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Foreword

This is an important book. At last the issue of stakeholder management has 
been written about in a way which relieves the term of the burden of the fac-
ile sloganeering so beloved of those charged with directing the construction 
industry for the last 10 years. At one time, stakeholder management was a 
term used to indicate that a wider set of interests needed to be satisfi ed; cer-
tainly beyond the narrow and dominant interests of the clients that have so 
frequently trumped those of contractors, sub-contractors, suppliers and con-
struction workers.

This book brings a fresh perspective. It does so because it has recruited 
a cast of authors, many of whom are drawn neither directly from the ranks 
of construction industry academics nor from construction consultants. As 
such, a fresh eye has been cast over the subject and authors from different 
nationalities offer refreshing perspectives. This enables a comprehensive 
coverage to be given to the pedagogy of the subject; Theory and Practice: 
Cases and Codifi cation: Formal and Informal Processes: Strategic Tactical 
and Operational Concerns: Research and Speculation. All are given space 
in this book which enables the editors to launch a cri de coeur to put stake-
holder management at the heart of the project process and embedded in the 
procurement procedures used within the construction industry.

An important point made in the book is that stakeholder management 
does not eliminate differences between the parties to a project but that these 
differences have different sources, causes and effects. The dominant theme 
in the book is that stakeholder management is about recognising that self-
interest has been nurtured, both politically and socially over a long period 
of time and consequently, differences between the stakeholders is inevitable. 
The insight is that different styles of leadership and negotiation practices are 
required to get the best from a project team and beyond. The emphasis upon 
negotiated outcomes of stakeholder interest offers another new dimen-
sion. ‘Partnering’, the ‘buzz-word’ of the 1990s and the early 2000s has 
often been a subterfuge under which clients have imposed, often unilateral 
and unfair conditions, including ‘Dutch Auctions’ to tie in contractors and 
suppliers through the power of near monopolistic authority. Stakeholder 
Management as promoted in the book provides a more egalitarian context 
for ‘partnering’.

The range of coverage is also helpful. The book recognises that stake-
holders go beyond the people and organisations that populate projects. 
The wider social and physical aspects of the environment may be impor-
tant, if intangible and, at times, incorporeal stakeholders. This opens the 
door for the issues of morality and ethics to be brought out into the open. 
Stakeholders may have legal, contractual, fi nancial and political rights and 
obligations. These same stakeholders and others may have both moral ethi-
cal and functional stakes in a project. The book attracts the eye because it 



addresses, for the fi rst time (of which I am aware) for the construction indus-
try these essential moral arguments which can be marshalled to the discus-
sion of stakeholder management.

It has been both a pleasure and a privilege to provide this Foreword and 
the Editors are to be congratulated for putting together such an important 
volume. I should like to wish this book every good fortune in both its critical 
and commercial futures.
 Dave Langford

 Professor Emeritus
 School of the Built and Natural Environment
 Glasgow Caledonian University.

Honorary Life President of the Association of Researchers in Construction 
Management (ARCOM).
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Preface

The book employs case studies in several places to explain and advocate for 
stakeholder management. Each chapter emphasises one or more aspects of 
stakeholder management.

A preview of the contents of the book is provided in the following 
paragraphs.

Chapter 1 sets the scene by explaining what stakes, stakeholders and 
stakeholder management are. The need for stakeholder management is dis-
cussed. The transient nature of stakes is highlighted as well as an attempt 
to group stakeholders into different types. The position of fi rms regarding 
stakeholder management is touched upon wherein the role of shareholders 
is clarifi ed.

Chapter 2 covers the history of the stakeholder perspective to business and 
organisational studies, and discusses the different underpinning philosophies 
of this perspective, and how they relate to corporate social responsibility, 
corporate governance and accountability. The perspectives and paradigms 
of stakeholding are discussed via a micro-level theorisations of corporate 
stakeholding practice. In this regard, the chapter highlights the signifi cance 
of examining the roles and infl uences of stakeholders, their interactions with 
managers as well as the institutional confi gurations in which they act, and 
are acted upon, in order to further explain variations in behaviour of fi rms in 
different institutional contexts. This chapter essentially identifi es alternative 
modes of theorising corporate stakeholding practices, drawing theories from 
disciplines such as politics, economics and sociology to explain the behav-
iours of fi rms at the multi-levels. In all this, the external environment identi-
fi ed as a signifi cant explanatory factor of behaviour of fi rms.

Chapter 3 uses formal contracts (and forms of procurement) to examine 
stakeholder interaction. In this chapter, the evolution of different contractual 
arrangements is highlighted with their associated implications for the duties 
of primary stakeholders. Many stakeholders can be found in a construction 
project and this chapter casts them on the two dimensions of primary play-
ers and secondary players. Each of these two categories is further examined 
at three sub-levels. Given the myriad of stakeholders in a project, the chap-
ter winds-up by advocating stakeholder management as an antidote to con-
fl icts. The chapter also recommends that the implementation of stakeholder 
management should embrace a moral, political, technological and economic 
non-obligatory tone. The process requires a champion to drive it.

Chapter 4 discusses the extent to which construction practice has 
embraced stakeholder management. The turn of the 21st century is used 
as a landmark for evaluating construction stakeholder management prac-
tice. Signifi cantly, Sir Michael Latham reviewed the construction industry 
in a report in 1994 and offered suggestions for improvement. Sir John Egan 
ensued in 1998 and 2002. These two reviews advocated partnering and team-
work as panacea for improving practice, outputs and benefi ts. Partnering 



augurs well for stakeholder management. Whilst supporting partnering and 
stakeholder management, the chapter uses two case studies to highlight its 
importance.

Chapter 5 provides a project overview as involving several stakeholders, 
viz: internal, external, social, environmental, etc. These stakeholders inter-
act in the course of a project with potential confl icts on interest. A prudent 
approach is to manage these diverse stakes to avoid confl icts. The Finnish 
approach to stakeholder management is then covered in the second half of 
the chapter. This approach involves six steps and is applicable in the fi ve 
project phases of identifi cation, programming, appraisal, implementation 
and facilities management.

Chapter 6 starts by considering the broad and narrow defi nitions of stake-
holders; and follows this with a consideration of internal and external stake-
holders in the context of construction projects. The stakeholders often found 
in a construction project are established along with the roles they play as a 
project unfolds. Inherent in the functions of stakeholders are risks that can 
manifest. A risk management concept is thus needed to manage stakehold-
ers so as to avoid their associated risks.

Chapter 7 is about stakeholder mapping. The chapter explains the objec-
tive of every stakeholder mapping process, that is to develop a useful list 
of stakeholders, assess some of their key characteristics and present these 
assessments in a way that helps the project team develop insight and under-
standing to support their implementation of planned stakeholder manage-
ment initiatives. It follows this discussion with a review of the evolution of 
stakeholder mapping and the methods and techniques being used today. 
After that, a specifi c mapping method and technique is discussed and dem-
onstrated, that is the Stakeholder Circle®. This methodology provides guid-
ance to knowing who the right stakeholders are at any stage of the project. 
It also provides guidance for implementing targeted communication with 
stakeholders as well as evaluating the dynamism of stakeholders. The tool 
helps its users in tracking their stakeholders and their priority standing.

Chapter 8 provides an insight on how to strategically manage and deal 
with project stakeholders; provides a framework for analysing and under-
standing construction stakeholders and their interrelations because strategies 
and tactics for managing stakeholders start with defi ning and identifying 
stakeholders. The chapter explains that, having analysed its stakeholders, an 
organisation can evolve strategies that befi t the unique requirements of each, 
for example whether to approach each stakeholder directly or indirectly and 
whether to inform, consult, involve or partner with stakeholders. In terms 
of tactics, stakeholders are classifi ed and prioritised and relationships and 
communication with them are based on this analysis; likewise the quest to 
improve their satisfaction.

Chapter 9 provides an exposition to the principles of negotiations. Two 
or more individuals, groups or organisations can negotiate on one or more 
issues. The tactics to use in negotiation are discussed such as making unilat-
eral concessions, being (un)cooperative, etc. The principles of negotiation are 
also examined such as involving a facilitator, considering several options, 
clarity and openness, respecting the other party, etc.

Chapter 10 is on communication. The concept and patterns of communi-
cation are introduced and used as a basis for discussing how internal 
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stakeholders should communicate more effectively and effi ciently. Three 
case studies, one each from Caterpillar, CORE and RCC are used to embellish 
the relevance and applicability of communication.

Chapter 11 provides a broad and deep exposition on the role and need 
for leadership in construction project delivery. This leadership should 
champion the function of stakeholder management in the construction 
projects’ process. Construction is largely viewed as a fragmented and 
diverse industry. Individual actors in construction are often adversarial 
and act with the objective of achieving their self-interests. The industry 
is commonly criticised of being lagging behind other industry, as of low 
trust and with adversarial relationships as the main strands of its current 
culture that exacerbated the problem of late and over budget delivery 
of projects. Sometimes, collaboration is employed as a means of actual-
ising these self-interests; but fundamentally the self-interest mission is a 
cultural norm. So in a construction project, it is not unexpected if stake-
holders do not act altruistically. The chapter thus advocates an overarch-
ing concept for managing stakeholders’ interests – this is described as a 
‘psycho and socio-cultural approach’. This approach should be managed 
by leaders/managers for maximum impact and contextualised with the 
industry cultural terrain with the view of bringing the required change.

Chapter 12 draws from the results of a number of research projects to 
demonstrate how various construction project procurement systems have 
impacted on the management of stakeholders. An appropriate construction 
project procurement system is necessary for the project manager in order to 
balance the project parameters, allocate risk appropriately and consequently 
meet stakeholders’ requirements. The choice of a procurement system for a 
project is a strategic decision that should be made after assessing and inter-
preting the stakeholders requirements as its characteristics defi ne the struc-
ture and interaction of stakeholders. Against this background, the chapter 
discusses how different types of procurement systems impact, implicitly, on 
different project stakeholders. The chapter concludes that the management 
of stakeholders is conditioned by the type of procurement system, and vice 
versa.

Chapter 13 discusses the impact of procurement on stakeholder manage-
ment – using Hong Kong as a base country. Hong Kong was administered 
by British colonial rule for 150 years until 1997. Part of the infl uence of this 
colonial rule was the adoption of traditional procurement in construction 
practice and this mode of procurement is still prevalent in Hong Kong today. 
Coupled with Hong Kong (Chinese) culture, the stakeholders in Hong Kong 
are predisposed to keeping to contractual principles. Although modern 
projects are introducing ‘partnering’ in their procurement; the implementa-
tion of partnering ethos is not yet fully entrenched in practice. Two elaborate 
case studies are used to show the steady progress of partnering and stake-
holder management in Hong Kong construction. While there is a willingness 
to manage all stakeholders’ concerns, there are challenges that are being 
overcome.

Chapter 14 concentrates on decision-making in a multi-stakeholder set-
ting. The mental models applied in decision-making are particularly dis-
cussed. In this regard, previously acquired knowledge is often used in 
making current decisions. However, the mental mechanism involved in this 
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process is very complex. The ‘mental model theory’ which is discussed in 
this chapter captures this complexity and explains different approaches to 
cognition, decision-making and expression. Signifi cantly, these different 
approaches can manifest in multi-stakeholder scenarios. Stakeholders need 
to be aware of these different models and to accommodate these in their 
interactions.

Chapter 15 reviews the stakeholder management process through the 
lens of theory and medium of case studies, to show where and how the 
prospects for success can be enhanced. The benefi ts of engaging with stake-
holders are reinforced in these discussions, as well as the consequences of 
not doing so. Stakeholders can delay or thwart a project, hence the need to 
engage with them in the course of an undertaking. Trust and communica-
tion are some of the features which can be used to endear stakeholders. The 
chapter argues that the concerns of stakeholders should never be taken for 
granted but treated with utmost respect. Examples of project delays and cost 
overruns are cited to demonstrate the pains of stakeholder management. 
Consequently, organisations are encouraged to manage their stakeholders 
towards avoiding such consequences while exploiting the upsides.

Chapter 16 Electronic archives help save costs and time, reduce proce-
dures and bureaucracy, increase security to data, improve accessibility and 
the satisfaction of citizens. Austria is the fi rst country worldwide to realise 
high-security archives by introducing her so-called ‘original fi ction’ under 
which electronically submitted and archived documents have the same legal 
status as the original paper documents. Through this achievement, Austria 
has been the champion of e-Government in Europe on multiple occasions. 
The authenticity of these documents is proven by lawyers and notaries who 
import the documents into the archives by their secure digital signatures. 
This chapter presents the judicial, technical and organisational aspects of 
Austria’s successful electronic archiving solution by especially focusing on 
stakeholder aspects. It further discusses the general lessons learnt from the 
best practice example ‘Archivium Dokumentenarchiv GmbH’.

Chapter 17 is about confl ict management and explains the sources, nature 
and types of confl icts. Consequently, confl icts can be associated with legal, 
political and institutional framework, economic constrains and pressures, 
people’s culture, social structure, stakeholder interests, technical knowledge, 
environment and history, etc. Confl icts may involve any two or more stake-
holders. Some confl icts will be between external stakeholders, some between 
internal stakeholders while some will be between a combination of stake-
holders. The management of confl icts between stakeholders is underpinned 
by a framework. The chapter proposes a set of options for resolving confl icts, 
arguing for a need to build bridges in view of stakeholder management.

Chapter 18 The environment is discussed as a distinctive stakeholder in 
this chapter as well as whether managers of construction and property enter-
prises manage the environment as a primary stakeholder albeit voluntarily 
and without government intervention. Aspects of the environment which 
project it as an important stakeholder are discussed: atmosphere, land, bio-
diversity and water. Notably, the environment is non-human and not repre-
sented in person in the course of business decisions and actions that affect it 
or even those that it affects. Someone or some people must take the initiative 
to manage this stakeholder else its interests could be undermined in projects. 
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As a stakeholder can impact and be impacted upon, the chapter argues that 
a fair distribution of the gains and burdens of construction and property 
enterprises with the natural environment must be a comparison between the 
external benefi ts and costs associated with the undertaken.

Chapter 19 discusses how to implement change in an organisation; 
explaining that it is a sensitive issue that needs to be handled carefully. The 
external environment in which businesses operate can trigger the need for 
change. Evidence from literature indicates that although change is impera-
tive, when people are confronted with it, they usually resist. In fact, studies 
show that nearly two in every three change initiatives in large-scale cor-
porations tend to fail. If a transformation plan fails, imperfect implemen-
tation and resistance to change are usually identifi ed as the reasons for it. 
Organisations use leadership, communication and consultation as drivers of 
successful change. In addition to these, the chapter discusses other aspects 
of change management which will assist an implementation endeavour.

Chapter 20 provides 10 case studies to supplement the main discussions 
in the book. The case studies illustrate the consequences of dealing with 
stakeholder issues in an inadequate manner. The challenge of stakeholder 
management is to monitor the changing profi le of one’s stakeholders and 
to be ready to address their demands, else they could affect you negatively. 
In this regard, the case studies emphasise the potential downsides of stake-
holders. However, the main concept of stakeholder management is to max-
imise the benefi ts which can be derived from stakeholders while minimising 
the downsides. In this regard, Chapter 20 fl ags up the downsides as a call to 
action towards planning for stakeholder issues upfront.

Chapter 21 concludes with a call to excellence in stakeholder management. 
The expectation is that stakeholder management will be a core competence in 
construction. The chapter reiterates the benefi ts of stakeholder management 
and downsides of inaction. While stakeholder management can be imple-
mented informally, it is worthwhile to adopt a formalised approach. That way 
some people will be tasked with the responsibility of implementing it and 
their effort can be supported and sustained. In addition, the need for prepara-
tion is important. Training may be used while preparing so that each organisa-
tion can be in a position to attend to its stakeholders when they come calling.
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1.1 Introduction

This book discusses stakeholder management as it is particularly applicable to construction 
practice. This chapter sets the scene by defi ning stakeholders and the concept of stakeholder 
management. Readers who are fairly conversant with stakeholder management may wish to 
skip this introductory chapter.

The generic origins and nature of stakeholders’ interests are identifi ed. The pluralistic 
nature of stakes and the need to manage these in an undertaking is portrayed. In most con-
struction projects, there will be many stakeholders and their presence in itself is a potential 
confl ict of interests. There is a need to manage this diversity proactively to forestall confl icts 
and even disputes. Therefore, most of the stakeholders that are visible in construction are 
fl agged up in this chapter.

1.1.1 Stakes and stakeholders

A stake is an interest or a share in an undertaking while a stakeholder is an individual with 
a stake (Weiss, 2006). Moloney (2006) argues that stakeholders are individuals or groups 
that benefi t from an organisation. Further, stakeholders can be harmed or have their rights 
affected by an organisation. Fundamentally, stakeholders affect and are affected by an organi-
sation and its activities. Stakeholders can affect an organisation’s functioning, goals, develop-
ment and even survival. Stakeholders are benefi cial when they help you achieve your goals 
and they are antagonistic when they oppose your mission. In effect, stakeholders have power 
to be either a threat or a benefi t to an organisation (Gibson, 2000).

Sometimes stakeholders will trigger project schemes in other organisations (Orndoff, 2005) 
and can support or obstruct an ongoing project (Vogwell, 2002). Their infl uence can be small 
or great and can be exerted either deliberately or incidentally. Individuals and organisations 
need to be wary of their stakeholders and their infl uences.

Diverse sources can trigger stakes, e.g. stakes can be infl uenced by economic and other 
considerations. Mintzberg (1995) reckons that stakes can have cultural or political origins too. 
Shareholders constitute a stakeholder group, and often have a vested interest in the profi ts 
their organisation will make. To them, if keeping other stakeholders happy will yield more 
profi t, then so be it.

If stakeholders can have a negative infl uence on us, why should we deal with or bother 
about them? The reason is that most often you cannot do without them. Organisations often 
depend on external stakeholders for resources, services, information, etc. Our operations 
make us interact with several stakeholders. Most often, an organisation would depend on 
others for something and this can give the latter some leverage (Frooman, 1999). The argu-
ment is that stakeholders have claims, rights and expectations that ought to be honoured and 
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2  Construction Stakeholder Management

not taken lightly (Carroll and Buchholtz, 2006). Thus, stakeholders must be managed in each 
undertaking to avoid any of their negative infl uences, especially those that could be contrary 
to a fi rm’s objectives. Conversely, business endeavours and indeed construction projects 
affect stakeholders. So it is a tit-for-tat affair. Businesses must recognise their stakeholders 
and manage them and vice versa.

1.1.2 Government as a stakeholder

Governments can be counted as stakeholders in some way as they certainly affect organisa-
tions and groups through their fi scal and regulatory policies (Moloney, 2006). Governments 
could have an interest in the operations and existence of certain organisations. For instance, in 
terms of operations, some governments have regulated the tobacco industry obliging the latter 
to warn that its product can kill. Another instance of the infl uence of government as a stake-
holder can be seen in the food industry wherein manufacturers have been compelled through 
regulations to label their food products in certain ways. However, the relationship between 
organisations and the government is on a different dimension. According to Moloney (2006):

Non-government stakeholders can threaten organisational existence but rarely in the sov-
ereign way of governments against which there is ultimately no constitutional defence. 
A business can be threatened by another in a hostile takeover bid; employees can strike 
against their fi rm; a cause group can interfere with building a by-pass road. These actions, 
however, do not have the sustained potential for continuous damage that a government 
with executive and legislative power can have, albeit a liberal, democratic one.

Government is a type of stakeholder with unique interests. Their involvement with fi rms 
is on a different level and scale. For instance; in terms of the survival of organisations, the 
UK government recently came to the rescue of ‘Northern Rock’ when it faced adverse fi nan-
cial problems. In addition, the UK Government has injected billions of pounds (£) into its 
fi nance sector to forestall some banks like HBOS and Royal Bank of Scotland from collaps-
ing. Similarly, some fi nancial institutions in the United States faced serious crises and the US 
government intervened to avoid these banks going under.

1.1.3 Stakeholders in construction

There are stakeholders in construction undertakings, just as there are stakeholders in other 
endeavours. The checklist of stakeholders in a construction project is often large and would 
include the owners and users of facilities, project managers, facilities managers, designers, share-
holders, legal authorities, employees, subcontractors, suppliers, process and service providers, 
competitors, banks, insurance companies, media, community representatives, neighbours, gen-
eral public, government establishments, visitors, customers, regional development agencies, the 
natural environment, the press, pressure groups, civic institutions, etc. (Newcombe, 2003; Smith 
and Love, 2004). Each of these would infl uence the course of a project at some stage. Some bring 
their infl uence to bear more often than others. If diverse stakeholders are present in construction 
undertakings, then the construction industry should be able to manage its stakeholders.

1.2 Types of stakeholders

Stakeholder management involves identifying and classifying stakeholders, thus facilitat-
ing both initial and subsequent engagement with them in a timely, planned and coordinated 
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manner. This engagement involves identifying different categories of stakeholders; gathering 
information about them; identifying their missions in a project; determining their strengths 
and weaknesses; identifying their strategies; predicting their behaviour and developing and 
implementing a strategy for managing these stakeholders (Cleland, 2002). Stakeholders have 
been grouped in several ways and some of these are discussed below.

The stakeholders in a project can be divided into (Calvert 1995; Winch and Bonke 2002):

– Internal stakeholders, that is those who are members of the project coalition or who provide 
fi nance.

– External stakeholders, that is those affected by the project in a signifi cant way.

Stakeholders can be internal or external to the project team or project scope (Sutterfi eld 
et al., 2006).

Similar classifi cations are inside and outside stakeholders (Newcombe, 2003), and direct 
and indirect stakeholders (Smith and Love, 2004).

Another delineation considers primary versus secondary stakeholders (Carroll and 
Buchholtz, 2006). A primary stakeholder group is one without whose continuing participa-
tion the corporation cannot survive as a going concern, whereas secondary stakeholders are 
those who infl uence or are infl uenced by the fi rm, but who are not essential to its survival 
(Clarkson, 1995; Pajunen, 2006). Some stakeholders can be very critical to an organisation and 
others less critical (Calvert, 1995; Winch and Bonke, 2002).

Stakeholders could also be contrasted between those that are contracted to provide services 
(e.g. contractors, subcontractors, consultants) that is in a primary or direct relationship with an 
organisation; in contrast to those that have no contracted responsibility or formal redress, but 
are in an indirect or secondary relationship with an organisation (Smith and Love, 2004; Carroll 
and Buchholtz, 2006). The un-contracted stakeholders (e.g. members of the community and 
potential end users who are committed to occupy/use the facilities) can have power to disrupt 
projects through their actions, which can be political, but are not easily liable for their actions.

Some stakeholders could be viewed as fi nancial developers and regulatory authorities. 
Carroll and Buchholtz (2006) have also considered the categories of social versus non-social, 
and core, strategic or environmental stakeholders.

Given the several dimensions on which stakeholders can be interpreted, some stakehold-
ers may be members of two or more types; so a multidimensional plot is really needed to 
capture the full complexity of stakeholders and their often large number.

In terms of decision-making, it is worthwhile to consider stakeholders as being supportive, 
neutral, or anti (Chinyio and Akintoye, 2008). The anti’s are often in the minority but can be 
very vocal. The idea is to endeavour to shift stakeholders from the neutral and especially anti 
side of the fulcrum to the supportive side.

1.2.1 The legitimacy and power of stakeholders

Stakeholders and their associated stakes will manifest the attributes of legitimacy and power 
(Carroll and Buchholtz, 2006). Legitimacy is the perceived validity of a claim to a stake. 
Power is the capacity to induce, persuade or coerce the actions of others and is displayed 
when one part in a relationship is able to impose its will on the other part (Johnson et al., 
2005). Power may be displayed through (Ihlen and Berntzen, 2007):

force (coercive power),
material or fi nancial resources (utilitarian power), or
symbolic resources (normative power).

●

●

●
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As stakeholders have claims, rights and expectations, they must be managed in each project 
to avoid any of their infl uences that could be contrary to a fi rm’s objectives. Conversely, busi-
ness endeavours and indeed construction projects affect stakeholders. So businesses must 
recognise their stakeholders and manage them, and vice versa. The ideal is to optimise by 
maximising the benefi ts that are derivable from stakeholders while minimising their poten-
tial negative impacts.

Templates are useful for mapping stakeholders. Figure 1.1 is a simple and popular tool 
for mapping an organisation’s stakeholders. The power differential between a fi rm and its 
stakeholders will inform the strategies and tactics for dealing with each other (Frooman, 
1999; Kolk and Pinkse, 2006). This book discusses different ways of relating with stakehold-
ers especially Chapters 7 and 8.

In addition to the power-interest dimension Newcombe (2003) also considered a power-pre-
dictability matrix. A risk perspective overshadows the predictability of stakeholders. In this 
regard, an organisation should be able to identify those stakeholders that can spring a surprise to 
them in terms of making a demand on or exercising power in the project. When things are pro-
gressing well with an organisation and its stakeholders, it does not necessarily mean that a stake-
holder cannot place a sudden and unnecessary demand on the project. Thus in running projects, 
organisations may often act in a tolerance zone which is a performance band in which the fi rm is 
satisfying the interests of all its key stakeholder groups (Doyle and Stern, 2006). As projects can 
swing out of this tolerance band, there is a need to monitor their progress continuously.

1.2.2 The saliency and dynamism of stakeholders

Saliency (or urgency) is the intensity of claim, attention and priority attached to a stake 
(Mitchell et al., 1997). It is also the degree to which a claim demands immediate attention 
(Gago and Antolìn, 2004). It seems thus that urgency infl uences the manner and extent to 
which power is exercised in stakeholder engagement. A tri-axial template can be used to map 
stakeholders. Chapter 7 considers stakeholder mapping in more detail.

The urgency associated with stakes is often not static but dynamic. Thus, stakes must be 
monitored regularly for any (major) changes. The levels of power and saliency of stakeholders 
may change with the passage of time. Also, coalitions of stakeholders may emerge in the course 
of a project and their compositions could change with prevalent circumstances (Freeman, 

Figure 1.1 A Power-interest matrix.
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1984). In each project therefore, there is a need to monitor the stakeholders and their stakes and 
respond to their dynamism in order to avoid any negative effects. Being proactive is worth-
while in this regard. The continuous assessment of stakeholders’ power and urgency informs 
the choice of approaches for engaging with them. As stakeholders are dynamic, the choice and 
use of any engagement approach or combination of approaches is always circumspect. It is thus 
worthwhile for stakeholders to be familiar with the array of engagement approaches, including 
their strengths and weaknesses, and be able to use these effectively and circumspectly. When 
the differing expectations of all stakeholders cannot be achieved at the same time, compromises 
become worthwhile (Johnson et al., 2005). In this regard, an organisation may sometimes have 
to trade-off the needs of one stakeholder against another (Thompson, 2002).

Any matrix used for mapping stakeholders should be updated regularly to track their 
positions, especially regarding those stakeholders that are critical to the operations or sur-
vival of an organisation. A dynamic matrix is essentially not an answer to everything, rather 
it helps to (Vogwell, 2002):

– bring order to a very complex situation,
– bring collective understanding if compiled by a group,
– suggest up-to-date strategies for management and communication between the various 

groups,
– manage resources and time and use these where most benefi t will be derived.

1.3 Stakeholder management

Stakeholder management, the subject of this book, is about relationships between an organi-
sation and its stakeholders. These relationships impact on individuals and organisations both 
positively and negatively. Stakeholders need to be managed in order to minimise their nega-
tive impacts and ensure that they do not hinder the achievement of goals by individuals and 
organisations.

An organisation can be infl uenced on several dimensions and in different ways, as the 
checklist of stakeholders in most undertakings is often long and their differing stakes can 
also become a major source of confl ict. It is thus worthwhile to manage stakes in most under-
takings. As stakes are not static but dynamic, there is a need to manage the constantly shift-
ing balance between the interests of stakeholders (Goodijk, 2003).

Stakeholder management dictates that an organisation should relate with many constitu-
ent groups and should engender and maintain the support of these groups by considering 
and balancing their relevant interests (Goodpaster, 1991; Freeman, 1994; Logsdon and Wood, 
2000). Stakeholding is thus a form of social inclusion and so it diminishes barriers to the 
expertise that is fl owing into and out of organisations and groups (Moloney, 2006).

Differing stakes can become a major source of confl ict between stakeholders and hence it is 
worthwhile to manage stakeholders in most undertakings. Stakeholders’ infl uences are varied 
(Lynch, 2006) hence the need to respond to different stakeholders in different ways. Even if all 
stakeholders have good intentions, and they often do, their large number in a given project war-
rants their management because the pursuit of their individual objectives may not necessarily 
be congruent. A proactive approach is needed in dealing with stakeholders as opposed to being 
reactive. While minimal effort is required in satisfying stakeholders with low levels of interest, 
greater effort is required in keeping those with high levels of interest happy (Carter, 2006).

The differing claims, rights and expectations of stakeholders can exert tangential forces 
in different directions. This effect must be countered by managing stakeholders collectively 
in accordance with the objectives of a given cause (Gibson, 2000). Firstly, each stakeholder 
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should be managed uniquely on the basis of their disposition. That way, the missions, 
strengths, weaknesses, strategies and behaviour of the different stakeholders will be engaged 
circumspectly (Cleland, 2002) to avoid any threats they may pose to projects and corporate 
governance, processes and outcomes (Freeman, 1984; Logsdon and Wood, 2000). Secondly, 
each project-based set of stakeholders must be managed as a cohort. This activity extends 
beyond the construction phase of a project. Users of facilities, members of the public, etc. may 
exert their interests after the construction phase and so stakeholder management stretches in 
consonance with the life of a facility.

1.3.1 Need for construction stakeholder management

Modern construction clients tend to manifest as dynamic confi gurations of stakeholders who 
engage with a multifaceted market (Newcombe, 2003). In projects involving multifaceted cli-
ents, large project teams and many other stakeholders, there is a dire need for effective coor-
dination and general management of the different stakes, and this warrants effective client 
leadership. This role of the client is underachieved (Latham, 1994; Egan, 1998, 2002; Boyd and 
Chinyio, 2006). Stakeholder management enhances greater competency in relational issues 
and minimises risks therein.

In order to achieve a successful project outcome, the project manager must be adept at 
managing the interests of multiple stakeholders throughout the entire project management 
process (Sutterfi eld et al., 2006). Although principles can be adopted across boundaries, con-
struction has its peculiarity, hence the need to evolve principles of construction stakeholder 
management based on empirical research.

1.4 Aspects of stakeholder theory

The concept of stakeholder management is accepted as theory, especially in academic dis-
course. Stakeholder management theory evolved from business management and aims to 
describe, understand, analyse and manage stakeholders. Many scholars identify the book 
by Freeman (1984) as a pacesetter; thus some scholars attribute the introduction of modern 
stakeholder theory to Freeman. Stakeholder management evolved as a tenet of ‘corporate 
social responsibility’ and is underpinned on ethical, social and economic considerations. 
Socially responsible organisations endeavour to employ ethical behaviour in their conduct 
(Moloney, 2006) and this informs their management of diverse stakes.

