstandings
	
8.124

	
0.600

	
5

	
50




	Environment



	The environmental impact
	
6.042

	
0.720

	
1

	
33




	Problems resulting from damage to the environment
	
4.637

	
0.686

	
2

	
43




	Risks



	Organisational ability to address risks
	
6.442

	
0.760

	
1

	
24




	Allocated risks to contract parties
	
6.481

	
0.691

	
2

	
39




	Actual risks
	
5.385

	
0.686

	
3

	
44




	Risk plan
	
5.958

	
0.663

	
4

	
47




	Safety



	Compliance with safety regulations
	
5.831

	
0.771

	
1

	
22




	Accident occurrence
	
5.196

	
0.703

	
2

	
37




	Safety responsibility
	
7.036

	
0.691

	
3

	
41




	Variation Orders



	The effect of changes on costs
	
7.906

	
0.823

	
1

	
10




	The effect of changes on time
	
7.874

	
0.794

	
2

	
15




	Percentage changes in design
	
6.042

	
0.691

	
4

	
38




	Owner Satisfaction



	Project completion within budget
	
7.583

	
0.863

	
1

	
1




	Project completion on time
	
8.276

	
0.863

	
2

	
3




	Project completion according to the specifications
	
7.483

	
0.834

	
3

	
8





Table 4 shows that the actual duration is ranked as the first position in the time evaluation group, with an RII = 0.846. Identifying the actual duration is important and helpful in the process of evaluation. This result is in line with Meng (2012), who stated that the actual duration is important in evaluating the time of construction projects because it indicates whether a project is completed on time or delayed, which affects costs and quality. The budget, or planned cost, is ranked as the first position in the cost evaluation group, with an RII = 0.863, whereas the actual cost is ranked as the second position, with an RII = 0.851, which is close to the first position. The actual cost is very important to the evaluated cost, which determines if the project has been implemented within its budget. The results contradict the findings of a study conducted in UK by Meng (2012), who found that the actual cost was the most important factor in the cost evaluation of construction projects and that budget did not have the same importance. This discrepancy is not unexpected because of the nature of funding for construction projects in the Gaza Strip carried out by organisations using external funding, whereby the budget is difficult to increase. Therefore, the focus is on the planned cost and actual cost and the completion of the project within the planned cost to attract funding for other projects from external financiers. The demographics also play an important role, especially because the Gaza Strip is going through a reconstruction phase after the two wars, while projects in the UK were likely to secure funds from within the kingdom and thus, there may be more flexibility in increasing funding.

According to Table 4, compliance with specifications comes in first in the quality group, with an RII = 0.800. This is because the specifications are determined at the beginning of the project based on the agreement between both owners and donors. The situation in the Gaza Strip is politically and economically unstable; the closures of crossings may force changes in the specifications. Therefore, it is necessary to evaluate compliance with the specifications of the newly approved materials. These result agreed with Alzahrani and Emsley (2013), whereby the most important factor in the quality evaluation in construction projects is to evaluate if the work performed conforms to the specifications established for the project. The efficiency of staff was ranked as the first position of the human resources group in construction projects, with an RII = 0.840. In the Gaza Strip, many unskilled youth work in construction projects and are poorly paid by contractors. This negatively affects the quality of the work and hence the timeframe and costs of the project. Cheng and Fan (2010) confirmed the importance of staff wages and incentives.

Devices and equipment, materials and site/office fittings have similar relative importance indexes of 0.743, 0.726 and 0.714, respectively. This means that when physical resources in construction projects are evaluated, these three criteria are equally important. Project output occupied the first position when evaluating the efficiency group of the construction projects, with an RII = 0.800. Project objective achievement was ranked as the first position in the effectiveness evaluation group, with an RII = 0.834. For evaluating procurement, Table 4 shows that the resource acquisition process ranks as the first position, with an RII = 0.703. This result can be interpreted as the acquisition process affecting the project implementation, especially in the Gaza Strip, which suffers from resource shortages. The process of acquiesce labour, material and equipment consumes time and financial resources and affects quality.

The existence of an ambiguous communication process between all parties ranks as the first position in the communication group, with an RII = 0.731. This result agrees with Son et al. (2012), Elattar (2009) and Meng (2012), who stated that an effective communication process leads to a successful project and to reduced misunderstandings and cost overruns. The environmental impact after completion of the project occupied the first position, with an RII = 0.720. Evaluating the organisational ability to address risks is ranked as the first position, with an RII = 0.760. This result reflects the situation in the Gaza Strip, which suffers from unstable conditions; thus, any organisation needs to respond to any unpredictable events. The Cooperative Housing Foundation (2011) was coordinating with the United States Agency for International Development (USAID) and the Israeli government to move the necessary construction materials into Gaza to complete its projects. This result is in contrast to a study conducted in the UK by Meng (2012), whereby allocation of risk between parties was the most important factor, which is ranked as the second position in our studies, with an RII = 0.691. This can be traced to the different research location environment of both countries. However, it is necessary to determine which party construction risks will be allocated to. In the Gaza Strip, the situation is unstable and there are other construction risks related to the political and ecumenical situation in the Strip. Organisations cannot control this situation; therefore, the ability to address risks needs to be evaluated.

The criterion that occupies the first position in evaluating safety was compliance with all safety measures to avoid accidents, with an RII = 0.771. This result is in agreement with Li and Li (2009), who connected all safety factors with safety management, which includes applying safety measures, rules and regulations to avoid accidents. Concerning the variation order group, the effect of changes on costs was ranked as the first position, with an RII = 0.823. With regard to the owner satisfaction group, implementing projects within budget and on time have the same RII of 0.863, but according to the standard deviation, implementing the project within budget has a value of 7.583; therefore, it occupies the first position and implementing the project on time occupies the second position, with a value of 8.276 for the standard deviation. The implementation conforming to the requirements occupies the third position, with an RII = 0.834. This result is in agreement with some previous studies (Wen-zhhou and Jia, 2007; Fan and Sun, 2010; Mahamid and Bruland, 2012), which stated that the primary objective of the owner is to accomplish the project on time and within budget while meeting quality requirements and specifications.

Summary of the Most Important Factors Affecting Post-Evaluation Process

Table 5 shows the most important factors for the main groups of the post-evaluation process of construction projects in Gaza Strip with their standard deviation, relative importance index, rank and the group.

Table 5. The Most Important Factors in the Main Groups



	Criteria
	Group
	
Standard Deviation


	
RII


	
Rank





	Budget or planned cost
	Cost
	
7.583


	
0.863


	
1





	Implementing project within budget
	Owner satisfaction
	
7.583


	
0.863


	
1





	Implementing project on time
	Owner satisfaction
	
8.276


	
0.863


	
3





	Actual cost
	Cost
	
7.778


	
0.851


	
4





	Actual duration
	Time
	
7.874


	
0.846


	
5





	Staff working efficiency
	Human resources
	
8.972


	
0.840


	
6





	Project objective achievement
	Project effectiveness
	
6.964


	
0.834


	
7





	The implementation conforming to the requirements
	Owner satisfaction
	
7.483


	
0.834


	
8





	Planned duration
	Time
	
8.367


	
0.829


	
9





	The effect of changes on cost
	Variation orders
	
7.906


	
0.823


	
10






According to the respondents, budget or planned cost from the cost group, implementing the project within budget, or the planned cost and on time from the owner satisfaction group are the top two significant criteria for the main factors of the post-evaluation, with an RII = 0.863, but the standard deviation (7.583) places the budget and implementing projects within budget as the first position. These results are in agreement with previous studies (Wen-zhhou and Jia, 2007; Fan and Sun, 2010; Mahamid and Bruland, 2012), whereby the main objectives of any project is to achieve the goals of the project within budget and on time. Any cost and time overruns may cause problems for the involved parties. Actual costs occupies the fourth rank, with an RII = 0.85 and the actual duration follows with an RII = 0.846.


Ranking of Group Factors for the Post-Evaluation System

According to the respondents, the cost group was ranked as the most important group for the post-evaluation system of construction projects, with an RII = 0.937 (Table 6). Time is the second group, with an RII = 0.926. Quality was ranked as the third rank, with an RII = 0.880. The fourth group was project efficiency, with an RII = 0.857; project efficiency is important for comparing the total inputs with outputs and for comparing the cost (input), which is affected by resources and time, with the implementation working quality (output).

These three groups are critical because the Gaza Strip depends on external donors who are focused on costs and who always demand extensive details about the expenditures. The unstable situation influences the project time and quality because the political and economic risks are high. A successful project is defined as one that has met its technical performance goals, maintained its schedule and remained within budget (Frimpong, Oluwoye and Crawford, 2003; Wen-zhhou and Jia, 2007; Fan and Sun, 2010; Mahamid and Bruland, 2012).

Table 6. RII and Ranks of Group Factors for the Post-Evaluation System



	Group Factors
	
Standard Deviation


	
RII


	
Rank





	Cost
	
10.630


	
0.937


	
1





	Time
	
10.100


	
0.926


	
2





	Quality
	
8.367


	
0.880


	
3





	Project Efficiency
	
8.000


	
0.857


	
4





	Owner Satisfaction
	
8.000


	
0.857


	
4





	Project Effectiveness
	
8.602


	
0.789


	
6





	Safety
	
6.042


	
0.783


	
7





	Risks
	
5.339


	
0.760


	
8





	Variation orders
	
5.874


	
0.749


	
9





	Human Resources
	
7.000


	
0.720


	
10





	Physical Resources
	
6.964


	
0.709


	
11





	Communication
	
6.164


	
0.703


	
12





	Procurements
	
5.745


	
0.669


	
13





	Environment
	
6.042


	
0.634


	
14






The environment group was ranked as the last position, with an RII = 0.634. Environmental issues in construction projects are considered as new issues in the evaluation system in the Gaza Strip; many engineers are not familiar with this term. Some international organisations in the Gaza Strip have conducted evaluations of the environmental impact in the proposal stage and some considered this evaluation group after the completion of the project. Alzahrani and Emsley (2013) stated that the environment is becoming a measure of success in addition to the classic triangle of time, cost and quality.


