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ABSTRACT 
Evaluation of cost overruns in public and private building projects in Nigeria was carried out to ascertain where the 

adverse effects of cost overruns in public building projects and private building projects are weighing more on the 

national economy.  Cost overrun in a project can be defined as the arithmetic difference between the final or actual 

cost and the budgeted cost of the project where the final or actual cost of the project is higher than the budgeted cost 

for the project. Data on budgeted or initial costs and actual or final costs were collected from 150 building projects 

comprising of 105 public projects and 45 private projects.  Numbers of projects without cost overruns and those with 

cost overruns were determined and expressed as a percentage of the numbers of projects in each category.  For the 

projects with cost overruns, the overruns were also expressed as a percentage of the initial or budgeted costs.  

Discrete ranges of cost overruns were set to determine the magnitude of cost overruns.  Results for the public 

building projects and the private building projects were compared.  From the comparison it is concluded that there is 

no appreciable difference in the frequency of cost overruns in public and private building projects; the magnitudes of 

cost overruns in public building projects are higher than the magnitudes of cost overruns in the private building 

projects.  It is recommended that both public and private building projects be given serious and equal attentions in 

actions taken to check the adverse effects of cost overruns on national development and growth of the economy. 

 

Significance: The study established that though cost overruns are generally higher in public building projects, no 

bias exists in the frequency of cost overruns between public and private building projects; so both 

deserve equal attention in actins taken to check cost overruns. 

 

 

Keywords: Adverse effects, Building projects, Client, Comparison, Cost overruns, economic viability, 

national economy, magnitude. 

 

 

1.0 INTRODUCTION 
Construction projects are fundamental to the development of any nation, and they serve as the primary 

infrastructures for the sustainable growth of any economy.  A healthy and sustained growth in the economy is 

usually associated with a boom in construction activities.  Sustained boom in the construction activities is an 

indication of a steady progress in the provision of the much needed infrastructures which serve as the main 

foundation for national development.  This foundation could be weakened by unsuccessful delivery of construction 

projects.  Construction project is regarded to have been unsuccessfully delivered if it was not completed within the 

budgeted cost and scheduled time, and/or if the required quality of the project is not attained.  It has been established 

(Giwa, 1988; Ogunlana and Olomalaiye, 1988; Dlakwa and Culpin, 1989; Mbachu, 1997; Elinwa and Joshua, 2001; 

Lawal, 2001; Ekechukwu, 2003; Uddesh, 2004) that in Nigeria, the major problem of construction projects delivery 

is the inability to complete projects within the estimated or budgeted costs.  The inability to complete construction 

projects within the budgeted costs gives rise to a situation referred to as cost overruns. 

Cost overrun comes into play when the final cost of a project exceeds the estimated or budgeted costs of the project.  

It is a situation that demands that additional money, with respect to the estimated cost, be provided to ensure the 

completion of the project.  Cost overruns have dire effects on projects, and by extension on the economy. The direct 

adverse effects of cost overruns on construction projects are that it reduces the economic viability of the projects in 

which cost overruns are being or have been experienced, and lowers the ability of engaging in new projects. These 
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adverse effects will, in turn, slow down the growth of the economy and national development.  One of the prominent 

factors that have been identified to be responsible for cost overruns in construction projects is the client (Inyang-

Udoh, 1982; Dlakwa and Culpin, 1989; Assaf et al, 1995; Chan and Kumaraswamy, 1997; Al-Momani, 2000; 

Flyvbjerg et al, 2004).  Not just the client, in a larger sense, is responsible for cost overruns in construction projects, 

but in a narrower sense, the type of client plays a major role in determining the extent to which construction projects 

overrun their costs. 

Clients of construction projects can broadly be divided into public and private clients.  Public clients are those 

clients within the governments circles at whatever level, form, or section,.  These clients engage in construction 

projects on behalf of the governments. The private clients are individuals, group of individuals or corporate bodies 

that engage in construction projects for their private and/or business purposes, or humanitarian purpose. Though cost 

overruns between the construction projects engaged in by these two types of clients differ because of the type of 

client involved, the extent to which this difference exists has not been established.  This study was, therefore, 

undertaken to assess the existence of this difference, to determine which of the clients attracts a higher cost 

overruns, and to establish the extent to which the difference in cost overruns between public construction projects 

and private construction projects exist.  All these will provide expansion and improvement on the knowledge of cost 

overruns in public and private building projects which will greatly assist in deciding where greater attention should 

be directed in checking the menace of cost overrun on the economy. 