Stakeholder management involves managing relationships in order to motivate stakeholders 
to behave in ways that support the objectives of a fi rm. The theory posits that businesses, causes, 
interests and pressure groups have to manage their relationships with those external entities 
that can infl uence the achievement of their goals (Moloney, 2006). Stakeholder management is 
about creating the most positive environment in which to develop a project (Vogwell, 2002).

A stakeholder management approach takes many factors into account, for example moral, 
political, technological and economic interests (Weiss, 2006). Three approaches are useful for 
dealing with stakeholders (Goodpaster, 1991):

1. Strategic approach – This approach allots shareholders’ profi t a greater priority above the 
interests of other stakeholders.

2. Multifi duciary approach – This assumes a fi duciary responsibility to stakeholders, allot-
ting them equal stakes with shareholders.

3. Stakeholder synthesis approach – This approach assumes a moral but non-obligatory 
responsibility to stakeholders, e.g. dealing with them ethically.
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To an organisation, the key considerations in practical stakeholder management should 
include the following (Caroll and Buchholtz, 2006):

1. Who are our stakeholders?
2. What are their stakes?
3. What opportunities do they present?
4. What challenges or threats do they present?
5. What responsibilities do we have towards our stakeholders?
6. What strategies or actions should we use to engage our stakeholders?

Caroll and Buchholtz (2006) elaborated on their sixth point above. This signifi cant and 
loaded point considers such aspects as:

– Should we deal directly or indirectly with our stakeholders?
– Should we be aggressive or defensive in dealing with stakeholders?
– How and when should we accommodate, negotiate, manipulate or resist the overtures of 

our stakeholder?
– How and when should we employ a combination of the above strategies or pursue a sin-

gular course of action?

The foregoing are decisions which each organisation has to make. Ideally, there should be an 
organisational approach to stakeholder management. This approach should be coordinated 
within the organisation and guide a company and its employees or representatives while 
engaging their stakeholders. Individuals may bring their personal attributes to bear in stake-
holder engagement, for example some will be more dramatic in their communication, some 
will be more formal than others and so on. However, each character outlook in the course of 
corporate stakeholder management should be based on a pre-defi ned approach.

As organisations nurture and sustain stakeholder management, they should endeavour to 
specify their approach to this activity. An organisational approach could be pitched at two 
levels: macro and micro. At the macro level will be the broad guidelines while the micro-
level will concern operational tactics. Chinyio and Akintoye (2008) discussed some practical 
approaches in this regard.

Freeman (1984) explicitly linked stakeholder interests to corporate strategy (Goodpaster, 
1991; Freeman, 1994; Logsdon and Wood, 2000). A major purpose of stakeholder theory is to 
help corporate managers understand their stakeholder environments and manage them more 
effectively. A larger purpose is to help corporate managers improve the value of the outcomes 
of their actions while minimising any harm to stakeholders. In essence, stakeholder theory 
 concerns relationships between corporations and their stakeholders (Logsdon and Wood, 2000).

Stakeholder management is useful to procurement in general and has been fostered in several 
disciplines, for example land remediation, forestry; business marketing; IT; electronics industry; 
hospitals; automotive industry and so on. Construction practice and procurement in particular 
has embraced stakeholder management and is now promoting its full implementation. Chapter 3 
provides an evolution of construction practice and the conjoint growth of stakeholder management 
while Chapter 2 discusses other dimensions of stakeholder theory. Stakeholder management is 
now being researched in both  construction and other disciplines (Kolk and Pinkse, 2006).

1.4.1 The principles of stakeholder management

The key principles of stakeholder management (Table 1.1) were fi rst proposed by Max 
Clarkson who became legendary for his early support of the stakeholder concept. 
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The principles emerged organically after an international group of management scholars, 
including Clarkson himself, explored the role of the large corporation in modern, highly 
interdependent economies. Their goal was to develop a broad concept of the fi rm as a 
vehicle for advancing the interests of multiple and diverse stakeholders. The principles 
thus incorporate a variety of perspectives and provide a template and guide to organisa-
tions for managing their stakeholders (Donaldson, 2002).

Although principles can be adopted across boundaries, construction has its peculiarity, 
hence the need to adopt, evolve or refi ne principles of construction stakeholder management 
based on empirical research.

1.4.2 Engaging with stakeholders

An organisation has to engage with its stakeholders during normal and diffi cult times. There 
are different avenues for engaging with stakeholders and these include consultation, dia-
logue, partnership and regular supply of information. These avenues can be exploited at cor-
porate events, exhibitions and meetings. Channels of communication could also be exploited, 
such as uses of posters, websites, newsletters and emails. The idea is to use an approach and 
tactics that are effective.

1.5 The fi rm and corporate social responsibility

Corporate social responsibility (CSR) can be perceived as the voluntary integration of social 
and environmental concerns into business operations and interactions with stakeholders 
(Enquist et al., 2006). From this perspective, stakeholding can be said to have its origins in the 

Table 1.1 Principles of stakeholder management

Principle Stipulation – that managers should:

No. 1 Acknowledge and actively monitor the concerns of all legitimate stakeholders, and should 
take their interests appropriately into account in decision-making and operations.

No. 2 Listen and openly communicate with stakeholders about their respective concerns and 
contributions, and about the risks that they assume because of their involvement with the 
corporation.

No. 3 Adopt processes and modes of behaviour that are sensitive to the concerns and capabilities 
of each stakeholder constituency.

No. 4 Recognise the interdependence of efforts and rewards among stakeholders, and should 
attempt to achieve a fair distribution of the benefi ts and burdens of corporate activity among 
them, taking into account their respective risks and vulnerabilities.

No. 5 Work cooperatively with other entities, both public and private, to ensure that risks and 
harms arising from corporate activities are minimised and, where they cannot be avoided, 
appropriately compensated.

No. 6 Avoid altogether activities that might jeopardise inalienable human rights (e.g. the right 
to life) or give rise to risks that, if clearly understood, would be patently unacceptable to 
relevant stakeholders.

No. 7 Acknowledge the potential confl icts between (a) their known roles as corporate 
stakeholders and (b) their legal and moral responsibilities for the interests of stakeholders, 
and should address such confl icts through open communication, appropriate reporting, 
incentive systems and, where necessary, third-party review.

Source: http://www.mgmt.utoronto.ca/~stake/Principles.htm
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theory of the fi rm (Freeman 1984; Moloney, 2006). Although the term CSR gained earlier and 
more widespread use in the United States, the European business environment has long been 
associated with the presumption that corporations have societal obligations that go beyond 
their responsibilities to shareholders (Doh and Guay, 2006). An argument thus emerged from 
a CSR perspective that corporations have a moral obligation to their stakeholders.

It seems worthwhile that in corporate affairs, stakeholder management should be pursued 
and this activity should be backed by policy. That way, its implementation will be empow-
ered directly and certain individuals will be tasked with its responsibility. It has been argued 
that stakeholder management should be driven from board and executive level and be audit-
able (Wheeler and Sillanpää, 1997). At least, one board member should have the responsibil-
ity of overseeing an organisation’s stakeholder management practice.

Corporate existence and activities are conceivable in the three domains of governance, 
processes and outcomes (Logsdon and Wood, 2000). These three domains have a bearing on 
stakeholder management. Governance and processes have a direct relationship with the way 
a fi rm engages its stakeholders. The achievement of outcomes is then infl uenced by an organ-
isation’s stakeholders. This reinforces the need for stakeholder management in organisations.

Good corporate governance deals in part with how to manage the involvement of an organ-
isation with its stakeholders and to balance their interests. This objective is arranged in such a 
way as to enable the optimum weighing of stakeholders’ diverse interests (Goodijk, 2003). The 
top-management duties of issuing press releases, press conferences and advertising – referred 
to generally as reputation management activities – should in part infl uence the perception of 
a fi rm’s reputation by its stakeholders’ (Carter, 2006).

With fi rms also, customer-retention management is in place in order to create distinctive, 
long-lasting relationships with customers (Normann, 2001). This is a blending of neo-institutional 
and stakeholder theory (Doh and Guay, 2006). Neo-institutional theory has suggested that 
organisations and their strategies are substantially infl uenced by the broader institutional set-
tings in which they operate, and are also shaped by the institutional legacies that refl ect the 
culture, history and polity of the particular country or region where they are located (Doh 
and Guay, 2006). The prime merit of the stakeholder concept is that it points out the impor-
tant relational aspects of organisations, and it functions as a useful heuristic in this sense 
(Ihlen and Berntzen, 2007).

Relationship marketing has not fully replaced conventional transactional marketing as the 
dominant paradigm but the concept is often used where appropriate (Knox and Gruar, 2007). 
Relations with stakeholders are also evidence of organisations and groups using coopera-
tion as well as competition while searching for means of gaining advantage over each other 
(Moloney, 2006).

Is stakeholder theory sensitive to the differences between employees, contractually bound 
to the organisation in a servant–master relationship, and customers who are free agents in 
the market and often called ‘sovereign’? (Moloney, 2006). Ideally yes. However, what stake-
holding does is to seek to strike a balance that yields optimal benefi t. It looks at that which 
is good and bad for everybody and identifi es the optimum in the given circumstances. It is 
about looking at the wider picture.

Corporations are cognisant of stakeholder management and implement it. Some do it 
implicitly while others do it proactively and explicitly. Each organisation should implement it 
in a way they deem fi t and employees should be made aware of the practice that is acceptable.

1.5.1 Shareholders

Shareholders constitute one set of internal stakeholders who have invested in a fi rm in 
expectation of rewards in terms of dividends, share appreciation and capital repayments 
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(Doyle and Stern, 2006). Shareholders have an infl uence on the objectives of an organisa-
tion. Likewise, other stakeholders can infl uence the pursuit of an organisation’s objectives 
(Freeman, 1984). While shareholders can infl uence an organisation from within, most other 
stakeholders often infl uence it from without. The management drive of a company is in 
someway sandwiched by its shareholders and stakeholders. Both shareholders and stake-
holders place demands on the management of a company and it is worthwhile to address 
both sets of demands.

An organisation needs to satisfy its shareholders as well as its other stakeholders. Enquist 
et al. (2006) described this as a balance between shareholder strategy and the social-har-
mony strategy. The former focuses on satisfying the desires of shareholders (e.g. profi tability 
and return on capital), while the latter emphasises the balancing of the various stakehold-
ers’ demands. The ideal is to strike a balance where the objectives of a business are achieved 
while satisfying stakeholders, that is, a win–win approach (Carroll and Buchholtz, 2006).

1.5.2 Acceptability of stakeholder management

It should be noted that not all researchers agree on the importance of stakeholders, and that stake-
holder theory has been criticised on both theoretical and empirical grounds (Doh and Guay, 2006). 
However, the need for customer retention has made companies to esteem and implement stake-
holder management either formally or informally, or on both counts. Employees in construction 
and other disciplines will thus fi nd themselves having to manage stakeholders in their endeav-
ours. A useful approach to this activity is to be prepared. This book brings a comprehensive under-
standing to the subject matter and should provide a useful guide for managing stakeholders.

It is reckoned that over 95% of organisations in construction practice are either small- or 
medium-sized enterprises. To some of these fi rms, maintaining or loosing a customer can be 
very critical to their continued existence. Stakeholder management will enable organisations 
to understand their stakeholders better, manage them properly and enhance repeat business 
opportunities. Those who can manage their stakeholders better will reap the rewards while 
those who cannot may live to bear the pains. There are gains and pains in stakeholder man-
agement and it is worthwhile to aim for the gains. Chapter 15 explores this aspect further.

1.6 Summary

This chapter has defi ned stakes and stakeholders. The power, urgency and saliency of stake-
holders have been highlighted. The concept and theory of stakeholder management have 
been introduced as well. In doing so the usefulness of stakeholder management to organi-
sations (including those in the construction sector) has been demonstrated. Stakeholder 
management was discussed as a corporate function that should be supported by top-level 
management. Employees should be empowered to carry it out, and clear lines of responsibil-
ity for its effective implementation should be drawn.

The scene is now set to discuss stakeholder management in more detail. The following 
chapters discuss various aspects of the concept and its theory.
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2.1 Introduction

There is a growing interest on the institutional embeddedness and variations of corporate 
social responsibility (CSR) (Matten and Moon, 2008), accountability (Gray, 2002; Lounsbury, 
2008) and corporate governance (Jackson, 2005; Aguilera et al., 2006) practices. This interest is 
mainly driven by the understanding that organisational practices are not only determined by 
managerial rationality, but are also constrained and enabled by their institutional confi gura-
tions and social conditions (DiMaggio and Powell, 1983; Granovetter, 1985; Hollingsworth 
and Boyer, 1997; Whitley, 1998; Hall and Soskice, 2001; Amable, 2003; Crouch, 2005). Despite 
the increasing attention paid to the institutional embeddedness of corporate behaviour and 
performance in business and management literature, the application of institutional theory 
to account for corporate stakeholder practices is rather scarce in the extant CSR literature.

Hitherto, the literature has presented decision-making on corporate stakeholding prac-
tices (CSPs) as something solely internal to the fi rm and under managerial perception and 
bounded rationality (Mitchell et al., 1997; Agle et al., 1999). In order to provide a comple-
mentary view to the notion of managerial capture of CSP (Owen et al., 2000; Swift, 2001), we 
accept the logic that CSP could be shaped differently not only by managers, but also by the 
institutional confi gurations in which they are enacted. In other words, the chapter argues that 
CSPs are not only expressions of managerial choice and rationality, as often presented in the 
literature, but are also products of their institutional contexts. This view does not claim any 
superiority to the managerial view but rather complements it. It suggests that equal attention 
should be paid to both institutional contexts and managerial discretions in CSP discourses. 
This is in recognition of the fact that ‘Firms are not simple “institution-takers”; fi rm strategies 
interact with the institutional framework, which can lead to institutional reconfi gurations, 
especially in the process of adjustment’ (Borsch, 2004:370).

The discussion here is largely exploratory and does not present or adopt any normative 
stance (or ‘best practice’ approach) towards corporate stakeholding, governance and account-
ability. These are rather examined as neutral business practices (Amaeshi and Adi, 2007). It is 
the position of this study that CSP, as a fi rm behaviour, is implicated in dynamic interactions 
between managerial discretion and rationality, on one hand, and institutional contexts, on the 
other (Greening and Gray, 1994; Jones, 1999; Sharma, 2000; Matten and Moon, 2008). This chap-
ter will briefl y cover the history of the stakeholder perspective to business and organisational 
studies, discuss the different underpinning philosophies of this perspective and how they 
relate to the CSR movement, corporate governance and accountability. It will also highlight 
the signifi cance of examining the roles and infl uences of stakeholders, their interactions with 
managers as well as the institutional confi gurations in which they act, and are acted upon, in 
order to further explain variations in behaviour of fi rms in different institutional contexts.

Stakeholder Management: 
Theoretical Perspectives and 
Implications
Kenneth Amaeshi
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2.2 Corporate stakeholding practices

2.2.1 Brief history of stakeholder salience in management literature

The stakeholder perspective to organising and managing fi rms is one of the major manage-
ment paradigm shifts in the late last century. The theory, in its present form, is traceable to 
Freeman (1984:246) who defi ned stakeholders as ‘. . . those groups and individuals who 
can affect, or are affected by the achievement of an organization’s purpose’. More recently, 
Freeman provides a more instrumental defi nition of stakeholders as ‘. . . those groups who 
are vital to the survival and success of the corporation’ (Freeman, 2004:58). The use of the 
term stakeholder in an economic sense could be traced to the works of the Stanford Research 
Institute (now SRI) in the 1960s (Freeman, 1984; Slinger, 1999; Freeman and McVea, 2001). It 
was then used as a metaphor to encourage an inclusive approach – that takes wider perspec-
tives – to adapting to the turbulent business environment. From the start, the stakeholder 
approach grew out of management practice (Freeman and McVea, 2001:190) to such areas as 
corporate planning, systems theory, organisational theory and CSR. It took another 20 years 
from the 1960s for the stakeholder approach to crystallise. It was in pulling together of these 
perspectives that Edward Freeman in the early 1980s articulated the stakeholder approach as 
a framework for strategic management (Freeman and McVea, 2001) in his classic – Strategic 
Management: A Stakeholder Approach. Since then, the concept has been embedded in manage-
ment scholarship and in managerial practice (Mitchell et al., 1997).

2.2.2 Defi nitions of stakeholding

Despite its contemporary popularity and proliferation since Freeman (1984), the term ‘stake-
holder’ has joined the league of words (e.g. the word ‘strategy’) that are overused and yet 
not clearly understood, or at best are still contested (Friedman and Miles, 2006). This is more 
so, especially as the word easily lends itself to multiple applications in support of what could 
be considered as ‘fashionable constructs’ of the time. For example, it has featured in such 
combinations as stakeholder society (Ackerman and Alstott, 1999), stakeholder capitalism 
(Kelly et al., 1997; Jones, 1999), stakeholder corporation (Kay, 1997) and so on, which renders 
any attempts to provide a succinct defi nition for stakeholding cumbersome. Nonetheless, 
many authors have gone round to defi ne stakeholders by the nature of ‘stakes’ they hold. 
Mitchell et al. (1997:858) provided a list of such defi nitions.

2.2.3 Broad and narrow perspectives to stakeholding

The defi nitions and use of stakeholding in management literature range from broad, inclu-
sive defi nitions to narrow views of the fi rm’s stakeholder environment. The narrow view of 
stakeholding refers specifi cally to those stakeholders that have vested ‘stakes’ in the fi rm. 
Carroll (1993:22) defi nes them as: ‘individuals or groups with which business interacts who 
have a “stake”, or vested interest, in the fi rm’. These could be employees, shareholders, man-
agement, government, society, etc. as long as they have explicit stakes and or vested inter-
ests in the fi rm. The broad view of stakeholding goes beyond those stakeholders that have 
explicit stakes and vested interests in the fi rm to extend to those stakeholders that could 
affect and/or affected by the activities of the fi rm (Starik, 1994, 1995). Starik (1994:92), for 
instance, suggests that these stakeholders, from a broad view of the concept, could be ‘any 
naturally occurring entity which affects or is affected by organizational performance’. In 
essence these stakeholders will include living entities such as plants and animals as well as 
non-living beings such as the natural environment and ecology. It could also be stretched 
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to include such groups as ‘unborn generations’ (Freeman and Miles, 2006), as often articu-
lated in sustainable development discourse. The ‘stakes’ and vested interests associated with 
stakeholding are further categorised into primary and secondary stakeholding. Primary 
stakeholding involves fi duciary obligations from the fi rm while secondary stakeholding does 
not involve such obligations. In this regard, examples of primary stakeholders will include 
shareholders, employees and managers, while those of secondary stakeholders might be 
local communities, environmental groups, suppliers, etc. This notion of fi duciary and non-
fi duciary stakeholding underpins most of the existing corporate governance frameworks and 
typologies (Slinger, 1999; Aguilera and Jackson, 2003; Aguilera, 2005). Commenting on this 
from a comparative governance perspective, Aguilera and Jackson (2003:454) write:

The corporate governance literature largely neglects employees. . . . This omission partly 
refl ects weak employee participation in the United States relative to that in economies such 
as Germany or Japan, where labor participation is politically important and often a source 
of competitive advantage. . . . In addition, a major assumption of agency theorists is that 
shareholders are the only bearers of ex post residual risk, and, thus, employee interests are 
treated only as an exogenous parameter.

In addition, some inclusive defi nitions are driven by the understanding that stakeholders 
have intrinsic value and managers have a moral duty to be responsible to a variety of stake-
holders (Evan and Freeman, 1988; Freeman and Evan, 1990; Donaldson and Preston, 1995). 
More narrow strategic or instrumental perspectives (Donaldson and Preston, 1995), on the 
other hand, defi ne stakeholders as those groups or individuals that are in a mutually depend-
ent, risk-based or exchange relationship with a fi rm (Clarkson, 1995; Mitchell et al., 1997). The 
oscillation between the narrow and broad interpretations often leads to multiple views and 
practices of stakeholding in management literature.

2.2.4 Varieties of stakeholding paradigms

Donaldson and Preston’s (1995) major contribution to the stakeholder theory in management 
studies is identifying that the stakeholder concept is largely theorised in the literature from 
three main perspectives: (a) descriptive (b) instrumental and (c) normative.

Descriptive perspective

The descriptive aspect of the stakeholder theory, as the name suggests, merely describes 
what the corporation is – ‘. . . a constellation of co-operative and competitive interests pos-
sessing intrinsic value’ (Donaldson and Preston, 1995:66) and who they consider as possible 
stakeholders. It also highlights the interactions between fi rms and their stakeholders with 
the aim of contributing to knowledge, theory and practice. Its justifi cations are to show that 
theory corresponds to observed reality. It is neither judgmental nor prescriptive. However, 
it is diffi cult to claim that it is value neutral, as research and researchers are often and even 
inadvertently value laden and value driven (Darke et al., 1998; Appadurai, 1999; Hardy et al., 
2001; Ritchie and Lewis, 2003; Johnson and Onwuegbuzie, 2004).

Instrumental perspective

This perspective theorises stakeholding by examining the consequences of corporate stake-
holding. It is underpinned by the paradigm that meeting stakeholder needs could be driven 
by instrumentalist goals and objectives (Jones et al., 2007). According to Jones et al., ‘. . . instru-
mentalist fi rms place preeminent value on the pursuit of corporate self-interest with guile. 
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Other terms used to convey this orientation are enlightened self-interest, pragmatic morality, and 
strategic morality’ (emphasis, theirs, p. 000). The instrumentalist form of stakeholder relation-
ship does not necessarily give voice to stakeholders and is often characterised by a one-way 
communication and unequal balance of power (Crane and Livesey, 2003). A more critical view 
of it suggests that it is not genuine; it is selfi sh and fi rms involve in it because ‘ . . . it makes 
good business sense . . . (and) . . . helps companies to mitigate risk, protect corporate brand, 
and gain competitive advantage . . .’ (Deloitte Touche Tohmatsu, 2002:2 cited in Brown and 
Fraser, 2006). From a sort of neutral stance, it may be better aligned to the language of con-
temporary capitalism than most other perspectives (Amaeshi and Adi, 2007).

Normative perspective

Stakeholder theory can, to a large extent, be argued to be fundamentally and originally 
rooted in norms and mores. The normative perspective to stakeholding is largely prescrip-
tive of ‘who’ ought to be considered as stakeholders and what is ‘right’ or ‘wrong’ to do 
in relation to stakeholders. It draws its legitimacy from its inclination towards some moral 
standards. According to Donaldson and Preston (1995:72), ‘. . . a normative theory attempts 
to interpret the function of, and offer guidance about, the investor-owned corporation on the 
basis of some underlying moral or philosophical principles’. Morality in this case might be 
seen as not merely a matter of rules, but also of principles – general standards for evaluat-
ing conduct, standards that we apply to all behaviours and rules. According to Freeman and 
Miles (2006:36), normative can refer to:

The norms or standard practices of society as it exists.
The way one would live in an ideal ‘good’ society.
What we ought to do, either in order to achieve a good society or unconnected with any 
notion of the ‘good’.

At the individual level these principles include that of utility, also, known as the principle of 
the greatest happiness. It tells us to produce the greatest balance of happiness over unhap-
piness, making sure that we give equal consideration to the happiness and unhappiness 
of everyone who stands to be affected by our actions. Morality also includes the principle of 
fairness founded on the golden rule that states, ‘Do unto others as we should have them do 
unto us’ and which is, basically founded on the need to respect the other person. In addition, 
there is the ethics of care and virtue ethics views that are gaining popularity today (Gilligan, 
1977, 1982). These principles of morality at the individual level are also thought to be applica-
ble to institutional and social morality (Olen and Barry, 1992). In relation to fi rms and stake-
holders, therefore, it could be argued that fi rms with high moral standards will undertake 
genuine stakeholder engagement, which is thought to be characterised by genuine inten-
tions, dialogue, engagement, trust and fairness (Phillips, 1997; Swift, 2001). In other words, 
‘. . . moralist fi rms have a genuine concern for stakeholder interests, making legitimacy the 
primary driver of salience for their managers’ (emphasis, theirs, Jones et al., 2007:152).

Firms get involved in it, because they know that doing so is good in itself. Donaldson and 
Preston (1995:67) argue that the fundamental basis of the stakeholder theory is normative 
and therefore involves acceptance of the following ideas:

a. Stakeholders are persons or groups with legitimate interests in procedural and/or sub-
stantive aspects of corporate activity. Stakeholders are identifi ed by their interests in the 
corporation whether the corporation has any corresponding functional interest in them 
(emphasis in original).

●

●

●
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b. The interests of all stakeholders are of intrinsic value. That is, each group of stakeholders 
merits consideration for its own sake and not merely because of its ability to further the 
interests of some other group, such as the shareowners (emphasis in original).

Leveraging these ideas, Phillips (2003) makes a distinction between normative and derivative 
stakeholder legitimacy arguing that normative stakeholders are those stakeholders to whom 
the organisation has a moral obligation, and the answer to the seminal stakeholder question ‘for 
whose benefi t . . . should the fi rm be managed?’ (Freeman, 1984); while ‘. . . [d]erivative stake-
holders are those groups whose actions and claims must be accounted for by managers due to 
their potential effects upon the organization and its normative stakeholders’ (Phillips, 2003).

2.2.5 Nesting of paradigms

While these stakeholding paradigms have been presented as if they are independent of each 
other, Donaldson and Preston (1995:66) conclude that the three approaches to stakeholder 
theory – i.e. descriptive, instrumental and normative – ‘. . . are mutually supportive and that 
the normative base serves as the critical underpinning for the theory in all its forms’ (empha-
sis in original). They argue that the different aspects of the stakeholder theory – i.e. norma-
tive, instrumental and descriptive – are rather nested. They explain the nested nature of these 
aspects diagrammatically (see Figure 2.1) and in the following words:

. . . the external shell of the theory is its descriptive aspect; the theory presents and explains 
relationships that are observed in the external world. The theory’s descriptive accuracy is 
supported, at the second level, by its instrumental and predictive value; if certain practices 
are carried out, then certain results will be obtained. The central core of the theory is, how-
ever, normative. The descriptive accuracy of the theory presumes that managers and other 
agents act as if all stakeholders’ interests have intrinsic value. In turn, recognition of these 
ultimate moral values and obligations gives stakeholder management its fundamental nor-
mative base (p. 74, emphasis in original),

Figure 2.1 Three aspects stakeholder theory – schematic nesting of paradigms.

Source: Donaldson and Preston, 1995:74
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2.3 Micro and macro level theorisations of corporate 
stakeholding behaviour

The stakeholder concept lies at the heart of contemporary interests in corporate accountabil-
ity, governance and social responsibility. Stretching the moralist bent of the argument fur-
ther, some authors have argued that the stakeholder perspective of CSR ought to extend to 
the concept of accountability. However, exposition of the stakeholder theory in the literature 
has mainly been at the micro level – i.e. managerialist (Freeman, 1984; Mitchell et al., 1997; 
Agle et al., 1999) and organisational level perspectives (Jawahar and McLaughlin, 2001; Jones 
et al., 2007). Donaldson and Preston’s conception of stakeholder theory, for example, is heav-
ily managerialistic and they maintain that managers have an essential role in the identifi ca-
tion of stakeholders (Donaldson and Preston, 1995: 86). The literature on managerialist view 
emphasises the centrality of managers in stakeholder-related decisions, while the organisa-
tional level theorists place emphasis on such constructs as stakeholder culture (Jones et al., 
2007) and organisational life cycle (Jawahar and McLaughlin, 2001) as drivers of corporate 
stakeholder salience. While the stakeholder theory is evolving in management literature, 
there is parallel stream in the broader domain of social sciences – e.g. political economy, 
politics, international relations and economic sociology that studies fi rm behaviour more 
from the meso and macro levels. An example of such streams of studies will include the 
national business system literature (Whitley, 1998), Varieties of Capitalism (Hall and Soskice, 
2001; Crouch, 2005, 2006) and the national system of innovation (Lundvall, 1988) to mention 
but a few. These studies could be grouped together under the comparative business system 
umbrella – i.e. ‘. . . that institutionalist tradition of research that emphasizes that the way 
in which economic activities are coordinated and controlled (between holders of capital and 
managers, between managers and employees) is crucially affected by national institutional 
contexts. . . . These contexts (of the fi nancial system, the political system, the educational and 
training system and the cultural system) set the rules of the game embedded in specifi c his-
torically emergent social practices such as how capital is made available to entrepreneurs and 
fi rms, the types of skills and knowledge possessed by managers and workers, and the mech-
anisms of coordination and control utilized by managers’ (Morgan, 2001:114). These studies 
tend to categorise fi rms in relation to their institutional contexts; and one thing they all share 
in common is an interest in the infl uences institutional contexts exert on fi rms and industries 
either in relation to stability (i.e. institutional isomorphism) or dynamism (i.e. institutional 
change). Unfortunately, both streams of literature have continued to run in parallel with the 
chances of converging ever diverging.

This section fi rst provides a further review of the stakeholder theory in management 
literature, with emphasis on the implications of its managerial and organisational level 
perspectives. The implications of these micro level views are reviewed in relation to the 
growing interest in broad CSR – and particularly on stakeholder accountability – which 
is currently dominated by managerialist views and in dire need to transcend this per-
spective (Gray, 2002; Lounsbury, 2007). The section then examines this interest in stake-
holder accountability through the developments in comparative corporate governance 
studies (Aguilera and Jackson, 2003; Aguilera, 2005). The interest in comparative corpo-
rate governance studies is particularly helpful because these studies have been success-
ful in going beyond manager-centric views to incorporate the role of meso and macro 
level variables (i.e. industry and institutional levels, respectively) on corporate govern-
ance and accountability. Given that the stakeholder theory is a precursor to both CSR and 
stakeholder accountability, studies in comparative corporate governance will provide a 
smooth connection to introduce meso and macro perspectives to stakeholder theory in 
management.
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2.4 Micro level theorisation of corporate stakeholder salience 
in management literature

Micro level theorisation of corporate stakeholder salience in this case refers to those litera-
tures that have examined stakeholder salience either from the managerialist view or from 
an organisational (corporate) level perspective. The managerialist view of stakeholding sug-
gests that the fi rm is a nexus of contracts between stakeholders and managers, who are at a 
central node, where it is the responsibility of managers to reconcile divergent interests by 
making strategic decisions and allocating strategic resources in a manner that is most con-
sistent with the claims of the other stakeholder groups (Hill and Jones, 1992:134). Therefore, 
‘the stakeholders that receive priority from management will be those whom managers – 
especially CEOs – perceive as highly salient’ (Agle et al., 1999:510). The organisational or cor-
porate aspect of the micro level theorisation of stakeholder salience on the other hand, places 
emphasis on the role of fi rms (as opposed to managers) in shaping stakeholder-related deci-
sions. However, in the same approach as the managerialist view, it places the fi rm at the 
 centre of stakeholding, from which the fi rm exercises power and maintains legitimacy.

