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Development of a Damage Model for Assessing Financial
Impacts of Delay on Construction Projects

Farbod Mortazavil
Saied Yousefi "2

Abstract
Time is one of the most notable criteria in project life cycle and considered as one of

the most important aspects for project succeed. Delay will increase direct costs and
construction risks through the usage of machinery and resources. On the other hand,
it will postpone project's operational phase though the payback period will be
prolonged. Hence, the benefits of the project can be affected by delays. Inflation,
devaluation, fluctuations of exchange rates and economic stagnations are the reasons
which will affect negatively on project's interests. These are the indirect effects and
threats caused by delay. Both direct and indirect financial aspects of delay is obvious
to all parties and stakeholders but the quantity of these damages are not such clear.
If the parties can have the quantity of all the direct and indirect extra costs _caused
by the delays_ they may gain a better perspective to have more reliable time
management plan and prevent the probable future financial damages.

The goal of this research is to determine the negative effects of delays directly and
indirectly. After determining these aspects and effects, by considering the contract
type and project delivery system, delays can be analyzed by the method of daily
windows and under multiple baseline updates. Hence, the financial damages, which
are the outputs of this model, is allocated to different parties (e.g. client and
contractor). Also, this model can calculate the damages based on comparison of
scheduled and hypothetic scenarios. According to this analysis, both parties will
proactively know the financial consequences of delays even before signing contract
and in the bid phase (after the completion of design). Therefore, they can schedule
project tasks more carefully to minimize the damage. This financial model can lead
contract to have fairer penalties for delays and thus, future claims can be minimized.

Keywords
Delay damages, Financial Model, Contract, Project Claim Management.
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