 
2.0 LITERATURE REVIEW 

Construction projects have been found to be characterised by cost overruns (Bromilow, 1974; Dlakwa and Culpin, 

1989; Ekechukwu, 2003; Uddesh, 2004).  Giwa (1988) and Lawal (2001) observed that the major problem facing 

the Nigerian construction industry is that almost all projects are being completed at sums much higher than their 

initial contract sums.  In the opinions of Ogunlana and Olomalaiye (1988) and Mbachu (1997), the Nigerian 

construction industry is bedeviled with the problems of completing construction projects at high costs.  Elinwa and 

Joshua (2001) observed that completing construction projects on budgets continues to be a chronic problem in 

Nigeria. 

Numerous researches have been executed to compare cost overruns in construction projects under different 

conditions.  Merewittz (1973), Snow and Dinesen (1994), and Ellis (2005) in different studies that compared cost 

overruns in large and small projects arrived at similar conclusions that the track record of cost overruns is poorer for 

large projects than for small projects, and that cost overruns for large projects are particularly common and large. In 

comparing cost overruns in building and civil engineering projects, Giwa (1987), established cost overruns of 50% 

of the initial cost for as much as 10% of the building projects studied, and as high as 150% of the initial cost for as 

much as 10% of the civil engineering projects studied.  In studies undertaken to compare cost overruns in 

public sector projects and private sector projects, conclusions are that cost overruns are more rampant in public 

sector projects (Giwa, 1987; Achuenu, 1997; Lawal, 2001; Flyvbjerg et al, 2004; Uddesh, 2004).  Flyvbjerg et al 

(2003) compared cost overruns between public sector clients and private sector clients and concluded that cost 

overruns are more common with public sector clients than with private sector clients. 

Extra-budgeted costs of construction projects have been found to be the major obstacle to the successful delivery of 

construction projects (Mbachu and Olaoye, 1999; Elinwa and Joshua, 2001).  Morris (1990), and Uddesh (2004) 

described cost overruns as a threat to construction projects.  Dlakwa and Culpin (1989) observed that cost overrun 

has a “knock-on” effect on the construction industry, and indeed, on the economy as a whole. 

The menance constituted by the prevalent cost overruns to national development vis-à-vis the growth of the 

economy could be adequately tackled by an effective control of cost overruns.  This study believes that for effective 

control of cost overruns, expansion and improvement on the knowledge of cost overruns are essential. Bromilow 

(1974) asserts that few businesses can survive without an adequate knowledge of costs and without an intelligent 

control of costs. Expanded and improved knowledge on the cost overruns in public and private building projects will 

greatly assist in deciding where greater attention should be paid between public and private building projects  in 

checking the adverse effects of cost overruns. 

 

3.0 METHODOLOGY 
Data on estimated or budgeted costs and final or actual costs were collected from one hundred and fifty (150) 

randomly selected completed building projects comprising of 105 public building projects and 45 private building 

projects.  The collected data were analysed, and percentages of cost overruns were calculated.  For the purpose of 

comparison, discrete ranges of cost overruns were set to determine the extent of cost overruns. Results for the public 
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building projects were compared with that of private building projects.  Pictorial comparison of the cost overruns in 

both public building projects and private building projects is also demonstrated. 

 

4.0 DISCUSSION OF RESULTS 
Results are presented in table 1 and graphically demonstrated in figure 1. 

 

Table 1:  Cost Overruns in Public and Private Building Projects 

 

Classes of Cost 

Overruns 

(%) 

Building Projects 

Public Private Difference in 

representation 

(%) 
Number of 

Projects 

Representation 

(%) 

Number 

of 

Projects 

Representation 

(%) 

No overruns 

< 0 

15 14.29 6 13.33 0.96 

Very low 

0.01 – 10 

65 61.90 26 57.78 4.12 

Low  

10.01 – 20 

19 18.10 8 17.78 0.32 

Medium 

20.01 – 30 

2 1.90 4 8.89 6.99 

High 

30.01 – 40 

1 0.95 1 2.22 1.27 

Very high 

> 40 

3 2.86 0 0 2.86 

 

Fig 1: Cost overruns in public and private building projects.
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Of the total 150 building projects studied, 105 projects are public projects, while 45 projects are private projects.  