2.4.1 Corporate stakeholder salience: a managerialist view

It could be argued that contemporary interest in stakeholder theory in management research 
and practice has been overly managerialist in focus. And the same could be said of it right 
from its earlier conceptualisation (Freeman, 1984). The managerialist view is driven by its 
emphasis and dependency on the centrality of manager’s perceptions in stakeholder-related 
decisions (as shown in the hub and spoke schematic Figure 2.2). According to this school 

Figure 2.2 Stakeholder wheel (Source: Adapted from Freeman, 1984:55), managers added to emphasise 
the managerialist view (Source: Hill and Jones, 1992)
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of thought, stakeholder salience is the degree to which managers give priority to competing 
stakeholder claims (Mitchell et al., 1997; Agle et al., 1999).

Mitchell et al. (1997) and Agle et al. (1999) are amongst the key contributors in espousing this 
managerialist view of stakeholder salience. The stakeholder theory of management, according 
to Mitchell et al., involves identifying and prioritising stakeholder issues based on managerial 
perceptions of stakeholder salience. Mitchell et al. identifi ed these stakeholder salience vari-
ables as: power, legitimacy and urgency. It could be said that a stakeholder has power when 
it can impose its will on the fi rm. Legitimacy implies that stakeholder demands comply with 
prevailing norms and beliefs. In other words, power accrues to those who control resources 
needed by the fi rm (Pfeffer, 1981) and legitimacy is achieved if patterns of organisational prac-
tice are in congruence with the wider social system (Scott and Meyer, 1983; Scott 1987, 1995; 
Powell and DiMaggio, 1991). However, power and legitimacy can appear together, giving 
authority to those who have both, but they can also appear independently. Finally, urgency 
is a concept sustained on two elements: (1) the importance stakeholders accord their own 
demands; and (2) their sensitivity to how long it takes managers to deal with their demands 
(Gago and Antolin, 2004). These salient variables according to Mitchell et al. will determine 
how managers respond to stakeholders.

Drawing from social cognition theory (Fiske and Taylor, 1984), Agle et al. (1999:509) explain 
that ‘. . . as the stakeholder attributes of power, legitimacy, and urgency cumulate in the mind 
of a manager, selectivity is enhanced, intensity is increased, and higher salience of the stake-
holder group is the likely result’. Agle et al. (1999) also tested Mitchell et al.’s (1997) theoreti-
cal model of stakeholder salience and confi rm this model. They found that in the minds of 
CEOs, ‘the stakeholder attributes of power, legitimacy, and urgency are individually . . . and 
cumulatively . . . related to stakeholder salience across all groups; (which) . . . suggests that 
these stakeholder attributes (of power, legitimacy and urgency) do affect the degree to which 
top managers give priority to competing stakeholders’ (p. 521).

While ‘. . . the stakeholder approach to management can be considered a knowledge 
structure that determines how a manager selectively perceives, evaluates, and interprets 
attributes of the environment’ (Wolfe and Putler, 2002:65), some have criticised the stake-
holder theory of management on the grounds that it provides unscrupulous managers with 
a ready excuse to act in their own self-interest thus resurrecting the agency problem that 
the shareholder wealth maximisation imperative was designed to overcome (Phillips et al., 
2003). Opportunistic managers can more easily act in their own self-interest by claiming that 
the action actually benefi ts some stakeholder group or other (Jensen, 2000; Marcoux, 2000). 
In this regard, Marcoux (2000:97) wrote: ‘All but the most egregious self-serving manage-
rial behavior will doubtless serve the interests of some stakeholder constituencies and work 
against the interests of others’. In the same trend, Sternberg (2000:51f) argues that stakeholder 
theory, ‘effectively destroys business accountability . . . because a business that is accountable 
to all, is actually accountable to none’.

In response to this criticism of opportunistic self-interest on the part of managers, Phillips 
et al. (2003) argue that no small measure of managerial opportunism has occurred in the 
name of shareholder wealth maximisation, as well. While this sounds like a tu quoque (and 
you too!) fallacy, Phillips et al. simply describe this criticism as a version of the evil genie 
argument – ‘. . . one that is no more (or less) problematic for any one theory or idea than only 
of the extant alternatives’ (p. 482). Continuing, they argue that although managerial oppor-
tunism is a problem, it is no more a problem for stakeholder theory than the alternatives. On 
the criticism of multiple master service (i.e. accountability to all), Phillips et al., citing exam-
ples from Hill and Jones (1992) stakeholder-agency theory, argue that managers’ interest in 
organisational growth runs contrary not only to the interests of stockholders, but also con-
trary to the interests of stakeholders. As such, the claims of different groups may confl ict, 
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however, on a more general level; each group can be seen as having a stake in the contin-
ued existence of the fi rm (Hill and Jones, 1992:145). Stakeholder theory, therefore, does not 
advocate the service of two masters. Rather, ‘. . . managers serve the interest of one master: 
the organisation’ (Phillip et al., 2003:484).

However, Phillip et al.’s response does not take away from the fact that dominant corporate 
stakeholder salience theorisation is largely managerialist in approach. Although both Mitchell et 
al. (1997) and Agle et al. (1999) linked stakeholder salience to legitimacy, which is an attribute of 
the wider social system (Scott 1987; Powell and DiMaggio, 1991), they seem to promote manage-
rial perception in such decisions and under-emphasise this institutional dimension of stakeholder 
salience. As a result, they fail to account for how the wider social system enables and/or con-
strains corporate stakeholder salience decisions. In summary then, it could be said that the mana-
gerialist view of corporate stakeholder salience championed by such dominant views as those of 
Mitchell et al. (1997) and Agle et al. (1999) exhibit the following characteristics in common:

1. Managers are placed at the centre of stakeholding: The starting point of the stakeholder theory 
was around managers: ‘. . . the impetus behind stakeholder management was to try and 
build a framework that was responsive to the concerns of mangers who were being buf-
feted by unprecedented levels of environmental turbulence and change. Traditional strat-
egy frameworks were neither helping managers to develop new strategic directions nor 
were they helping them to understand how to create new opportunities in the midst of so 
much change’ (Freeman and McVea, 2005:189).

2. Managers are framed and positioned as autonomous independent actors: ‘A stakeholder approach 
emphasizes active management of the business environment, relationships and the promo-
tion of shared interests’ (Freeman and McVea, 2005:192 – emphasis in original).

3. Managerial perceptions are emphasised more than institutional infl uences: The infl uence 
of wider social system on stakeholder salience (i.e. the institutional context in which 
stakeholder salience is embedded and enacted) is under-emphasised. On the contrary, 
stakeholders and stakeholder salience are theorised as subject to managerial perceptions, 
constructions and choices.

2.4.2 Corporate stakeholder salience: an organisational level view

Firm level theorisation of stakeholder salience goes beyond the managerialist perspective 
to emphasise the role of organisational context on stakeholder-related decisions. In this sec-
tion, we review two major contributions to this perspective. One is Jawahar and McLaughlin 
(2001) who proposed that decisions on stakeholder salience are infl uenced by where a fi rm 
is on its organisational life cycle and the other is Jones et al. (2007) who argue that organisa-
tional stakeholder culture infl uences stakeholder salience decisions.

Organisational life cycle (Jawahar and McLaughlin, 2001)

In opposition to the managerialist perspective of stakeholder salience and drawing from 
resource dependence theory (Pfeffer and Salancik, 1978), Jawahar and McLaughlin (2001:401) 
argue that ‘. . . managers do not have unbridled strategic choice . . . but must make strategic 
choices within constraints’. One of these constraints include where the organisation is in its 
life-cycle development – i.e. where it is in one of the four overlapping phases comprising 
of start-up, emerging growth, maturity and revival (p. 404). The organisation strives to sur-
vive and as such is very likely to naturally gravitate towards those stakeholders that provide 
essential resources to its survival and sustenance.
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. . . organizations in start-up or decline/revival stages are likely to favor certain stakehold-
ers . . ., depending on the extent to which they are dependent on those stakeholders for 
resources critical to organizational survival.

Organizations are unlikely to fulfi l all the responsibilities they have toward each primary 
stakeholder group. Instead, they are likely to fulfi l economic and all noneconomic respon-
sibilities of some primary stakeholders but not others and, over time, to fulfi l responsi-
bilities relative to each stakeholder to varying extents. This variation is how organizations 
deal with different stakeholders, simultaneously and over time (i.e., across life cycle stages) 
. . . (p. 397).

This dependency on specifi c resourceful stakeholders is the source of power over the fi rm 
on the part of the stakeholders (Mitchell et al., 1997). Continuing, Jawahar and McLaughlin 
(2001:405) in their study confi rm that:

1. At any given organisational life-cycle stage, certain stakeholders, because of their poten-
tial to satisfy critical organisational needs, will be more important than others.

2. Specifi c stakeholders are likely to become more or less important as an organisation 
evolves from one stage to the next.

3. The strategy an organisation uses to deal with each stakeholder will depend on the 
importance of that stakeholder to the organisation relative to other stakeholders.

The dependency discussed by Jawahar and McLaughlin (2001) is summarised in Table 2.1 
and explained further below. Four organisational life phases are used for this elaboration: 
start-up, emerging growth, mature and decline/transition stages.

 Start-up phase: In this phase, the organisation is desperate to survive and as such requires 
access to fi nance and market. Given these required resources, the organisation is likely to 
be inclined to such stakeholder groups as shareholders and creditors for fi nance and to 
customers for market share. Jawahar and McLaughlin argue that the other stakeholder 

Table 2.1 Stakeholder salience and organisational life cycle

Phases Pressing needs Important stakeholders

Start-up Access to fi nance, market share Shareholders, creditors, customers

Emerging growth Need to build a quality workforce and 
products and to obtain resources 
to accommodate rapid growth and 
expansion (p. 408)

Suppliers, employees

Mature stage Often characterised by ‘tempered 
overconfi dence’ of success and 
attended by strong cash fl ows, without 
particularly attractive investment 
opportunities (p. 408)

Likely to deal with all primary 
stakeholders in a proactive manner

Decline/transition stage Dwindling patronage, loss of market 
share and or efforts to build a new 
market or rebuild market share

Main stakeholder focus will be 
customers and creditors. Unless 
government, community, trade 
associations, etc. are essential for 
survival, the organisation is very likely 
to adopt defensive strategies towards 
these latter groups.
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groups (e.g. government, employees and suppliers) would only be considered if they 
were thought to be critical to the survival of the organisation at this stage.

 Emerging growth stage: This stage is mainly characterised by the need to build quality 
brand, workforce and products and to obtain resources to accommodate rapid growth in 
expansion (Jawahar and McLaughlin, 2001:408). Employees and suppliers are considered 
very important at this stage because they provide the quality of workforce and material 
inputs to production development, respectively, needed to sustain the organisation.

 Mature stage: This stage is often characterised by ‘tempered overconfi dence’ of success 
and attended by strong cash fl ows, without particularly attractive investment opportuni-
ties (p. 408). The organisation is likely to deal with all primary stakeholders in a proac-
tive manner at this stage. Jawahar and McLaughlin (2001), in this case, borrow Clarkson’s 
articulation of primary stakeholders as groups typically comprised of shareholders and 
investors, employees, customers and suppliers, together with what is defi ned as the pub-
lic stakeholder group: the government and communities that provide infrastructures and 
markers, whose laws and regulations must be obeyed, and to whom taxes and other obli-
gations may be due (Clarkson, 1995:106).

 Decline/transition stage: At this stage, the organisation is likely to experience dwindling 
patronage, loss of market share and/or make efforts to build new markets or rebuild 
existing market share. Main stakeholder focus will be customers and creditors. Unless 
government, community, trade associations, etc. are essential for survival, the organisa-
tion is very likely to adopt defensive strategies towards these latter groups.

One of the limitations of this framework, amongst others, is that it does not explicitly 
address differences in stakeholder salience arising from industry of the organisation. For 
instance, most fi rms in such sectors as the chemical and/or oil/gas might be constraint 
by government policies or environmental pressures to take on environmental and commu-
nity issues earlier in their life cycle (for details on industry driven differences in corporate 
stakeholding, see Baucus and Near, 1991; Beliveau et al., 1994; Greening and Gray, 1994; 
Jones, 1999). However, several scholars have suggested that an organisation can adopt 
different approaches to deal with its stakeholders, including proaction, accommodation, 
defence and reaction (Carroll, 1979; Gatewood and Carroll, 1981; Wartick and Cochran, 
1985; Clarkson, 1995).

Organisational Stakeholder Culture (Jones et al., 2007)

Jones et al. (2007) started from the point that ‘. . . whereas the focus of attention in stake-
holder theory mainly has been on top managers, understood as relatively autonomous 
decision makers, these managers are often profoundly infl uenced by the organisational 
context in which they are embedded’ and suggests a need to ‘. . . identify organization-level 
factors that could help us predict how fi rms manage stakeholder relationships’ (p. 137, 
emphasis in original). This is a radical departure from the view that stakeholder-related 
decisions are functions of managerial choice. They recognise that stakeholder relationships 
are often fraught with tensions and note that managers often feel these tensions between 
meeting narrow demands of stakeholding based on self-interest and the broad demands 
based on ‘a concern for the interests of others’ (p. 137). These tensions are further exac-
erbated by the continuous pull on managers between what Hendry (2004) regards as tra-
ditional morality (obligation and duty, honesty and respect, fairness and equity, care 
and assistance) and market morality (self-interest). To resolve these tensions, Jones et al. 
introduce stakeholder culture as an organisational level construct that helps managers go 
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through stakeholder-related decisions with less stress. Emphasising the mediating role of 
stakeholder culture on managerial stakeholding decisions, Jones et al. posit that: ‘. . . stake-
holder culture is a potent organizational factor, profoundly infl uencing the way in which 
managers understand, prioritize, and respond to stakeholder issues and, as an example, 
how they establish stakeholder salience’ (pp. 140–141).

Jones et al. (2007) defi ne the stakeholder culture as ‘. . . the beliefs, values, and practices 
that have evolved for solving stakeholder-related problems and otherwise managing rela-
tionships with stakeholders’ (p. 142). It is articulated as a central facet of organisational cul-
ture as well as an organisational memory of how moral tensions between self-interest and 
other-regarding interests were resolved in the past. It is as well a simultaneous outcome 
of ‘. . . employee sentiments and reifi ed “social facts” that have an independent effect on 
managerial decisions making’ (p. 143). According to Jones et al. (2007), the stakeholder cul-
ture infl uences managerial stakeholder-related decisions in two related ways: ‘(1) by con-
stituting a common interpretive frame on the basis of which information about stakeholder 
attributes and issues is collected, screened, and evaluated and (2) by motivating behav-
iours and practices – and, by extension, organizational routines – that preserve, enhance, 
or otherwise support the organization’s culture’ (p. 143). However, this stakeholder culture 
is ‘grounded in ethics and based on a continuum of concern for others that runs from self-
regarding to other-regarding’ (p. 143). In other words, the beginning part of the continuum 
has a narrow stakeholder orientation while the latter stages are broadly oriented. Based 
on this continuum and combination of narrow and broad stakeholder orientations, respec-
tively, Jones et al. (2007) come up with fi ve categories of corporate stakeholder cultures, 
which are further subdivided into three typologies: amoral (i.e. agency culture or mana-
gerial egoism), limited morality (i.e. corporate egoism and instrumentalism) and broad 
morality (i.e. morality and altruism).

1. Agency culture: This is characterised by managerial egoism, and is ‘. . . the pursuit of self-
interest at the individual level, even if the interests of the corporation and its sharehold-
ers, for whom managers nominally work, must be sacrifi ced’ (p. 144). This culture is 
dominated by self-centredness among the managers of the fi rm. In other words, managers 
work entirely for their self-interests. This sort of culture lies at the heart of the old ‘agency 
problem’ between managers and shareholders.

2. Corporate egoist: In fi rms characterised by corporate egoism, the predominant culture 
is pursuit of short-term profi t maximisation. This kind of culture is primarily geared 
towards shareholders’ wealth maximisation. Adherence to law is only done when the 
costs of law breaking is considered to outweigh the gains.

3. Instrumentalist: Managers in instrumentalist cultures recognise that moral behaviour 
could be benefi cial to the fi rm, and practice morality as a strategic device for increas-
ing profi tability (Lantos, 2001). Behaviour of managers appears morally to people, but 
the underlying motive of managers is to advance economic interest of shareholders. 
In this case, stakeholders are seen more as means or impediments to the goals of the 
fi rm (p. 146).

4. Moralist: This is a broadly moral culture where the focus is to adhere to principles irre-
spective of economic pressures. Moral standards are only violated if there is a threat to 
the survival of the fi rm (p. 149).

5. Altruistic: In altruistic cultures, the concern for others dominates. Adherence to rules irre-
spective of the implications to the fi rm dominates and there is also emphasis in treating 
all the stakeholders fairly and with respect.

A summary of these stakeholder cultures and their orientations are presented in Table 2.2.
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2.4.3 Summary of organisational level view of corporate 
stakeholder salience

Drawing from accounts of corporate stakeholding of Jawahar and McLaughlin, (2001) – 
organisational life-cycle approach – and Jones et al., (2007) – organisational stakeholder cul-
ture view – presented above, it could be said that the organisational level view of corporate 
stakeholder salience also shares some characteristics in common with the managerialist 
view – albeit from non-atomised actor perspective. In this case, instead of placing manag-
ers at the centre of corporate stakeholding, the organisational level view places the fi rm at 
the centre. It fundamentally shifts from the individual cognition central to the managerialist 
view to a form of organisational collective cognition and action, whilst still theorising the 
fi rm as powerful and legitimate, and under-emphasising the infl uence of the wider social 
system in corporate stakeholding process.

2.5 Infl uences of micro level theorisation of stakeholding 
on CSR literature

In the sections below, we draw from insights from the micro level theorisations of stake-
holding presented in previous sections to X-ray the different paradigms underpinning the 
contemporary stakeholder approach to CSR – where fi rms and managers are encouraged to 
prioritise other stakeholders in addition to shareholders. However, this prioritisation of CSR 
agenda is still largely assumed to be solely dependant on managerial discretion and organ-
isational strategic choices (Child, 1972, 1997). In such cases, the institutional infl uences on 
both managerial and organisational choices are under-emphasised.

Table 2.2 Varieties of corporate stakeholder cultures and orientations

Alternative 
descriptions

•  Amoral 
management

•  Management 
egoism

•  Short-
term profi t 
maximisation

•  Short-term self-
interest of the 
corporate level

•  Enlightened 
self-interest

•  Instrumental 
or strategic 
morality

•  Genuine 
concern for 
welfare of 
normative 
stakeholders

•  Moral 
pragmatism

•  Pure intrinsic 
morality

• Moral purism

Moral 
orientation; 
self- versus 
other-regarding

• Pure egoism
•   Purely 

self-regarding

•  Regard for 
others extends 
to shareholders; 
belief in 
effi ciency of the 
market

•  Same as 
corporate 
egoist

•  Morally based 
regard for 
normative 
stakeholders

•  Morally based 
regard for 
normative 
stakeholders 
only

Relevant 
stakeholders

•  None •  Shareholders 
only

•  Shareholders 
only, but other 
stakeholders 
as means to 
shareholder 
ends

•  All normative 
and derivative 
stakeholders

•  Normative 
stakeholders 
only

Source: Adapted from Jones et al. (2007:145).
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2.5.1 Micro level theorisations of CSR

The stakeholder theory of the fi rm is central to the current CSR movement. Without the stake-
holder theory, CSR loses its fundamental structure and crumbles. As a precursor to CSR, the 
micro level theorisation of corporate stakeholding also fi nds an expression through contem-
porary CSR discourse. In this case, however, managers assume central positions in shaping 
and setting CSR agenda. In their work on ‘Managers’ Personal Values as Drivers of Corporate 
Social Responsibility’, Hemingway and Maclagan (2004:34) propose two key dimensions for 
the analysis of CSR in practice, as shown in Figure 2.3. The motivational basis of the frame-
work, which lies on the vertical axis, asks if the CSR practice analysed is driven primarily 
by commercial interests or is it just idealistic, even altruistic. In this case, one can see some 
similarities between commercial interests and instrumental dimension of stakeholding, and 
idealistic/altruistic interests as related to normative dimensions of stakeholding proposed by 
Donaldson and Preston (1995).

The second aspect of the framework is what Hemingway and Maclagan (2004:34) call the 
‘locus of responsibility’. And by this, they mean if the CSR practice in question could be said 
to be primarily driven by corporate or individual interests – i.e. whether they refl ect organi-
sational level and managerialist views of stakeholding, respectively. This thesis adopts 
these theoretical dimensions, which the authors conclude ‘. . . point towards a framework 
for analysis of corporate social responsibility’ (p. 34). Given that stakeholder theory has for 
a long time focused on micro level theorising, a large number of the literature on CSR has 
also been at this micro level1. A couple of examples are highlighted below as typical of this 
literature.

Managerialist views of CSR

The CSR literature is dotted with accounts emphasising the role of individual actors in pro-
moting (or inhibiting) CSR practices in organisations. These cases tend to draw inspiration 
from Giddens’s (1984) structuration theory that attributes equivalent importance to both 
agency and structure in understanding social change – which could be extended to under-
standing fi rm behaviour. In such instances, powerful personalities within organisations are 
constructed as moral change agents who leverage their legitimacy and personal values to 
sway organisation level agenda and actions (Visser, 2007). CEOs and business leaders are 
often considered to be such personalities (Agle et al., 1999), although Hemmingway (2005) 

Figure 2.3 A framework for analysing CSR.

(Source: Hemingway and Maclagan, 2004:34)

MOTIVE 
Idealistic/altruistic

Individual 

Strategic 

Corporate
Locus of
responsi-
bility



 Stakeholder Management: Theoretical Perspectives and Implications  27

has argued that this form of ‘corporate social entrepreneurship’ could ‘. . . operate at a variety 
of levels within the organization: from manual workers or clerical staff to junior management 
through to directors. They may not necessarily be the most senior executives at the top of the 
organizational hierarchy setting the moral tone of the corporation’ (p. 236, emphasis in origi-
nal). This exhibition of managerial or employee heroism is well documented in the corpo-
rate greening (Fineman and Clarke, 1996; Walley and Stubbs, 1999; Crane, 2000a, b, 2001) and 
ethical leadership literatures (Dukerich et al., 1990; Sims and Brinkman, 2002; Sivanathan and 
Fekken, 2002). And a key theme central to these is the emphasis they place on the central-
ity of the ‘manager’ in shaping fi rm behaviour, often at the expense (under-emphasis) of the 
institutional infl uences.

Organisational views of CSR

Carroll, through his numerous works, is one of the major fi gures that have contributed sig-
nifi cantly to shaping the organisational level CSR agenda since the late last century. Standing 
out amongst his works is his classic on the pyramid metaphor of CSR (Carroll, 1991), which 
he orchestrated recently (Carroll, 2004). In these works, Carroll argued that CSR is made up 
of the following components in a bottom-up order: (1) economic responsibility – ‘be profi t-
able’ (2) legal responsibility – ‘obey the law’ (3) ethical responsibility – ‘be ethical’ (4) philan-
thropic responsibility –‘be a good global corporate citizen’. Much of the CSR literature and 
practices have been greatly infl uenced by Carroll’s typology of CSR.

In line with this organisational level theorising, Lantos (2001) identifi ed the following 
strands of CSR: (a) ethical CSR, (b) altruistic CSR and (c) strategic CSR. According to him, 
ethical CSR is a fi rm’s mandatory fulfi lment of economic, legal and ethical responsibilities. 
It is akin to the fi rst three components of Carroll’s typology. Altruistic CSR is the same as 
philanthropic responsibility of Carroll’s typology but differed from it in the sense that Lantos 
(2001) argued that it would only be possible for private fi rms to be philanthropic and irre-
sponsibility on the part of public corporations since they do not have the rights to use the 
funds of shareholders (who might also be involved in private philanthropy) for public phi-
lanthropy. Non-instrumental CSR practices transcend (and often defy) rational economic 
principles underlying most organisational decisions (Korhonen, 2002) and are, thus, informed 
and governed by trans-material ratio of emotion (Fineman, 1996, 2001). Finally, strategic CSR 
is ‘. . . good works that are also good for the business’. Lantos (2001), therefore, proposes 
that ethical CSR, grounded in the concept of ethical duties and responsibilities, is mandatory; 
concludes that strategic CSR is good for business and society and advises that marketing take 
a lead role in strategic CSR activities.

This is not an entirely new venture. A number of scholars (Burke and Logsdon, 1996; 
Greening and Turban, 2000; Maignan and Ferrell, 2001; Moir, 2001; Zairi and Peters, 2002) 
have advocated for CSR to be solely used to support business objectives, but they are still 
in the minority camp. Drawing from concepts and practices within strategy, as a manage-
ment domain, Burke and Logsdon (1996), for instance, argued that the probable contribu-
tions of CSR activities to value creation could be assessed from the following dimensions (pp. 
496–499):

Centrality: a measure of the closeness of fi t between a CSR policy or programme and the 
fi rm’s mission and objectives.
Specifi city: the fi rm’s ability to capture or internalise the benefi ts of a CSR programme, 
rather than simply creating collective goods which can be shared by others in the indus-
try, community or society at large.

●

●
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Proactivity: the degree to which CSR activities are planned in anticipation of emerging 
economic, technological, social or political trends and in the absence of crisis conditions.2

Voluntarism: the scope of discretionary decision-making by the fi rm and the absence of 
externally imposed compliance requirements.
Visibility: the observability of a business activity and the fi rm’s ability to gain recognition 
from internal and external stakeholders.

The visibility dimension of value creation through CSR lends credence to the importance of 
pursuit of positive corporate reputation, which has been acknowledged in both theory and 
practice (Swift, 2001). According to Roberts and Dowling (2002), good corporate reputations 
are critical not only because of their potential for value creation, but also because their intan-
gible character makes replication by competing fi rms considerably more diffi cult. In a similar 
vein, good corporate reputation has been argued to attract good job applicants (Greening and 
Turban, 2000; Maignan and Ferrell, 2001).

In what has become a classic, Baron (1995) proposed that robust corporate strategies 
should incorporate elements of the market and non-market environments, respectively. 
According to Baron (1995:47), ‘. . . the market environment includes those interactions 
between the fi rm and other parties that are intermediated by markers or private agree-
ments. These interactions typically are voluntary and involve economic transactions and 
the exchange of property’. On the other hand, the non-market environment is character-
ised by interactions that are ‘. . . intermediated by the public, stakeholders, government, 
the media, and public institutions’; and these interactions may be voluntary, such as when 
the fi rm adopts a policy of developing relationships with government offi cials, or involun-
tary when government regulates an activity or activist groups organise a boycott of a fi rm’s 
product. Going further, Baron (1995:48) outlined the following as the major components of 
the non-market environment: issues, institutions, interests and information. The non-mar-
ket strategies address issues, by seeking to infl uence institutions (such as regulatory bodies) 
and interests (e.g. activists, individuals and groups) that drive these issues. The non-market 
strategies, also, seek to ascertain the information available to these different drivers through 
environmental scanning.

2.6 Infl uences of micro level theorisation of stakeholding on 
corporate accountability

The stakeholder perspective to organising and managing fi rms is one of the major manage-
ment paradigm shifts in the late last century. The theory, in its present form traceable to 
Freeman (1984:246), broadly and loosely defi nes stakeholders as ‘. . . those groups and indi-
viduals who can affect, or are affected by the achievement of an organization’s purpose’ – 
e.g. shareholders, employees, suppliers, government, competitors, local communities and the 
environment. One of the popular propositions of the stakeholder theory is the view that 
fi rms exist at the nexus of series of interdependent relationships with groups that affect or 
are affected by them (Crane and Livesey, 2003). Given the infi nite network of relationships, 
a fi rm could be entangled in, this proposition, however, poses some fundamental manage-
rial challenges such as defi ning the boundaries of stakeholder-ship and effectively managing 
these relationships that often come with confl icting interests and goals. This challenge tends 
to polarise views on stakeholder approach to management into three broad camps: descrip-
tive, normative and instrumental (Donaldson and Preston, 1995). The descriptive paradigm 
explains who a stakeholder is, the normative view prescribes who a stakeholder ought to 

●

●

●
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be, while the instrumental view highlights the consequences of considering a stakeholder or 
not and suggests that stakeholders could be prioritised based on their salience (importance) 
(Freeman, 1999:233).

Freeman (1999) acknowledged that his 1984 stakeholder theory is instrumental and prag-
matic. As such, he suggested that: ‘. . . if organizations want to be effective, they will pay 
attention to all and only those relationships that can affect or be affected by the achieve-
ment of the organization’s purposes’ (p. 234). In addition, it is necessary for an effective 
fi rm to manage the relationships that are important, irrespective of the purpose of the fi rm. 
Extending the instrumental view, Mitchell et al. (1997) theorised that stakeholder salience is 
a combination of the following factors: power, legitimacy and urgency. A stakeholder group 
has power when it can impose its will on the fi rm, especially when it controls resources 
needed by the fi rm (Pfeffer, 1981); while legitimacy implies that stakeholder demands com-
ply with prevailing norms and beliefs. Legitimacy is achieved if patterns of organisational 
practice are in congruence with the wider social system (Scott 1987; Powell and DiMaggio, 
1991). However, power and legitimacy can appear together, giving authority to those who 
have both (Weber, 1947), but they can also appear independently. Finally, urgency is a con-
cept sustained on two elements: (1) the importance stakeholders accord their own demands; 
and (2) their sensitivity to how long it takes managers to deal with their demands (Gago 
and Antolin, 2004). These salient variables according to Mitchell et al. will determine how a 
fi rm responds to its stakeholders. Optimal strategic stakeholder management is, therefore, 
dependant on the ability of fi rms to identify and be responsive to salient stakeholders within 
their business environment.