Obstacles of the Post-Evaluation System

The respondents agreed that overloaded projects and the need to complete the project and move on to other projects without evaluation is the most important obstacles in the post-evaluation system, with an RII = 0.811 (Table 7). When there are too many projects that are implemented at the same time and when other projects are waiting to start, there is a lack of time to evaluate the project after completion, especially when there is a lack of resources and insufficient funding for the use of external experts to evaluate the construction projects. The second factor is a lack of organisational awareness about evaluations, with an RII = 0.794. This is due to the lack of specialised staff in project evaluation and due to the organisation being unaware of the importance of post-evaluation.

Table 7. Obstacles to the Post-Evaluation System



	Obstacles
	
Standard Deviation


	
RII


	
Rank





	Overloaded projects and the need to complete the project and move on to other projects without evaluation
	
6.124


	
0.811


	
1





	Lack of organisational awareness about evaluations
	
7.246


	
0.794


	
2





	Cost evaluation
	
6.481


	
0.789


	
3





	Time consuming
	
7.176


	
0.754


	
4





	Objectives are ambiguous
	
5.612


	
0.737


	
5






Factors Leading to Successful Post-Evaluation Systems

The findings in Table 8 reveals that evaluator efficiency is the most important factor that leads to a successful post-evaluation in the Gaza Strip with an RII = 0.880, followed by sufficient budget for evaluation with an RII = 0.851. The evaluator efficiency is considered the most important element in the project evaluation system. Sufficient budgets is the second-most-important factor; evaluation systems require many resources and require substantial amounts of time and thus financial resources. The third factor is an ambiguous evaluation plan, which is affected by the evaluator efficiency. A neutral evaluator and impartiality is another factor for success.


Table 8. Factors That Lead to Success in an Evaluation System



	Factors
	
Standard Deviation


	
RII


	
Rank





	The evaluator efficiency
	
8.689


	
0.880


	
1





	Sufficient budget for evaluation
	
7.681


	
0.851


	
2





	An ambiguous evaluation plan
	
7.348


	
0.840


	
3





	Interim assessments
	
7.483


	
0.806


	
4





	The neutrality of evaluator
	
7.649


	
0.806


	
5





	The clarity of objectives
	
5.612


	
0.800


	
6





	Availability of data and documents related to the project
	
7.246


	
0.800


	
7





	The accurate determination of indicators
	
7.314


	
0.783


	
8





	Using appropriate tools to collect data
	
8.000


	
0.777


	
9





	Involve all parties in the evaluation process
	
5.874


	
0.749


	
10





	The actual perception in the organisation of the importance of evaluation
	
5.612


	
0.731


	
11






CONCLUSION AND RECOMMENDATIONS

The studies on post-evaluation systems are limited and include few evaluation factors for time, cost and quality. These factors are important, but there are other factors that projects should consider. Some research studies addressed individual factors but did not address all the factors in one study. The significant contribution of this research is the identification of the most important factors for the post-evaluation of construction projects in the Gaza Strip under one study. The area has shown significant growth in the construction sector, whereby it is very important to assess project success and many lessons can be learned that will be useful for increasing the performance of future projects. Organisations can consider this evaluation as an indicator of their overall performance. Identifying obstacles of the post-evaluation system can help construction organisations in considering the factors at the early stages of construction projects and taking proactive measures to avoid these obstacles.

The paper concludes that international organisations in the Gaza Strip are obliged to utilise post-evaluation systems for their projects. Some of these organisations have a specialised person for monitoring the evaluation system. Other organisations have templates or acquire an external consultant for the evaluation. The donor plays a major role during the evaluation stage. Most donors have a template, which includes the main factors that they are interested in, such as cost and time and the template appears to ignore other important factors. Cost, time and quality are the most important factor groups for the post-evaluation system of construction projects. Cost is considered as an important factor for projects in the Gaza Strip because project funding depends on external donors who are generally very focused on the project cost. The unstable situation in the Gaza Strip influences project timeframes and quality because the political and economic risks are high. Considering the funding model, the planned cost is fixed and it is too difficult to increase funding, which eventually makes the actual cost very important in the evaluation process. There are many other factors that should be considered in the post-evaluation process, such as project efficiency, owner satisfaction, project effectiveness, safety, risks, variation orders, resources, communication, procurements and the environment.

Overloading projects and hastily completing projects and moving on to other projects without proper evaluation are considered the most important obstacles in the post-evaluation system. The lack of awareness about post-evaluation will increase the risk of not complying with donors’ requirements, which may affect future funding. Evaluator efficiency is the most important factor that leads to a successful post-evaluation process in the Gaza Strip. Evaluator efficiency is considered the backbone of an effective project evaluation system. An approved budget and good planning are also considered as crucial factors that contribute to a successful evaluation process. Organisations should consider other factors in the post-evaluation process in addition to cost, time and quality, such as safety and the impact of the project on the environment. It is important that post-evaluation be conducted directly after the completion of the project because any delay may influence the performance of the organisation. Construction organisations should consider evaluation factors that are related to project types and project surroundings pertinent to special circumstances as factors in addition to project cost and time. Increasing the attention to risk evaluation in the Gaza Strip should be seriously considered due to political instability. Environmental factors should also be considered; therefore, training programmes regarding post-evaluation systems for construction organisations and their employees should be organised. The findings from this study would be valuable for all professionals involved with construction projects in general.
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Abstract: The paper presents a review of the theoretical and empirical literature on Tanzania women entrepreneurs in the construction industry. It also discusses and argues for the aspects that lead to the requirement for a study on women-specific issues. A systematic literature review approach was applied and the member check strategy was used to minimise the author’s bias. The literature involved three aspects: motivational factors for women’s entry into business, the current situation of women entrepreneurs and influencing factors for the under-representation of women in the industry. The under-representation of Women Entrepreneurs in the Construction Industry (WECI) in the construction industry is caused by various factors, such as cultural background, choice of business and level of confidence. Moreover, the social structures and cultural systems that reinforce the continued subordination and marginalisation of women have major implications in their motives and involvement in business. Given the barriers faced by WECI today, there is a pressing necessity to initiate gender-sensitive empowerment programmes to enable them to succeed in their endeavours. Based on the existing literature, this paper establishes the missing link and proposes a study to formulate a conceptual framework necessary to help the public and private sector initiatives in boosting women entrepreneurship in the Tanzanian construction industry.
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INTRODUCTION

Women have similar entrepreneurial potential as men to contribute to wealth creation and employment by starting and developing their own businesses. Unfortunately, their potential has not been fully realised and utilised because of the systemic challenges that women entrepreneurs face (Hanson, 2009). Specifically, globally, women who choose to pursue entrepreneurial ventures have had limited representation in the construction industry, which limits their contribution to economic development (Wangle, 2009; Verwey, 2005; Worrall et al., 2008). Women Entrepreneurs in the Construction Industry (WECI) are owners of a firm who start, manage and develop firms to undertake construction activities in the face of risk and uncertainty for the purpose of generating profits. The under-representation of WECI has been caused by various factors, such as cultural background, level of confidence and choice of business (Lincolin, 2010). For countries to realise their entrepreneurial potential and for them to fully contribute to economic development, it is important to address the specific issues that WECI face.


The construction industry is a major component of investment with high growth potential and a sector with untapped opportunities; hence, expansion in construction activities is closely related to economic growth (United Republic of Tanzania [URT], 2005; International Labour Organisation [ILO], 2007). These activities may be new construction works or maintenance and repair works. By recognising the importance of infrastructure for economic growth, the government has continued and committed to placing considerable focus on construction by allocating 13% and 18% of the 2010/2011 and 2012/2013 development budget to infrastructure, respectively (Contractors Registration Board [CRB], 2013). The construction industry is one of the main economic sectors that requires the skills and talents of everyone, including women. However, in Tanzania, fewer than 2% of 7,036 construction firms are owned by women (CRB, 2013). Of 129 WECI, five own large, 27 own medium and 68 own small construction firms. Women continue to be under-represented in the Tanzanian construction industry (TCI). It should be noted that this is a two-phased study. Phase one (on which this paper is based) reviews the literature and sets propositions. Phase two will have empirical data and a model as an approach to address the challenges.

THEORY AND PRACTICE

Justification for a Study on Women Entrepreneurs

The creativity and talents of women entrepreneurs are an invaluable resource, which can and should be developed for both their own self-realisation and society benefit (Kikwasi, 2005; Hodginkson, 2006). Females comprise 50.8% of the Tanzanian population (URT, 2009). Despite their majority, women are marginalised relative to men because of the existing structures and customary law. Consequently, their participation in salient sectors, such as education, is low, which partly explains the under-representation of females in decision-making positions and those that require high levels of professional and technical education (Mascarenhas, 2007), such as the construction industry. The lack of women in construction has been a concern for many years. The studies in these areas have attempted to examine the factors that affect the low level of women’s participation in the industry (Gale, 1994; Amaratunga et al., 2009; Kikwasi, 2005; Hakala, 2008).

This paper is intrigued by the involvement of women in entrepreneurship, which is considered a male domain. The late entry of women into business has made male entrepreneurs the standard against which women’s experience as entrepreneurs is judged (Rutashobya, 2000; Lincolin, 2010; Nchimbi and Chijoriga, 2009). More importantly is the involvement of women entrepreneurs in non-traditional industry (NTI) since the 1980s. NTIs are industries with a low level of women’s involvement, e.g., construction, mining and agriculture. This factor alone would be of no relevance except for the extensive evidence of the historical subordination and patriarchal pressures that are experienced by women worldwide (Kantor, 2003; Dainty, Green and Bagihole, 2007). Although there is a wealth of literature for women entrepreneurs in their traditional industries (Manolova et al., 2007; Nchimbi, 2003; Baker, Aldrich and Liou, 1997), the literature on women entrepreneurs’ participation in the construction industry is lacking (Hunter and Kapp, 2008; Kikwasi, 2005). Women are historically disadvantaged compared to men and because entrepreneurship is considered culture-specific, it is of interest to analyse and develop an understanding by exploring their experiences in the construction industry.

Theoretical Literature

For the purpose of this paper, both foundational and post-modern human behavioural theories are reviewed. Evolving from human behavioural theories, the feminist theory evolved into the disadvantage, attribution, human capital, resource-based and cultural theories. The most prominent theory relevant to this paper is the feminist theory. Women’s strategies to succeed vary from those of their male counterparts: the feminine strategies include collaborations, work-life and diversity strategies, whereas the masculine strategies are more business-focused strategies (Kropf et al., 2003). To attract and retain female executives, the recommendation is to consider how women formulate strategies to address the barriers that confront women executives (Kropf et al., 2003).

