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Abstract

Poor project success in work delay among real estate development projects still happening
in Malaysia according to statistical records from Ministry of Housing and Local Government
Malaysia, despite the evolution and availability of various project management methods
in literature (AlSehaimi, Koskela, & Tzortzopoulos, 2013). Therefore there is a need for
localized alternatives research approach in project management. The aim of the local
alternative research approach is to examine the factors that contribute to reduce project
delays by focusing on a number of key factors such as financial factors, in specific, the
importance of in depth study of these factors in real estate developer in Selangor,
Malaysia. This study also investigated whether the demographic characteristics of the
respondents contributed to the assessment differences identified with the success factors
of the project. The target group of the study consisted of project managers affiliated with
Real Estate Developers in Selangor, Malaysia. A total of 50 respondents were selected for
the survey. The result is to develop a conceptual model that could contribute to improve
in reducing project delay by studying the financial causes of delay factor specifically in
Selected Real Estate Development Company in Selangor, Malaysia with a localized
alternative research approach and not a one size fit all conceptual model.

Keywords: Project, Delays, Financial, Factors, Real Estate Developer, Selangor, Malaysia,
Project Management

Introduction

Malaysia is a rapidly evolving nation in Asia whose economy has recently been heavily
dependent on agriculture, forest ranger service, oil and etc. The shaping of this vision is
the result of a contribution in business that depends on the significant and effective
success of the operations where Project management in Malaysia is evolving dramatically.
Currently it is used in almost all projects, e.g. In government, construction,
telecommunications, IT, education and banking. Conscious and effective project
management is critical to an organization's success in improving efficiency. The skills and
responsibilities of project managers are a source of security, success and capacity for many
organizations in Selangor, Malaysia. It is crucial that government could offer and
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advertised as an economic transformation program that require examination of successful
project management systems in order to bring the country's economic performance to
greater heights. In addition, the future of energy-efficient energy in Malaysia is recognized
as the developing company, therefore, this priority is crucial to achieving successful project
management in operations.

Even with advances of project management method in the construction industry, delay is
undoubtedly a critical factor that can be seen as a critical factor in project performance as
researchers give clues about project progress. There are several reasons for the delay and
issue of delay, reasons such as "the possible delay in transportation of material", in "Air
Terminal Construction Adventure" in the Philippines, machine failure or transmission
failure responsible for "Xieng Khouang Road Development", these are reasons and events
for delay failures which depends on whether a construction project achieves its goals
within the expected costs. Cost invasion is a moderate issue that is almost related to most
of the exercises associated with the construction industry. In non-industrialized countries,
where these results sometimes exceed some of the typical costs of planned projects, this
has become more and more extreme.

Despite the fact that project management methods are basic tools commonly used in the
construction industry today, the results of previous research show an impotent track
record in managing projects in solving the problems especially problem of costs and delays.
Numerous projects have been ineffective that sets standards for cost and time. The main
problem is that the project is affected from the originally planned time and ends late.
Likewise, the repeated output shows that the problem is not completely solved despite
the evolution and availability of various project management methods in literature
(AlSehaimi et al., 2013).

According to (Portal Rasmi Jabatan Perumahan Negara, 2021), the housing delay in
Selangor is the largest, with 10,951 units of housing affected as of October 2021. A total of
8,008 property buyers in the Malaysian state of Selangor have been impacted by the
housing development delays.
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Ims Statistic of Private Sector Housing Project Delay updated October 2021

KPKT

Project

[Aeem] On Time Project Delayed project Abandoned Project
No. | States project Not
Started
Numbers Numbers Numbers Numbers Numbers Numbers Numbers Numbers Numbers Numbers
of of of of of of of of of of
Projects Projects Units Purchasers | prgjects Units Purchasers Projects Units Purchasers
1 Perlis 27 3 19 1,174 739 0 0 0 ] 235 178
2 Kedah 247 16 197 18,195 9,920 12 1,420 917 22 1,774 882
3 E[Lg\l,ayj Pinang 163 8 137 34,384 14,712 3 653 360 15 3,062 1671
4 Perak 474 45 369 37,789 18,574 11 3,352 2,242 49 4,092 2212
5 Selangor 962 43 788 144,060 59,302 35 10,951 8,008 98 18,300 9,005
6 Wilayah 245 15 200 132,507 79,901 3 622 398 27 7618 3,398
Persekutuan
7 Negeri 198 26 150 20,064 8,733 5 305 69 17 2,860 1,682
Sembilan
8 Melaka 182 15 132 12,325 7120 14 2,021 1,356 21 4,087 1,616
9 Johor 495 33 427 77,056 27,633 1 T 89 34 6,754 3,299
10 | Pahang 353 14 312 18,254 6,164 0 0 0 27 4,620 2,262
11| Terengganu 99 8 59 4115 3,584 3 91 76 29 1,873 960
12 | Kelantan 126 9 84 3,886 875 ] 0 0 33 1,748 569
JUMLAH 3,571 235 2,874 503,809 247,263 87 19,492 13,485 375 57,023 27,734