Stakeholder salience is a precursor to stakeholder accountability and both are interde-
pendent. Roberts and Scapens (1985:447) defi ne accountability as ‘the giving and demand-
ing of reasons for conduct’. It is an art of ‘. . . making the invisible visible’ (Munro, 1996:5) 
through the ‘. . . provision of information . . . where the one accountable, explains or justi-
fi es actions to the one to whom the account is owed’ (Gray et al., 1997). Traditionally, under 
the principal agent dispensation, fi rms have limited their accountability to shareholders as 
economic and legal owners of the fi rm. Friedman (1962) reinforced this form of account-
ability when he argued that the primary responsibility of fi rms is to pursue profi ts within 
the limits of the law. The economic logic of accountability leans heavily on what Korhonen 
(2002) called the ‘dominant social paradigm’ (DSP) of profi t maximisation for the owners 
of the fi rm. The DSP emphasises such issues as competitive advantage, cost minimisation, 
equilibrium, market effi ciency, optimal returns on investments (including labour) and mar-
ket dominance. Shareholder accountability is the bedrock of modern capitalism. Adherence 
to this culture of capitalism often comes with its rewards in terms of increase in sharehold-
ers wealth and fi rm growth; although it sometimes leads to market failures (i.e. monopo-
lies, pollutions, etc.). Stakeholder accountability has emerged, towards the end of the last 
century, as complement to shareholder accountability (Gray et al., 1988; Owen et al., 2000; 
Gray, 2002).

Drawing from the works of other academics (Roberts and Scapens, 1985; Williams 1987; 
Gray et al., 1988), Swift (2001:17) broadly describes accountability as ‘. . . the requirement or 
duty to provide an account or justifi cation for one’s actions to whomever one is answerable’ 
and narrowly as ‘. . . being pertinent to contractual arrangements only, . . . where account-
ability is not contractually bound there can be no act of accountability’. Borrowing from a 
later work of Gray et al. (1997), Swift notes that ‘. . . essentially accountability is about 
the provision of information between two parties where the one is accountable, explains 
or justifi es actions to the one to whom the account is owed’. This form of accountability 
can easily be glimpsed from that characteristic of principal–agent relationship, which 
is central to the fi rm as an economic and legal entity. But no matter the side taken, and 
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however defi ned, one factor that is central to the notion of accountability is the duty to 
account, which connotes institution of rights and as such, should hurt (Owen et al., 2000). 
In the same line of thought, Gray et al. (1988) sought to explain the fi rm’s accountability 
to the wider society as inherent in a social contract between the society and the business – 
the idea that business derives its existence from the society. This accountability inherent 
in the form of social contract is enforced through the market forces that punish or reward 
corporate behaviour (Donaldson and Preston, 1995; Swift, 2001). Korten (2004) argues that 
the market by necessity needs information to be effective – as such, corporations should 
be demanded to produce the necessary and complete information required by the market 
to punish or reward – this will constitute accountability to the market, which cannot be 
achieved through self-regulation.

According to Gray et al. (1988), the underlying principles of stakeholder accountabil-
ity derive from a firm’s accountability to the wider society as inherent in a social con-
tract between the society and business – i.e. the idea that business derives its existence 
from the society. This accountability inherent in the form of social contract is enforced 
through the market forces that punish or reward corporate behaviour (Donaldson and 
Preston, 1995; Swift, 2001). In this regard, Korten (2004) argues that the market by neces-
sity needs information to be effective – as such, corporations should be demanded to 
produce the necessary and complete information required by the market to punish or 
reward – this will constitute accountability to the market, which cannot be achieved 
through self-regulation. Accountability, therefore, in turn connotes some level of trans-
parency; and transparency carries with it some risks of disclosure that could hurt (Owen 
et al., 2000; Gray, 2002).

This perspective of stakeholder accountability seems to be driving the current surge of 
interests in social reports. Interest in and demand for stakeholder accountability has been 
on the increase. The 1970s enjoyed a boom in social accounting which disappeared in the 
1980s and has reappeared since the 1990s. In addition, the accounting and governance trav-
esties of such fi rms as Enron and WorldCom in the United States and Parmalat in Italy, to 
mention but a few, have made such demands for corporate accountability and social reports 
even more pertinent. Within these social reports, fi rms aim to signal accountability towards, 
and willingness to be held accountable by, their different stakeholder groups on such issues 
as their environmental footprints, poverty reduction, labour and employment conditions, 
gender and equality, community and consumer welfare, corporate governance and ethics. 
It is also argued that fi rms use corporate social reports as subtle strategies to reaffi rm their 
legitimacy (Brown and Deegan, 1998; Neu et al., 1998), and appeal to salient stakeholders 
(Hooghiemstra, 2000; Gray, 2002).

Unfortunately, the target of social reports has been one of the vexed issues about these 
reports in recent times. Unlike corporate annual reports that are specifi cally addressed to 
shareholders, corporate social reports often start with such diffused salutations as ‘Dear 
Readers’ or ‘Dear Stakeholders’. This diffused and non-specifi c addressee approach tends to 
demean social reports as mere ‘talks to all, but to none’. Some critics have even gone as far 
as describing social reports as artefacts of managerial capture (Owen et al., 2000) ‘. . . used 
by a privileged part of the socio-economic-political system (capitalist elites) to protect and 
advance their sectional interests’ (Unerman, 2003:429). This line of argument, which has 
dominated stakeholder accountability thinking for a long time now, tends to assume that 
managerial actions are largely rational and thus discretional. It is within this discretional 
rationality, it is argued, that managers as representatives of fi rms exercise power and domin-
ion over different stakeholder groups.

Over the years, stakeholder management discourse and practice has also been anchored on 
managerial discretion. In other words, stakeholders that receive priority from management 



 Stakeholder Management: Theoretical Perspectives and Implications  31

will be those whom managers perceive as highly salient (Agle et al., 1999). This managerial 
elitism has, in the main, continued to dominate stakeholder management discourse, with 
little or no emphasis placed on the contextual embeddedness of managerial thoughts and 
actions in stakeholder management practice and discourse. This situation, which is argu-
ably a manifestation of the rational choice school of thought, could be, borrowing from 
Granovetter (1985), described as an under-socialised account of stakeholder management 
practice. Theorists have recently begun to challenge this managerialist view and to interpret 
fi rms’ interactions with their stakeholder from a much broader perspective that incorporates 
institutional, cultural and societal contexts, into the debate.

2.6.1 Summary of micro level theorisations of CSP

All the examples presented above tend to suggest that CSR agenda and actions are largely 
subject to fi rms’ strategic choices. This suggestion rubs-off from organisational level theori-
sation of CSP. Notwithstanding, the view that fi rms exist at the nexus of series of interde-
pendent relationships with groups that can affect or are affected by them (Freeman, 1984; 
Crane and Livesey, 2003) poses some fundamental managerial challenges such as defi ning 
the boundaries of stakeholder-ship and effectively managing these relationships that often 
come with confl icting interests and goals. However, central to this stakeholder approach is 
the principle of who or what really counts (Freeman, 1994). That is, who (or what) are the 
stakeholders of the fi rm? And to whom (or what) do managers pay attention? (Mitchell et al., 
1997). These come with a burden of defi ning the boundaries of stakeholder-ship, and estab-
lishing appropriate mechanisms for stakeholder consultation and involvement in strategic 
development. They, as well, constitute great challenges for managers and decision-makers, 
which ultimately impact on CSR agenda setting and actions – both at the managerial and 
organisational levels. It is the argument of this research study that in addition to managerial 
and organisational level infl uences, CSP, as a precursor to CSR, governance and accountabil-
ity, is equally constrained and enabled by the institutional contexts in which it is enacted. 
Unfortunately, this institutional dimension to accounting for CSPs is marginalised (or under-
emphasised) in the extant CSR literature.

2.7 Towards a ‘new paradigm’: theorising corporate stakeholder 
salience from an institutionalist perspective

Despite the under-emphasis of institutional embeddedness of CSPs, there is an emerging lit-
erature on variations of CSR and governance across national institutional contexts (Aguilera 
and Jackson, 2003; Chapple and Moon, 2005; Amaeshi et al., 2006). Following its normative 
underpinnings, for instance, it is expected that stakeholder salience will differ according 
to industry and country since ethics have been found to differ along those lines, as well. In 
their large-scale survey among senior executives in the United States, the United Kingdom, 
Germany and Austria, Schlegelmilch and Robertson (1995) found that both country and 
industry have strong infl uence on perception of ethical issues (and that fi rm size does not). 
In another study, Thelen and Zhuplev (2001) present a comparative analysis of attitudes 
between Russian and US undergraduate students on ethical issues in managing Russian 
small fi rms engaged in business transactions with US fi rms. Based on the real-life situations, 
Russian and American respondents were asked to select decision alternatives dealing with 
ethical dilemmas. Signifi cant differences were found between the two groups. Russians do 
not recognise signifi cant differences between various alternatives, despite the disparity in 
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the severity of these alternatives for resolving business problems. Russians, compared to 
Americans, tend to prefer more forceful decision alternatives resorting to business practices 
that would be considered unethical in the United States. This is attributable to differences in 
the countries’ history, political, legal and cultural environment. The transitional nature of the 
Russian economy affects decision-making and business ethics.

Robertson et al. (2002) also queried 210 fi nancial services managers from Australia, Chile, 
Ecuador and the United States about their ethical beliefs when faced with four diverse dilem-
mas. In addition, the situational context was altered so the respondent viewed each dilemma 
from a top management position and from a position of economic hardship. Results suggest 
a complex interaction of situation, culture and issue when individuals make ethical judg-
ments. Specifi cally, Chileans were found to have different beliefs about sex discrimination 
and child labour dilemmas when compared to their colleagues from the other three nations. 
Chileans and Australians also disagreed on the bribery dilemma. Anglo managers were more 
likely than Latin American managers to change their ethical responses when the situation 
was altered. In a situation like this where interpretations and manifestations of ethical beliefs 
are determined by cultural differences, what should be the criteria for making ethical deci-
sions? Robertson et al. (2002) suggested that multinational fi rms interested in maintaining 
healthy ethical climates, should consider adapting culturally contingent ethical guidelines, or 
policies to the local customs. If this suggestion should be adhered to, what happens in a situ-
ation where board members from different cultures and beliefs need to take ethical decisions 
that are not location specifi c?

Hooghiemstra and van Manen’s (2002) research among 2500 of the largest companies in The 
Netherlands reveals the growing importance of social and ethical issues in the corporate gov-
ernance debate. Such issues can place non-executive directors in a dilemma when his point of 
view is neither shared by the management board nor by the other supervisory board mem-
bers: Should he resign or should he try to infl uence the others of his opinion? That is, in terms 
of Hirschman’s (1970) classical work, should he ‘exit’ or ‘voice’. The chapter reports the fi nd-
ings regarding non-executive directors’ choice based upon a qualitative and a quantitative 
study conducted among almost 300 Dutch supervisory directors. Regarding bribing civil serv-
ants, non-executives seem to make a distinction based upon location. While a bribe in a third 
world country seemed acceptable to approximately half of the responding outside directors, 
it was considered unacceptable (and would lead to repercussions) in the case where the bribe 
involved either a Dutch civil servant or another company’s employee. Indeed, in the quali-
tative study many of the non-executive directors remarked that bribing people is sometimes 
necessary to do business, although it is not a good thing to do. Furthermore, they also com-
mented that ethical behaviour is a dependant variable and has its limits. For example, whereas 
bribing was considered unacceptable only in The Netherlands, non-executive directors did not 
make a distinction based upon location in case of environmental pollution – the same rules 
applied irrespective of whether it concerned a third world country or The Netherlands.

Institutionalists (Scott and Meyer, 1983; Powell and DiMaggio, 1991, Whitley, 1992, 1998) 
argue that organisations are products of their external environments, which ‘. . . are charac-
terized by the elaboration of rules and requirements to which individual organizations must 
conform if they are to receive support and legitimacy . . .’ (Scott and Meyer, 1983:149). In this 
case, Kondra and Hinings (1998) state that conformity to norms is facilitated by normative, 
coercive and mimetic processes (DiMaggio and Powell, 1983) and compliance may be for 
pragmatic reasons or due to paradigm stasis (Oliver, 1991). Continuing, Kondra and Hinings 
argue that organisations within an organisational fi eld may conform to these rules and 
requirements, not necessarily for reasons of effi ciency, but rather for increasing their legiti-
macy, resources and survival capabilities (Meyer and Rowan, 1977; DiMaggio and Powell, 
1983); and these organisations that conform to institutional norms become ‘optimal’, if not 
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effi cient, in the sense that they increase their survival capabilities by conforming to those 
norms, thereby minimising the risk of organisational death (Baum and Oliver, 1991). As a 
result, values and beliefs external to the organisation play a signifi cant role in determining 
organisational norms.

The same line of thought is shared by culturalists; necessitating Carroll and Gannon 
(1997) to argue that the ethical orientation of a particular culture may have a signifi cant 
impact on internal organisational activities such as human resource management. Similarly, 
cultures may not extend their beliefs concerning ethical conduct to individuals deemed 
members of an out-group (Katzenstein, 1989; Pratt, 1991). However, whether or not eth-
ics are ‘relative’ or contingent on national culture is indeed controversial. Donaldson and 
Dunfee (1994), for example, present a convincing argument for a superordinate set of nor-
mative ethical principles. Yet, multinational organisations often confront serious human 
resource management issues when operating in cultures with values different from their 
own (Carroll and Gannon, 1997). Firms that fail to consider the values and ethics of their 
host culture by appropriately aligning their human resource management policies may be 
perceived of as opportunistic and potentially unethical. Given this scenario, it is possible 
for fi rms to display different ethical orientations in relation to different target audiences 
(external and internal).

2.7.1 Research gaps in the literature

In summary, then, if stakeholder salience, as a matter of managerial perceptions, is a real-
ity constructed over time rather than an objective reality (Agle et al., 1999:508–509), then 
it could be argued that these constructions are likely to draw from (or are functions of) 
the sedimented broader social constructions within the institutional contexts in which 
the managerial perceptions are crafted and enacted. Moreover, legitimacy is a function of 
social context (Suchman, 1995) and ‘. . . bounded by cultural norms and behaviour’ (Agle 
et al., 1999:509). Therefore, following discussions so far, it could be argued that corporate 
stakeholder salience patterns are not only shaped by managerial infl uences but are also 
implicated in series of multilevel infl uences varying between micro and macro variables as 
shown in Figure 2.4.

Figure 2.4 Multilevel infl uences on corporate stakeholder salience.
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These infl uences, which could be bottom-up – e.g. through some form of institutional 
entrepreneurship3 (Crouch, 2005; Lawrence and Suddaby, 2007) or top-down – e.g. through 
government/transnational infl uences (Djelic and Quack, 2008) interact to shape corporate 
stakeholder salience practices. In this regard, these interactions could either enable or con-
strain corporate stakeholding activities. In line with Jones (1999), the intention here is neither 
to imply that each of these levels exerts equal infl uences on determining corporate stakeholder 
salience patterns nor is it to unpack the intensity of each of these infl uences, but to ‘. . . stress 
the inter-relatedness of these levels, particularly with their most proximate counterparts, and 
their combined impact on determining the necessary and suffi cient conditions for the practice 
of stakeholder management’ (p. 165).

Following this line of thinking, Jones and Fleming (2003) criticise conventional theory 
of stakeholding for its failure ‘. . . to consider the underlying structural linkages that may 
exist between various stakeholders along with complex and deeply embedded (institu-
tionalized) processes that constitute stakeholders’ materiality, identity and even forms of 
rationality’ (p. 433). The literature in the main, surprisingly, takes these interactions for 
granted and assumes that managers and fi rms can easily select or deselect stakeholders. 
Contrary to this common view are situations where these interactions constrain corpo-
rate stakeholding and ultimately, CSR agenda. A good example of the latter is the cur-
rent European Union (EU) regulation on procurement, which constrains the EU Utilities 
from enforcing green procurement policies and practices across their supply-chain (see 
Arrowsmith, 2000, 2006 for details). This leaves a gap in the literature, which needs to be 
fi lled. Figure 2.5 helps to summarise where the literature on stakeholding is and shows 
where the gaps are (the shades).

2.8 Conclusion

This chapter has identifi ed alternative modes of theorising CSPs. It is recognised that 
such disciplines as politics, economics and sociology have robust theories that deal with 
fi rm behaviours at the identifi ed multilevels. Some of these include, but not limited to, 

Figure 2.5 Multilevel dimensions of studying corporate stakeholder salience.
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the following: systems theory (Ackoff and Churchman, 1947; Pfeffer and Salancik, 1978), 
organisational theory (Katz and Kahn, 1966), national business systems, neo-institution-
alism, varieties of capitalism, political economies, corporate governance frameworks and 
recently the explicit–implicit models (Matten and Moon, 2008). These approaches empha-
sise the external environment as a signifi cant explanatory factor of the organisation of the 
fi rm (Pfeffer and Salancik, 1978).

Finally, the chapter problematises CSPs and theorisations as a precursor to contemporary 
pursuits of CSR, governance and accountability. It also highlights the predominance of the 
managerialist view on the practice and theorisation of corporate stakeholding, which appears 
to under-emphasise the institutional infl uences on CSP. Drawing insights from emergent 
comparative studies of business practices (particularly those on business ethics, CSR and cor-
porate governance) across national borders, the chapter identifi es possible research gaps in 
the literature – albeit at the macro level – that could complement the micro level managerial-
ist accounts of CSPs. The goal of this chapter is to re-introduce the institutionalist perspective 
to the understanding and interpretation of fi rms’ behaviours; and, more so, to emphasise the 
relevance of this perspective to the practice of corporate stakeholding, which is hereby theo-
rised as a corporate practice.

Endnotes

1.  It is only recently that corporate social responsibility theorisation is attempting to incorporate 
macro-theorisation – e.g. Matten and Moon (2008), Maignan and Ferrell (2001), which this book 
will cover in subsequent sections.

2.  An example of proactivity in the CSR context, according to Burke and Logdson (1996), is a man-
ufacturer monitoring emerging social trends and regulatory initiatives regarding pollution con-
trol (p. 498).

3.  Institutional entrepreneurs are ‘. . . organized actors who skilfully use institutional logics to create 
or change institutions, in order to realize an interest that they value highly’ (Leca and Naccache, 
2006:634). Further discussions on institutional entrepreneurship and the link between micro and 
macro institutionalisation are presented later on in Chapter 8 of this book.
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3

3.1 Introduction

The progressive development of different forms of contract is explained against the back-
ground of historical formal reviews of construction industry performance. The principles 
and arrangements for managing the growing trend of more active stakeholder infl uence on 
the activities of the construction industry in general and fi rms and projects in particular are 
highlighted in this context.

Achieving quality of the built environment may be observed as sustainable and sensitive 
land use; inspired, sympathetic and aesthetically appealing architecture; affordable function-
ally well-designed and constructed domestic, commercial and industrial buildings, facilities 
and infrastructure; high standards of in-built utility/health and safety/energy effi ciency/
maintainability/environment-friendly features.

The more successful projects are usually achieved by enlightened and informed cli-
ents/developers/promoters/patrons acting intelligently in concert with imaginative 
and able project leaders or advisers, reinforced by competent designers and contrac-
tors, all having common purpose aimed to ensure client satisfaction for the finished 
product, i.e. fulfilment of conception, function, cost, time, quality, utility and after-
sales service objectives. Hence the importance of selecting the appropriate contractual 
arrangements for the stakeholders engaged to undertake the necessary responsibilities 
and functions, namely funding and finance; aesthetic aspect, form, function and util-
ity; design, engineering and cost planning; construction and finally successful opera-
tion and maintenance. All of which need to be carried out within the normal bounds of 
official building controls, regulations and corporate social responsibilities (CSR). Best 
results impacting on the project and stakeholders involved normally exhibit the follow-
ing key attributes:

extent of design complete before construction commences;
complexity of the project;
experience of the contractor’s project manager (PM);
contractor’s past performance;
supervision of quality and progress by the client’s project leader.

To this end, Figure 3.1 identifi es the development phases conventionally present in the con-
struction process. The explanation of these phases identifi es the key stakeholders involved in 
their attainment.
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Figure 3.1 Development phases in the conventional construction process.

(Source: Harris and McCaffer, 2006; Used with permission from Wiley-Blackwell)
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3.2 Verifi cation of need

3.2.1 Stage 1: Verifi cation of need

At this initial stage, the terms of reference are established, assisted by an external adviser as 
required in the case of an inexperienced sponsor. Aspects to be investigated include deter-
mining the need and objectives for the project, identifying who will act as the project spon-
sor in the client organisation; identifi cation of other stakeholders; prioritising the constraints 
regarding time, cost, quality, fi nance, legal issues, impact on the business, etc. including for 
publicly funded projects such as local government; and fundamental issues concerning dem-
onstration of ‘Best Value’ procurement. Subsequently a decision to carry out further study on 
the potential project options can be implemented.

3.2.2 Stage 2: Assessment of options

The potential project options are evaluated for feasibility and value appraised with tech-
niques such as Value Management (VM), Risk Management (RM) and Cost Benefi t Analysis 
(CBA). A fi rm business case is subsequently prepared giving for each option a physical out-
line as appropriate, base estimate, investment and fi nancial appraisal, risks/life cycle costs, 
time plan, and technical, legal and regulatory issues together with a provisional budget. 
Thereafter the decision to go ahead with the project can be made based upon the options infor-
mation and a PM/leader is appointed to act for the client, which in the case of an experienced 
client in building procurement might be an in-house function, otherwise an external special-
ist professional organisation (stakeholder) is sought.

3.2.3 Stage 3: Develop procurement strategies

The PM/leader in conjunction with the client reviews the business case, and takes on the 
major task of preparing the project brief covering details such as dealing with statutory reg-
ulations and approvals, execution plan, performance criteria, constraints, budget, control 
and reporting procedures. In particular VM/RM techniques are further applied to assist in 
the evaluations, thereafter the decision to proceed with the project can be reconfi rmed, the 
 procurement strategy articulated and the perceived best approach selected.

3.2.4 Stage 4: Implement the procurement strategy

The most appropriate contract category (separated, management, integrated or discretionary 
contract), contractual arrangement or type and form of agreement are chosen, which may 
have already become evident in the business plan and project brief. The best team/parties 
to deliver the business solution for the client/sponsor is now procured and contracted. In the 
case of public sector projects, the European Union Procurement Directives require projects 
exceeding specifi ed threshold values to be advertised across member states in the Offi cial 
Journal of the European Union.

3.2.5 Stage 5: Project delivery

Essentially execution of the project in terms of design and/or construction is now the task of the 
selected project team or parties. However, the PM continues to act for the client/sponsor, and 
has specifi c responsibility for briefi ng the selected stakeholders on all the aspects of the project, 
inducting new members as and when appropriate, implementing agreed performance, control 
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and modifi cation measures, advising and making decisions relating to the project objectives, 
requirements, agreeing payments, changes, contractual and legal issues, etc.

3.2.6 Stage 6: Commissioning

The PM produces a historical review of the project, assesses the asset’s performance against the 
set targets, including any necessary physical testing and minor adjustments to ensure that 
the completed asset has achieved the objectives and functions satisfactorily; fi nally accepting 
handover on behalf of the client.

3.2.7 Stage 7: Operation and maintenance

Some projects, if procured through Private Finance Initiative (PFI), DBFO, etc., require the 
facility to be both operated and maintained profi tably by the constructor under a business 
agreement; hence, the impact of life cycle costs need to be carefully considered, particularly 
materials and technology obsolescence over a long period.

3.3 Historical context

The 8–10% of GDP typically generated by the construction industry and the relatively low level of 
productivity growth in this domain has constantly exercised Government attention, manifested 
through the long series of joint government and industry initiatives directed towards improving 
performance. The reports often produced in this regard mostly concern perceived ineffi ciencies, 
practices of the industry’s major stakeholders, and business and contractual arrangements. The 
main features of the most recent and pressing reports are catalogued in Table 3.1.

3.3.1 Chronology

Early reports – largely concentrated on the placing and management of contracts; problems 
before the construction industry; communications, interdependence and uncertainty; large 
industrial sites; the public client and the construction industries; and faster building.

Latham 1 – dealt with mistrust between the client’s professional advisers, contractors and 
subcontractors, particularly delayed payments, disharmony, poor quality and client dissatis-
faction of project outcomes.

Latham 2 – laid stress on the potential for productivity improvements through better pro-
curement practice, tendering arrangements, conditions of contract application and most nota-
bly teamwork.

Egan 1 – went further by raising key issues relating to ineffi ciency, unpredictability and 
customer dissatisfaction. The key recommendations being eliminating waste and increasing 
value for the customer, partnering through supply chains, integration of processes, bench-
marking and quantifi ed outturn measures, standardised processes and offsite fabrication. 
The report lead to M4I (Movement for Innovation) which attempted to drive the identi-
fi ed potential improvements by raising awareness towards value for money, reliability and 
respect for people through the demonstration and dissemination of best practice and inno-
vation. Important targets included annual 10% increases in productivity, 20% reduction of 
reportable accidents and 10% reduction of project completion times.

Egan 2 – stressed the importance of collaboration between members of the supply team. 
The concurrent engineering concept inherent in ‘world-class’ manufacturing was also given 
emphasis, whereby design and build are brought together seamlessly. Key performance 
indicators (KPI) for all aspects of the project, the partners in the process and stakeholders in 
general formed an important element.
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Table 3.1 Overview of some reports on improving construction practice

(Associated) Author Title/Subject matter Date

Early reports – Simon:Emmerson:
Banwell:National Economic 
Development Offi ce:Tavistock

Various reports on placing of contracts 1944:1962:1964:1967:1966

Latham 1 Trust and money 1993

Latham 2 Constructing the team 1994

Levene Effi ciency Scrutiny Construction procurement by 
Government

1995

CSCS Construction Skills Certifi cation Scheme 1995

MCG Major Contractors Group 1996

Egan1 Rethinking Construction (Movement for 
Innovation)

1998

National Audit Offi ce Modernising construction 2001

Egan 2 Accelerating Change Construction 2002

National Audit Offi ce PFI Construction Performance 2003

National Audit Offi ce Improving public services through 
better construction

2005

Conditions of Contract New forms of contract 2006

CDM Construction Design and Management 
regulations

2007, 1994, 1974

National Audit Offi ce Building for the future: sustainable 
construction and refurbishment on the 
Government estate

2007

Department of Communities and 
Local Government (DCLG)

Developing the Local Government 
Services Market: Working Paper on 
Local Government Asset Management 
and Construction Services

2007

National Audit Offi ce – like Latham and Egan adversarial relationships were given promi-
nence and examined the benefi ts of partnering in the construction process, most notably 
modernising construction procurement by government departments and agencies. The 
report recommended that government adopt PFI, Public Private Partnership (PPP), Prime 
Contracting or Design and Build as the best way forward in securing more successful out-
comes for public sector construction work, reiterated in the 2003 report on PFI Construction 
Performance. The progress 2005 report, based on three major case studies, further identifi ed 
six key areas for further improvement, namely effective construction programme, developing 
and supporting capable clients, basing design and decision making on ‘whole life value’, using 
appropriate procurement and contracting strategies, working collaboratively through fully 
integrated teams, evaluating performance and embedding project learning. Most recently the 
2007 study reported on sustainable construction and refurbishment of the Government estate.

Levene – made a number of recommendations to improve the procurement and manage-
ment of construction projects, including better communication within the construction indus-
try to reduce confl ict; adoption of a more commercial approach; negotiation of deals justifi ed 
on value for money grounds; and increased training of civil servants on procurement and RM.

Major Contractors Group (MCG) and Construction Skills Certifi cation Scheme (CSCS) – empha-
sised the need to properly assess the competencies of construction personnel and introduced 
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the CSCS, which requires possession of the appropriate CSCS card to work on the construc-
tion site of participating contractors. All personnel, including the design and other profes-
sional consultants, are embraced, and passing the CSCS Operative Health and Safety Test 
also became mandatory requirement.

The scheme stakeholders were CSCS Limited, controlled by a management board drawn 
from the Construction Confederation, Federation of Master Builders, GMB Trade Union, 
National Specialist Contractors Council, Transport and General Workers Union and Union 
of Construction Allied Trades and Technicians. Observer status extended to the Department 
for Education and Employment, the Department for the Environment, Transport and the 
Regions, the Health and Safety Executive and the Confederation of Construction Clients.

The CITB – ConstructionSkills administered the scheme and verifi ed documented formal 
evidence of competency. A Certifi cate of Achievement was also available for individual com-
panies depending on the proportion of their onsite registered cardholder personnel.

The MCG has enthusiastically adopted the CSCS, which through the interests of major 
contractors is able to effectively lobby government and other decision makers drawing on 
the expert practitioners of its members.

Construction Design and Management (CDM) – Health and Safety compliance in the United 
Kingdom is governed by EU legislation largely through the ‘Health & Safety at Work Act 
1974’ and Construction (Design and Management) regulations CDM (2007). Under these 
revised regulations, the client has become the statutory Health and Safety duty holder, but 
can be discharged through an appointed independent and competent Health and Safety 
coordinator for the project.

Department of Communities and Local Government (DCLG) – this recent working paper pro-
poses greater strategic leadership and use of more integrated and innovative solutions for 
asset management and construction services.

3.3.2 Progressive contracts development and stakeholder interactions

Judged purely on the basis of these reports, the client, project leader, designers, contractors 
and supply chain all tied in by formal contracts, and acting in concert with the regulatory 
and standards bodies, have clearly been regarded as the dominant primary stakeholders in 
the process by getting the project up, running and commissioned. These formal contracts 
place certain expectations on the different stakeholders; and so the relevant responsibilities 
of these stakeholders are broadly varied in the different types of contract. Figure 3.2 shows 
different types of formal contracts which have evolved over time.

The current approximate proportions of total contracts embraced by these new measures 
are shown in Table 3.2.

The evolution of these formal contracts and their associated demands on stakeholders are 
briefl y examined below.

Traditional separated contract

Traditionally, the separated type of contract formed the popular option for clients, who dis-
charged the development/design risks to architectural or engineering consultants on the 
basis of fee-based contracts, and more rigorous fi xed price contracts for the actual production 
deals with the main contractor and/or subcontractors.

In this approach, ideally, the design would be complete before tendering; hence, any later 
variations caused by changes in the quantity of work or site conditions were issued as written 
instructions by the architect or engineer. In some forms of contract, the role of a quantity surveyor 
is defi ned. However, this approach demonstrated a tendency to contractual disputes around var-
iation requests, interface management, time delays, quality performance and cost over budget.
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Figure 3.2 Types of formal contracts.

(Source: Harris and McCaffer, 2006; used with permission from Wiley-Blackwell)

Client or employer

Separated

Management Integrated

Discretionary

Traditional
variants

Construction Management
Management Contract
Design and Management
Contract

Design and Build
Design and Construct
Package deal
Turnkey contract
All-in contract
DBFO variants
PFI/PPP
Term Contract
Framework agreement
Managing Agent Contract
Prime Contract

Partnering
Alliancing
Joint venture
Pooled risks

Table 3.2 Usage of different types of contracts

Type of contract Proportion

By value By number

Separated 43% 83%

Integrated 43% 15%

M&CM 12% 1%

Discretionary 2% 1%

Management oriented contracts (1980s–)

Over recent years, clients of major building and civil engineering work in particular too often 
experienced poor construction performance, especially when designs were incomplete before 
contractors were appointed, exacerbated further in not securing timely planning approvals, 
with intricate projects being especially affected. Thus for innovative highly complex projects 
requiring progressive development of the design details as construction proceeds, relatively 
inexperienced clients occasionally adopted this revised form of contract, described as a man-
agement contract, construction management contract, design and management contract.