According to Beauchamp and Bowie (2004), feminist theories recognise that subordination, inequality, or oppression of women is unethical and that women deserve equal political and legal rights, whereas Kantian and utilitarian theories neglect to acknowledge the importance that morals have in the value of other’s well-being and do not consider virtues (Beauchamp and Bowie, 2004). An example of the issues raised by feminist theorists is the disparity between men and women advancements and earnings. This disparity may largely result from the disadvantage of women because of family issues and the requirement for flexible schedules (Orhan and Scott, 2001; Gale, 1994). Feminist theories argue that in society, the different treatments of men and women may explain why compensation is less for women than their male counterpart’s earnings (Lowrey, 2006). This theory is relevant for this paper because it gives insights on the differences between men and women and some challenges for women to venture into any sector of the economy.

Evolving from the feminist theories, the deprivation argument states that societal views deprive women of education, industry experience, networking relationships and access to capital (Appelbaum, Audet and Miller, 2003; Cron, Bruton and Slocum, 2006). Deprivation of these opportunities can affect women in entrepreneurial successes. According to Shane (2003), feminist theorists supported the concept that there are existing organisationally based inequalities. This theory evolved to the human capital theory that provides possible explanations for women to be over-represented in some industries and under-represented in other industries.

The human capital theory states that corporations invest less in women’s education and training, which diminishes opportunities for women to advance in an organisation (Dreher, 2003). The resource-based theory states that a firm gains competitive advantage by effectively and creatively using resources (Hoopes, Madsen and Walker, 2003; Barney, 1991). Experience and education contribute to the resources required by entrepreneurs for a firm (Kantor, 2003), which is supported by the resource-based theory and is instrumental in determining how and what resources women entrepreneurs require to sustain successful operations. The theory is relevant because it posits important insights that are prerequisites for a successful entrepreneurship.

In addition, the concepts of the cultural theory of entrepreneurship hypothesises that compared to male counterparts, women are less successful in business based on cultural differences (Smith-Hunter and Boyd, 2004). Evolving from the cultural theory of entrepreneurship, the disadvantage theory theorises that women become entrepreneurs because of disadvantages in the labour market (Smith-Hunter and Boyd, 2004). The disadvantage theory also applies to the challenges that women in construction face, which place them at a financial disadvantage; for example, women finance their business ventures with personal savings instead of the traditional lending and financial institutions (Smith-Hunter and Boyd, 2004).

Situation of Women Entrepreneurs, Policies and Affirmative Action

Businesses headed by women contribute to employment, wealth creation and economic growth through their increasing numbers, diversity of activities and diversity of entrepreneurship in the economic process (Hakala, 2008; Manolova et al., 2007). The creativity and talents of women are an invaluable resource, which can and should be developed for both their own self-realisation and society benefit (Kikwasi, 2005; United Nations Industrial Development Organisation [UNIDO], 2005; Hodkignson, 2006). Because it was realised in the past decade that women are an important but untapped source of economic growth, the government, non-governmental and international communities have devised several initiatives to economically empower them (URT, 2003; ILO, 2004). Some initiatives directly target women, whereas others are indirect.

There are initiatives through affirmative action to redress inequalities worldwide. Basically, the affirmative actions seek to address historical injustices and act against perceived social imbalances. They are essentially based on the principle of non-discrimination (Verwey, 2005). For example, the USA takes affirmative action to ensure that all people are fairly treated regardless of their ethnic or national difference and seek to eliminate discrimination. The order aims to bring equality to disadvantaged individuals, including women and therefore creates a friendly environment for business start-ups.

In South Africa, past policies and laws deliberately favoured men, particularly white men. As a system of national strategy, affirmative action legislation had to redress the past imbalances that were created by apartheid (Mathur-Helm, 2004). Hence, women’s issues surfaced, such as their rights, equality, welfare and empowerment and the essential measures around these issues started gaining attention. Government policies and legislation have been created in favour of women and with good will. Most of these initiatives have not been successfully implemented for sustainable solutions (Verwey, 2005). The fact is that correct implementation of the strategies relies more on the fairness of the regulations and the legal protection of women’s rights and welfare than on only constitutional implementation and imposition of these policies and strategies.

Tanzania is committed to development policies that promote entrepreneurship in all sectors of the economy to alleviate poverty, generate employment, contribute to the diversity of entrepreneurship and improve competitiveness. Efforts by the government to address poverty at the national level are enshrouded in many programmes, such as the Small and Medium Enterprises (SMEs) policy of 2003. After 10 years of implementation, The SME policy shows that it remains a valid development framework for the sector. Despite notable achievements in assisting the development of SMEs in the country, there are also challenges that impeded its effective implementation, e.g., inadequate coordination and weak synergy among stakeholders in this cross-cutting sector, insufficient resources to implement envisaged programmes, lack of prioritisation and inconsistencies in legislation (UNIDO, 2013).

The other two main frameworks are the National Poverty Eradication Strategy (NPES) of 2005–2010 and the National Strategy for Growth and Reduction of Poverty (NSGRP) phases I and II; phase I was during 2005-2010. NPES, which envisaged reducing poverty by half by 2010, was built on the Millennium Development Goals (MDGs) 1. The achievements of NSGRP phase I, which ended in 2010, were below targets; hence, it was unsuccessful (International Monetary Fund [IMF], 2011). NSGRP phase II envisions availing income opportunities across sectors through public investment and empowerment arrangements to introduce equitable participation in the production and sharing of outcomes by 2015. These National policies provide the opportunities for local communities to benefit from entrepreneurship in all sectors of the economy (URT, 2003; URT, 2005). Generally, the policies are not effective because specific measures to address gender-based obstacles to growth and poverty reduction are not identified.

Women in Tanzania are predominantly found in the informal sector; they are driven out of necessity to start entrepreneurial activities and normally enter the micro-level and low-growth sectors, where they encounter strong competition while earning subsistence incomes, particularly in traditionally women related industries, such as service and retail (Rutashobya, 2000; Nchimbi, 2003; Olomi, 2009). As a result, most of their businesses cannot generate new jobs, generate sufficient income and contribute meaningful to the economic development because the lack of exposure and socialisation restrict their ability to identify business ventures with higher growth potential (Hanson, 2009; ILO, 2007). This situation somehow challenges the macro-economic development policy objectives.

Influencing Factors for Women’s Under-Representation in the Construction Industry

The under-representation of WECI in the construction industry is caused by various factors, such as cultural background, choice of business and confidence (Nchimbi and Chijoriga, 2009; Dainty, Green and Bagihole, 2007). Women’s choice of business activities is dictated by their reproductive roles, abilities in terms of education, entrepreneurial capacity and technical skills, limited start-up capital and their limited capacity to absorb the consequences of failure (Langowitz and Minniti, 2007; Nchimbi and Chijoriga, 2009). As a result, they choose activities that can be easily combined with their domestic chores and are culturally acceptable, which refers to self-imposed barriers when women (wrongly) perceive that they may not have the right opportunities and know-how to start and grow their own businesses. Self-perceptions are closely linked to the environment in which entrepreneurship occurs. For example, if a society mainly defines women through roles that are connected to family and household responsibilities, societal values implicitly interpret women’s entrepreneurship as less desirable and provide lower normative support (Lowrey, 2006; Langowitz and Minniti, 2007).

Motivational Factors for Women’s Entry into Business

Women become involved in businesses for a number of reasons, particularly since the economic crisis of the late 1970s and 1980s and the subsequent Structural Adjustment Programmes (SAPs) of the 1980s. The SAPs intended to address the economic recession of the mid-1970s. The implementation of SAPs resulted in a freeze on wages, devaluation and lower purchasing power. Therefore, employees and families were forced to establish income-generating projects to supplement salaries (Nchimbi, 2003; Rutashobya, 2000). They were motivated by necessity, such as the need for a living and no other economic options. Nevertheless, women are not a homogeneous group because they differ in many ways, i.e., in the role and control they have in business, level of wealth, level of education, entrepreneurial capacity and experience.

Thus, more educated women with more capital start businesses in the construction industry, whereas poor and less educated women enter the informal sector to operate in the women-traditional industries (Rutashobya, 2000; Hanson, 2009; Nchimbi and Chijoriga, 2009). They are motivated by the requirement for achievement, independence and challenge (Verwey, 2005). However, the social structures and cultural systems that reinforce the continued subordination and marginalisation of women have major implications in their motives and involvement in business and their perception of success (Lowrey, 2006; Nchimbi and Chijoriga, 2009). As a partial result, women are limited to educational and financial resources. The closer women are to men socially and economically, the stronger are their motives to start a business similar to those of men, such as a business in the construction industry.

Current Situation of Women Entrepreneurs in the Construction Industry

Compared with other countries, the level of WECI in the USA is above 30% (Verwey, 2005). WECI in the USA had the development fund earmarked for gender equity. A large percentage of these funds enters the construction industry and is earmarked for qualifying WECI (Verwey, 2005; Hanson, 2009; Hakala, 2008). The national association of women in construction (NAWIC) plays a bigger role in motivating more women to join the industry (Verwey, 2005; Hakala, 2008).

In developing countries, e.g., South Africa, which has learned a lot from the USA, the level of WECI is 22%; their success has been influenced by the window of opportunity and a strong association of women with construction, which has helped to motivate more women to enter the construction industry (Verwey, 2005). In East African countries such as Kenya, women’s level of involvement as entrepreneurs is less than 1% (Dainty, Green and Bagihole, 2007). In Tanzania, women’s level of involvement is low, as only 2% of 7,036 contracting firms are WECI (CRB, 2013).

Because of women’s under-representation, the industry through its Construction Industry Policy (CIP), 2003 emphasises women’s involvement in entrepreneurship and advancement in the industry (URT, 2005; UNIDO, 2005). Therefore, there is a necessity to involve more women to use their entrepreneurial potential to contribute to the macro-economic objectives and change the face of the industry in terms of profitability and productivity. Women involvement in business is consistent by achieving the macro-economic development policy objectives to improve competitiveness, such as the SME development policy; the CIP, for example the constitution in SA have a will to increase WECI and through the CRB strategic plan for 2010–2015, Tanzania aims to address cross-cutting issues to promote WECI (CRB, 2010).

