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ABSTRACT  

The construction industry is complex, and disputes are common in this industry. One primary 

method used in dispute resolution in the Sri Lankan construction industry is negation. Negotiation is 

considered a cost and time-effective alternative dispute resolution method. However, the contracts 

formed based on Construction Industry Development Authority (CIDA) do not include negotiation as a 

dispute resolution (DR) method. Therefore, this study aims to find the reasons for the failures in dispute 

negotiation and develop a framework to improve dispute negotiation in the Sri Lankan construction 

industry. There were two methods applied in this research. Because to avoid being based on a limited 

set of construction industry-related disputes. Five interviews were conducted by construction industry 

professionals to organize the data collection through documentaries and selected construction industry 

professionals are one projects director, one Chartered quantity surveyor, one engineer, one project 

manager, and one quantity surveyor to cover management level, chief level, and senior level. Then 250 

claims were collected relevant to design changes, payment-related issues, time-related issues, 

documentation, and work quality. Out of those five types of claims, the majority of payment and time-

related disputes were resolved unsuccessfully through negotiation. Reasons for those disputes to fail in 

resolving through negation are negotiation outcome do not have statutory powers, the attitude of 

disputing parties, lack of negotiation skills, lack of trust towards negotiation, and less documentary 

information. The study recommends CIDA improve negotiation practices in the Sri Lankan construction 

industry by providing proper training, including negotiation as a compulsory DR, provide awareness 

programs to the industry stakeholders on dispute negotiation and its benefits.    
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1 INTRODUCTION 

In the year 2020, the Sri Lankan construction industry contributed 6.2% of the country's GDP, 

compared to an average of 7.4% over the preceding decade (Trade.gov, 2022). It implies that the 

construction industry is a significant section of the country’s economy (Mallick and Mahalik, 2008; 

Thanuja, James, and Raufeen, 2013). Likewise, the construction industry can affect the economy by 

increasing employment, which in turn increases the gross domestic product (Mallick and Mahalik, 

2008). Since the construction industry is mainly depending on people and money, there is a great 

likelihood that disputes will occur. Therefore, construction industry organizations employ conventional 

management processes. The process is known as dispute resolution (Thusharika and Abeynayake, 

2016).  

Alternative Dispute Resolution (ADR) and litigation are the two forms of dispute resolution 

practices adopted in the construction industry. ADR types include negotiation, mediation, conciliation, 

adjudication, and arbitration (Saeb et al., 2018) and also Med-Arb, and Arb-Med (Cobo Ordóñez & 

Mesías Vela, 2018). Out of those ADR methods, negotiation is the cost-effective, discreet, and expedient 

technique (Dissanayake, Abeynayaka, and Pandithawatta, 2018). Negotiation entails conversation 

between the parties to achieve an accord. There is no limit to the number of parties ("disputants") that 

can participate in negotiation; however, the type most frequently studied is two-party negotiation (Peter, 

Carnevale, and Pruitt, 1992). Alternative terms for negotiation include agreement, deal, concert, and 

conclusion. The word negotiate derives from the Latin “negtiri”, which means "to do business," and it 
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