In the management oriented contract, the construction manager or managing contrac-
tor joins the project management team at the earliest possible time prior to construction on 
equal terms to other consultants. Responsibilities cover preparing the overall construction 
programme and works packages, steering these through the design stage, recommending/
appointing the works (sub) contractors and securing their smooth integration. The combined 
design and supervisory functions of the traditional architect/engineer are removed, being 
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executed by the appointed team. Coordination and cooperation is largely achieved by requir-
ing the contracted designers and works (sub) contractors to provide detailed programmes with 
procurement and key dates clearly defi ned together with explicit statements on working meth-
ods and equipment resources. Managing all these demands considerable programming exper-
tise and effort necessitating regular progress meetings and budgets for each work package to 
be carefully monitored. Indeed successfully bringing together all the project interfaces and 
ensuring good fi t of others’ designs, technical proposals and site work is a major challenge.

Even so the traditional choices of contractual arrangement still generally applied, with 
contracts formed typically between client and designer, client and contractor, and contractor 
and subcontractors. The main difference to the tradition arrangement being that the main 
contractor has few, if any, obligations to execute actual construction work. A fee is charged 
for coordinating the subcontractors and advising the design team.

The construction management contract in contrast is devised for a particular project, with 
the client having a direct contract with each individual works contractor.

Contrastingly, quality management is largely executed by works (sub) contractors them-
selves, with independent site inspection and testing executed as necessary, All encouraged 
by only inviting for tender those works (sub) contractors with an ISO 9000 or similar accred-
ited quality system and a proven record of producing good quality work. Similarly for safety 
performance in meeting specifi ed requirements laid down by the managing fi rm embraced 
by the CDM regulations.

Labour management required the managing fi rm to lay down a labour relations policy 
with clear terms and conditions of employment for all works contractors including disputes 
procedures agreed with unions both at local and national levels. The managing organisation 
should also have a fi rm policy on the engagement of self-employed labour; similarly for wel-
fare and site facilities.

Integrated contracts (1990s–)

Problems of project management and contractor relations nevertheless continued unabated, 
consequently, the design and build contract focused attention towards placing the project 
under the control of a single party leader in an attempt to provide better value for money in 
reduced whole life cost and improved quality. This approach stresses the merits of concur-
rent engineering so dominant of ‘world-class’ manufacturing, which for the construction 
context implies integrated design and construction, particularly the key elements of product 
development, project implementation, partnering in the supply chain and increased usage of 
manufactured components, i.e. ‘lean construction’. Ideally the method is best suited to rou-
tine construction procured from contractors marketing well-developed standard products, i.e. 
those which can be readily evaluated by a well-informed client as to what is to be provided, 
its specifi cation, method of payment and means of monitoring performance, cost and quality.

Regular projects such as offi ce blocks, high-rise buildings, schools, hospitals, housing, fac-
tory units, prefabricated modular system industrial assemblies, car parks, etc. represent typi-
cal examples.

Signifi cantly greater value creation is predominantly sought through an established, 
well-managed supply chain or network, rigorous measurement of performance against KPI 
targets and the relentless drive to achieving sustained safety and quality improvements.

Inevitably the client has had to relinquish some control over the design, although early 
contractor involvement and most recently partial contractor involvement post the feasibility 
stage using tendered fees with subsequent as-built sharing of savings on target cost estimates 
is being tried, partly to overcome this diffi culty – on condition that a thorough procurement 
process (see Holt above) is well established in the client organisation.
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Notwithstanding, aspects of design detail may still be incomplete when the contract is 
awarded, which may subsequently require costly time and effort (to be absorbed by the con-
tractor) in agreeing responsibilities, duties and site coordination with the chain of design-
ers, specialists, suppliers and subcontactors, to achieve the project specifi cation and quality 
expected by the client for the contracted price.

Signifi cantly, the contractual arrangement is a single point responsibility and accountabil-
ity of the contractor to the client for both the design and construction facets is secured either 
by competitive negotiation or by tendering.

The most novel forms of the integrated contracts are the PFI and PPP schemes initiated 
by central government, one of its agencies or local government. Normally the engaged con-
tractor is required to fi nance, design, construct, maintain, and where appropriate operate the 
facility over a stipulated concessionary period of ownership of perhaps 30 years or more, and 
be paid a rental or lease sum by the client for the services provided. Signifi cantly participants 
may sell their stakes in the asset at market values during the concession.

This phase of public sector experimentation has also seen the emergence of framework 
agreements, managing agents for highways maintenance and prime contracts for the MOD.

Discretionary contracts (2000s–)

Large specialised projects such as power stations, airports, oil refi neries and similar complex 
utilities have still proved diffi cult to manage satisfactorily from conception through to com-
missioning and handover. The reasons are many, including securing project approval and 
construction progress in a climate of pressing concerns around environmental and social 
responsibility issues. In essence, however, poor construction performance has continued to 
relate mainly to unique single project procurement and the lack of stability in relationships 
between stakeholders and especially made more diffi cult by the inability of clients to ade-
quately defi ne their needs at the outset.

The new element of discretion is attempting to address and improve working relationships 
between the parties by encouraging teamwork and reducing potential adversarial attitudes 
manifested in the options of partnering, alliances, joint ventures and pooled risks contracts.

The formulation of contractual conditions refl ecting the intentions of the parties concerned 
present a challenge from conventional practices, especially in expressions of goodwill and 
cooperation which if tested in court should a dispute arise could prove legally binding. 
However, third parties not involved in the partnering agreements such as suppliers and sub-
contractors continue to pose potential points for arrangements to unravel into conventional 
contractual elements if disputes occur. Indeed, unscrupulous contractors have the scope to 
hide from the client transactions detail with suppliers unless vigilance is strongly upheld.

Universal ‘value for money’ is yet to be proven with this kind of arrangement and awaits 
further trials and reported results from users of the system before fi rm conclusions can be 
truly fi nalised.

3.3.3 Associated conditions of contract

Some of the latest forms of contract were introduced to embrace the recommendations in the 
wake of the formal reports described earlier. Conjointly, (revised) conditions of contract have 
evolved to underpin these contract forms. Notable amongst these are:

Joint Contracts Tribunal (JCT 2005)
EPC (Engineer Procure Contract)
BOT (Build Operate Transfer)

●

●

●
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Government Prime Contracting Contract
JCT (i) Design and Build Contract 2005; (ii) Major Project Construction Contract 2005; 
(iii) Framework Agreement 2005; (iv) Adjudication Agreement
GC/Works/1 Design and Build Contract
ICE Design and Construct Contract
NEC3 (i) Engineering and Construction Contract; (ii) Professional Services Contract; 
(iii) Term Service Contract; (iv) Adjudicator’s Contract, see Fig (8.10); (v) Framework 
Contract.
Project Partnering Contract 2000 (PPC2000) developed by the ACA.
Public Sector Partnering Contract (PSPC) endorsed by the Federation of Property 
Societies.
BeCollaborative form developed by Collaboration for the Built Environment.
ECC Partnering Agreement.
JCT 2007 form.
JCT(2008) Pre-construction Services Agreement 
NEC option X12 
FIDIC conditions of contract for: Design, Build, Operate (DBO) projects - 1st edition

The standard form of construction contract will often identify the responsibilities of cli-
ent and contractor. In addition, some functions of other stakeholders are mentioned in these 
documents, e.g. quantity surveyor, subcontractor, PM and architect.

3.3.4 Stakeholder considerations

While the changing contractual circumstances of the industry are aimed towards effectively 
engaging the traditional players, many more stakeholders have emerged, as social responsibil-
ity and environmental groups came to the fore. Consequently, even more fresh, practicable, 
robust and measurable management processes have needed to be devised and audited to try 
and ensure that no stakeholder is overlooked and all are satisfi ed as far as possible, depending 
on the personal or specifi c interest involved, with any actual or potential impact of construc-
tion work on the perceived concerns embraced. Thus in the quest for improved communica-
tions, project clients and their project leaders fi nd it useful to categorise stakeholders according 
to one of the following headings, listing out the key stakeholder motivations and interests.

3.3.5 The stakeholders

Stakeholders may be internal members of the project team or coalition, while others are 
externally affected by the project, either as a threat or benefi t. Thus, stakeholder interests may 
run in many directions, with each stakeholder regarded as contributing something and/or 
receiving something from the project in the case of a specifi c construction contract, or from 
each other when acting as separate parties in a business situation. Hence the differing stakes 
may confl ict and need to be well managed.

In the case of a construction project, a stakeholder is an individual or organisation holding 
an interest or a share. Many stakeholders may be involved in a project. Figure 3.3 shows the 
grouping of these stakeholders who are also identifi ed and classifi ed in Table 3.3. The follow-
ing paragraphs explain the infl uences of these stakeholders on construction projects.

3.3.6 Primary players

The client whether a fi rm, public body or private individual acting as the promoter or devel-
oper is commonly the fi rst level primary player or stakeholder in any construction project in 
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having strategic and operational responsibilities, interfaces with the markets, is concerned 
with competitive position and determines the need for the facility. Authority is usually dem-
onstrated by setting the needs and requirements for the project, i.e. scope, extent, charac-
ter, design and overall budget including any land issues, has ultimate control of progress, 
quality, funding and interim payments to the project delivery team, and fi nally signs off the 
project when commissioned to full satisfaction. Particularly important for the client will be 
the development of solid relationships and confi dence building with the key second level 
player(s) responsible for fi nancing the scheme, whether government investment, sharehold-
ing stakes, bank loans, bonds, private equity funds or even the derivatives market.

At the second level, the project leader or manager has the prime responsibility for organ-
ising the project team and will be selected from construction management fi rms, general 
contractors, architects, engineers, owners themselves or specialty contractors. The task is to 
guide the many separate phases and parties involved towards producing a successfully com-
pleted building or facility. Particularly interpreting the plans and specifi cations; preparing 
cost estimates and programme schedules to meet the client’s requirements; determining and 
implementing the best development and construction practices, means and methods to meet 
time, cost and quality set by the client, including overseeing and managing all the design and 
construction work. Notably the critical or complex architectural or design interfaces, and the 
key (sub) contractor possession, handover points and interim payments need to be identifi ed 
and properly managed.

Also at level 2, design professionals such as architects, engineers and specialist consult-
ants deal with end user needs and requirements, aesthetics, form, function, utility, safety and 
maintenance issues of the proposed building, including the facility programme, construction 
plans, construction details and specifi cations.

Primary Player 

Primary Players 

Secondary players

Levels
etc.
3
2
1

Levels
etc.
3
2
1

Project Manager

Figure 3.3 Grouping of stakeholders.



Table 3.3 A mapping of stakeholders

Primary players Secondary players

First level Second level Third level First level Second level Third level

• Clients • Project leader/manager • Subcontractors •  Building 
inspectorate

• Investors–shareholders • Private organisations interests

• Promoters •  Financial institutions and 
lenders

•  Business Process 
Outsourced suppliers

• Unions • Government departments •  External R&D innovators and 
entrepreneurs

• Patrons •  Designers and 
professional consultants

•  Equipment and 
maintenance suppliers

• CSCS • HSE • Public body interests

• Customers • Contractors • ICT vendors •  Planning, 
Regulatory 
and Standards 
authorities

•  Education and training 
providers

• Visitors

•  Health and Safety 
coordinator

•  Directors, managers 
and employees

•  HSE 
inspectorate

•  Qualifi cations authorities 
and professional societies

•  General public and lobby 
groups

•  Supply chain vendors 
and associates

• Police •  Internal R&D including 
‘suggestion box’ input

• Competitors

•  Insurance 
organisations

•  Local 
government 
and agencies

•  Individuals, groups or 
organisations concerned 
with environmental, social 
responsibility and human 
rights issues

• Local communities and citizens

•  Joint venture partners 
and alliances

•  Trade associations and 
manufacturers

•  Logistics and transport 
vendors

• General users of the facility

•  Overseas agents and 
partners

•  Security vendors
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Again at this level, the general or principal contractor, who may not actually perform any 
of the actual construction work, manages all the functions relating to estimating, scheduling, 
purchasing, equipment provision, supervision any of its own fi eld staff such as site manage-
ment, fi eld engineers, foremen, lead workers and sub/speciality contractors.

Subcontractors typically work independently under a contract or agreement with the gen-
eral contractor and in turn may engage others in the supply chain. Vital services are pro-
vided but at the expense of added risk regarding scheduling, interface management, safety 
and quality. Recently the imposition of responsibility of the client for Health and Safety has 
raised the stakeholder value of the Health and Safety coordinator contracted to execute the 
legislation.

3.3.7 Secondary players

Secondary players exercise infl uence on the construction process beyond the direct control 
of the primary players. Contractual relationships with primary players are generally not 
involved but nevertheless exercise infl uence. For example, local government, public agencies 
and private individuals concerned with environmental issues, noise and pollution. While 
others such as labour unions, training organisations and professional societies may be more 
interested in worker remuneration, occupational welfare, health and safety, employment con-
ditions and qualifi cations. Indeed even employees themselves can cause considerable disrup-
tion in a shortage market, especially through taking poaching opportunities. Shareholders are 
another separate group who by having invested in the fi rm, or indeed indirectly in the project 
itself, expect rewards in terms of dividends, share appreciation, capital repayments etc. and 
may even demand board level representation, e.g. pension company investors. Potentially 
infl uential R&D innovators and entrepreneurs able to offer fresh thinking may prove inval-
uable in maintaining comparative advantage and business model improvements. Contacts 
such as business partners, customers, competitors, consultants, trade shows, conferences, 
employees, internal sales and service units, academia and employees are all likely candidates 
with ideas to exploit. Not least is the general public or third party user of the facility who 
may be concerned with an unpredictable variety of issues both during development and the 
construction phases.

3.4 Stakeholder management

Customarily stakeholders involved with a construction project have largely been regarded 
as the primary players with secondary interests handled only as they arose, most typically 
observed in the traditional form of contract. However, the greater concerns in society for 
environmental and social issues, together with the evolving types of contract, require more 
proactive attention be given to managing the issues raised by stakeholders, both perceived 
and those randomly occurring during the course of the works.

The objective of stakeholder management is therefore to manage relationships in order 
to motivate stakeholders to behave in ways that support the fi rm’s objectives, with com-
mitment demonstrated visibly at the executive level, and audited integrally within the cor-
porate governance process. Necessarily the approach to date has tried to embrace matters 
either arbitrarily in relation to the impact on profi tability alone, but lately more readily as 
part of CSR policy. Here a multi-fi duciary emphasis offers some response to shareholder 
demands at the expense of normal business results. Ultimately stakeholder values may be 
fully synthesised and incorporated into the fi rm’s business model by embracing a moral, 
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political, technological and economic non-obligatory tone. While the latter degree of com-
mitment is currently hardly evident, societal trends are heading in this direction.

3.4.1 Management process

Practical stakeholder management requires identifi cation of the following key 
considerations:

Who are the stakeholders and their interests?
What opportunities do these interests offer the project or fi rm?
What challenges or threats are thereby presented?
What level of responsibility is appropriate in meeting stakeholder requirements?
What are the necessary strategies demanded, e.g. direct dealings, aggressive attitudes or 

accommodating or a combination of different courses of action.

Clearly, therefore, the management process requires a good understanding of the current 
stakeholder circumstances, the infl uential factors and crucially obtaining of feedback infor-
mation, so that the best approach may be tailored to achieve maximum benefi t. The project’s 
sponsor should appoint a ‘champion’ best placed to address the relevant stakeholder issues 
and proactively promote the stakeholder programme. Practically, the position is likely to be 
undertaken by the project leader/manager, broadly the responsibilities being typically car-
ried out bimonthly along the following lines:

Establish the project stakeholder ‘champion’ to drive relationships forward and manage 
the process.
Identify the risks from stakeholders.
Incorporate into the process appropriate individuals responsible for each necessary stake-
holder/player level depending on the needs of the project and/or degree of stakeholder 
interest.
Involve stakeholders at the appropriate stage in the process and identify new stakehold-
ers as required.
Assess the current level of support provided to each stakeholder.
Continuously evaluate changed interests or infl uences in the stakeholder programme, and 
identify any signifi cant potential events, risks or impacts from the stakeholders.
Address the issues raised and devise remedies, contingency and continuity plans.
Encourage teamwork and problem solving with the stakeholders.
Reiterate the benefi ts and outcomes of the programme to remind stakeholders of the end 
goals, particularly during challenging times.
Identify other supportive personnel to help engage commitment.
Set up a review mechanism for feedback, ideas and knowledge exchange.
Champion carries out a regular review of the effectiveness of the programme and amends 
as necessary.
Primary players conduct similar reviews for internal monitoring and control of 
effectiveness.
Champion periodically reports results and issues to the sponsor for audit and corporate 
governance, CSR evaluation and overall impact on the sponsor’s business.
The individual players investigate impacts for internal consumption and management, as 
appropriate for their areas of responsibility.
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The whole process can be prepared as a spreadsheet document to constitute the task regis-
ter for each manager, project, department, company, etc. depending upon the organisational 
level carrying out the evaluation.

The proposed actions are installed and the anticipated outturn costs of stakeholder compli-
ance including those that arose unforeseen are evaluated and recorded. Feedback informa-
tion is subsequently redirected to help inform and adjust contingency/continuity plans and 
estimates as necessary.

Formalisation of the procedure using a suitably designed coding system should help eval-
uation and subsequent identifi cation of ‘best practice’ measures of control to better inform 
the enterprise on stakeholder management and thereby rationally guide and manage the rel-
evant issues.

3.4.2 Corporate social responsibility

Finally the fi rm’s CSR policies concerning governance, ethics and the environment also need 
to be fully embedded into the stakeholder management process and ideally directed through 
the stakeholder champion. The objective being to forestall PR disasters by using Relationship 
Marketing (RM) techniques to develop codes of practice and conduct aimed at offering 
greater transparency in commercial undertakings. By achieving common CSR rules, risks 
may be effectively spread and opinion shaped, such that CSR decisions across the company’s 
operations become so completely ingrained in the stakeholder management process that the 
notion of ‘doing well by doing good’ becomes part of the company’s competitive advantage.

3.5 Conclusions

Carefully developed positive and mutually supportive stakeholder relationships that encour-
age trust and stimulate collaboration by reducing confl ict and suspicion can help avoid time 
delays and increased costs, whose reduction would be benefi cial to the normal business of 
profi t generation. Moreover the gaining of reputation for ethical and socially responsible 
behaviour may offer the opportunity to steal a competitive edge. But to take effect, there 
must be an awareness by the enterprise, its management and workforce of the diverse and 
multiple issues likely to upset stakeholders. Tension will nevertheless arise even between 
different stakeholder interests, which need to be recognised by a responsible management 
implementing appropriate procedures and the auditing of performance and review.
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4

4.1 Introduction

For many years, the construction industry, particularly in the United Kingdom but elsewhere 
also, has considered itself to be so different to other industry sectors that the applications of 
best practice in the other sectors could not possibly be relevant. This refl ects attitude of mind 
at the time.

At the same time, the industry during the 1960s and 1970s and beyond was becoming 
more and more confrontational, as competition increased and with it, any margins relating to 
profi tability reduced. The rules of the game had unwittingly been set up by client organisa-
tions and their agents, often mindful of their responsibilities when spending public money 
but not always mindful of value for money or of the risks associated with cost reduction. 
A confrontational approach meant that not all stakeholders were being kept informed of 
what was planned, increasing the risk of changes (e.g. in design or construction, or even 
operation) at a later stage.

As the competition increased, so did successful tenderers rely on there being flaws 
in the contracts that they had won. The first stage, on award, became to scrutinise the 
contract in detail, determining where there were discrepancies between what had been 
planned and what was actually there, seeking out omissions and errors and from the 
start, developing claims that would enable the contractor to make a reasonable profit, 
and more.

This as often as not lead to overspend on projects, sometimes by substantial amounts, 
reducing the industry’s ability to undertake all of the work that it had to do, and help-
ing peripheral elements of the industry to prosper where they had not necessarily pros-
pered before, while at the same time restricting the ability of the architects and designers 
to develop the very best products which fi tted not only what the clients wanted but what 
they needed.

Whereas the quality of the fi nished product was often excellent, commercially, the project 
would be a disaster, either for the client or for the contractor, or for both. Client budgets were 
frequently exceeded, sometimes by as much as 50%.

Confrontation had taken over from common sense, and few were benefi tting. Not only 
that, but in the European and world arena, the construction industry was not seen as com-
petitive, putting it at risk, just as had been the situation for the automotive and other manu-
facturing industries before it, to more effi cient organisations from overseas.

Something had to be done to improve the situation that the industry had found itself in, 
within the United Kingdom.

Uptake, Applications and 
Best Practices in Stakeholder 
Management
Michael Thompson
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4.2 Recognising the need

Speaking at an event several years later, Latham (2007) summarised the problem in 1993 as follows:

there was client dissatisfaction
there was poor performance by all
there were adversarial relationships
there was a ‘Claims culture’
there were non-existent profi t margins
there was heavy lobbying by specialist contractors

4.2.1 Constructing the Team

‘Constructing the Team’ (Department of Environment, 1994) was born as a joint government/
industry initiative with the aims of reducing confl ict and litigation and improving productiv-
ity and competitiveness. Sir Michael Latham was its principal author.

The main recommendations for clients to come out of the Latham Report included:

procurement guidance for clients
checklist on briefi ng
quality/price mechanism to choose consultants
the setting up of a clients’ forum
the wishes of clients to be paramount

The main recommendations for Industry included:

adopting a target of 30% real cost reduction by the year 2000;
improving tendering arrangements/registration (with government);
drawing up a joint code of practice for selecting subcontractors and main contractors;
implementing previous reports on training and on the education of professionals;
improving the public image;
producing a coordinated Equal Opportunities Action Plan.

There were also recommendations for contracts including the development of standard contract 
documentation based on a set of 13 principles. The focus of the principles was a mix of cultural 
and process orientation. Hence, the concepts of partnering and collaborative working within 
the UK Construction Industry were born, and were put into action in a very short space of time.

This is possibly an apocryphal story but it illustrates the point. The newly introduced 
‘Partnering’ was being applied to a road project in the West Midlands in 1996. The Project 
Manager was being interviewed by the local radio station.

‘Tell me’, said the Interviewer, ‘What is so special about this project?’

‘It is really great!’, said the Project Manager, ‘We are all working together for the benefi t of 
the project, without confrontation between the various stakeholders involved.’

‘Oh’ said the Interviewer, ‘Isn’t that the way you always do it?’

Common sense was beginning to take over from confrontation.
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4.3 So who are the stakeholders?

During the 1960s and 1970s and perhaps later, the term ‘stakeholder’ would not have been given 
a lot of consideration if any at all. Equally the term ‘risk’ was also something that was not given 
a lot of consideration, although every budget or cost estimate would have contained something 
called a ‘contingency’, often estimated in percentage terms against the capital spend for a project.

Accepting that the term ‘stakeholder’ means ‘any party who affects, or can be affected by 
the actions of another party’, there is a clear link between ‘stakeholder’ and ‘risk’.

Figure 4.1 illustrates various stakeholders associated with a particular project. This par-
ticular diagram related to a road scheme, but it is equally applicable in principle to other 

Example 1: Wastewater Treatment Works in the South of England (1995–1998)

The Wastewater Treatment Works was probably the fi rst partnering project in the UK 
Water Industry, formed out of a partnership between four major organisations, the client, 
the project manager, the designers and the contractor. This was the fi rst integrated project 
team as suggested later by Sir John Egan, set up in July 1995, where amongst the core 
team, there were no boundaries and everyone was working more for the project than for 
their own organisations. The same could not be said of the supply chain, although in the 
upper tiers, suppliers were aware that there was something special about the project.

The challenge for the team was to work closely with stakeholders and to design, con-
struct and commission within 21 months a new Wastewater Treatment Plant, virtually from 
scratch, on a so-called ‘green fi eld site’ which was in fact the site of two large borrow pits, 
fi lled with water. It was recognised that probably the most likely way to complete the proj-
ect within budget and within time was by adopting a partnering approach. ‘Get the culture 
in place and everything else, if successful, will fall into place’.

July 1995 turned out to be a hot summer, and when tempers should have frayed in the 
heat, the team worked together well, involving such stakeholders as were relevant to the 
development of the design. Using the tried and tested value methodology within a partnering 
environment, it was possible to develop a well judged and practical design which provided the 
client with what he needed while at the same time recognising both construction and opera-
tion and maintenance requirements to achieve best value throughout the life of the works.

Because of the critical path of the construction programme, it was necessary for the 
construction to commence before the design had been fully completed. This required 
strong collaboration between the designers, the client operations team, the constructors 
and the various supply chain members, and it worked well.

The net result was an operating works with no surprises that was handed over to the 
client on time and within budget.

One unusual aspect of the management was the use of a single, common fi ling system, 
available to all stakeholders.

In retrospect, there were things that the team could have done better, but it was agreed by 
all at the time that this project, worth around £12 million (late 1990s), was a success in terms 
of the good, strong collaborative working that took place between the various partners.

One lesson learnt was to do with the change of personnel associated with the project. 
This occurred during the natural change over from essentially civil engineering personnel to 
mechanical and electrical engineering personnel, the latter not fully buying in to the culture 
of the team, developed during the early stages of the project. This occurred again shortly 
after the commissioning of the works when the original client operations staff were replaced 
by staff who had not been involved in the development of the project. They started to intro-
duce what they considered would be ‘nice to have’ rather than what was ‘needed to have’.
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types of scheme. Only the names and the relationships will change. The names are unimpor-
tant, except in as much as they represent different organisations, and could equally repre-
sent departments within larger organisations where there are interfaces which could affect or 
be affected by another party. Each of those interfaces (in this diagram, numbered to refl ect 
the identity number of a particular risk) represents a risk or potential uncertainty that should 
be addressed by the project team.

Recognising one of the main recommendations of the Latham Report is that the client’s 
wishes are paramount, the client must be the starting point for understanding the priorities 
and interests of project stakeholders. However, there is a distinction between what the client 
wants and what he actually needs. It is important that the latter is established before pro-
ceeding very far with a project, ideally in a collaborative environment involving all relevant 
stakeholders, using something like the following value methodology (BSI, 2000):

know what the problem is that has to be solved,
establish what data is available to enable decisions to be made,
what data is missing that would need to be obtained,
create ideas that might enable the problem to be solved,
judge which of those ideas might enable a relevant solution and which might not,
developing proposals that will be acceptable to stakeholders,
obtain buy in to the proposals from all stakeholders.

The project illustrated above (Example 1) used the value methodology to good effect in the 
fi rst weeks that the project team came together, reducing risks by, amongst other things:

Providing a good audit trail that showed how the project had been created, showing what 
ideas had been considered and why they had been accepted or rejected, thereby reducing 
the chances of fundamental changes to the design at a later stage (all stakeholders).
Providing an installation that would meet the client and end users’ needs – because the 
end users had been involved in the decision-making processes (end user in particular).
Deciding a construction process which would minimise the risk of overrun in terms of 
time and cost (client manager).
Involving local authority planners early so that there would be no surprises at the time of 
application, having already observed the requirement for maintaining appropriate sight 
lines in an area considered to be of beauty (local authorities at rural district and parish 
levels).
Identifying environmental risks associated with the chosen land fi lling process and estab-
lishing that they were minimal (environment agency and others).
Keeping the local public informed of activities on the project which could affect them, 
particularly to do with night working (local public).
Working closely with different suppliers to be more certain that the assembled whole 
functioned as required (suppliers and end users).

In contrast to the Pennington project and towards the end of the last century, there was the 
‘Millennium Dome’ project in London. Here was a situation of change, as one government 
departed and another came on board, one government minister replaced another. Everyone 
knew that we needed something notable to celebrate the coming of the new Millennium. 
In developing the Dome, little consideration had been given to how it might be used in the 
longer term; its use during the Millennium year being paramount. There were uncertainties. 
It could have been argued that if during the early stages of the design of the Dome, time had 
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been spent considering its longer-term use, there would have been less risk of it standing 
empty for a long period following the Millennium year. Did we spend £800 million of public 
money wisely? The jury is out on that one.

4.4 Rethinking construction

The Latham Report: Constructing the Team was a major landmark in 1994 in the address-
ing of the problems within the construction industry, as already described in this chap-
ter. Another major landmark was to appear in 1998. This was the report, ‘Rethinking 
Construction’, published by the Construction Task Force on behalf of the deputy prime min-
ister. Sir John Egan chaired the Task Force and his name became attached to this report. The 
document formulated proposals for improvement of the construction industry by studying 
the experience that had been gained at the cutting edge of construction and in other indus-
tries that had transformed themselves in recent years.

The report makes it clear that the Construction Task Force is not asking the construction 
industry to do the things that it does better. It is asking it to join with government and major 
clients to do it entirely differently. What was proposed was a radical change wherein fi ve key 
drivers of change were identifi ed:

committed leadership
a focus on the customer
integrated processes and teams
a quality driven agenda
commitment to people

Not surprisingly, several of these drivers focus on stakeholders.
It was also identifi ed that ambition targets and effective measurement of performance are 

essential to deliver improvement. A series of targets for annual improvement were proposed, 
based on the Task Force’s own experience and evidence obtained from projects both in the 
United Kingdom and overseas.

The targets were set as follows (forming the original basis of key performance indicators); 
changes being year on year:

1. Capital cost (all costs excluding land and fi nance) – reduce by 10% annually.
2. Construction time (time from client approval to practical completion) – reduce by 10%.
3. Predictability (number of projects completed on time and within budget) – increase 

by 20%.
4. Defects (reduction in number of defects on handover) – reduce by 20%.
5. Accidents (reduction in the number of reportable accidents) – reduce by 20%.
6. Productivity (increase in value added per head) – increase by 10%.
7. Turnover and profi ts (turnover and profi ts of construction fi rms) – increase by 10%.

The report recommended that integration should be focused around the four key elements of:

product development
project implementation
partnering the supply chain
production of components
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It was strongly suggested that the Best Practice Programme run by the deputy prime minis-
ter should be turned into a knowledge centre for construction which would give the whole 
industry and all of its clients’ access to information and learning from demonstration projects.

4.5 Accelerating Change

The next landmark report was ‘Accelerating Change’ in 2002, prepared by the Strategic 
Forum for Construction, again chaired by Sir John Egan. This report built on and reaf-
fi rmed the principles that had been set out in ‘Rethinking Construction’. It acknowledged 
that change was already on the way, although it also recognised that whereas some of the 
Forum’s proposals seemed controversial to some, they were common sense to others.