Barriers and Challenges to Entrepreneurship

The on-going vision to reduce poverty requires the community and national participation in entrepreneurship. Every individual who is willing to start and run a business will encounter barriers/challenges. Gatewood et al. (2003) and Hakala (2008) summarised the barriers and suggested that the entrepreneurial challenges fall into three categories: (1) human capital, (2) strategic choice and (3) structural barriers. Obviously, the extent and severity of these problems vary by gender or type of entrepreneur, sector, nation and region. For example, it is reported that entrepreneurs in emerging nations face more formidable challenges than their counterparts in industrialised and developed nations and that women face greater challenges in most areas than men (Hunter and Kapp, 2008; ILO, 2007).

According to Hakala (2008), the barriers/challenges to women in the non-traditional industries are the lack of technical knowledge and lack of confidence and ability to make strategic choices to improve their financial position. Entrepreneurs experience these challenges in different sectors and at different stages of their evolution from infancy to maturity (Worrall et al., 2008). In addition to these challenges, the social, cultural norms and beliefs have made patriarchal societies that reinforce continued subordination and marginalisation of many women entrepreneurs (Hodginkson, 2006; Manolova et al., 2007). As a partial result, women have limited access to financial resources and lack the prior entrepreneurial competency, which contribute to the specific challenges of starting and running a business (Orhan and Scott, 2001; Manolova et al., 2007).

The Entrepreneurial Process

To start and manage a business is not an easy task. Entrepreneurs actually create their own odds of success by taking incremental steps that move them closer to their goals (Sarasvathy, 2006). Therefore, the effectuation theory portrays the entrepreneurial process as consisting of three variables: the characteristics of the founder/s, business opportunity and environment. It involves all functions, activities and actions that are associated with the perceived opportunities and creation of organisations to pursue them. This process involves four distinct phases, through which entrepreneurs will pass in order for them to start and manage their new venture. These phases are to identify and evaluate the opportunity, develop a business plan, determine the resource requirements and finally start and manage the enterprise (Nieman and Bennet, 2002; Hisrich and Peters, 2002). It is little known whether the WECI go through the same process and how they behave and fare in the process.


DISCUSSION: ESTABLISHING THE MISSING LINK

As found from the literature, the construction industry is male dominated for three reasons: first, women have a low level of involvement. Second, the existing industry culture and image reflect masculinity, which makes women lack fit (Gale, 1994; Hunter and Kapp, 2008; Kikwasi, 2005). Third, the industry practices, such as construction activities, require long hours and working away from home and fail to combine domestic chores with business; thus, the geographical instability and other undertakings are in favour of men. The contributing factors for the low involvement of women entrepreneurs in the construction industry are the following: lack of technical education, lack of confidence and lack of role models. Women that venture into the construction industry and grow their businesses can be considered role models who can inspire more women to choose a career in construction (Loosemore, Danity and Lingard, 2003; Lincolin, 2010).

In terms of entry, career development and retention, women face formidable barriers. Women have limited access to financial resources and lack prior entrepreneurial competency, which contribute to the specific challenges of starting and running a business (Orhan and Scott, 2001; Manolova et al., 2007). Failing to understand these factors may result in the under-utilisation of women’s human capital, perpetuation of lower living standards and implementation of costly and ineffective policies. A major management dilemma is that WECI find it difficult to access business opportunities (Verwey, 2005), which introduces the question: are the enabling measures adequate? If YES, an important question is whether women are adequately equipped to compete for business opportunities. There are general barriers/challenges that WECI face in the context of a developed country, but there may be different or additional barriers that depend on the environment in a developing country.

Women have been marginalised; hence, their businesses have been largely ignored in the literature on entrepreneurship, most of which is about men (Hisrich and Peters, 2002; Hanson, 2009). When mentioned, women’s businesses have been dismissed as insignificant because they are considered too small or in economy sectors (service and retail) that supposedly matter too little to economic growth (Baker, Aldrich and Liou, 1997; Lowrey, 2006; Organisation for Economic Co-operation and Development, 2004). As a result, male entrepreneurs have made the standard by which women entrepreneurs’ experiences are judged. Some women have formalised and are growing their businesses in the construction industry with the evidence of patriarchal pressures that they experienced. It is important to note that the effectiveness of the programmes and policies that aim at promoting WECI depend on having a thorough understanding of the experiences of these women.

CONCLUSION

This paper has reviewed the literature on the general position of women entrepreneurs and further explained the situation of women entrepreneurs in construction. Each section has been elaborated and justified and the “missing link” has been established. The literature indicated that a large portion of entrepreneurial literature is gender-blind because it is based on the experience of males. There is a dearth of literature on entrepreneurial experiences in the construction industry. The existing studies in the area were conducted in developed countries (e.g., Verwey, 2005; Hodgkinson, 2006; Dainty, Green and Bagihole, 2007; Hakala, 2008; Worral et al., 2008, Wangle, 2009; Lincolin, 2010).

Decisions for WECI to leave their current positions to start up new business should be appreciated and promoted. Fortunately, the construction industry has formally partly acknowledged that the under-representation of women is an important issue and promoted initiatives in this area. However, most initiatives have not led to sustainable solutions because of the lack of understanding regarding women-related issues. Because there is no one size fits all policy solution, a thorough understanding of the experiences of WECI in terms of the motives, processes and challenges is significantly required for effective programmes and policies. Furthermore, it is vital to identify appropriate recommendations and guidelines to address some barriers/challenges. Hence, a model should be developed to help the public and private sector initiatives in increasing the level of WECI participation in the Tanzanian construction industry.
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Abstract: Nigeria’s subsidised mortgage system operates on the assumption that workers would subscribe to a scheme (National Housing Fund [NHF]) as a precondition for access to housing. The subsidised mortgages are limited in supply and the mechanism lacks efficiency and distributional equity. These issues are empirically examined in Jos. A survey was conducted among workers in 24 randomly selected organisations. A total of 543 questionnaires were administered and 410 were retrieved. Analysis employing Pearson’s chi square indicates a low-level of participation and a lack of awareness about the NHF scheme. There are negative feelings about the arrangement, and for the entire sample, gender and employment characteristics were found to have statistically significant relationships with participation in the NHF scheme. However, access to subsidised mortgage is influenced only by gender and tier of government employment. It is concluded that participation in the NHF scheme is a necessary but not a sufficient condition for access to mortgages in Jos. These findings call for increased awareness about NHF and improved efficiency in its administration. As the study was limited to the city of Jos, the methodology could be used to corroborate the evidence in other Nigerian cities.
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INTRODUCTION

Access to affordable mortgage housing by low-income households has been an issue of concern in neoliberal Nigeria. This problem arises primarily because the Nigerian mortgage market is still developing, and the interplay of primary and secondary markets obtainable in advanced economies is lacking. As a result of this, the formal credit system in Nigerian cities, including Jos, is reaching a minute population. In the case of Jos, a recent study (Wapwera, Parsa and Egbu, 2011) that sampled 300 households confirmed that 75% of households have utilised informal credit sources over the last decade whereas only 25% have utilised formal sources. In Nigeria as a whole, the underdeveloped mortgage industry generated less than 100,000 transactions between 1960 and 2009. The sector’s aggregate loans to total assets fell below 70% as recorded by the Central Bank of Nigeria (CBN). Mortgage to loan funds for the five years ending 2009 averaged at 14.51%, while the total mortgage market was put at N127.5 billion (USD 850 million) (EFInA and FinMark Trust, 2010). The contribution of mortgage financing to Nigeria’s Gross Domestic Product (GDP) was 0.39% in 2012 (Centre for Affordable Housing Finance in Africa, 2012: 109).

Consequent to these issues, there are limited sources of medium- to long-term finance for housing in Nigeria. This is exacerbated by the absence of a mortgage securitisation law. The absence of this law is limiting the ability of mortgage supplying institutions (which include primary mortgage institutions [PMIs], saving banks, insurance companies, pension fund custodians and housing cooperatives) and the subsidised mortgage sector (the Federal Mortgage Bank of Nigeria, FMBN) to tap into long-term funding from the capital market in order to finance long-term loans. Also corroborating this evidence, the EFInA and FinMark (2010: 33) found that private mortgage institutions were advancing mortgages at a maximum tenure of 10 years as a result of dearth of long-term funds. This tenure is incompatible with housing mortgages, which require long-term financing. Furthermore, property rights are weak and at the time of this study, there was no clearly stated mortgage foreclosure law in Nigeria.

Amidst these circumstances, the Federal Government of Nigeria thought that a state-run subsidy arrangement (through FMBN) would cater for the needs of low-income households. Nigeria’s subsidy policy came into operation by the provision of the National Housing Fund Act of 1992 and the Federal Mortgage Act of 1993. These laws created a provident scheme known as the National Housing Fund (NHF), and FMBN was given the mandate to administer it. The NHF act requires people who are gainfully employed and receiving a monthly income to save 2.5% of their basic monthly income in the FMBN as a precondition for access to a loan. In this sense, the subscribers become key actors and partners in the supply of finance and housing that benefits them (Federal Government of Nigeria [FGN], 2006a; FGN, 1992). The FMBN is completely owned by the state, with its ownership structure comprised of the Federal Government, which has a 50% capital share, the Central Bank of Nigeria (CBN), which has 30% and the Nigerian Social Insurance Trust Fund, which has 20% (FGN, 2011). For the purpose of ensuring that the FMBN has sufficient resources for its operation, the NHF and FMBN acts and the national housing policy of 1991 directed the FMBN to mobilise NHF subscriptions from workers across Nigeria. The FMBN was also directed to mobilise investible funds from commercial banks, insurance companies and foreign investors to create a pool of finance that is referred to as the National Housing Trust Fund (NHTF) (FGN, 2006a: 22). The NHTF is described as a subsidised sector because it supplies loans to NHF subscribers at a rate of 6% for 25–30 years. The arrangement for subsidising housing through the FMBN is further illustrated in Figure 1.