Big difference exists between the number of public projects and private projects studied for reasons of availability of 

the required data.  Documentations on projects costs are found more in public projects than in private projects. The 

large difference in the number of public and private projects studied does not in any way affect the outcome of the 

comparison of the cost overruns, because the cost overruns have been reduced to percentage values which serve as a 

common denominator for comparison purposes. 

As can be observed in table 1, 14.29% of the public building projects has no cost overrun, while 13.33% of the 

private building projects has no cost overrun. In the range of 0.01%-10% cost overruns, 61.90% of public building 

projects overrun their costs, while 57.78% private building projects overrun their costs. For the range of 10.01%-

20% cost overruns, the percentage of public building projects with cost overruns is 18.10%, while the percentage of 

private building projects with cost overrun is 17.78%. In the case of 20.01%-30% cost overruns range, the 

percentage of public building projects that overrun their costs is 1.90%, while the percentage of private building 

projects that overrun their costs is 8.89%.  In the case of 30.01%-40% cost overruns, 0.95% of public building 

projects has costs overruns, while 2.22% of private building projects has cost overruns. For the cost overruns higher 

than 40%, 2.86% of the public building projects overrun their costs, while 0% of the private building projects 

overrun their costs. 

Considering the projects with no cost overruns, the percentage of public building projects without cost overruns is 

higher than that of the private building projects. But the difference which is 0.96% is very small. For the range of 

0.01%-10% cost overruns which is regarded in this study as “very low” magnitude class of cost overruns, the 

percentage of public building projects with cost overruns is higher than that of the private building projects. 

However, the difference which is 4.12% is small. In the case of “low” magnitude class of cost overruns which range 

from 10.01%-20%, the public building projects have a higher percentage of the number of projects that overrun their 

costs than that of the private building projects. The difference which is 0.32% is very small. The public building 

projects have lower percentage of the number of projects with cost overruns than the private building projects in 

“medium” magnitude class of cost overruns   which range between 20.01%-30%. The difference, which is 6.99% is 

relatively small. For the “high” magnitude class of cost overruns that ranges between 30.01%-40% cost overruns, 

the number of public building projects that overrun their costs have percentage value that is lower than that of the 

private building projects. But the difference which is 1.27%, is very low. The “very high” magnitude class of cost 

overruns, covering cost overruns greater than 40%, attracted cost overruns only from the public building projects. 

The difference in the percentage value of the number of public building projects and private building projects that 

overrun their cost in this class of cost overruns is 2.86%. This value is also small. 

From the comparison, 85.71% of public building projects and 86.67% of private building projects experienced cost 

overruns.  The difference in the percentages of public and private building projects that  overrun their costs is 

0.96%.  This difference is very small. It is therefore indicated that no appreciable difference exists between the 

occurrence of cost overruns in public and private building projects. The differences in the number of public and 

private projects with cost overruns in all the classes of cost overruns are generally small, the highest being 6.99% 

occurring in the “medium” magnitude class of cost overruns.   These results show no remarkable difference between 

the magnitude of cost overruns in public and private building projects.  However, the results suggest that the 

magnitude of cost overruns in public building projects, especially as indicated in the “very high” magnitude class of 

cost overrun, are higher than that in the private building projects.  This may be due to the fact that though factors 

causing cost overruns in building projects apply to both public and private building projects, but these factors are 

likely to have greater effects on public building projects than the private building projects. 

 

5.0 CONCLUSION AND RECOMMENDATION 
5.1 Conclusions 

From the results, it is concluded that there is no appreciable difference in the frequency of cost overruns in public 

and private building projects.  The magnitudes of cost overruns in public building projects are generally higher than 

the magnitudes of cost overruns in private building projects. 

 

5.2 Recommendation 

It is recommended that both public and private building projects be given serious and equal attentions in actions 

taken to check the adverse effects of cost overruns on national development and growth of the economy. 
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