The vision of ‘Accelerating Change’ was for the UK Construction Industry to realise maxi-
mum value for all clients, end users and other stakeholders and to exceed their expectations 
through the consistent delivery of world-class products and services. This was to be achieved 
by setting targets so that by the end of 2004, 20% of construction projects by value should 
be undertaken by integrated teams and supply chains, and 20% of client activity by value 
should embrace the principles of the Clients’ Charter. By the end of 2007, both these fi gures 
should rise to 50%. This objective warrants stakeholders working together in a much closer 
manner.

In addition, the Forum was determined to reverse the long-term decline in the industry’s 
ability to attract and retain quality workforce by developing and implementing strategies 
which will enable the industry to recruit and retain qualifi ed people, so that this would result 
in a 50% increase in suitable applications to built environment higher and further education 
courses by 2007.

A ‘toolkit’ was to be developed by April 2003 to help clients and others to assemble inte-
grated teams, mobilise their value streams and promote effective team working skills. This 
was successfully undertaken, and is available to all on the Internet, although it is probably 
one of the best kept secrets within the industry.

4.5.1 Changing a long established culture

The advent of the work of Sir Michael Latham and Sir John Egan and others around the 
mid- to late 1990s and early 2000s produced for some the expectation that at long last the 
UK Construction Industry was changing for the better. Partnering workshops at the start of 
projects were becoming the norm, although the majority were organised by the contractors, not 
the client organisations, suggesting that the contractors had recognised the need more than the 
clients. Many had expectations that the industry was changing for the better and that it would 
be a new and different industry by 2007. It was therefore a disappointment when it became 
obvious that this was not the case, and that it would take very much longer. Change was slow 
in coming. The Egan targets announced in ‘Accelerating Change’ stated that by the end of 
2004, some 20% of all projects by value should be constructed by integrated project team and 
integrated supply chains, and 50% by the end of 2007. Whereas some progress has been made 
within the industry, these targets were not met within the timescale defi ned.

Part of the learning process depends on understanding that when things go wrong, it is 
necessary to persevere until they are put right, not revert to old-fashioned ways. The hope 
that people within the industry, whichever stakeholder they might represent, would recog-
nise the need for change, was not realised fully and it is suspected that there will be several 
years yet before the Egan targets are met.
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Some stakeholders actively resisted change in the magnitude advocated by Latham/Egan 
and reverted to the old practices, often against the wishes of their own clients. Paradoxically, 
the legal profession, initially suggesting that partnering would not work, embraced its princi-
ples and have consistently over the years encouraged others to do the same. In partnering, the 
stakeholders operate via mutual objectives and joint problem–resolution. This augers well for 
stakeholder management as potential confl icts are identifi ed upfront and resolved commu-
nally. This minimises confl icts and ensures more satisfi ed stakeholders at the end of the day.

Speaking to a Best Practice Club in the South of England during the early 2000s, the ques-
tion was put to the 40 or so people attending, mainly from the Construction Industry, 
and representing clients, contractors, designers and SMEs: ‘How many of you have expe-
rienced any form of partnering during the course of your work?’. There was a show of 
hands, representing about 75% of those present. ‘How many of you have experienced 
successful partnering?’ Only one hand showed.

Whether or not this was a representative sample of people working within the Construction 
Industry, the success rate was very low and suggested that whereas the majority had been 
working in some sort of collaborative working environment, they had apparently not 

Example 2: Bridge Strengthening (2002–2006)

The bridge in question (in the North of England) was in need of strengthening to cater 
for the increasing loads that were being imposed on it. The client decided on adopting a 
tendering process based mainly on quality and invoking an Engineering and Construction 
Contract which recognised partnering principles and which enabled Early Contractor 
Involvement (ECI). For the client, this project went well and although it took longer to 
complete than had been intended, not helped by the bankruptcy of one of the major sup-
pliers, it was completed within the budget. The contractor had been asked to take on vari-
ous risks identifi ed during Stage 1 of the ECI process, which was accepted; although the 
allowance for those risks later turned out to be insuffi cient for what they actually cost the 
contractor and their subcontractors.

The project was undertaken by an integrated project team in line with the recommenda-
tions of Sir John Egan and for the most part, this worked well. Offi ces were shared by the 
client, their agents, the contractor and suppliers alike but there was little or no evidence of 
an integrated supply chain.

By way of an example of learning, during the course of the work, there were percep-
tions by the project team that there were issues to be addressed, particularly between the 
inspectors on the job and those being inspected. During a workshop designed to tease 
out such issues, it was discovered that what had been suspected and what were actually 
the issues, were different, highlighting the need for better knowledge between the various 
tiers of the project team. As a result, a more formal communication structure was put into 
place to improve the communication between the various tiers.

This example illustrates the signifi cance of communication between stakeholders in any 
endeavour. Imagine the power of such a process to reduce risk and consequential cost, by 
communicating down in to the lower tiers of the supply chain. Figure 4.1 demonstrates the 
numerous interfaces inherent in most (construction) projects. A breakdown in communica-
tion at each of these interfaces can impact on a project negatively and their compounding 
effect can be very consequential.
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understood the reasons why they were doing it. If they had, when the partnership was 
showing signs of diffi culties, its members would have made every effort to make it a suc-
cess, increasing the overall success rate signifi cantly. Some 10 years after the culture had 
been introduced to the industry, there was still a very long way to go. Hence there is some 
scope for developing stakeholder management.

4.6 Conclusion

It is said that it takes at least 30 years for changes to fully take place and for what is new 
today to become the norm tomorrow. At the time of writing of this chapter, it is 14 years since 
Sir Michael Latham wrote ‘Constructing the Team’ and 10 years since Sir John Egan chaired 
‘Rethinking Construction’. Whereas it has not been as rapid as might have been hoped, 
progress has been made and the industry has to be congratulated for that. Whereas there 
is still evidence of major projects which have not adopted the practices recommended by 
Latham and Egan, e.g. Wembley Stadium, there are many that have, e.g. Emirates Stadium.

Most importantly since ‘Rethinking Construction’ (Egan, 1998), the Constructing 
Excellence Demonstration Programme has proven to be an excellent vehicle for the capture 
and dissemination of best practice knowledge in the built environment sector (www.
constructionexcellence.org.uk). Some 10 years later, over 600 projects had been recruited, and 
some 1300 organisations UK-wide had been involved, representing project value approach-
ing £10 billion. To continue this type of success rate, we have to convert such practices from 
the ‘new’ to the ‘norm’ so that it becomes practice that is automatic. Fundamental to this 
is the continued and more effective involvement of all relevant stakeholders through good, 
effective communication, so that risks are reduced and value is enhanced, to the benefi t of 
not only the industry, but of the United Kingdom as a whole.

Good effective communication between stakeholders leading to trust and common focus is 
the key to the future success.
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5

5.1 Introduction

Construction projects have direct and indirect impacts on different project interest groups. 
These different interest groups are referred to as stakeholders. The aim of this chapter is to 
examine the management of stakeholders in a typical Finnish project. The chapter explores 
the Finnish project environment and stakeholders’ management principle employed in 
Finnish practice along different project phases. The study could be used in understanding 
some key organisation principles and could serve as subsequent transferable learning oppor-
tunities for a wider stakeholder management.

5.2 Understanding project needs and stakes

The demand for a facility is a derived demand that is driven by the interaction of mac-
roeconomic and microeconomic variables, and local supply and demand conditions. 
There are two main principal needs in a construction project, namely the physical and 
the financial requirements. The physical requirements underline the real need for the 
project, while the financial requirements deal with construction cash flow, profitabil-
ity of the scheme, viability of the investment and income generation. In achieving the 
project needs and requirements and stakeholders’ expectations, different players and 
parties are involved in the demand and supply chain as well as in auxiliary activities 
that enhance the achievement of the project’s objectives. For instance, construction 
project can be wholly owned and financed by private individuals/entities or by pub-
lic entities. Because of the restriction/implication placed on public funding, integrated 
funding approaches have emerged.

There are a number of dimensions to the number and type of stakeholders in a project. 
According to Mitchell et al. (1997), a stakeholder should posses one or all of the following 
attributes: power to infl uence; legitimacy in relationship and the urgency of the stake-
holder’s claim. There are some basic issues that are intrinsic to construction projects 
which result in the involvement of stakeholders such as ownership, usage/user, fi nances, 
supply chain and sustainability among others.

Figure 5.1 presents two major drivers of stakes in a project: ownership and interest. 
A good example of ownership stake is shareholders who have legal right and title in their 
stake. Conversely, a community has moral right and claim to protect the interest of the 
public for fairness, justice and equity.

The Contextual Approach 
to Stakeholder Management 
in Finland
Adekunle Sabitu Oyegoke
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5.3 The project environment in Finland

According to Barrie and Paulson (1992), the building industry is characterised as a custom-
oriented, incentive dependent, and predicated on human factors, which consequently leads 
to the industry being fragmented and sometimes divisive. The Finnish building practice is 
characterised by industrial prefabrication, energy effi ciency and ability to build in sub-zero 
temperature. At industry level, there are many stakeholders who are construction decision-
makers or those who infl uence decision-making process. The share of building construction 
in the Finnish construction industry increased in 2004 to just under 5%, while civil engineer-
ing increased to 4.5% of the gross domestic product (GDP).

At fi rm level, the stakeholders’ environment focuses more on production and manage-
rial views of the fi rm. The former tends to focus on product/project delivery between the 
supply chain and the users/owner of the project, while the latter in addition focuses on the 
fi rm management of the shareholders and employees. This group comprises of those who 
have stakes in the industry in a form of legal right and title as well as moral right and claim. 
According to Statistics Finland, there are approximately 33 000 licensed contractors that 
include skilled subcontractors and very few large fi rms that also engage in international con-
struction business. In 2006, the construction industry employed about 162 000 people; 80 000–
100 000 of them work as employees in the private sector. The construction sector is strongly 
concentrated in the growth areas, especially in the southern part. Ageing is a factor that will 
reshape the nature of the industry. The current workforce is getting older and retiring from 
work; a substantial number of workers will disappear from the construction sector unless 
the number of newcomers grows. Another issue of concern for stakeholder management is 
the declining number of skilled domestic labour and the growth in the number of the foreign 
workers.

At project level, construction projects offer a challenging combination of product-develop-
ment and value-chain production management. This is the stage where different components/
disciplines are interchangeable and interlinked according to the prevailing conditions and work 
environment. There are different types of projects in Finland. More than 14 billion cubic metre 
of residential space was completed in 2006, followed by 4.36 billion cubic metre of industrial 
buildings and 3.81 cubic metre of agricultural buildings. In the dwelling sector, 33 683 houses 

Type of stakes

Ownership InterestRights

Legal right

Legal title Moral claim

Community

Moral right

Shareholders

Figure 5.1 Major drivers of stakes in a project.
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were completed in 2006, comprising of 15 991 detached houses, 11 943 blocks of fl ats and 5 426 
attached houses (Statistics Finland, 2007).

The foregoing scene setting shows many players in the demand and supply sides of the 
construction business. On the demand side is the owner or group of investors who have 
equity stakes in projects, while on the supply side are consultants, contractors, specialist 
subcontractors and suppliers, among others. At the task/trade level, the industry is typifi ed 
by its temporary and multi-organisational nature that results in the involvement of tasks/
trades organisations in the execution of the projects. It should be borne in mind that the 
project environment is affected by economic, social and political factors which may mar the 
outcome of a project. Oyegoke (2006) asserted that the volatility in the Finnish construction 
industry can be attributed to the restructuring of asset portfolios by the investor and owner-
occupiers. In recent time, the prime position of the banks has been relegated due to the active 
involvement of other players. The gaps created by the banks have been fi lled with a surge 
in investments from the pension insurance companies and construction companies acting as 
developers especially in the housing market.

5.4 The project stakeholders in Finland

According to the Project Management Institute (2004), project stakeholders are individu-
als and organisations that are either actively involved in a project or whose interest may 
be affected as a result of project execution or project completion. According to Carroll and 
Buchholtz (2006), there are three dimensions to the categorisation of stakeholders: core, stra-
tegic and environmental stakeholders. The core stakeholders are essential for the survival of 
the organisation, while the strategic stakeholders are vital to the organisation and the par-
ticular set of threats and opportunities it faces at a particular point in time. They postulate 
further that environmental stakeholders are all others in the organisation’s environment that 
are not core or strategic. Wheeler and Sillanpää’s (1997) two-fold categorisation denotes pri-
mary and secondary and social and non-social stakeholders. The primary social stakeholders 
have a direct stake in the organisation and its success and therefore are infl uential. The sec-
ondary social stakeholders are extremely infl uential and are more representational of public 
or special interest.

Blockley and Godfrey (2000) differentiate between project stakeholders and players. They 
emphasise stakeholders as the people and organisations that have interests in a project. Their 
functional role and participation depend on their demand and supply functions and their 
involvement in making buying or purchasing decisions. There are two categories of stake-
holders: internal stakeholders, those who are actively involved in project execution, and 
external stakeholders, who are those affected by the project. However, the interaction of the 
supply and demand chain within and between the fi nancial and other supporters, commu-
nity and the natural environment delineate project stakeholders as shown in Figure 5.2.

The project stakeholders in Finland are similar to other practices. It primarily consists of 
stakeholders as listed and discussed below:

construction clients
project users
supply chain members
fi nancial supporters
community/public

●

●

●

●

●
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Figure 5.2 Interaction of project environment and stakeholders.

5.4.1 Construction clients and users

A construction client is usually centrally located employing the services of contractors and 
consultants. A client also sources funds for the project and will have direct link with the 
fi nancial institutions. The project client is the most active stakeholder in the network, being 
centrally located and serving as a main connector or hub within the stakeholder’s network. 
In Finland, an interest group known as RAKLI (The Finnish Association of Building Owners 
and Construction Clients) represents the most prominent real estate owners, investors and 
service providers on issues concerning legislation, taxation and common policies. With over 
400 private and public real estate companies in its memberships in 2002, it represents over 
50% of the total extent of commercial facilities, and nearly 90% of the income-producing 
commercial real estate volume in Finland (RAKLI, 2006).

5.4.2 Users

The project client or another party may sometimes be the user of the project. This is a person 
or an entity that will put the facility into use. End user’s requirements are vital factors in 
an owner investment strategy, because they provide revenue streams to pay for the project, 
user’s satisfaction is one of the determinants of project success and the users are the ones 
who put the project into effective use. Finnish users can be broadly categorised into four 
types based on the type of the property: residential, industrial, agricultural and govern-
ment (public) property. According to the construction statistics, in 2006, the amount of space 
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completed in all building category amounted to 37.92 billion cubic metres. Residential prop-
erty users in the same year amounted to more than 38%, followed by industrial users with 
11%, agricultural users with 10% and others with over 40%.

5.4.3 Supply chain members

Supply chain members denote member of delivery network often comprise different organi-
sations, linked upstream and downstream to deliver the project based on agreed quality 
standards. The consultants act as a connector between the client and the contractor. The con-
tractor acts as a leader in constructing unit. On the consulting side are a number of consult-
ants in architectural, engineering and cost management disciplines. The type of project often 
dictates the level of their involvement. On the contracting side are a number of fi rms with 
varying contracting capacities: contractors, subcontractors and suppliers.

5.4.4 Financial supporters

In Finnish practice, there are a number of big players in the fi nancial sector in addition to 
the services provided by the banking operators. Funds may be raised through joint venture 
partners (private equity capital) who provide the developer with equity funding during the 
development period. Another player is the long-term equity investors (private equity with 
long-term commitment) who may or may not be involved during the construction period. 
A fi nancial arrangement that encourages equity holding by the players in the form of direct 
equity responsibility or as a guarantee-trust for a third party has been tested in Finland. Risk 
allocation to the players in the form of equity stake holdings increases their commitment 
and technical input, contributes to overall project quality and leads ultimately to a reduc-
tion in project costs. There are series of fi nancial players in Finnish construction environ-
ment. Sometimes these fi nancial players play the role of a sponsor and/or project owner. At 
the forefront of these companies are monetary institutions, fi nancial institutions, and security 
and insurance institutions.

5.4.5 Community/public

The public has vested interest in a project either privately or publicly owned. There are a 
number of interest groups working to protect the interest of the public, e.g. a local community 
group, social activists and Greenpeace. Their work is focused on achieving sustainability in 
social, economical and environmental terms. These groups have been successful in infl uenc-
ing government policies and business environmental policy. The Finnish stakeholder external 
environment is relatively stable due to the fact that the general public is highly enlightened, 
the level of awareness in Finland is very high, a balanced objective between achieving the 
project goals and societal criteria, maximum community involvement prompting a high pub-
lic confi dence and a high level of acceptance or rejection rate of a project among the public.

5.4.6 Approach to stakeholder management

The stakeholder management process can be carried out in many ways: (i) by evaluating the 
needs and expectations of stakeholders in relation to the project’s main objectives and (ii) by 
designing a broader project management process that enables active interaction between the 
stakeholders from project inception to completion. A number of tools can be used to man-
age stakeholder’s requirements in a project. This often depends on the type of the client and 
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the source of funding. For instance, a project can be fi nanced through development aid by 
donor community, which comprises international agencies (e.g. World Bank), donor govern-
ment (Ministry for Foreign Affairs of Finland), etc. The donor project often entails project cycle 
management, procurement strategies, value and technology assessments and analyses, envi-
ronmental evaluations, stakeholder analysis, pre-construction, construction, and facility man-
agement planning. A good example of a donor project sponsored by Finland is a health sector 
programme that was aimed at improving the implementation of the provincial health strate-
gic plan in Manica Province – Mozambique from 2003 to 2007. Cleland (1986) postulated that 
stakeholder management is vital in order to determine the stakeholder’s reactions to project 
decisions, the infl uence of their reaction and possibility of interaction with each other. The 
involvement of stakeholders in project implementation enable to satisfy the notion of value for 
money, management of risks and responsibilities, project cycle management, environmental 
assessments and sustainability, openness, fairness and effective competition, among others.

5.5 Stakeholder management in Finland

There is no exclusively single method of managing stakeholders in Finland. The proc-
ess entails identifi cation, understanding, analysing, educating and managing stakeholders 
through six key management principles.

5.5.1 Management model

1. Early identifi cation of the stakeholders
2. Identify potential confl ict areas
3. Educate stakeholders on potential risks and harms and how they are mitigated and poten-

tial gains
4. Engage with the stakeholders – communication line
5. Involve other entities, especially government and show that due process is followed
6. Managing the process

All of these six principles are applied in every phase of a project. All the stakeholders are 
identifi ed at the onset and further assessment exercises are carried out throughout the project. 
This is to identify the stakeholders or interest group which might develop in the course of car-
rying out the project. At the same time, potential confl ict areas are identifi ed and special reme-
dial actions are planned and undertaken. The identifi cation phase is a participatory planning 
process where people, organisations, institutions, communities who could infl uence and con-
tribute to the planning and management processes are identifi ed. This is carried out by a basic 
understanding of the social and institutional context associated with the project and its envi-
ronment. The stakeholders are enlightened through information outlets on the potential gains, 
risks and harms associated with the project. An effective line of communication is required in 
order to engage with the stakeholders. The engagement (e.g. through series of meetings) will 
allow the stakeholders to be conversant with the progress made in the project, be acquainted 
with the steps taken to mitigate against risks and harms, and raise their awareness on the 
strict adherence to rules, regulations and code of practice connected with the project.

5.5.2 Application of Finnish stakeholder’s management model in practice

In this section, the project phases are oversimplifi ed into fi ve phases: identifi cation, program-
ming, appraisal, implementation and facility management.
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Identifi cation phase

Early identifi cation of the stakeholders is often commenced as the project is been conceived 
in the project identifi cation phase. The identifi cation phase is one where the project needs are 
prioritised in relation to benefi ts and costs. It involves pre-feasibility studies and may also be 
used to identify, investigate, and select or prioritise ideas. The selected idea or project is fur-
ther tested on whether or not to develop it further taking into consideration costs, benefi ts, 
environmental and other stakeholder’s parameters. In addition, social and ethical concerns 
are brought forth for consideration. The challenge to the management team is to identify 
the nature and legitimacy of a group’s stakes. The management approach is to formulate 
relatively quick responses for planned and unplanned fallouts from the project, e.g. protest. 
The fi rst thing is to identify and gain adequate knowledge about those that will be affected 
internally and externally with the outcome of the project. The opportunities and challenges 
each of the identifi ed stakeholder posses are analysed. The management team prioritises 
and determines salient stakeholders as well as the degree of attention that will be given to 
them. The knowledge gained is used to predict and manage the stakeholders’ behaviours 
and actions.

A good example from a statutory point of view in Finland is the earlier interaction between 
a new developer and her neighbours. The law stipulates that the consent of the neighbours 
should be sought before a development is carried out. The consent should not unreasonably 
be denied.

Another example is a nuclear plant project which was the fi rst in Europe in the last 
10 years (Power Technology, 2007). Due to negative public perceptions to nuclear technol-
ogy, the government energy policy of 1997 stressed availability, security, diversity, price and 
the need to meet international environmental commitments. This was the beginning of edu-
cating the public about the need and security of energy supply and arousing public inter-
est and debate on health and safety issues. There are few selling points to the public at the 
identifi cation phase: economic criteria of lowest cost kWh, energy security, economic stabil-
ity as a result of lowest sensitivity to increment in fuel prices, and environmental grounds 
as a result of substantial reduction in greenhouse gases.

Other selling points are the provision of radioactive waste disposal, approval of new gen-
eration of Pressurised Water Reactor (EPR – Evolutionary Power Reactor) and good safety 
records in the existing plants. Even with all these positive attributes, there was a strong divi-
sion in public opinions and intense debate in the parliament. In the parliament for instance, 
107 parliamentarians voted in support while 92 voted against. The story was different 
in 1993 when a similar proposal was rejected by the parliament due to the global political 
climate surrounding nuclear plants.

Programming phase

The programming phase entails overall guidelines and principles to be followed in execut-
ing the project. The management of the internal stakeholders (supply chain members) is 
agreed upon through the form of procurement method. The procurement method spells 
out the boundary between participating fi rms and allocation of risks and responsibilities. 
Procurement management is a tool that is designed to manage project activities and its stake-
holders. It also defi nes project organisation setups and inter-fi rm coordination, collaboration 
and interactions in order to achieve sustainable project objectives. The investors in Finland 
have positive experiences regarding price and quality with construction management (CM) 
models in a range of projects by size and complexity. The management approach has been 
extended to outsourcing maintenance, especially in the building sector, and similar models 
have also been introduced to the infrastructure sector (railway-maintenance management). 
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This method relies on inter-organisational management principles in socially integrating 
the supply chain members. In addition, a public owner (investor) is able to attract long-term 
fi nancing with a substantial savings gained through the competitive subcontracting of all 
project and maintenance work packages. Potential confl ict areas among the project internal 
and external stakeholders (e.g. a fear of toxic pollution) are identifi ed and adequate enlight-
enment is carried out through educating the stakeholders.

Appraisal phase

The appraisal phase involves the assessment of key project factors regarding fi nance, imple-
mentation, quality, from the stakeholder’s point of view, especially from those that are direct 
or indirect benefi ciaries. This is a ‘make or break’ point where the viability of the project is 
determined. The shareholders will like to know if the project is feasible and whether ade-
quate return on their investment could be made. The project team will like to know if the 
execution/implementation process is realistic and if the project can be delivered within the 
estimated cost, time and schedule. Intensive enlightenment campaign (e.g. via the Internet) 
and the external stakeholder analysis are carried out. The stakeholder analysis entails iden-
tifi cation of their characteristics, interest and expectations, sensitivity, potentials and defi -
ciencies and wider implication to the success of the project. The reaction of the external 
stakeholders is now measured and the decision to ‘continue or abandon’ the project is fi nally 
made. Openness and adequate communication is very important.

Before an investment decision was made, environmental impact assessments (EIA) were 
carried out for new nuclear power units in Finland before seeking government approval. 
The worries in nuclear plant projects are the fuel and enrichment supplies, security of the 
plant and disposal of waste. The power companies carry out waste management responsibil-
ity until its fi nal disposal. Designs were sought by the company which were submitted to 
the national regulatory authority for review. Afterward tenders were submitted by the three 
selected vendors for four designs. One design was then chosen upon which a construction 
licence was sought.

Implementation phase

Implementation involves the bringing together of different groups of professionals in the 
project supply chain. This is the phase where the actual construction work is carried out and 
the designing organisations, management fi rms, contracting fi rms, fi nancial institutions and 
other players interact. The work of McElroy and Mills (2000) shows the infl uence of stake-
holders’ values on project management and the ways how the stakeholders could be man-
aged respectively. Walker et al. (2001) examine the client’s role on power and infl uence over 
design and procurement. They found out that at the high end of the scale, the client or client 
representative has the major input and infl uence on determining the working relationship, 
i.e. defi ning the procurement route. The contractor takes the majority of cost risk and cannot 
make design decisions nor has substantial power to effect or affect design decisions in the 
traditional and cost reimbursable procurement approaches. Conversely, the contractor holds 
most infl uence over design detail and even the design strategy in BOOT-type (Build Own 
Operate Transfer) projects and design and construction (Walker et al., 2001).

The model that is gaining prominence now in Finland is Specialist Task Organisation 
(STO) approach that allows for upper and lower management levels through integrated 
management systems. The approach enables for integrated product development and frag-
mented project implementation by varying numbers of specialist contractors. The external 
stakeholders are monitored, effective communication line is open and adequate information 
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about the project is available through web-based Internet modalities. During the implemen-
tation stage, more interest groups either collectively or individually will arise due to the 
activities on site (presence of workforce and physical structure). The identifi cation process 
of newer stakeholders and potential confl ict areas should be carried out. Adequate manage-
ment through educative and communication strategies is needed in order to show that due 
process is followed.

5.5.3 Facility management

There is a need for facilities management arising out of the executed project. At this stage, the 
shape of the stakeholder will depend on the form of agreement in implementation stage. On 
one hand, the contacting agreement may terminate at the end of the project, resulting in a 
new facility management contract with another fi rm. On the other hand, contracting agree-
ment will extend beyond implementation stage and cover facility management stage. Also, 
at this stage, there is a very active involvement of the fi nal users, project owner and the 
community.

This phase is also crucial and should be incorporated in overall stakeholder management 
at the onset of the project. A good example is how nuclear waste will be managed or how the 
facility will be run and maintained. For instance, the decommissioning of the nuclear reactor 
is the responsibility of the power companies. The regulation, supervision for waste disposal 
and overall safety are the responsibilities of the Ministry of Trade and Industry assisted by 
many advisory committees. Following due process in facility management is very important. 
Transportation of nuclear wastes is a vital issue to anti-nuclear campaigners. The Finnish 
Amendment Act of 1994 states that nuclear wastes should be handled wholly in the country 
and a deep geological disposal should be provided. In the interim, a facility is designed to 
hold used fuel or wastes for 50 years. In order to avert any fear about nuclear waste disposal, 
the locals have an absolute right of veto on the siting of the facility.

5.6 Conclusions

Stakeholder management is becoming increasingly important in achieving social, environ-
mental and economic objectives in a project. Project stakes could be through legal right or 
legal title, or through moral right or moral claim. In Finland, six management processes have 
been identifi ed which are applied in every phase of a project. This list is not exclusive, the 
uniqueness, complexity and the project environment will determine the nature of stake-
holder planning and management process that is required. Assessing the stakeholder rights 
and responsibilities is important in stakeholder management process where rights and legiti-
macy of the stakeholders are determined.
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6

6.1  Introduction: the essence of stakeholder management 
in construction

To manage stakeholders in construction successfully, the answers to two fundamental 
questions should be clarifi ed from the outset: Who are the stakeholders and what is stake-
holder management? Although numerous studies have been devoted to examining the 
stake holder concept, no single defi nition of a stakeholder has been universally accepted. 
A stakeholder can be an individual, a group or an organization. Most studies indicate that 
there are two categories of defi nitions of the concept of stakeholder: narrow defi nitions and 
broad defi nitions (see Table 6.1).

There are many narrow defi nitions of the term stakeholder in the literature (Clarkson, 1994, 
1995; Madsen and Ulhoi, 2001; Cleland and Ireland, 2002; Bourne and Walker, 2005; Olander, 
2007). Stakeholders need to have some kinds of stake, right or ownership in the organization 
(Post and Je, 2002); bear some risks in the investment of capital, human resources or some-
thing of value in a fi rm (Clarkson, 1994) or have a stake in the project outcomes (Olander, 
2007). Such a view is useful for identifying those parties that have direct economic relation-
ships with the organization. However, it excludes those parties that do not have owner-
ship or a stake in the organization but are able to exert infl uence on the implementation of a 
project using non-economic methods. For instance, local residents may support or oppose the 
construction by the government of an incinerator adjacent to a residential estate or residential 
building, although they may not have any direct stake in the project. Therefore, the defi nition 
of stakeholder should not simply be based on economic factors.

The term stakeholder can also be defi ned broadly to include those who only have an inter-
est in a particular issue (Savage et al., 1991; PMI, 1996, 2004; Scheffran, 2006); those who actu-
ally affect or are affected by the achievement of organizational objectives (Freeman, 1984); 
those who have a vested interest in the success of a project and the environment within 
which the project operates (Olander, 2007) or those who have a contractual, fi nancial or ethi-
cal interest in the decisions and actions of the organization (Rotarius and Liberman, 2000). 
However, such defi nitions are open to the criticism that there is little value in the stakeholder 
concept if everyone is a stakeholder (Mitchell et al., 1997; Sternberg, 1997; Phillips, 2003).

Construction projects normally involve such diverse stakeholders as clients, end-users, cus-
tomers, consultants, contractors, fi nancial institutes, green groups, governmental agencies and 
local communities. In order to gain an overall view of construction stakeholders, it is helpful to 
classify them into different categories. Construction stakeholders can be categorized into two 
groups according to their legal or contractual relationship with a project: internal (or primary) 
stakeholders and external (or secondary) stakeholders (Madsen and Ulhoi, 2001; Cleland and 
Ireland, 2002; Winch, 2002; Olander, 2003). Internal stakeholders refer to those who are mem-
bers of the project coalition, provide fi nance or have a legal or contractual relationship with 
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Table 6.1 Defi nitions of the concept of stakeholder

Category Defi nition Author

Broader view

In a broad sense, stakeholders can be considered as those 
individuals or groups that have an interest or concern in a 
particular issue.

Scheffran, 2006

Project stakeholders are individuals and organizations that 
are actively involved in a project or whose interests may be 
affected as a result of project execution or project completion.

PMI, 2004

Those individuals, groups or organizations having a 
contractual, fi nancial or ethical interest in the decisions and 
actions of the organization.

Rotarius and Liberman, 
2000

Stakeholders include those individuals, groups and other 
organizations who have an interest in the actions of an 
organization and who have the ability to infl uence it.