The NHF arrangement is experiencing a number of challenges: firstly, the scheme is suffering from limited financial resources. This problem apparently results from the low participation in the NHF scheme. For instance, the FMBN, an agency responsible for administering the NHF, confirmed to the public that only N 106 billion (equivalent to USD 642.3 million) was mobilised from its inception in 1992 to 2013. Moreover, as of March 2013, there were only 3,772,031 contributors out of the 35 million workers employed in public organisations across Nigeria (Ogunwusi, 2013b). On this basis, it can be inferred that only 10.7% of public sector employees have subscribed to the scheme. A considerable population of prospective home owners employed in the informal and formal private sectors have not yet subscribed to the scheme (Ogunwusi, 2013a). Furthermore, the managers of the FMBN have confirmed to the public via print media that workers from only 28 states (including the federal capital territory) out of the 37 states of the federation have subscribed to the scheme (Business Day Magazine, 2014).
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Figure 1. Nigeria’s Subsidised Housing Finance Model



Secondly, the opportunity for access to mortgages by subscribers is limited. For example, only about N 100 billion (equivalent of USD 606.0 million) has been disbursed to 73,676 eligible contributors/beneficiaries from inception in 1992 to 2013 (Ogunwusi, 2013b). In a mathematical sense, 73,676 in relation to all the subscribers (3,772,031) is just 1.9%. It is clear then that less than 2% of those subscribed to the scheme have gained access to a mortgage. Lastly, the administrators of the NHF scheme have lamented over public misconceptions regarding the scheme. Some workers assume that the scheme is the same as the defunct National Housing Programme (NHP), which failed to achieve its purpose in the 1980s. Others feel the FMBN, which is responsible for its administration, is the same as the liquidated federal government’s primary mortgage institution (Federal Mortgage Finance Limited [FMFL]). Furthermore, some workers are of the view that the NHF scheme itself is a scam (FGN, 2013). These issues among others are the motivation for this study.

In order to examine the issues affecting this arrangement for subsidising housing in Nigeria, it is necessary first of all to underscore that subsidies are meant to improve public health, justice, fairness and market efficiency (Chiquier and Lea, 2009: 248). It is in line with these broad goals that subsidies are most frequently evaluated against four criteria: distributional issues and fairness, public accounting principles of transparency, the economic criteria of efficiency at the micro- and macro-levels, and the market effects of subsidies (Hoek-Smit, 2008: 10). This paper is concerned with issues of distribution and fairness, which will be examined in the context of participation and access. Focusing on the workers that the subsidy scheme was designed to benefit in Jos (see the description of Jos city in Table 1), the following objectives are pursued: Given that the subsidy scheme in Nigeria is tied to peoples’ employment, it is important to examine how employment characteristics (such as tier of government employment, length of employment, grade level attained at work place, satisfaction with salary income and gender attributes) influence workers’ participation in the NHF scheme. Secondly, the subsidised housing arrangement operates on the assumption that the participation of workers in the NHF scheme would guarantee them access to mortgages. The second objective is to confirm if participation in the NHF scheme indeed guarantees access to mortgage housing in Jos. The last objective will examine the perceptions of workers about housing finance policy. Prior to addressing these objectives, the next section will compare and contrast the subsidy scheme in Nigeria to what obtains in other developing countries.

Table 1. A Brief Description of the Jos City



	Features
	Remark



	Geography and climate
	Jos, the capital of Plateau State is located in central Nigeria; it is about four hours away from the federal capital territory (Abuja) by road; the city lies on latitude 09°52’N and longitude 008°54’E; the average daily mean temperature of the city is 22.78°C; the landform in and around the city is undulating with rock outcrops; and it is connected to other cities of Nigeria by air, rail and road (Climate-Chart.com, 2010; Dung-Gwom and Rikko, 2009).



	Population
	The population of Greater Jos area in 2007 was 1,315,301; and at 5% growth rate, it is projected that the population of the city would have doubled to 2.7 million by 2025 (Government of Plateau State, 2009).



	Housing situation
	
Residential housing is provided through formal and informal arrangements; however, the informal solutions are dominant over the formal (Wapwera, Parsa and Egbu, 2011; Government of Plateau State, 2009).

In 2009, official records (Government of Plateau State, 2009) documents that about 42% of houses were considered of “good” quality. These are houses with built-in toilet, running tap water and electricity supply. During the period, houses of “average” (shared facilities) quality were 48% and 10% were adjudged “bad” (lacking in-house or shared facilities).

Some residential areas have developed into slums (24 settlements as documented by Dung-Gwom, 2007: 6); and as a result, the government has started implementing an urban renewal programme in the city (Ahovi, 2013).





	Housing need and projection
	As the population of Jos city is expected to double from 1.4 million to 2.7 million in 2025, government authorities have projected (on an average household size of six persons) an additional 237,379 households within the city (Government of Plateau State, 2009); and accordingly, the government has launched the construction of 3000 housing units (News Agency of Nigeria, 2014).



	Socio-political
	During the last 10 years, the city of Jos has witnessed increased instability due to violent attacks by religious extremists known as the Boko Haram (western education is a sacrilege). This is now affecting the overall development of the city, including housing investment and choice of residential location (Aliyu, Kasim and Martin, 2011; Dung-Gwom and Rikko, 2009).





SUBSIDY PROVISION: THE EXPERIENCE OF NIGERIA AND OTHER DEVELOPING COUNTRIES

This section attempts to contrast the housing financing practice in Nigeria to that of other developing countries to draw lessons for improvement. A comparison of this nature should help to establish the relevance of the study to the housing industry in Nigeria. A recent study (Centre for Affordable Housing Finance in Africa, 2010; 2012) suggests a commonality in housing financing challenges among African countries. In Nigeria’s case, however, the concerns arise first because the country has a considerable population of poor people. In 2012, the population of Nigeria was estimated at 162 million people, and 84.59% of this population was earning below USD 60 per month. The level of poverty in Nigeria is so high that approximately 54.7% of the country’s population live on less than USD 2 per day. With this level of poverty, the majority of households are unable to acquire and pay off the cost of a mortgage at the open market price. In 2012, for example, the cost of a 72 m2 house in Lagos was USD 31,250 and that of a 65 m2 house outside of Lagos was USD 15,000. This high price automatically deprives poor households access to decent housing (Centre for Affordable Housing Finance in Africa, 2012: 15, 109). This situation appears to be similar across other African countries as confirmed by the World Bank, which documents that only about three percent of the population have sufficient income for a mortgage. In a general sense, the cost of mortgage is high and above the affordability of low income households in most African countries. In 2012, for example, the cost of a newly constructed 65.7 m2 apartment was USD 32,155 in Algeria; a 220 m2 apartment in the Gambia was USD 100,000; an 80 m2 house in Angola was USD 60,000; a 58 m2 house in Botswana was USD 57,575; a 28.01 m2 house in Burkina Faso was USD 18,375; a 100 m2 apartment in Addis Ababa was USD 51,033; a 75 m2 house in Ghana was USD 17,500; and in Kenya, a 27 m2 house was USD 22,350. For these countries, more than two-thirds of the population are unable to afford the cost of such houses (Centre for Affordable Housing Finance in Africa, 2012).

It is in view of the above that housing finance subsidies become crucial. However, the Nigerian experience of subsidising housing through the FMBN falls short of expectations. Firstly, a subsidy arrangement should be designed to alleviate funding constraints, but this appears not to be the case in Nigeria. Alleviating funding constraints essentially requires government to put in place a mechanism that enables mortgage lending institutions to have sufficient connections to capital markets to increase funding options and manage the risks related to long-term lending (Chiquier and Lea, 2009: 434). Some successful examples of subsidy programmes that are designed to alleviate funding constraints in emerging market economies include: the Cagamas of Malaysia, the Sociedad Hipotecaria Federal in Mexico, and the Mortgage Refinance Company in Egypt. These subsidy schemes have achieved success because the government provided a legal framework that enables the mortgage institutions to connect with the capital market. Additionally, for these countries, equity investments and/or guarantees from government or external sources are used to enhance the respective standing of mortgage institutions in the market place (Hoek-Smit, 2008 cites Diamond and Hoek-Smit, 2000). Not much has been done about secondary market development even though an efficient secondary mortgage process is lacking in Nigeria. This is putting an enormous burden on the FMBN and PMIs to carry the mortgage loans to maturity. It has been observed that: “outstanding mortgage loans remain on the books of mortgage providers no matter the tenure and this limits the ability of the FMBN and PMIs to originate more loans” (EFInA and FinMark Trust, 2010: 38). The Federal Government of Nigeria aspires to link primary and secondary mortgage markets to capital markets, but the absence of securitisation law is impeding this aspiration. At the time of this study, the sale of securitised mortgage debts by the FMBN and PMIs cannot be effectively achieved in Nigeria.

Furthermore, Nigeria’s subsidy arrangement lacks the potential to address mortgage credit risk. For a subsidy arrangement to have such potential, the government will need to partner with the private sector to improve the regulations, institutions, and information infrastructure that affect the working of a mortgage. In specific terms, the government should be able to improve on appropriate standards, property registration systems, cadastres, credit information systems, credit bureaus, foreclosure methods, usury laws, and underwriting and servicing methods (Chiquier and Lea, 2009: 436). Little attention is given to these in Nigeria, and specifically, credit risk has been a major deterrent for the expansion of national and local mortgage markets. This is so because there is a lack of credit and property market information, an adequate foreclosure system, and a good mechanism for dealing with credit risk. Countries that have made successful subsidy interventions to control credit risk are seen to give priority to the provision of incentives for the establishment of a credit information system or credit bureau. Lithuania is one country that has been successful in this. Some countries have been able to subsidise credit insurance. For example, the republic of Thailand provides this type of subsidy through the Government Housing Bank. A similar arrangement termed The FOGARIM Guarantee Programme exists in Morocco (Hoek-Smit, 2008).

