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Abstract

There are several causes to recalculate the contract amount in public construction projects. Among them, the
escalation clause was introduced in 1969 and now the condition to recalculate the cost is effective after 90 days
from the date of contract and the rate of fluctuation should be more than 3% from the date of bidding. The two
calculation methods for the rate of fluctuation are item—adjustment and index—adjustment, According to the results
of investigation into 4 public institutions and 163 projects, all of them have used the method of index—adjustment
and the rate of projects that spend over 6 months obtaining the approval of contract amount adjustment is more
than 90%. The reason for spending lots of time is caused by problems of the calculation method on the price
fluctuation rate. Therefore, it is necessary that the calculation method should be diversified to cope with the
problems and a option of the builder should be expanded as well. Furthermore, if the way to apply correction
factors to construction price index and average index based on the producer and consumer price index made by the
bank of Korea is added, then the duration will be reduced without additional expenses. This study proposed the
diversification of the calculation method using price fluctuation rate and builders' expanded options as improvement

on the managerial method of Price Fluctuation System for the prompt and efficient contract amount adjustment.

Keywords : escalation, index adjustment, contract change, contract amount
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