Savage et al., 1991

An individual, individuals, team or teams affected by a 
project.

Juliano, 1995

Any group or individual who can affect or is affected by the 
achievement of an organization’s objectives.

Freeman, 1984

Individuals and organizations who are actively involved in a 
project, or whose interests may be positively or negatively 
affected as a result of project execution or successful project 
completion.

PMI, 1996

Stakeholders supply a project with critical resources, bear 
additional risk or have the power to affect the outcome of a 
project.

Post and Preston, 2002

Narrower view

Stakeholders are individuals or groups with a legal, 
economic, moral and/or self-perceived opportunity to 
claim ownership, rights or interest in a fi rm and its past, 
present or future activities – or in parts thereof.

Madsen and Ulhoi, 2001

Stakeholders are individuals or groups who have an interest 
or some aspect of rights or ownership in a project, can 
contribute in the form of knowledge or support or can impact 
or be impacted by a project.

Bourne and Walker, 2005

Stakeholders are persons or groups that have, or claim, 
ownership rights or interests in a project and its activities: 
past, present or future.

Clarkson, 1995; Cleland 
and Ireland, 2002; 
Preble, 2005

Those bearing some form of risk as a result of having 
invested some form of capital, human or fi nancial, or 
something of value, in a fi rm. These stakeholders are those 
without whose participation the corporation cannot survive.

Clarkson, 1994

Project stakeholders are individuals or a group of people who 
have a vested interest in the success of a project and the 
environment within which the project operates.

McElroy and Mills, 2000; 
Olander, 2007

The fundamental idea of the stakeholder is that he or she or 
it has a stake in an organization. Stakeholders are those 
that contribute voluntarily or involuntarily to the organization’s 
wealth-creating capacity and activities. They are, therefore, its 
potential benefi ciaries and/or risk bearers.

Post and Je, 2002
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the project. External stakeholders are those who infl uence or are infl uenced by the project, but 
are not normally engaged in transactions with the project and may not be essential to the sur-
vival of the project. Parties such as owners, consultants, suppliers, customers, users, contractors 
and fi nancial institutes are usually internal stakeholders, while the public community, local res-
idents, local or national authorities, interest group may vary according to the project. Whether 
a stakeholder is classifi ed in the internal or external group depends on his or her or its specifi c 
situation in each project. For example, a government department (e.g. a highways department) 
may be an external stakeholder in a project for the development of an estate and, simultane-
ously, be a client of other projects for the construction of bridges, roads or highways.

Each participant has his or her own background, and will contribute towards the success 
of the construction project. Since participants’ inputs are often interdependent, confl icts may 
arise in some circumstances. For instance, a developer (as an internal stakeholder) expects 
to fully utilize a site area and cut down all the trees on it, while a green group (an external 
stakeholder) will emphasize the need to protect the natural environment. Stakeholder man-
agement requires stakeholders to simulate as many risks and confl icts as possible, identifying 
project goal specifi city and ensuring goal commitment among stakeholders in the implemen-
tation process (Leung and Liu, 2003). It is essential to effective stakeholder management to 
ensure that stakeholders work in a team throughout. However, one cannot expect stakehold-
ers to attain the necessary synergy automatically, given that each stakeholder has his or her 
or its own interests in a particular project. Therefore, the identifi cation of key stakeholders 
and their objectives are important to achieve project success.

6.2 Stakeholders in construction: their objectives

Although different kinds of stakeholders are involved in each particular project, stakehold-
ers in construction can also be classifi ed into fi ve main groups: clients, consultants, contrac-
tors, external public parties and external private parties. Clients, consultants and contractors 
can be grouped together as internal stakeholders, while the remaining parties are considered 
external stakeholders. Table 6.2 lists some key stakeholders in construction projects under 
these fi ve main headings.

The Client is the initiator of all construction projects. His or her or its requirements are 
often crucial to the project success, as the client fi nances the project, determines the objec-
tives and scope of the project, specifi es the functions that the project outcome should satisfy 

Category Defi nition Author

Stakeholders have a stake in the outcomes of a project. 
It could be an interest, a right or ownership. An interest is a 
circumstance in which ‘a person or group will be affected by 
a decision; it has an interest in that decision’. A right is either 
a ‘legal right when a person or group has a legal claim to be 
treated in a certain way or to have a particular right protected’ 
or a ‘moral right’. Ownership is a circumstance ‘when a person 
or group has a legal title to an asset or a property’.

Olander, 2007

Stakeholder theory should be concerned with who has input 
in decision-making as well as who benefi ts from the 
outcomes of such a decision.

Phillips, 2003
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Table 6.2 Example of construction project stakeholders

Categories Individuals/groups Objectives and roles

Internal stakeholders

I1 – Clients Private clients Ensure the project will support the 
organization’s strategy

Ensure the organization’s resources will be 
used economically and effectively

Learn skills, earn wages, work on the 
frontline

Link between the client and consultants, 
ensure the project is completed 
successfully in terms of quality, time and 
cost

Provide fi nancial support; maximize return 
with minimized risk

Purchase the construction product

Public clients Serve public interest based on the 
organization’s strategic objectives

Consume what is delivered in order to 
satisfy functional and basic needs

Allocates funds to the project

Ensures that public funds will be used 
properly

Link between the client and the 
consultants, ensure the project completed 
successfully in terms of quality, time and 
cost

I2 –  Project professionals 
(in-house/
out-of-house)

Architect Develops the design of the project; 
produces drawings and specifi cation; 
ensures that a project is implemented 
within cost and time, and according to 
quality control

Quantity surveyor Advises client on fi nancial and budgetary 
matters; assists in preparing tender 
documents; examines and reports upon 
tenders; monitors costs during construction 
and seeks to understand valuation and 
measurement; assesses the legitimacy of 
claims from contractors and prepares fi nal 
accounts

Structural engineer Designs all structural calculations and 
elements; designs building structure; 
ensures statutory compliance



Table 6.2 Example of construction project stakeholders (Continued)

Categories Individuals/groups Objectives and roles

Building service engineer Designs electrical and mechanical building 
service systems, such as HAVC, fi re, 
water, electronics, lift, etc.

Other consultants Assistance in developing the brief; advice 
on special studies and surveys for design 
development; collaboration with the 
design team to develop design and cost 
control; advice on developing drawings, 
specifi cations and other tender documents; 
prepare design drawings; monitor work on 
site with regard to quality, cost and time; 
attending commissioning and acceptance 
testing and completion of relevant work; 
assist in valuations and the settlement of 
accounts

I3 –  Contractors/suppliers Main contractor Carries out and completes the work 
designed by consultants to meet time, cost 
and quality objectives; supervises and 
manages operations on site; sometimes 
assists in design; coordinates and 
supervises all sub-contract work, materials 
and suppliers

Sub-contractors Carry out work assigned by main 
contractors

Labourers Finish tasks assigned, earn living, learn 
skills

Suppliers Supply, install and commission the 
hardware that constitutes the fi nished 
building (e.g. materials suppliers, 
equipment suppliers and manufacturers)

External stakeholders

E1 –  External public parties Government authorities Ensure that the project abides by laws 
and regulations; may be indifferent to any 
project so long as it complies with codes 
(e.g. planning department, electrical and 
mechanical services department, transport 
department, highways department, etc.)

Consultation bodies such 
as district board

Ensure the local communities’ 
requirements will be refl ected in the project

Town planning board Ensures the project will be in line with 
district planning

Labour union/employers’ 
association

Infl uences the conduct of its members 
(privilege protection function)

(Continued)
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Table 6.2 Example of construction project stakeholders (Continued)

Categories Individuals/groups Objectives and roles

General public Participate in and contribute to the 
government process of a society as a 
whole

Media Infl uence project decisions (infl uence 
company reputations)

Institutional forces/
nationalized industries

Infl uence professional institutions upon 
the activities of their members through 
rules of conduct, education, conditions of 
engagement and fee scales

E2 –  External private parties Local residents/community May fear a fall in amenity, therefore against 
the project

Local landowners Own land; ensure that their interests will 
not be hurt by the project

Archaeologists Concerned about the loss of important 
historical artefacts

Environmentalists/
conservationists

Wish to protect the environment from 
destruction or pollution

Competitors Seek to gain competitive advantage

Tourists Enjoy the scene

Others Their connection to the project is not imme-
diately clear, but their operation and sup-
port may be vital to the project success

and largely determines the implementation methods of the project. However, in practice, a 
client’s basic requirements are not often suffi ciently clarifi ed or understood. Sometimes, 
a client’s needs may even vary according to the dynamics of organizational structures and 
strategies, as well as to the changing organizational environment. Hence, most project fail-
ures are attributable to the vague and uncertain requirements of clients.

Clients can be divided into two types, according to the ownership of a construction project: 
private clients (either a corporation or an individual) and public clients (government depart-
ments). Private clients normally focus on the fi nancial aspect and the economic returns of a 
project, while public clients need to consider the interests of the public. The objectives of an 
individual private client are relatively simple, as an individual client only needs to consider his 
or her preferences, required functions and needs.

A corporate private client may consist of several interested groups. It is useful to break them 
down into different sub-groups and analyze their objectives and requirements separately. 
Senior managers are primarily concerned with aligning the project mission (e.g. the project 
nature, the type of project, the rate of return, etc.) with the corporate strategy. Therefore, they 
have to understand the actual market direction and the corporate resources in order to make 
the correct primary decisions for the corporation.

The public clients include publicly owned organizations that have the authority to raise 
public fi nance from the initial stage to the commission stage of a construction project (Walker, 
1989). They consist of different sub-groups such as the environment bureau (e.g. environ-
mental protection department), the transport and housing bureau (e.g. highways department 
and housing department), the development bureau (e.g. architectural services department, 
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building department, electrical and mechanical service department and civil engineering 
and development department), the education bureau (e.g. secretariat of the university grants 
committee, student fi nancial assistance agency) and so on. As the funding is raised from the 
government, this type of client is generally more concerned about public interest than indi-
vidual preferences.

In both corporate private client and public client organizations, it is common to employ 
multi-disciplinary in-house professionals for various construction projects. In practice, the 
objectives of the professionals are normally adjusted according to the wishes of the client, 
although they also need to contribute their expertise to the project. For instance, community 
value and image (public interest) are emphasized by the architect in the case of a public cli-
ent, while full utilization of the plot-ratio (the economic factor) is important for the architect 
of a corporate private client.

On the other hand, end-users normally focus on the functions of the project product. The 
end-users in a building product could include operators, visitors, residents and customers, 
while the building product could involve safety, a green environment, hygiene, a sea or pan-
oramic view and facilities. The level of importance for each criterion may be different in the 
actual environment, since each of the parties has their particular objectives for the project. 
Therefore, construction stakeholders should take into consideration the needs of every user, 
and incorporate their opinions in the design stage.

Construction projects typically involve the use of various consultants. Appropriate and 
capable project consultants are indeed fundamental to the success of a project. A project man-
ager is the key person in the project team, and his or her capability and working style largely 
determines the way the other consultants operate, and to a great extent determines the fate 
of a project. At the pre-design phase, the project manager is mainly responsible for the indi-
cation of the major direction of the project and the preparation of the feasibility study, while 
he or she has to discuss the overall scheme and detailed designs with clients and different 
consultants. The project manager needs to plan, direct, organize and supervise the overall 
construction process as well as develop staff at the construction phases, while specifi c con-
sultants, such as architects, geotechnical engineers, structural engineers, building serv-
ice engineers and surveyors, mainly contribute their professional knowledge to the project 
throughout the design, tendering and construction stages (RIBA, 1991).

Apart from the clients and project consultants, the contractors, sub-contractors and sup-
pliers are the other key internal stakeholders during the construction phase. Both the main 
contractor and the sub-contractors have to make sure that the work is completed within the 
time and cost, and according to the quality specifi ed in the contract documents, while the 
suppliers (e.g. materials suppliers, equipment suppliers and manufacturers) need to provide 
reliable material and equipment for carrying out the work on site.

Conventional project management focuses mainly on the management of internal stake-
holders. However, it is also crucial for the success of a project to establish a good relationship 
with the external stakeholders, as a building product often infl uences a whole environment 
and is affected by the expectations of society and the requirements of government authorities. 
The external stakeholders can be divided into two categories: external public parties and exter-
nal private parties. Each party has its own interest in the project and exerts a different kind of 
infl uence on it. They constitute a critical environment in which a construction project operates.

External public parties are public organizations involved in construction projects, includ-
ing government authorities, labour unions, trade associations and nationalized industries. 
The infl uences of these parties on a project are diverse. Some of the public agencies of govern-
ment authorities, such as planning departments and building departments, have a legitimate 
authority within the project as construction projects have to be designed and built according 
to the building regulations and have to be approved by government authorities. Associations 
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such as labour unions and trade associations are not directly involved in a project, but they 
often protect the interests of their members through their guidelines or through regular 
meetings with employers or developers. Therefore, it would be risky to ignore their existence 
when managing a construction project.

As the implementation of a construction project (e.g. the development of a new road) 
always involves permanent changes in the environment, local people will have their own 
opinions on the project. Landowners, for example, will be interested in any resulting increase 
in the land price, residents may be concerned about a possible increase in noise pollution 
and local communities will be interested in any possible enhancement of tourism develop-
ment. Key external private parties may not have a legitimate authority to infl uence a project, 
but they will still play an important role among the stakeholders in construction projects. 
In order to ensure sustainable development in society, the consultation of external private 
parties should not be ignored.

Construction projects include multi-stakeholders from the development stage through the 
construction process to the operation stage. As each party has different objectives and there 
may be some confl icts between the objectives and the actual situation, it is necessary to iden-
tify the risks involved in construction projects and the stakeholders associated with them.

6.3 Stakeholders in construction: the associated risks

According to the RIBA, a construction development project viewed as a whole consists of 
twelve phases within fi ve main stages: (1) the pre-design stage: the inception, the feasibility 
and the outline proposals; (2) the scheme design stage; (3) the detailed design stage; (4) the 
tendering stage: production information, bills of quantity and tender action; (5) the construc-
tion stage: project planning and operations on site and (5) the completion and feedback stage. 
The stakeholders often bear different risks at various stages (see Table 6.3). The identifi cation 
of risks is essential if the stakeholders are to manage the project.

A project is initiated to satisfy a client’s specifi c purposes. However, clients’ requirements 
are not always fully clarifi ed in the project briefi ng stage. Sometimes, confl icts between those 
with differing professional knowledge may be involved, or confl icts regarding governmen-
tal regulations or the concerns of various interest groups may arise. Clients need to accept 
a dynamic environment and adjust their expectations throughout the project according to the 
actual situation. Any uncertain information or any change in a client’s requirements can directly 
induce a revision of the project scope, an adjustment of the project budget and schedule or 
other signifi cant changes. This then affects the implementation of the construction project in 
the subsequent stages; for example, there will be design changes in the sketch and detailed 
design stages, the selection of contractors or sub-contractors in the tendering stage may become 
irrelevant and the variation orders may have to be issued in the construction stage.

Thus, the client has to seek support from project consultants from the initial stage of a 
construction project. The capabilities of project consultants are thus critical to project suc-
cess. However, the incompetence of consultants (e.g. project managers, architects, engineers, 
surveyors and so on.) and ineffective teamwork may also cause inaccurate investigation, incorrect 
assumptions, inappropriate designs, design discrepancy and inaccurate cost estimations, and sub-
sequently delay the overall management and governmental approval processes. Incomplete Tender 
Documents may result in the contract being awarded to inappropriate or unqualifi ed tenderers at 
the tendering stage.

Construction work is implemented by contractors, sub-contractors and suppliers based 
on the Main Contract Documents and the Sub-contract Documents. Their capabilities and 
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Table 6.3 Major construction project risks and associated key stakeholders

Phases Risk events

Internal stakeholders External 
stakeholders

Clients Consultants Contractors Public Private

Pre-design stage Confl icts of 
requirements of 
interest groups

✓ ✓ ✓ ✓

Vague client’s 
requirements

✓

Errors in cost 
estimation

✓

Market environment 
changes

✓ ✓

Incorrect assumptions ✓ ✓ ✓

Sketch design 
stage

Delay of management 
approval

✓ ✓

Inaccurate cost data ✓

Change of client 
requirements

✓ ✓ ✓ ✓

Change of market 
environment

✓ ✓

Detailed design 
stage

Confl icts between 
different drawings

✓

Delay of approval 
from government 
department

✓ ✓

Tendering stage Unqualifi ed 
tenderers

✓

Incompleteness of 
tender documents

✓

Construction stage Site congestion ✓ ✓

Delay on site 
possession

✓ ✓

Variation order ✓

Weather and acts of 
God

✓

Testing and sampling ✓ ✓ ✓

Errors/omissions/
discrepancies in bills 
of quantities

✓ ✓

Defective design ✓ ✓ ✓

Financial failure ✓ ✓

Delay of management 
approval

✓ ✓ ✓

(Continued)
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experiences play particularly important roles in the construction stage. The work may bring 
damage or injury to persons or property during the construction period, if contractors or sub-
contractors make mistakes or carry out an unsafe procedure. Any error or discrepancy in bills 
of quantities or lack of contract clarity may lead to disputes between clients and contractors, as 
contractors or sub-contractors cannot handle the deliverables within the specifi c time and lim-
ited budget for the required quality. In the end, such an error or discrepancy may lead to defec-
tive work during the construction process. Moreover, shortages of resources (labour, materials or 
fi nancial support) and late payment can also affect the cash fl ow of construction companies and 

Table 6.3 Major construction project risks and associated key stakeholders (Continued)

Phases Risk events

Internal stakeholders External 
stakeholders

Clients Consultants Contractors Public Private

Default by main 
contractors

✓ ✓

Default by 
sub-contractors

✓

Default by suppliers ✓

Inaccurate 
physical conditions 
investigation

✓ ✓ ✓

Disputes ✓ ✓

Damage and injury to 
person and property

✓ ✓ ✓ ✓

Union strike ✓

Resource shortage ✓ ✓

Ambiguous contract ✓ ✓

Changing laws and 
regulations

✓

Delay of certifi cate 
and payment

✓ ✓ ✓

Protest from local 
parties/unions

✓ ✓ ✓

Omissions and 
discrepancies in 
design information

✓ ✓

Completion and 
operation stage

Delays of approvals 
from government 
authorities

✓ ✓ ✓ ✓

Defective work ✓ ✓

Design not matching 
with end-users’ 
requirements

✓ ✓

Changing end-users’ 
requirements

✓
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delay the overall construction process. This may eventually terminate the contractual relationships 
between the client, the contractor, sub-contractors and suppliers. A reliable supply of materials 
and equipment is also important to a construction project, since insuffi cient or defective materials 
or equipment may lead to delays or pauses in the project, or even a complete halt to it.

External public parties may introduce risks to the project as well. Any changes in laws, 
regulations or guidelines issued by government agencies may also increase the risks in a 
project. For example, labour registration policy in Hong Kong now requires all labour on site 
to be registered with the government; and housing development policy in mainland China 
now requires all developers to reserve at least 70% of the total number of units in a develop-
ment for low-income customers. The internal stakeholders in construction projects, including 
clients and contractors, may be heavily fi ned if they do not carry out the work according to 
the revised regulations. In Hong Kong, the formwork labour union held a strike for a period 
of 36 days in 2007. All construction projects, especially those that were at the stage of the con-
struction of structural elements, were seriously affected, and their estimated times of comple-
tion were then postponed.

External private parties have no contractual relationship with the construction client and 
no authority over construction projects, but failure to recognize them or their concerns in the 
construction project may also create risks. As construction projects always involve perma-
nent changes to the immediate environment, local residents and other interest groups, such 
as green groups and archaeologists, will thus be very sensitive to a project. If their interests 
are infringed, they can create a surprisingly powerful opposition to a project. In recent years, 
a large developer in Hong Kong planned to erect a 54-storey luxury residential tower in the 
Mid-Levels district on Hong Kong Island. The proposed development prompted an outcry 
from local residents due to the possible air pollution and traffi c congestion issues arising 
from the project. Only two solutions were open to the developer: to solve the confl ict using 
legal procedures or to terminate it altogether.

In sum, both the internal stakeholders (clients, consultants and contractors) and the exter-
nal stakeholders (public and private external parties) can bring various risks to construc-
tion projects. Ignorance of these risks may well cause substantial problems for a project. 
Successful project management needs to bear this in mind and to ensure that all the key 
stakeholders and associated risks have been identifi ed and appropriate strategies have been 
developed to engage with them. It should also be noted that the stakeholders are not isolated 
from each other, and the interplay between the stakeholders in construction have signifi cant 
impacts on construction projects.

6.4 The complex interplay of stakeholders in construction

The stakeholders in a construction project are by no means isolated from one another. They 
are closely interrelated through formal or informal ties during the implementation of a 
project. The internal stakeholders are linked via legal contracts (e.g. a consultancy agreement 
between a client and a consultant, and the main contract between a client and a contrac-
tor) or direct interest (e.g. customers in a shopping centre and the client), while the external 
stakeholders will also affect or be affected by the construction product through indirect ties. 
Although the external stakeholders are not decision-makers in the project, they still have a 
link to the project and can infl uence the project in a number of ways. The relationships of 
project stakeholders are depicted in Figure 6.1.

Clients, consultants and contractors generally have offi cial communication channels, as they 
are closely interrelated through legal contract ties.
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In the initial stage, the client normally employs consultants to prepare a marketing report 
in order to understand the existing economic situation and the customers’ expectations of the 
site. The client will also seek comments from general practice surveyors regarding the purchase 
of land from the government, after describing the client’s requirements to the government. If 
necessary, a private client may seek advice from fi nancial institutions on a development project. 
Public clients may not have any fi nancial diffi culties, but, in recent years, they have also 
placed an emphasis on the need for the support of the community and local residents. Although 
clients try their best to describe their requirements clearly, it is still diffi cult or impossible to 
write down every requirement accurately at this preliminary stage. A client’s requirements 
often change and this further affects the overall development after the consideration of all 
the limitations on the proposed project in the later stages.

In the pre-design stage of a construction project, clients normally employ a group of con-
sultants as internal stakeholders to further investigate the project. In order to ensure that a 
project will be constructed and operated in a functionally, technically and fi nancially feasible 
manner, a group of internal stakeholders such as the project manager, the architect, the engineers 
and the quantity surveyor have to work together on a feasibility study. Since the information 
provided is not clear at this stage, it is diffi cult for designers to assess the technical problems 
and surveyors to estimate the budget. As each consultant concentrates on their particular 
area (e.g. the architect concentrates on aesthetic value, the structural engineers on structural 
support and the quantity surveyor on cost saving), there may also be some confl icts among 
consultants at both the pre-design and the design stages. The client needs to make decisions 
about the type of building, the scope of the project work and the investment in the devel-
opment, on the basis of his or her provisional requirements, town planning considerations, 
site conditions, design considerations, fi nancial conditions, construction costs and so on. 
Therefore, clients may also need to interact further with fi nancial institutions. Factors such as 
interest rate and credit policy will affect the performance of the project investment, and con-
sequently infl uence the client’s decisions.

During the design stage, clients and project consultants have to work hand-in-hand to 
ensure that the design is satisfactory. In the scheme design phase, clients normally decide 
on one or two proposal(s) based on the recommendations contained in the feasibility report 
(RIBA, 1991). The project manager will then cooperate with other consultants to study the 
approved proposals in detail and make a preliminary design for the project based on the cli-
ent’s requirements. During this stage, constant and frequent communication is essential. All 
the technical issues and the confl icts between different types of drawing have to be resolved 
by the consultants. Any delay in approvals by a client may cause the whole project to be 

ContractorsConsultants

Client

Internal stakeholders

External stakeholders 

Conservationists 

Local residents 

Institutional forces Environmentalists 

Trade unions 

Others 

Government
authorities 

Archeologists 

Social community 

Figure 6.1 Interplay between some key stakeholders.
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delayed, as all the drawings will have to be submitted to the building control department and 
other relevant departments for formal approval. The project manager needs to give frequent 
reports to the client in order to provide a clear picture of the project’s progress, and to avoid 
design discrepancies or confl icts between the client’s requirements and the professional opin-
ion, and ensure an accurate and effective cost estimation for the project.

During the tendering stage, there are close interactions between clients, consultants and 
tenderers. Once they are in possession of all the specifi cations for the designs (architectural, 
structural engineering and building services engineering), quantity surveyors need to pre-
pare Tender Documents for a particular project. During this period, cooperation among all 
consultants is necessary. The architect should carefully check the Tender Documents with 
quantity surveyors to ensure their correctness, while the surveyors have to clarify any design 
discrepancies with the architect and the engineers. Detailed design and accurate Tender 
Documents defi nitely help the client to select the most appropriate tenderer as the contractor 
for the project. All the consultants need to clarify any query raised by tenderers. They should 
assess the Tender Documents they receive and recommend to their client the most appropri-
ate tenderers as contractors. In order to ensure they understand all the details of each Tender 
Documents, the client and the consultants normally have pre-tender meetings or interviews 
with interested tenderers at this stage. Once the project is awarded to the selected contractor, 
Contract Documents have to be prepared. Although the tendering period is not long com-
pared with the other stages in a project, a lengthy interplay between clients, consultants and 
a number of tenderers (including the potential contractors) is normally involved.

In the construction stage, a contractor has to carry out the work on site, working to the 
Contract Documents. A construction team, including the main contractor, the sub-contractors 
and suppliers, should be formed at this stage. From the commercial point of view, a contractor 
has to minimize expenditure and maximize income. Therefore, project managers and other 
consultants, on behalf of the client, need to monitor contractors’ work frequently, in order to 
ensure that the project is on the right track. If there is any problem (e.g. design error, design 
discrepancy or design changes) in the construction process, the consultants should coordinate 
any variation and cost adjustment with the contractors. Contractors also need to cooperate 
with the various labour unions and suppliers to ensure that the work is carried out and the 
materials and equipment are supplied as specifi ed. Quantity surveyors will normally issue 
interim certifi cates confi rming the progress of the contractors, and the client will make cor-
responding payments to the contractors. To secure a healthy cash fl ow in a construction 
company, it is common for a contractor to claim an amount for each interim payment that 
is higher than required for the actual work done. Hence, in order to maintain the channel of 
communication, normal progress on the project should be constantly reported to the client. 
If any major change is necessary, approval from the client is required, and the client, the con-
sultants, the contractors and all other relevant parties should sit down together to examine 
all the possible alternatives. If the issue cannot be resolved, the question of termination may 
be raised by any party during the construction process. In the end, new contractors, sub-
 contractors or suppliers might be required.

In the completion and operation stage, the project has to be handed over to the client. The 
contractor will have to deal with government agencies to obtain certain permissions (e.g. an 
occupation permit for a housing development project). The project manager must coordinate 
his or her work with other designers, surveyors and contractors to ensure that all the terms of 
the contract are fulfi lled. If there are any defects in the building product, in principle, the 
contractor has the responsibility to rectify them within the defects liability period. Where 
defects appear after the defects liability period or the causes of defects are unclear, the client, 
the consultants and the contractors need to thoroughly investigate them in order to establish 
who is responsible. Property and facility management parties are responsible for maintaining 
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the building during the operation stage. The developer and contractors will collect feedback 
from the end-users on the performance of the project in order to improve future projects.

The interactions between construction stakeholders are rather complex and they vary 
with the nature and scale of construction projects. Wise project managers need to constantly 
review the interplay of stakeholders throughout the whole life cycle of construction projects.

6.5 Assessing the risks posed by different stakeholders

A construction project will have multiple stakeholders (multi-stakeholders). Each stakeholder 
plays a different role in the planning, development, construction and operation of a building 
product. However, each one can also create certain risks in construction projects. They infl u-
ence each other throughout the project from its initial stage to the operation stage. In order to 
assess the risks imposed by construction stakeholders, a systematic risk assessment process 
should be followed (also see Table 6.4).

1. Risk identifi cation
2. Risk impact analysis
3. Risk occurrence probability estimation
4. Risk prioritization

Risks can be introduced by various stakeholders (both internal stakeholders and external 
stakeholders). Stakeholder risk identifi cation can be broken down into two steps: (1) to 
identify as many project risks as possible; and (2) to determine the stakeholder associated 
with a particular risk. There are several techniques for identifying risks and the stakeholders 
associated with them. Brainstorming is a powerful tool for tackling project risks, as a com-
prehensive list of risks can then be addressed in the risk assessment processes that follow 
(Olander, 2003). This technique enables construction stakeholders to hear what the other 
construction stakeholders see as risks, and promotes the inspiration to identify additional 

Table 6.4 Risk assessment process and the relevant techniques

Risk assessment 
process

Risk assessment 
techniques

Purpose

1. Risk identifi cation Brainstorming ➔ indicating a comprehensive list of risks

Checklist ➔ listing foreseeable risks

2. Risk impact analysis Power–Interest Matrix ➔ identifying key stakeholders for the risks

Discussion and interview ➔ fi nding out hidden key stakeholders

➔  understanding the impacts of 
stakeholders

Delphi technique ➔ obtaining consensus on main risks

3.  Risk occurrence 
probability estimation

Interview and discussion ➔  collecting qualitative data from relevant 
stakeholders

Monte Carlo analysis ➔  obtaining estimated probabilities of cost 
overrun and delayed schedule from 
relevant stakeholders

4. Risk prioritization Impact–Probability Matrix ➔  obtaining risk score from stakeholders 
for planning risk response



 Risk and Construction Stakeholder Management  89

project risks associated with stakeholders (Smith et al., 1999). Since the selection of members 
of a brainstorming session is crucial, it is suggested that all key stakeholders are included 
in the session to stimulate the identifi cation of as many risks as possible. In order to have 
a clear concept of project risk, the checklist is another good tool for listing foreseeable risks 
in the project by studying other similar projects. As the stakeholders gain more experience 
and knowledge of the project, the checklist can be correspondingly expanded (Harrison and 
Lock, 2004). Once the risks have been identifi ed, they can be prioritized according to their 
impact and probability of occurrence.

The purpose of the risk impact analysis is to assess the severity of a risk in a project. The 
impact of stakeholders consists of two dimensions: power and interest. Power is the abil-
ity to infl uence others and to get things done (Lovell, 1993; Pinto, 1998). The more power-
ful a stakeholder is, the more damage his or her or its infl uence might cause to the project. 
The more interest a stakeholder has in the project, the more active the stakeholder may be in 
project activities and the more uncertainties this will bring to the project. One of the frame-
works to assess the impact of stakeholders is the Power–Interest Matrix (Mendelow, 1981; 
Johnson and Scholes, 1997; Olander, 2003). The stakeholders in a project can be classifi ed 
into four categories according to the degree of power and interest they have (see Figure 6.2): 
(1) those who have great power in the project and a high level of interest; (2) those who have 
great power but a low level of interest; (3) those who have little power but a high level of 
interest and (4) those who have little power and a low level of interest.