In Nigeria, the absence of clearly stated foreclosure laws is causing mortgage providers to adopt arbitrary measures to safe-guard their investment, to the detriment of borrowers. The World Bank (2009) confirms this and reports that short-term loans are provided and the maturity mismatch is largely mitigated by use of adjustable rate mortgages where loans rates are typically being tied to banks’ prime lending rates. For instance, the average lending rate in the mortgage industry was 19.5% in 2011 (CBN Economic Report, 2011: 18). This is due to the absence of an adequate underwriting mechanism for examining the financial history of the borrower, particularly with respect to his/her record of repaying other loans (World Bank, 2009). The annual report of Central Bank of Nigeria (CBN) (2010: 68) corroborates this evidence. In the CBN report, an analysis of the maturity structure of loans and advances made by saving banks at the end of December 2010 indicates that short-term loan maturity remains dominant in the credit market. Outstanding loans and advances maturing in one year or less accounted for 65.3%, whereas medium-term (one to three years) and long-term (three years and above) accounted for 14.6% and 20.1%, respectively. Saving banks are the key players in the open market mortgage sector, but their credit supply is primarily on a short-term basis. Nigeria can learn from the experience of Lithuania and Thailand to improve on its housing subsidy system. The Moroccan FOGARIM subsidy arrangement is designed to address employment and earning uncertainties. This subsidy caters to self-employed or informally employed borrowers who carry a higher credit risk (Hoek-Smit, 2008).


Nigeria’s subsidised mortgage arrangement allows workers employed in formal and informal sectors to subscribe to the NHF scheme, but there is no arrangement for mitigating employment and earning uncertainties as they have in Morocco. Thus, Nigeria could learn from the practice in Morocco. Further, there are supply and access issues around the subsidy arrangement in Nigeria: the first issue is connected to the shortage of finance and a limited supply of housing for the benefit of NHF subscribers. Specifically, the official records published by FMBN in local print media in 2012 indicate that there were 3,647,275 subscribers to the NHF scheme with less than 10% having access to mortgages (Ogunwusi, 2013b). For instance, the cumulative amount of money disbursed for the benefit of NHF subscribers as of November 2011 was USD 392,831,100.13. This amount is composed of Estate Development Loans (USD 279,475,718.28) and NHF mortgage loans provided through PMIs (USD 201,605,381.85). This money was used in financing the construction of 32,831 housing units, and part of it was used to advance mortgage loans to 18,431 NHF subscribers. This was in addition to 9,575 housing units financed through a Mortgage-Backed Bond issued in 2007. In quantitative terms, only approximately 60,837 housing units have been provided through NHF (Ogunwusi, 2012). On a general note, the supply of subsidised mortgages is insignificant when compared to Nigeria’s housing deficit estimate of 12–17 million units (Ashkin, 2013: 1; Pepple, 2012: 13). The supply of subsidised housing in Nigeria is also not impressive when compared with emerging economies. For example, the government-run mortgage lender (Infonavit) in Mexico gave out 578,396 mortgages worth around USD 12.6 billion in 2012. This was 16% over its performance in 2011 (Guthrie, 2013). In South Africa, the post-apartheid administration started a housing scheme for middle-to-low income groups termed The Reconstruction and Development Programme (RDP) in 1994. The performance of this programme was impressive, and between 1994 and 2008 approximately two million subsidised houses were provided (Gordon, Bertoldi and Nell, 2011: 28). Nigeria can learn from the experience of these countries to improve on the mechanics for supplying subsidised housing.

The second issue arises from the uneven distribution of subsidised mortgage houses across Nigeria. For example, the houses provided by private house-builders and housing corporations with Estate Development Loans approved by the FMBN were allocated to 12 out of 37 states (the Federal Capital Territory [FCT] inclusive). Jos, the capital of Plateau State, was a beneficiary of this (Salami, 2009: 16–20). Similarly, the NHF loans were made to subscribers in 16 of 37 states (FCT inclusive), and the evidence available suggests that the city of Jos did not benefit from this (FGN, 2006b: 23–25). The distribution process is a potential hindrance to equitable access. This concern is deserving attention by the administrators of the subsidy scheme in Nigeria.

The third issue is the inability to make the initial down payment required prior to taking possession of a mortgage. This problem is not peculiar to Nigeria. Hoek-Smit (2008) reports that the main hurdle for expanding homeownership in developing countries is for households to save enough money to pay for the down payment, title closing costs and/or an upfront premium for mortgage insurance. The republic of Chile provides a form of subsidy to address this concern. In the Chilean experience, an upfront grant subsidy is provided (by the state bank: Banco del Estado) on behalf of a low-income household that intends to take up a mortgage. The government of Chile ensures that 20% of all eligible mortgage applicants are selected for this subsidy. However, low-income households usually receive the largest grants. Additionally, the more needy households and those who had saved more are given priority. This type of arrangement is lacking in Nigeria, and it is worth borrowing.

The last issue with the Nigerian subsidy arrangement is the absence of multiple subsidy options. For example, the South African subsidy arrangement is designed with multiple options that cater to different categories of people. Specifically, the following subsidies options exist in South Africa: consolidation subsidies; individual subsidies; an integrated residential development programme; institutional subsidies; a discount benefit scheme; rural subsidies; subsidies for people with disabilities; people’s housing process; farm resident subsidies; and a finance-linked subsidy programme. These subsidies are administered by multiple organisations such as the Department for Human Settlement, the Housing Development Agency, the National Housing Finance Corporation, the National Urban Reconstruction and Housing Agency, the Rural Housing Loan Fund, and the Social Housing Regulatory Authority. The pluralist approach adopted in South Africa promotes equity and access (Nierkerk, 2011).

METHODS AND APPROACH

This study employs a questionnaire for the collection of data. The questionnaire was designed in two parts, both of which centred on the research objectives. In the first part, closed questions were designed for respondents to tick a range of options. In the second part, respondents were allowed to freely express their feelings about the NHF arrangement. The questionnaire method was used because it offers the advantage of collecting a large amount of information from a large sample in a short period of time in a relatively cost-effective way. The study population consisted of public sector workers employed by Federal, State and Local Government establishments in the city of Jos. The reason for choosing public sector workers is because the NHF scheme is worker-focused, and civil servants were first given the opportunity to subscribe to it.

At the time of data collection, there were 82 Federal Government establishments, 54 State Government establishments and 18 Local Government Departments in the study area. The units of analysis in this research are individuals employed by these establishments and not the establishments themselves. Therefore, the aggregate of establishments formed the elements from which the sample population (individuals) was selected. The research employed a multi-stage sampling technique in order to arrive at a suitable sample for the study. The choice of this sampling technique was with a view to overcoming the difficulty of getting access to staff lists for all public establishments in Jos. The multi-stage logic adopted in order to arrive at a sample population is as follows: firstly, lists of organisations that fell under the control of each tier of government (Federal, State and Local) in Jos were compiled into three clusters. The second stage involved stratifying organisations in each cluster into strata of allied professions and related functions. From each stratum, organisations were randomly selected and letters were sent to them requesting permission to conduct the survey. From the Federal Government cluster, seven organisations gave approval, nine from the State Government cluster and eight Council Departments from the Jos North and South Local Government cluster. The procedure followed is consistent with the logic recommended by Babbie (2007).

The survey covered only organisations where authorities gave permission for workers to participate. Questionnaires were sent out to workers through their staff officers and later retrieved from them. In all, a total of 543 questionnaires were administered and 410 were retrieved. Five out of the 410 questionnaires retrieved were invalid due to incomplete responses. The survey ended up with 405 valid questionnaires, which represent a percentage return of 74.58, and this forms the basis of the analysis. The adequacy of the sample size was determined based on the population in Jos and with inferences from previous studies. The exact population of public sector workers in the city of Jos is not known, but the human population in the city of Jos was estimated at 736,016 in 2006 (Government of Plateau State, 2008: 15). Israel (2010) stated that at five-percent precision levels, a sample size of 400 is an adequate representation of populations above 100,000. Similarly, Taylor (2012) says that, for an unknown target population, 300–500 respondents can work as long as the survey is representative. In this case, there is a human population (736,016 people in 2006) estimate which serves as a clue, and in any case, the population of public sector workers in Jos can only be a fraction of the total estimate. Thus, a sample of 405 is considered an adequate representation.

The analysis proceeds to examine fairness in relation to the subsidy arrangement in Jos. This was achieved by analysing the responses collected in the questionnaire survey. The questions asked in the survey were aimed at collecting information on certain attributes (such as tier of government employment, length of employment, grade level attained at work place, level of satisfaction with income and gender characteristics) that can potentially facilitate or restrain one’s ability to subscribe to the NHF scheme and benefit therefrom. The attributes of workers were used as the parameters for evaluation; accordingly, the first parameter is the tier of government employment of the respondent. On this basis, participation in the NHF scheme and access to mortgage housing for workers employed by Federal, State and Local Government organisations is examined. The second parameter used for evaluation is the length of employment, and on this basis, participation and access for workers that have been employed for 14 years or less, those employed for 15–28 years and those that have worked for 29 years or more were analysed. The third parameter is based on the staffing structure obtainable in the Nigerian civil service. The staffing structure runs from Grade Level 01–17 (see Adedeji and Olotuah, 2012: 83 for example) in most public organisations, and this has been employed as a measure for determining one’s ability to pay off owner-occupied housing (Lewis, 1977: 66, 67); it has also been used to gauge one’s financial capacity to access credit for housing (Adedeji and Olotuah, 2012: 82). In this study, the staffing structure is used to evaluate access to housing. Thus, access is evaluated for low cadre workers (GL 01–06), medium cadre workers (GL 07–12) and high cadre workers (GL 13–17). The fourth parameter is based on respondents’ feelings about their salary income. In regard to this, participation and access to subsidised mortgages is analysed based on those who feel bad about their income, those who feel neither bad nor good, and those who feel good. Lastly, participation and access to subsidised mortgages is examined on the basis of respondents’ gender: male or female.


The variables (attributes of respondents) under study are nominal/categorical in nature. The variables were statically scrutinised to find out whether they have any relationship with participation and access to the NHF mortgages. Pearson’s Chi-square and Cramer’s statistics were utilised in this analysis for the reason that they are the most appropriate for testing the relationship between categorical (nominal and ordinal) variables (Babbie, 1988; Friendly, 2003). Pallant (2011) concurs with Babbie and Friendly in confirming that Pearson’s Chi-square and Cramer’s statistics can efficiently determine whether a statistically significant relationship exists between two categorical variables.

