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<Abstract>

Analysis on the Trends in Construction Claims in
Korea

Recent claims by the contractors against the owner in Seoul subway
construction projects have motivated the needs for claims research in
the Korean construction industry. Furthermore, it is expected that
Seoul subway cases will bring an increased number of claims in domestic
construction  industry. If the construction industry, including the
project owner and/or contractor, is to reduce the potential for a claim
on a project, it must be understood the reason for the claims occurring
in the industry.

Nevertheless, to date, there have been few systematic efforts to
gather and analyze relevant cases for construction claims. Therefore,
previous cases and lessons-learned are not effectively utilized for the

|

claims resolution although its' importance in construction claims is
widely recognized.

Thus, the purpose of this research is to provide data and findings
from the claims cases in domestic construction industry that can be
utilized as an effective basis in claims resolution. By gathering and
analyzing the claims cases, this research proposes a Dbasis for the
liability and damages compensation that can avoid legal disputes.

The survey shows an increasing number of lawsuits in domestic
construction industry since 1988. Most lawsuits involve  ‘construction
payment’ and ‘damages compensation’, whereas data from an authoritative

interpretation show the majority of questions are concerned about

‘contract price adjustment due to cost escalation’ and ‘contract price
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adjustment due to design changes’.

The potential claims areas suggested in this research are based on
the actual frequency of claims/cases in domestic construction industry.
Therefore, it is necessary to preview the potential claims items before
signing a construction contract to avoid later disputes. These areas
include ‘changes in cost’, ‘design changes’, ‘progress payment after
termination’, and ‘damages compensation’” in contract conditions, which
should be reviewed carefully. Note should be made of the fact that the
cases and authoritative interpretations for the above areas have
happened several times in the same time period. Therefore, it is highly
possible for them to happen repeatedly. This situation requires a
systematic and continuous gathering and analyzing of cases relevant to
the potential claims areas in order to be utilized as an effective
database in construction claims resolution. This will be of benefit for
both the project owner and the contractor to avoid disputes throughout
the rapid claims resolution.

In addition, it is required to resolve claims positively  with
recognizing the benefit of rapid claims resolution for both parties. In
order to get the benefit of rapid claims resolution, it is necessary to
change the management paradigm in construction projects.  Recent
lessons-learned  from the cases that accelerate the claims resolution
process by apportioning the damages according to the relative fault
support the needs for paradigm shift. The claims should be resolved
rapidly and reasonably in construction site level with negotiation or
mediation between the owner and the contractor. The lawsuit is to be
used as a final process of construction disputes because both parties
lose costs and time once the lawsuit is processed. In order to support
the claims resolution, it is necessary to adopt an Alternative Dispute

Resolution(ADR) as a various claims resolution method in domestic
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construction industry. However, it is essential to recognize the claims
as by-products of construction process and rights of the parties.
Therefore, it is strongly recommended to change the management paradigm
in construction projects from the informal process of claims resolution
to the formal and rapid process of claims resolution by the exact

documentation between the parties.
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