Table 1. Statistic of Private Sector Housing Project Delay (Portal Rasmi Jabatan Perumahan
Negara, 2021)

Literature Review

In Malaysia, Real estate developer plays two major roles on the acquisition of land and the
commencement of construction activities. Some developers conduct construction
activities through an associated company or select contractors via an open bidding process
(Anikeeff & Sriram, 2008). Real estate developers implement a significant proportion of
this private business work, especially when many firms now choose to lease even their
company buildings, give them more capacity and reduce borrowing. The developer is the
most reluctant member in the supply chain of an innovative product due to perceived risks
of acceptance (McCoy et al., 2009). The developer has an enormous obligation to ensure
that his/her project is properly accomplished, but unfortunately it is not normally the case.
Developer is responsible for in-house design and planning, project finance, project
execution/ management, project definition/formulation, legal agreements, schedule
urgency and schedule duration, social elements, policy/social factors and contracting with
the assistance of consultants (Ezebilo, 2020) stated real estate developers could have a
major role in improving cityscapes and assessing environmental consequences. Developers
seek regulatory certainty and operational flexibility, while governments seek certainty that
environmental, social and infrastructure development conditions to be met by developers
(Taylor et al., 2012).

Various causes of delay have been identified over the years that causes project delay in
housing project. Among the critical ones are the Organization factors, Project Manager
factors and Financial Factors.

In regards to Organization factor (Dissanayake, 2006) organizational construction refers to
a process of common consciousness formation that occurs through the interaction of
actors to achieve mutually agreed goals. In this sense, the main mechanisms of
organizational construction are identified as the interaction of actors, shared sense-
making, and the construction of meaning in the organizational environment. More
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importantly, it presents the view that organizational rationality, organizational
effectiveness and efficiency, and the organizational environment are time-bound and
contextually constrained constructs. Therefore, all these impact finally resulted in the
significant project delay.

In regards to Project Manager factors (Alvarenga et al., 2019), Project manager is a person
who in charge of the success of a project in terms of cost and technical performance, he is
a leader of a project team and use his knowledge, skills and experiences to ensure the
project is completed on time and within the budget (Sumner, 1999). Lack of proper
planning and control might cause the work assignments overlap during the construction
(Arachchige, 2014). Lack of induction and training of human resources will have
significantly negative impact on the work effectiveness (Memon et al., 2014). Failure in
making decision and correct action efficiently may result the need for change order due to
cost increment and the construction being delayed (Gonfa, 2019). Poor leadership by
project manager will directly impact on the lifestyle of the subordinates by causing them
become lack of direction and purpose. Therefore, all these impacts finally will bring to the
significant project delay.

In regards to Financial Factors. Project financing factor is the most important factor that
causes delays and cost overruns because the financing of projects is a serious problem for
the construction industry (Frimpong et al., 2003). Unresolved project financing factor will
negatively affect client business and financial management (Muya et al., 2013), withhold
of payment by client (Booyens et al., 2015) and also contractor's invalid claim (El-Kholy &
Akal, 2019). However the aim of this research is a localized alternative. Therefore, we
would breakdown the sub-factors for financial that causes the project delay as follows
(Table 2) :
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No |Financial Sub-factors Description reference
_— . . Client's poor business and financial management that hinders enhancementin
Client's poor financial . . . ) L
) the delivery of construction projects, such as inadequate preliminary cost (Muya, M. et
1 and business ) . - . . .
estimates or insufficient allocation of money and inconsistent release of funds |al. 2014)
management ) . ) .
by clients or delayed settlement of interim payment certificates
. When the client is in a situation where the cash flow is insufficient, the client
Withhold of payment ) . . (Booyens et
2 . may wish to withhold payment or pay only a certain amount to the contractor
by client 3 al., 2015).
until the cash flow problems are corrected
Delay in certification of |Whether the project is funded by the public sector or the private sector, itisa (El-khol d
-Kholy an
3 interim payment by common phenomenon to delay the issuance of contractor invoices, because the Akal 20:9)
al, .
consultant process of obtaining payment in Malaysia is very long and complicated
Insufficient . . .
documentation and The main reasons for inaccurate valuation include lack of knowledge and (Babawale
4 | ) experience of consultants which is related to the availability and interpretation |and Omirin,
information for - .
. of information 2012).
valuation
Involvement of too ) - . .
L The processing of payment certificates includes more than thirty steps from (Laryea,
many parties in the . . ; ) ) L
5 . invoice to receipt of the paycheque. Any undue delay in honouring payment Leiringer and
process of honouring e ) . )
. certificate will harm the whole project period Hughes, 2011).
certificates
Heavy work load of
Y Excessive workload, for example, due to intensive work (excessive quantity) in a
consultant to do . ) ) . . (Leungetal.,
6 . L limited time frame or inefficient management is one of the sources of
evaluation for variation 2005).
consultant task stress
order
Project imbalance is the result of working on many projects at the same time, (Zika-
Contractor handles too o . . .
7 manv brojects at the making it much harder for project managers and project members to focuson  |Viktorsson,
sameyt'?mi' particular work items, and it is asserted that it causes them less able to compete |Sundstrém
productively and Engwall,
, The financial stability of a contractor refers to their financial status and ability
Contractor's unstable . ) . ) ) (UKEssays,
8 ) ) to manage their finances effectively and continue to fulfil their contractual
financial background o ) ] 2018).
obligations without assistance
Unqualified contractor |Underbidding means that the contractor's quotation for a bidding project is (Korczyn
9 underbidding the lower than the cost involved. Then, the contractor redoubled its efforts to 1996)V !
project cost generate “extra” ’
(John,
10 Lack of regularly cash  |Regular cash flow forecasting leads to early recognition of potential cash flow  |Bernard and
flow forecasting problems Edward,
2017).
Poor credit
. Having poor credit means that the company has negative aspects of the credit
11 |arrangement with . L . ) (Irby, 2020).
. history that indicate that the company is a risky borrower
creditors and debtors
(Abdul-
12 Difficulties in getting Loans are difficult to obtain from financial institutions because they have a Rahman,
loan from financiers strictly regulated checklist of the financial situation of borrowers Takim and
Min, 2009).