The analysis follows this order: firstly, descriptive statistical tools were employed to examine the opportunity for subscribing to the NHF scheme and access a mortgage. At this level of analysis, a comparison was made between the categories that fall within each parameter. The next level of analysis determines the relationship and association that each explanatory parameter (tier of government employed, length of employment, Grade Level, feeling about income and sex) has with participation in the NHF scheme and access to mortgage housing. For this purpose, Pearson’s Chi-square and Cramer’s statistics were employed; p-values and Cramer’s V were reported. Pearson’s Chi-square statistic determines whether two variables are independent; if the significance value is small enough (less than 0.05), then a statistical relationship is said to exist between the variables under consideration. Cramer’s V statistic takes values from a minimum of 0 to a maximum of 1; the closer the statistic is to 1, the stronger the association between the variables (Field, 2009).

PARTICIPATION IN THE NHF SCHEME AND ACCESS TO SUBSIDISED MORTGAGE HOUSING IN JOS

Description of Respondents on the Basis of Evaluation Parameters

The analysis is based on 405 valid questionnaires, and the sample population consists of 270 male subjects (representing 67.2%) and 132 females (who represent 32.8%). The distribution of subjects according to tier of government employment indicates that 35.6% (144 subjects) were employed in Federal Government organisations; 38.5% (156 subjects) were employed in State Government organisations and 25.9% (105 respondents) were employed in Local Government Council departments. From the sample population, 51.5% (208 subjects) have worked for 14 years or less; 35.6% (144 subjects) have been in a public sector job in the range of 15–28 years while 12.9% (52 subjects) have worked for 29 years or more. The subjects consist of 17.6% (70 subjects) low cadre workers within Grade Levels 01–06; 60.1% (239 subjects) middle cadre workers within Grade Levels 07–12 and 22.4% (89 subjects) high cadre workers. Regarding their incomes, 55.0% (222 subjects) feel “good” about their income; 14.9% (60 subjects) said their income was “neither good nor bad”; 30.2% (122 subjects) felt their income was “bad”. These variables summarise the attributes of the workers being examined.


Assessing the Level of Participation of Workers in the NHF Scheme

The question that followed after respondents provided their personal information was a probe to confirm the level of participation in the NHF scheme. From the sampled population, 43.3% (175 subjects) said they were participating in NHF while 56.7% (230 subjects) said they were not. This level of participation is low, and a search for reasons why some workers were not subscribed to the scheme suggests the following. Out of the 230 subjects that were not subscribing, 45.6% (104 respondents) were unaware of the existence of the NHF scheme; 17.9% (40 subjects) did not wish to participate and 35.4% (79 subjects) gave other reasons: “my employer refused to let us participate”; “my place of work is not captured on the NHF scheme”; “the NHF scheme is dead”; “the NHF does not operate”; and “the labour union stopped us from participating in the NHF”. These responses appeared in several completed questionnaires, cutting across workers employed in Federal and State Government agencies. The workers employed in the Local Government Council departments wrote in several completed questionnaires that: “there is no NHF provision for the Local Government Council workers”. On the basis of this analysis, it is concluded that the primary factor that accounts for the low participation of workers in the NHF scheme is their lack of awareness about the housing finance policy. The views of respondents indicate that public sector employers and labour unions do have an influence on the participation of workers. Additionally, the NHF scheme does not operate in all the public organisations in Jos, and there is an indication that Local Government employees have less opportunity to participate in the scheme. Further analysis will examine why this is so in Jos.

The Influence of Tier of Government Employment on Participation and Access

The fairness of the subsidised mortgage scheme is examined in relation to tier of government employment of the respondents. There were 404 valid cases (subjects who responded to this) and the analysis indicates that: participation is high among Federal Government workers (88 respondents; 50.3%) compared to those employed by State Government (82 respondents; 46.9%) and Local Government (five respondents; 2.9%) organisations (see Table 2). As clearly seen, the Federal Government workers have more opportunity to participate in the NHF scheme than State Government workers, who in turn have more opportunity to participate than Local Government workers. Employees of Local Government Councils are the least favoured by the subscription housing finance arrangement. This corroborates the comments written by Local Government Councils workers who repeatedly indicated that the NHF scheme does not operate at their level. The test of statistical significance also validates this finding: tier of government employment of public sector workers in Jos was found to influence participation in the NHF scheme. Based on the results presented in Table 2, the Pearson Chi-square value obtained is less than impossible (Chi-square = 86.816; p = 0.00) and the Cramer’s statistic (V = 0.464) indicates a strong association.


Table 2. Relationship between the Tiers of Government Employed with Participation in NHF Scheme and Access to Subsidised Mortgage in Jos



	Tier of Government Employed
	
Participation in NHF Scheme


	
Accessed/Plan to Access NHF Mortgage





	
Yes (%)


	
No (%)


	
Yes (%)


	
No (%)





	Federal Government organisation
	
88 (50.3)


	
56 (24.5)


	
09 (64.3)


	
122 (36.4)





	State Government organisation
	
82 (46.9)


	
74 (32.3)


	
05 (35.7)


	
130 (38.8)





	Local Government Council department
	
05 (02.9)


	
99 (43.2)


	
00 (00.0)


	
80 (24.8)





	Total
	
175 (100)


	
229 (100)


	
14 (100)


	
332 (100)





	Relationship and association of variables
	Relationship between tier of government employed and participation in NHF scheme (Chi-square = 86.816, p = 0.00; V = 0.464)
	Relationship between tier of government employed and access to mortgage (Chi-square = 6.282, p = 0.04; V = 0.134)




Access to NHF mortgages is examined in relation to tier of government employed, and for this analysis, 59 cases were missing and 346 were valid. The results indicate that only 14 subjects have accessed or plan to access an NHF mortgage (see Table 2). Out of the 14 subjects, more than half (nine respondents; 64.3%) were employees of Federal Government organisations, five (35.7%) were employed in State Government organisations and none was employed in an LGC department. A Chi-square value of 6.282 (p = 0.04) and Cramer’s statistic of V = 0.134 were obtained from the tests of relationship and association. On the basis of this finding, it is concluded that the subsidised housing scheme is not equitable to workers on the basis of tier of government employment. Federal Government employees appear to derive higher benefits from the NHF scheme over those employed in Local and State Government organisations. Additionally, those employed in LGC are the most deprived.

Effect of Length of Employment on Participation and Access

The purpose of this analysis is to find out if length of employment gives undue advantage for participation in the NHF scheme and access to mortgage housing in Jos. Three respondents did not respond to the question, which leaves 403 valid cases for the analysis. The examination of participation in the NHF scheme (Table 3) indicates that: 43.1% (75 respondents) of subscribers have worked for 14 years or less; 40.8% (71 respondents) have worked between 15 and 28 years; and a small fraction of 16.1% (28 respondents) have worked for 29 years or more. The test of relationship (Chi-square of 8.687, p = 0.013; Cramer’s statistics of V = 0.147) is statistically significant, indicating the presence of a relationship and an association between the length of employment and participation in the NHF scheme.


Table 3. Relationship of Length of Employment with Participation in NHF Scheme and Access to Subsidised Mortgages



	Length of Employment
	
Participation in NHF Scheme


	
Accessed/Plan to Access NHF Mortgage





	
Yes (%)


	
No (%)


	
Yes (%)


	
No (%)





	Less or equal 14 years
	
75 (43.1)


	
132 (57.6)


	
07 (50.0)


	
167 (50.0)





	15 to 28 years
	
71 (40.8)


	
73 (31.9)


	
06 (42.9)


	
121 (36.2)





	29 years and above
	
28 (16.1)


	
24 (10.5)


	
01 (7.1)


	
46 (13.8)





	Total
	
174 (100)


	
229 (100)


	
14 (100)


	
334 (100)





	Relationship and association between variables
	Relationship between length of employment and participation in NHF scheme (Chi-square = 8.687, p = 0.01; V = 0.147)
	Relationship between length of employment and access to mortgage (Chi-square = 0.599, p = 0.74; V = 0.041)




In regard to those that have accessed or plan to access an NHF mortgage, the results (Table 3) are consistent with the participation: there were 348 valid cases out of 405; only 14 respondents confirmed to have accessed or plan to access an NHF mortgage, and 50.0% (seven respondents) are those that have worked for 14 years or less; 42.9 (six respondents) have been employed in the range of 15 and 28 years; and only one respondent, representing 7.1%, is among those that have worked for 29 years or more. However, there is no statistically significant relationship (p = 0.74) between length of employment and access to NHF mortgage in Jos. The association between these variables is also weak as confirmed by Cramer’s statistic (V = 0.041). On the basis of this finding, it is concluded that a longer period of employment does give undue advantage for participation in the NHF scheme, and such advantage is not confirmed for access to a mortgage in Jos.

The Influence of Position Attained (By Grade Level) at Work Place

The opportunity for participation in the NHF scheme and access to mortgages on the basis of position attained at the work place is examined in this section. Eight respondents did not respond to the question and are treated as missing. As illustrated in Table 4, only 173 workers out of 397 were subscribed to the NHF scheme, and the response rate for subjects who reported that they were subscribed to the NHF scheme is 12.1% (21 respondents) among low cadre workers; it rises to 63.0% (109 respondents) in the middle cadre and decreases to 24.9% among the high cadre. This suggests that as subjects attain higher positions in a public sector job, they tend to gain more opportunity to subscribe to the NHF scheme, but middle level cadre subjects have the highest rate of subscription. The position attained at the work place (by Grade Level) was found to have a statistically significant relationship with participation in the NHF scheme (p = 0.04), and Cramer’s statistic (V = 0.124) also suggests the presence of an association between position attained at the work place and participation in the NHF scheme.


Table 4. Relationship of Position Attained at Work Place with Participation in NHF and Access to Subsidised Mortgages



	Position Attained at Work Place
	
Participation in NHF Scheme


	
Accessed/Plan to Access NHF Mortgage





	
Yes (%)


	
No (%)


	
Yes (%)


	
No (%)





	Low cadre (Grade Level 01–06)
	
21 (21.1)


	
48 (21.4)


	
03 (21.4)


	
57 (16.6)





	Middle cadre (Grade Level 07–12)
	
109 (63.0)


	
130 (58.0)


	
07 (50.0)


	
206 (60.1)





	High cadre (Grade Level 13–17)
	
43 (24.9)


	
46 (20.5)


	
04 (28.6)


	
80 (23.3)





	Total
	
173 (100)


	
224 (100)


	
14 (100)


	
343 (100)





	Relationship and association of variables
	Relationship between Grade Level attained at work place and participation in NHF scheme (Chi-square = 6.060, p = 0.04; V = 0.124)
	Relationship between Grade Level attained at work place and access to mortgage (Chi-square = 0.621, p = 0.73; V = 0.043)




The result obtained (Table 4) from evaluating the opportunity for access to mortgages is consistent with that of participation in the NHF scheme. With only 357 valid cases and 14 workers who have accessed or plan to access an NHF mortgage, the analysis reveals that the rate of access to mortgages was 21.4% (three respondents) among the low cadre subjects; 50% (seven respondents) among the middle cadre; and 28.6% (four respondents) for high cadre workers. However, the test of statistical significance (p = 0.73; V = 0.043) indicates the absence of a relationship or association between position attained at the work place and access to an NHF mortgage.

Gender, Participation in the NHF Scheme and Access to Subsidised Mortgages

The fairness of the housing finance arrangement is examined in relation to gender. There were 401 valid cases and a higher number of male respondents as seen in previous analyses. In regard to participation in the NHF scheme (see Table 5), the majority were male subjects (73.8%) and only male subjects have had access or plan to access an NHF mortgage. A statistically significant relationship exists between respondents’ gender and participation in NHF (p = 0.01; V = 0.125). There is also a statistically significant relationship between gender and access to NHF mortgages (p = 0.01; V = 0.132). All these are in favour of males as opposed to females.


Table 5. Relationship of Respondents’ Sex with Participation and Access to NHF Mortgage



	Respondents’ Sex
	
Participation in NHF Scheme


	
Accessed/Plan to Access NHF Mortgage





	
Yes (%)


	
No (%)


	
Yes (%)


	
No (%)





	Male
	
127 (73.8)


	
142 (62.0)


	
13 (100.0)


	
226 (67.9)





	Female
	
45 (26.2)


	
87 (38.0)


	
00 (00.00)


	
107 (32.1)





	Total
	
172 (100.0)


	
229 (100.0)


	
13 (100.0)


	
333 (100.0)





	Relationship and association of variables
	Relationship between respondents’ sex and participation in NHF scheme (Chi-square = 6.224, p = 0.01; V = 0.125)
	Relationship between respondents’ sex and access to mortgage (Chi-square = 6.047, p = 0.01; V = 0.132)




THE TARGETING OF SUBSIDIES

The analysis conducted confirms that employment characteristics (tier of government employment, length of employment and position attained at the work place) and gender influence participation in NHF. However, only tier of government and gender were found to influence access to an NHF mortgage in Jos. On the basis of this finding it can be concluded that the NHF arrangement is not equitable. Beyond this, the Nigerian experience of subsidising housing through the FMBN and the NHF scheme falls short of some basic principles for targeting of subsidies. Subsidies should be designed to serve the interests of the public, and there should be a mechanism for monitoring its implementation to ensure compliance and effectiveness (World Bank, 2013). This principle is lacking in Nigeria as substantiated by the low level of awareness about the NHF housing finance scheme in Jos. The previous analysis revealed that 223 out of 405 respondents were not subscribed to the NHF scheme. And almost half (104) of those who were not subscribed to the scheme confirmed that they were unaware of its existence. People have to be aware of the subsidy scheme in order to benefit from it, but this is not the case with the housing finance policy in Nigeria.

The analysis conducted to examine the effect of tier of government on participation in the NHF scheme revealed a statistically significant relationship. This prompted a further probe into the relationship of tier of government employment and reasons for not participating in NHF scheme (see Table 5). As indicated in Table 6, about half (49.0%) of those who were not aware of the existence of the NHF scheme were employees of Local Government organisations. The lack of awareness was seen less (28.8%) and less (22.1%) frequently among those employed in State and Federal Government organisations, respectively. The subsidy arrangement is more accessible to the Federal and State Government employees even though they expressed a high rate of not wishing to participate (35.0% and 37.5%, respectively) compared to the Local Government employees (27.5%) (see Table 6).

The World Bank (2013) provides that subsidies should be designed and administered based on “solid and rigorous information about what types of service people want and are willing to help pay for, what they are willing to use, what is the affordability for the target group, and what can be scaled up in the long term”. On the basis of lack of awareness, it can be concluded that this principle is grossly undermined by the Nigerian housing finance policy.

Table 6. Reason for Not Participating in NHF on the Basis of Tier of Government Employed

[image: art]

The principle of equity in relation to subsidy provision requires that government should encourage access for targeted segments (such as low-income households) of society (World Bank, 2013). In Nigeria, the NHF scheme is meant to facilitate access for low-income households, and in Jos, this segment appears to be high among the Local Government workers compared to State and Federal Government workers. However, the housing finance scheme is evidently not being targeted at the Local Government segment. The findings presented in Table 7 substantiate this claim: on the basis of satisfaction with income, there is a high response rate among the Federal Government (56.2%) employees compared to those employed in State (40.4%) and Local (3.6%) government organisations. In a similar manner, the level of participation in NHF is consistent with the level of satisfaction with income: 61.5% for Federal government; 37.5% for State; and 1.0% for employees of Local Government Councils. As evident in Table 6, the Local Government employees are highly dissatisfied with their incomes compared to State and Federal Government employees. This finding suggests that the poorer households are among the Local Government employees, and therefore, a case can be made for the NHF subsidies to be targeted at them.

There is a feeling of fear and worry about the inconsistent nature of government policies in Nigeria. This concern was expressed by a respondent who said: “Government policies have been very unstable and I cannot trust the housing policy”. Closely related to this is a concern of mistrust regarding the housing finance policy. One respondent observed that: “…when a worker subscribes to it, the money is eaten by corrupt officials”. There is also a fear arising from the lack of transparency and accountability on the part of NHF administrators. This is raised in the following response: “The operators of the NHF scheme are not honest at all, after being on waiting list for a long period one’s turn will never come”. Furthermore, the arrangement for supplying mortgage housing to NHF subscribers is not appealing to the workers in Jos. As indicated earlier, the housing finance policy permits the FMBN to approve loans to developers on behalf of subscribers who have applied for a loan. Some respondents expressed concern over this: “…the NHF arrangement is good but the policy for release of funds to contributors only through estate developers is not fair because it does not allow one to build to his/her specification and taste”. Another respondent said: “I would like to decide on the type of house to buy. With the NHF scheme it is not like that because developers build to their specifications and not to our taste”

The issues raised by workers are a potential setback to participation in the NHF scheme and access to subsidised mortgages. The workers in Jos are more inclined to use alternative sources of finance compared to the NHF mortgages. The subjects were asked to identify sources of finance they have used or plan to use in acquiring houses. For this question, 349 subjects responded out of 405, and the results presented in Figure 2 indicate that the use of personal savings is high at 49.9% (174 subjects) followed by those who combined different sources of finance at 18.3% (64 subjects) and those who use alternatives sources such as Cooperatives/Thrift (15.5% = 54 subjects). This finding suggests that the NHF scheme has limited significance when compared to alternative sources, and perhaps, that it is less reliable compared to the alternatives.


Table 7. Participation in NHF Scheme by Tier of Government Employed and Controlling for Level of Satisfaction with Income
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Figure 2. Sources of Housing Finance Used by Workers in Jos




CONCLUSIONS

This study was conducted to identify the variables influencing access to subsidised mortgage housing in Jos, Nigeria. In achieving this goal, the practice of subsidising housing in Nigeria was examined in relation to the experience of selected emerging economies. On the basis of this comparison, the study concludes that the design of Nigeria’s housing finance subsidy lacks the potential to alleviate funding constraints by the subsidy provision agency (the FMBN); it exposes the mortgage institutions (the FMBN and PMIs) to mortgage credit risk; and it provides less mitigation (to high risk mortgage takers) against employment and earnings uncertainties. Recommendations and suggestions in relation to these findings are provided in previous discussions.

Furthermore, the study found that there is a limited supply of subsidised housing for the benefit of NHF subscribers; an uneven distribution of subsidised mortgage housing across Nigeria; the inability of low-income subscribers to make initial down payments required prior to taking possession of a mortgage; and the absence of multiple subsidy options. These issues account for the poor supply of mortgage housing in Jos, and they also constrain access to the small number of houses supplied for the benefit of NHF subscribers. It is recommended that government should give attention to these problems. The experience of other developing countries as outlined in the study can help Nigeria to effectively tackle these problems.

The empirical study conducted identified a number of variables that influence workers’ participation in the NHF scheme and access to subsidised mortgage housing in Jos. Firstly, there is a low level of participation in the NHF scheme in Jos, and one key factor that accounts for this is the lack of awareness about the housing finance policy. Secondly, participation in the NHF scheme on the basis of tier of government employment, length of employment, position attained at the work place and on the basis of gender is not equitable for the public sector workers in Jos. Thirdly, there is an acute shortage in the supply of subsidised housing in Jos, and access to the limited volume supplied is not equitable on the basis of gender and tier of government employment. Fourthly, the subsidy is not well targeted at the low-income segment, which is found to be high among Local Government employees. In addition, the workers in Jos are worried about the inconsistent nature of government policy, corruption among administrators of the subsidy scheme, lack of transparency and accountability, and the unappealing process of approving NHF loans to subscribers. These issues are partly responsible for the limited use of the NHF scheme compared to alternative financing solutions in Jos.

Overall, the subsidised mortgage system can potentially extend homeownership opportunities to low-income households in Jos. However, there is a need for increased participation of workers in the NHF scheme, and the government also needs to improve the effectiveness of the NHF mortgage system. The findings suggest the necessity for FMBN to carry out sensitisation and awareness campaigns about the NHF scheme. This could lead to a change in the negative perception that workers hold about the scheme. The FMBN can also gain the trust and confidence of the public through this process. In addition, there is a need to set ethical standards around the subsidised mortgage system. This will improve the transparency of the FMBN and its affiliated PMIs and developers. The roles of employers and labour unions are critical to the success of the NHF scheme. Therefore, it would be helpful for the government to put in place a mechanism for collaboration between the FMBN, the labour union and the employers. This may help to influence employers to allow their employees to participate in the NHF scheme. The lack of fairness resulting from gender and employment characteristics needs to be addressed by making participation in the NHF scheme equitable for all workers. Lastly, there is a need for oversight of the housing allocation mechanism to checkmate any tendency toward favouritism.
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