Table 2 : 12 sub-factors of financial causes of project delay

In this study, the critical factors such as organization factors, project manager factors and
financial factors are considered as the independent factors of the study while on the other
hand project success in reducing delays is dependent upon the Critical factors which
resulted as the dependent factor due to the success in reducing project delays. It shows a
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direct cause and effect relationship between independent and dependent factors of the
study.
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project
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Figure 1. Conceptual Model of study between O(Organization factor ), P( Project Manager
factor ),F (Financial factors),1,2,3,4,5,6,7,8,9,10,11,12( Financial subfactor in table 2) and LC(

Localized Caused for Project Delay)
Source : Self proposed

This study seeks to gather data on the issue of critical factors to reduce project delay in
Selangor, Malaysia using a survey tool that brings together respondents on the three
factors examined: (a) Organization factors, (b) Project Manager factors, and (c) Financial
factors. The considered population consists of project managers from organizations in
Selangor, Malaysia. The purpose of the questions in the tool is to cover all the factors
examined. There are 3 factors and 12 subfactors in the study, which examined the 3 factors
of organization, project manager and financial. The tool used for this survey is a group of
guestionnaires that use different scales, including the Likert scale.

The Likert scale asks respondents to respond to a series of proclamations by showing
whether they strongly disagree, disagree, neutral, agree, or strongly agree with each
statement. Each response is related to a score, and a person's score is determined by
adding scores in each link. The questionnaire is divided into two areas as follows: Part 1:
consists of 50 questions identified with the 12 sub- factors in table 3. Area 2: contains
guestions identified by the respondent's demographics, e.g. Gender, ability, long
participation times. To collect data on the investigated factors, a study based on table 3
will be used to adapt to the area around Selangor, Malaysia and covers additional aspects
that apply to the presented questionaires.

In comparison, survey data is collected manually or sent via email. All corresponding
answers are collected in a dataset in Microsoft Excel, which can be used in the statistical
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software package. Statistical Package Social Sciences (SPSS) for Measurable Research. The
investigation is performed using descriptive investigation, reliability test and sample t-test.
The descriptive research consists of examining the profiles of the respondents. For
example, the survey will determine the gender level of the respondents, the time or
knowledge of people in project management, and the type of industry.

The 50 respondents were randomly selected from a number of organizations affiliated with
project management exercises in real estate developer in Selangor, Malaysia using the
following questionnaire in Table 4 derived from Table 3.

Question of Financial Sub-
No |Factors That Causes Project
Delay

Strongly | _. Strong
) Disagree| Neutral | Agree
disagree Agree

Client's poor financial and
business management

2 |Withhold of payment by client

Delay in certification of interim
payment by consultant
Insufficient documentation and
information for valuation
Involvement of too many

5 |partiesin the process of
honouring certificates

Heavy work load of consultant
6 |to do evaluation for variation
order

Contractor handles too many
projects at the same time
Contractor's unstable financial
background

Unqualified contractor
underbidding the project cost
Lack of regularly cash flow
forecasting

Poor credit arrangement with
creditors and debtors
Difficulties in getting loan from
financiers

10

11

12

Table 3 : Questionnaires derived from Table 2.

Conclusion

The research was conducted to distinguish the essential financial sub-factors on the
effectiveness in reducing of project delay in Selangor, Malaysia. It is widely reported in the
literature that organization, project manager and financial factors are critical to the success
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of reducing project delays. In general, several new findings also highlighted the importance
of certain critical financial sub-factor that needs to be addressed to minimize delay by using
data from 50 respondents in Real estate Developer based in Selangor, Malaysia. By
employing the conceptual model in Figure 1, Real estate developers will be able to localize
and effectively address the critical sub-factor to reduce project delay for future housing
projects in Selangor, Malaysia.
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