Category 1: Key player stakeholders (high levels of power and interest): These are the most 
important stakeholders; as key players, they exercise a great deal of power to infl uence 
project implementation and completion (Olander, 2003). The internal stakeholders such 
as the representatives of the client, the consultants, the contractors and the suppliers can 
be placed in this category, as authority is delegated to them by the client to implement the 
project. If they are incompetent in their work, fl aws in design or construction tasks can result.

Category 2: Keep-satisfi ed stakeholders (high level of power but low level of interest): Though 
their interest in the project is low, they can exercise great power over the project. For 
instance, governmental agencies have full authority to approve detailed drawings. Any 
revised regulation issued by the government agencies may cause additional work for the 
internal stakeholders [e.g. as previously noted, according to the labour registration policy 
issued by the government in 2007, all labour on site must now be registered (BLIS, 2007)].

(2) Keep satisfied
 (e.g. government
 agencies)

(1) Key player
 (e.g. client, consultant
 and contractor) 

(3) Keep informed
 (e.g. green groups and
 local community)   

(4) Minimal effort
 (e.g. general public) 

High

Low

HighLow
Interest 

Power

Figure 6.2 Stakeholder risk impact by Power–Interest Matrixes.

(Source: Adapted from Johnson and Scholes, 1997; Olander, 2007)
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Category 3: Keep-informed stakeholders (high level of interest but low level of power): 
Although these parties, such as local residents or environmental groups, have limited 
power over project decision-making, they can still infl uence a project indirectly or under-
mine the image of the client’s company. Therefore, client and client representatives need 
to consider their expectations and keep them informed of progress and key decisions.

Category 4: Minimal-effort stakeholders (low levels of interest and power): Such stakehold-
ers will have less risk impact on the project than others. If such risks develop to a certain 
extent, coping strategies might become necessary.

The impact of each stakeholder is different in each particular project. In general, the stake-
holders in category 1 can have a high level of risk impact on a construction project (e.g. the 
internal stakeholders such as the client, the consultants and the contractors), while those 
in category 4 can have only a low level of risk impact on a project (e.g. the general public). 
The stakeholders in categories 2 and 3 can have a medium level of risk impact on a project 
(e.g. government departments and green groups). Once the key stakeholders are identifi ed 
in a construction project, there are several techniques, such as discussion, interview and the 
Delphi technique, that can help us to analyze the impact of the stakeholders and their infl u-
ence on the project risks.

Discussion and interview with key stakeholders (Field and Keller, 1998) are useful methods 
of understanding the impact of construction stakeholders. Interviewing project personnel 
from each discipline and staff within the organization can not only lead to the acquisition 
of the knowledge of their requirements and the associated risks, but can also uncover other 
hidden key stakeholders who are not easily detectable in the development and construction 
processes.

The Delphi technique is a useful technique to reach consensus among experts on project 
risk impact. Sometimes, risk information about stakeholders cannot be obtained from stake-
holders directly, so experts in this area are needed to give information on the project stake-
holder risks. Project risk experts are identifi ed and invited to participate in this exercise 
anonymously. A facilitator uses a questionnaire to solicit ideas about the important project 
stakeholder risks. Their response is submitted and is then circulated to the experts for fur-
ther comments. Consensus on the main risks can be reached in a few rounds of this process 
(Olander, 2003).

Once the stakeholders have achieved a consensus on the main risks, a risk event occur-
rence probability should be estimated. Risk probability analysis identifi es the likelihood 
that the stakeholder response will actually occur. The probability of a risk event occurring 
can be estimated by factors that cause risk, which is determined by the unique nature of each 
project. A number of techniques, such as interview and discussion, Monte Carlo analysis or 
sensitivity analysis, can be used to analyze the probability of occurrences qualitatively or 
quantitatively.

Monte Carlo analysis is a sophisticated technique facilitated by computer. It can be applied 
to evaluate the probabilities of a risk event occurrence. If project data are inputted, the com-
puter can calculate the statistical data of completion time for the fi nal activity in the net-
works (Harrison and Lock, 2004). With this calculation, the client can obtain statistical risk 
event materialization data such as estimated probabilities of cost overrun and delays to the 
schedule.

Risk severity or risk impact can be measured on a scale from high (10) to low (1); risk 
probability can also be rated on a scale from high (10) to low (1). Risk event occurrence can 
generally be categorized into four main priority groups: great danger, probable catastrophe, 
challenge and minor risk (see Figure 6.3).



 Risk and Construction Stakeholder Management  91

Category I: Great-danger risks (high impact and high probability) bring probable disaster to a 
project, and require the most attention. When a majority of the risks belong to this type of 
risk, the project might be in great danger. It may be better to modify the plan or cancel the 
project (Smith et al., 1999).

Category II: Probable-catastrophe risks (high impact but low probability) will cause great 
damage to a project if events occur. Such risks also need to be closely watched by project 
managers. Formal and constant communication with the stakeholders will be helpful in 
keeping these risks under control. Modifi cation or contingency plans are necessary to 
ensure that the project can still survive if these risk events occur.

Category III: Challenge risks (low damage impact but high occurrence probability) pose great 
challenges to project managers who have to cope with them. In order to reduce the prob-
ability of this type of risk event occurring, some actions to change certain features of the 
project should be taken. The stakeholders may need to balance the cost of the actions and 
the gains obtained from them in order to reduce the risks.

Category IV: Minor risks (low impact and low probability) pose the least danger to the project. 
Sometimes, it may be economical simply to let a minor-risk event go ahead. However, key 
stakeholders still need to keep an eye on these risk events as they may evolve as time goes 
by. If they evolve to a critical point, action may become necessary.

Once risks have been identifi ed and assessed with regard to the impact and probability of 
an occurrence, they can also be scientifi cally prioritized. The risk score is calculated by mul-
tiplying risk severity and risk probability. Hence, risk can be prioritized from the highest to the 
lowest. Such information can then be considered as an input into a risk response plan in the 
subsequent step.

Table 6.5 illustrates an example of three risks posed by various stakeholders in a devel-
opment project for a private school. The dynamic nature of society, an inappropriate design 
and injury to a person are three common risks in construction projects. The event occurrence 
probability for each risk changes depending on the particular project, while the impact and 
severity of a risk event differs for different stakeholders. In the case shown in Table 6.5, inap-
propriate design is prioritized as the fi rst serious risk infl uencing the most stakeholders. 
Therefore, action appropriate to the stakeholder should be taken to manage the risks among 
stakeholders in the projects.

(II) Probable
 catastrophe 

(I) Great danger  

(III) Challenge (IV) Minor  

Probability 

Impact

10

5

1

1 5 10

Figure 6.3 Risk Priority Matrix based on power and probability.

(Source: Adapted from Winch, 2003)
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6.6 Managing stakeholders using risk management principles

Risk management requires cooperation between the stakeholders. By adopting a risk man-
agement framework, construction stakeholders can manage risks using the following steps:

1. Identify project risks and relevant stakeholders.
2. Assess risks systematically.
3. Prioritize stakeholders’ risks.
4. Respond to risks.

As each action involves expenditure, the stakeholders need to balance the cost and the ben-
efi ts when considering action plans. The strategies that stakeholders can adopt to deal with 
risks include the following:

Avoid risks.
Mitigate risks.
Transfer risks to other stakeholders.
Share risks with other stakeholders.
Contingency plans.
Accept stakeholder risks.

●

●

●

●

●

●

Table 6.5 Examples of risk assessment for various stakeholders in the development of an international 
private school project

Risk
Risk 
probability

Pro. 
defi cit

Risk 
severity/
impact Stakeholder

Stakeholders’ 
impact defi cit 
(power–
interest)

Risk 
score

Prioritize for 
international 
stakeholder

Market 
changes

Birth rate in 
each year

6 Insuffi cient 
students

Client
Consultant
General 
public

5
2
1

48 2

Inappropriate 
design

A set of 
standard 
drawings for 
other similar 
projects

2 Change 
drawings
Errors in cost 
estimation/
over budget
Delay 
management 
process
Delay 
construction 
period

Client
Consultant
Contractor
Government
General 
public
Green group

8
8
4
3
2

1

52 1

Injury to 
person

No safety 
training and 
security 
guideline

2 Accidents on 
site
Affect the 
subsequent 
projects

Client
Consultant
Contractor
Government
Labour union

4
3
8
1
6

44 3

Note: ‘Pro. defi cit’ – Probability of defi cit.



Avoiding risk caused by stakeholders means completely removing the risk from the work to 
be done. A method of this kind always involves redefi ning the project scope and redesigning 
the project plans. It can only eliminate specifi c risk events and is only applied on some occa-
sions. When stakeholders are dealing with risks they are unfamiliar with and fail to control – 
risks that will, if they materialize, lead to substantial damage to the project – it is appropriate 
to use this method.

Risk mitigation involves reducing the impact of a risk event caused by stakeholders or 
reducing the probability of its occurrence (Schwalbe, 2000). In most cases, risk mitigation can 
be a cost-effective method for engaging with stakeholders. Other stakeholders predict their 
actions and the consequent impact on the project, and then take the necessary action such as 
the establishment of formal communication mechanisms and the extension of the coordina-
tion period for each task, in order to reduce risk event probability and impact.

Transferring risk means transferring the impact to other parties if the risk event occurs. 
A construction company can claim compensation for any loss due to fi re or theft from an 
insurance company if a risk event occurs. A client can try to transfer the costs of calculation 
errors to contractors through the Drawings and Specifi cation contract, or the design faults, 
calculation errors or management mistakes through the Design and Build contract or the 
Construction Management contract.

However, this strategy may introduce other additional risks to the project. For example, 
the insurer may refuse to pay for the loss, the fi nancial compensation may not be adequate 
in compensating for the time and resources lost or the compensation may not be suffi cient 
to maintain a project on track if the risk event occurs. Therefore, transferring the risk does 
not always help the parties to a project in the long term (Field and Keller, 1998). The strategy 
of transferring risk should therefore be used tactically in combination with other methods.

Sharing risk is a useful method for handling a complex project. If there are too many risks 
for a specifi c stakeholder, he or she or it should seek more partners to join the project as a joint 
venture (Smith et al., 1999; Harrison and Lock, 2004). Using this method, the impact of failure 
could be shared among a greater number of partners. As the method often needs the support 
of a senior manager and the involvement of multiple parties, the stakeholders in the manage-
ment process are required to have good coordination and communication capabilities.

The contingency plan approach requires the development of alternative plans to cope with 
the losses in the event of a risk materializing (Field and Keller, 1998). An amount may be 
allocated in the budget to recover minor cost overruns and to keep the project on track, and 
the benefi ts and costs of any alternative plan therefore need to be evaluated so that the opti-
mum solution can be selected. This method usually applies to critical stakeholder risks; that 
is, those that have special impacts on the project and would probably lead to a crisis if the 
risk materialized. Key stakeholders need to propose and submit the contingency plan to their 
senior managers for approval at the outset in order to allow suffi cient additional resources to 
be allocated to managing the risks in the project.

Accepting risk is a method used to deal with the less harmful risk events in construc-
tion projects. Where a risk event has a minor impact on the project and has less prob-
ability of endangering the entire project, there is little the stakeholders can do to manage 
it as it is too costly to develop a contingency plan for everything (Field and Keller, 1998; 
Harrison and Lock, 2004). But since project conditions keep changing during the imple-
mentation processes, it is still necessary to monitor the state of such risks regularly. The 
stakeholders need to take appropriate action to tackle a risk event if it has become criti-
cal to the project.

Further to the examples in Table 6.5 (dynamic society, inappropriate design and injury to a 
person), various risk management methods that stakeholders can use in construction projects 
are listed in Table 6.6. Risks can be avoided or eliminated altogether by cancelling the project 
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Table 6.6 Risk management by stakeholders

Risk 
source Risk event

Stakeholders Risk management method
I1 I2 I3 E1 E2 Avoiding Mitigating Transferring Sharing Contingency Accepting

Market 
changes

–  Vague client’s 
requirement.

✓ –  Cancel 
the 
project.

I1 –  Allocate 
additional 
resources for 
project scope 
change.

I1 –  Adopt Build–
Operate–
Transfer 
procurement.

I1 3 –  Allow 
provisional 
item(s)/
bill(s) in 
tender 
documents.

I2 –  Allow 
contingency 
sum in 
tender 
documents.

I1-3 –  Issue 
variation 
order 
for any 
change 
during 
post-
contract 
stage.

I1-3

–  Change 
of client’s 
requirements.

✓ ✓ ✓ ✓ –  Communicate 
with clients 
formally and 
constantly.

I1-2

 –  Changes 
of project 
scope and 
requirements.

✓ ✓ –  Consult 
all parties 
on project 
scope and 
requirements 
in detail during 
project briefi ng.

I1-3, 
E1-2

–  Confl icts of 
requirements of 
interest groups.

✓ ✓ ✓ ✓ –  Consider 
as many 
stakeholders’ 
requirements as 
possible.

I1-3, 
E1-2

Lack of 
experienced 
consultants

–  Inaccurate 
physical 
condition 
investigation.

✓ ✓ ✓ –  Don’t 
award the 
contract to 
consultants 
with 
insuffi cient 
experience.

I1,I2 –  Consult 
external 
parties such 
as government 
departments 
and 
environmental 
organizations 
during design 
stage.

I1-2, 
E1-2

–  Adopt design 
and build 
contract for 
single point 
responsibility.

I1 3 –  Insert a 
clause into 
consultant 
agreement 
for sharing 
the loss 
caused 
by the 
misconduct 
of 
consultants.

I2 –  Allow 
contingency 
sum in 
tender 
documents.

I1-3 –  Issue 
variation 
order to 
adjust 
any error 
during 
post-
contract 
stage.

I1-3

94
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–  Errors in cost 
estimation.

✓ –  Employ an 
experienced 
project 
manager to 
supervise the 
project.

I1-I2 –  Insert a 
clause into 
consultant 
agreement 
as a penalty 
for any 
error or 
discrepancy.

I1 3 –  Employ 
other 
experienced 
consultants, 
if necessary.

I1-2

–  Inappropriate 
design.

✓ ✓ ✓ –  Request 
consultants 
to (1) employ 
a senior 
experienced 
professional 
for supervising 
their junior 
staff; or 
(2) recruit new 
experienced 
staff.

I2

–  Confl icts 
between different 
drawings.

✓

–  Incompleteness 
of tender 
documents.

✓

–  Errors/omissions/
discrepancies in 
bills of quantities.

✓ ✓

Lack of 
safety 
knowledge.

–  Injury to person. ✓ ✓ –  Don’t 
carry out 
any risky 
work.

I1,I3 – I nsert a 
training item 
in Contract 
Documents.

I1,I3 –  Request 
contractor 
to purchase 
insurance for 
all accidents 
and their 
effects.

I3 –  Share 
responsibilities 
of all accidents 
between 
client and 
contractor..

I1,
I3

–  Prepare a 
guideline 
for handling 
different 
accidents 
(e.g. fi re, 
falling 
objects, 
death, etc.)

I3 –  Record all 
accidents 
and 
report to 
government 
without 
any further 
action.

I3,
E1

(Continued)
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–  Damage 
property.

✓ ✓ ✓ – Don’t 
move any 
heavy 
machine.

I1,I3 –  Employ a 
safety offi cer on 
site as required 
by law.

I3 I3 E1

–  Pay 
compensation 
to injured 
person.

✓ ✓ ✓ –  Provide safety 
equipment (e.g. 
shoes, helmet, 
etc.) on site.

I3

–  Labour union 
complaint 
regarding 
insuffi cient 
compensation.

✓ ✓ ✓ –  Provide some 
safety training.

I3

–  Consult 
external parties 
such as labour 
union on 
actual work 
processes and 
occupational 
safety 
organization for 
site safety.

I1,E2

Note: I1, I2, I3, E1 and E2 refer to the stakeholders (client, consultant, contractor, external public parties and external private parties, respectively, as noted in Table 6.2.

Table 6.6 Risk management by stakeholders (Continued)

Risk 
source Risk event

Stakeholders Risk management method
I1 I2 I3 E1 E2 Avoiding Mitigating Transferring Sharing Contingency Accepting
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or simply terminating the contract. However, it is diffi cult for stakeholders to implement a 
construction project without being subject to any risk at all. Stakeholders can mitigate risks by 
using alternative methods such as allocating additional resources to allow for potential changes 
in the scope of a project, by employing an experienced project manager to supervise inexperi-
enced consultants and by providing safety equipment to be used if there are safety problems. 
Alternatively, clients can transfer risks or share them with their consultants or contractors. They 
can also, for example, adopt different contractual procurements, include provisional items and 
insurance clauses in Bills of Quantities and so on. In some cases, construction stakeholders may 
prepare contingency plans (e.g. contingency sums for variations and guidelines for handling dif-
ferent accidents) for handling the potential risks at the outset or simply accept the risk in the real 
situation.

6.7 Summary

In summary, it is necessary for the stakeholders to manage construction projects throughout 
the development and construction processes due to the dynamic nature of society, the com-
plex nature of construction work and the interplay of multi-stakeholders. This chapter has 
classifi ed fi ve main stakeholder groups under two major categories (i.e. client, consultants and 
contractors as internal stakeholders; and external public parties and external private parties as 
external stakeholders). The construction project is subject to various risks from its initial stage 
right through to the operation stage. The stakeholders, fi rstly, have to identify the critical risks 
using a systematic risk assessment process: risk identifi cation, risk impact analysis, risk event 
occurrence probability estimation and risk prioritization. In order to manage the risks well, 
the stakeholders need to balance the costs and the benefi ts of different risk management strat-
egies (i.e. avoiding risk, mitigating risk, transferring risk, sharing risk, contingency plans and 
accepting risk) for coping with the potential critical risks involved in construction projects.
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7

7.1 Introduction

The objective of every stakeholder mapping process is to develop a useful list of stakeholders. 
The next step should then be to assess their key characteristics and present this information 
in a way that helps the project team implement effective  stakeholder management initiatives. 
The key element of an effective mapping process is as far as possible to replace subjectivity 
with objective measures and to make the assessment process transparent. This transparency 
will allow the basis of any assessment to be clearly understood by others and will facilitate 
review and updating as appropriate.

The challenge with stakeholder mapping is that the elements being assessed, such as the 
level of a stakeholder’s support, are driven fi rstly by the perceptions of the project held by 
the stakeholder and secondly the perceptions of the stakeholder’s attitudes held by the peo-
ple undertaking the mapping process. These factors are infl uenced by the ‘hardwiring’ in 
each person’s mind and because of this infl uence two people can have completely different 
‘views’ of the same situation.

The brain hardwires everything it possibly can, and defi nes ways to store data and retrieve 
it that best suit the history and personality of an individual (Rock, 2006). Because our brain 
must, consciously or unconsciously, manage all and every stimulation it receives, it will 
attempt to automate as much as possible. Therefore it is important when presenting informa-
tion, to consider ways to assist the brain to process the stimulation, and be consciously aware 
of important and/or new information. Presenting data in graphical or pictorial form will 
help the audience map connections more readily: the brain processes ideas fastest visually 
(Rock, 2006:90).

People learn and also retain information by using the mode they are most comfortable 
with in the fi rst instance, whether visual, auditory or kinaesthetic. Other studies have 
shown that everybody learns best and also retains information longer when offered the 
data in more than one mode. For example, people will learn better by listening and see-
ing, and even better by listening, seeing and doing (Glasser, 1998). Therefore the complex 
data collected about stakeholders will be most easily understood when presented in sev-
eral complementary forms; graphical or pictorial views supported by tabulations and/or 
sorted lists.

This chapter will fi rstly discuss the importance of mapping stakeholders; this discussion 
will be followed by a review of mapping methods and techniques used today. The next sec-
tion will describe a specifi c mapping method and technique, the Stakeholder Circle® that 
provides guidance to knowing who the right stakeholders are for any time in the project, pro-
viding the information needed for developing strategies for targeted communication. A fi nal 
step of the methodology supports monitoring the effectiveness of the communication.

Mapping Stakeholders
Lynda Bourne and Patrick Weaver
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7.2 A picture tells a thousand words

Researchers or reporters must develop ways to present data they have collected. Organising 
the data allows researchers to categorise and review the information they have collected to 
gain valuable insights. Different methods of representation may allow researchers or others 
to recognise patterns that support comparison or contrast of this data to known data, or may 
simply allow others to absorb or make sense of the data more easily. In the world of construc-
tion projects, the most effective presentation of the data will be graphical or pictorial.

7.2.1 The evolution of stakeholder mapping

Chapter 3 has discussed the history of stakeholder management and the introduction to this 
chapter has highlighted the importance of presenting complex data to aid understanding. 
One of the consequences of the emerging understanding of ‘stakeholders’ through the 1980s 
and 1990s was the need for business managers and researchers to be able to visualise the 
‘stakeholder community’ surrounding their particular business unit or project. Consequently, 
the concept of representing data collected about stakeholders as maps – tabular, graphical 
or pictorial – has been adopted by researchers and consultants from the earliest studies. We 
suggest that there are three basic approaches used to help visualise, map and understand 
stakeholders: customer relationship management – CRM, infl uence and social networks, and 
techniques for listing and mapping stakeholders.

The approach with the highest profi le in general business is the customer relationship 
management or CRM approach. This approach requires substantial data sets to be gathered 
about a key segment of the business’ stakeholder community (typically customers) followed 
by the use of data mining techniques that allow trends and opportunities to be identifi ed, 
graphed and communicated. These reports inform management decision-making and help 
the business prosper. CRM works effectively in situations where the business is relatively 
stable and there is a large class of stakeholders interacting with the business in a reason-
ably consistent way: its focus is to build and maintain a customer-centred enterprise cost-
effectively, and generate a good ROI (Bligh and Turk, 2004). CRM has little application to 
the construction industry due to the individual signifi cance of most stakeholders and the 
relatively low levels of repeat business from customers. For example most families will buy 
a new house once or twice in a lifetime but will visit their local supermarket once or twice 
every week.

A second approach that cannot be ignored is the extensive body of work focusing on 
infl uence networks. This research focuses on the importance of relationships through the 
study of ‘infl uence networks’, ‘social networks’, ‘social capital’, viewing projects as tem-
porary knowledge organisations – TKOs (Sbarcea and Martins, 2003) and more recently in 
complex relationships (Weaver, 2007). All of these theories emphasise the critical impor-
tance of the relationships between different stakeholders both within and around the 
project team. The strength and effectiveness of the internal relationships enable the project 
team to function effectively and allows the team (or the project) to interact and infl uence 
its surrounding stakeholder community. The diffi culty in using these strands of research 
lies in building the infl uence/relationship maps. The work is diffi cult, time consuming 
and invasive requiring extensive interviews with the stakeholders. Consequently, whilst 
an appreciation of these ideas is critical for effective stakeholder management, the oppor-
tunities to undertake a detailed analysis of a particular stakeholder community are very 
limited and typically only occur as part of an academic research assignment.
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The need for a practical, usable approach to visualising many different stakeholder com-
munities has led to the development of a range of listing and mapping techniques by aca-
demics, consultants and businesses over the years. These approaches trade the richness of 
data available under the CRM approach for a holistic view of the whole stakeholder com-
munity and largely ignore the complex network of relationships considered in CRPR and the 
other network theories outlined above for a simpler consideration of ‘importance’ in some 
form. Obviously the ‘importance’ of a stakeholder is directly associated with his or her ability 
to infl uence the project through their network of relationships. The difference in the analysis 
is in the way this is assessed. All of the mapping techniques discussed below use a qualita-
tive perception of a stakeholder’s importance rather than a quantitative analysis of the infl u-
ence networks and relationships surrounding the stakeholder to determine an absolute value 
for that person’s importance.

The following list identifi es some of the best known and most commonly used methods for 
stakeholder mapping:

Mitchell et al. (1997) proposed a classifi cation of stakeholders based on power to infl uence, 
the legitimacy of each stakeholder’s relationship with the organisation and the urgency 
of the stakeholder’s claim on the organisation. The results of this classifi cation may assess 
the fundamental question of ‘which groups are stakeholders deserving or requiring 
 manager’s attention, and which are not?’ This is salience – ‘the degree to which managers 
give priority to competing stakeholder claims’ (Mitchell et al., 1997:854).
Fletcher et al. (2003) defi ned a process for mapping stakeholder expectations based on 
value hierarchies and Key Performance Areas (KPA).
Savage et al. (1991) offered a way to classify stakeholders according to potential for threat 
and potential for cooperation.
Turner et al. (2002) developed a process of identifi cation, assessment of awareness, sup-
port, infl uence leading to strategies for communication and assessing stakeholder satisfac-
tion, and who is aware or ignorant and whether their attitude is supportive or opposing.

Mapping techniques include the following sub-set of results from a Web search of analysis 
techniques being used by aid agencies, governments or consultant groups:

Infl uence–interest grid (Imperial College London, 2007);
Power–impact grid (Offi ce of Government Commerce, UK 2003);
Three techniques used by the Australian Department of Sustainable Environment (2007):

Infl uence–importance grid;
Venn diagrams;
CLIP analysis (Collaboration/confl ict, Legitimacy, Infl uence and Power);

Power–interest grid (Moorhouse Consulting, 2007);
Three-dimensional grouping of power, interest and attitude (Murray-Webster and Simon, 
2007).

The fi rst step in building any stakeholder map is to develop a categorised list of the mem-
bers of the stakeholder community. Once the list is reasonably complete, it is then possible to 
assign priorities in some way, and then to translate the ‘highest priority’ stakeholders into a 
table or a picture. The potential list of stakeholders for any project will always exceed both 
the time available for analysis and the capability of the mapping tool to sensibly display the 
results. The challenge is to focus on the ‘right stakeholders’ who are currently important and 
to use the tool to visualise this critical sub-set of the total community.
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The most common presentation styles use a matrix to represent two dimensions of interest, 
with sometimes a third dimension shown by the colour or size of the symbol representing 
the individual stakeholders. This is summarised in Figure 7.1.

Some of the commonly used dimensions include:

power (high medium low);
support (positive, neutral, negative);
infl uence (high or low);
interest (high or low);
attitude (supportive or obstructive).

Where used, the methods of gathering and recording data for stakeholder maps such as 
these tend to be subjective, with results usually derived from open questions that allow sub-
jective and inconsistent responses. In many cases, the people preparing the map simply draw 
 symbols in the map based on their personal assessment.

Many of the proprietary methods also indulge in terminology for categories in these maps 
that may be amusing or interesting expressions of the nature of the categorised stakehold-
ers, but not always acceptable business terminology. Reporting to a senior manager that they 
have been categorised as ‘dangerous’, a ‘time bomb’, ‘demanding’ or a ‘trip wire’ is unlikely 
to be helpful! Using such terminology may add an element of ‘fun’ for team members, but it 
involves an extra learning challenge and does not add signifi cantly to the effectiveness of the 
methodology.

The need for simplicity and fl exibility in data gathering and reporting should be refl ected 
in developing guided steps through a series of processes that can be cumulative or can be 
approached in parts, depending on the needs and maturity of the organisation. Consistency 
can be achieved through a system of ratings against a consistent set of statements rather than 
reliance on subjective and variable answers to open questions.

The Stakeholder Circle® provides a methodology and a mapping technique to represent 
data about stakeholders in consistent, staged and guided steps, providing stakeholder data in 
tables, graphs and pictures. The Stakeholder Circle® methodology consists of fi ve steps: iden-
tify all stakeholders, prioritise them, display the current members of the stakeholder commu-
nity, develop an engagement strategy and communication plan and monitor the effectiveness 
of the communication. Figure 7.2 shows an overview of the fi ve steps of the methodology.

●

●

●

●

●

Figure 7.1 Traditional stakeholder mapping.
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7.3 The Stakeholder Circle® methodology

The Stakeholder Circle® is a stakeholder relationship management methodology supported 
by a visualisation tool that profi les a project’s key stakeholder community. It is based on the 
premise that a project can only exist with the informed consent of its stakeholder community, 
and that managing the relationships between the community and the project will increase the 
chances of project success.

The Stakeholder Circle® methodology provides a means for the project team to identify 
and prioritise a project’s key stakeholders, and then to develop an appropriate engage-
ment strategy and targeted communication plan1 to ensure that the needs and expectations 
of important stakeholders are understood and managed. The visualisation tool charts a 
project’s key stakeholders according to their ability to infl uence the project’s success or fail-
ure. Categorisation and mapping of stakeholders holds the key to targeting the right stake-
holders at the right time in the life of the project. Additional mapping of stakeholder support 
and receptiveness to messages about the project provides the project team with the key to the 
right level of engagement, information and communication.

7.3.1 Gathering data about each stakeholder

The output from each of the steps of the Stakeholder Circle® methodology builds informa-
tion that is essential for designing effective, targeted communication. There are a number of 
ways to accumulate this information. The fi rst is the use of the stakeholder-on-a-page™, a Word 
document that can either be used in soft copy or hard copy to gather information about each 
stakeholder. Figure 7.3 shows the template. The second approach is the use of a Stakeholder 
Circle® software tool, either a database that supports all steps of the methodology and stores 
and presents the data as graphic and tabular reports2 or a simpler spreadsheet that focuses 
on key elements of the overall methodology. Figure 7.4 shows the area on the stakeholder-
 on-a-page™ template for collection of information from step 1 discussed below.

7.3.2 How to identify your stakeholders

In the methodology, Step 1: identify consists of three activities:

1. Develop a list of stakeholders with the test of ‘which individuals or groups are impacted 
by the project, or can impact the project’.

Figure 7.2 Summary of the Stakeholder Circle® methodology.
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Figure 7.3 The stakeholder-on-a-page template.

Figure 7.4 The identifi cation section from the stakeholder-on-a-page template.

2. Identify the two aspects of the relationship between the project and its stakeholders – how is 
each stakeholder important to the project, and what does he or she expect from success (or fail-
ure) of the project. This is ‘mutuality’ – key data for understanding and managing stakeholder 
expectations (and therefore manage their perceptions of success or failure of the project).

3. Begin the categorisation process by documenting each stakeholder’s directions of 
 infl uence – upwards, downwards, outwards, sidewards, internal and external: this data is 
important for developing targeted communication. These categories will be described 
later in this chapter.
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Develop the stakeholder list

Developing the stakeholder list requires two actions; the fi rst action is to select a team3 for iden-
tifi cation and analysis of the stakeholder community. This team will ideally consist of three 
to fi ve members, including the project manager, some core team members and someone who 
understands the power structures and politics of the organisation4. The team, which may be con-
sidered as a sub-set of the project team, should be formed as early as possible in the project life 
cycle, where practical, before the planning phase.5 If possible, membership of this team should 
remain constant over the entire life of the project. Maintaining consistency within the team will 
provide some assurance of reduced subjectivity in decisions made about the stakeholder com-
munity and its membership throughout the life cycle of the project. An additional benefi t to 
using teams for identifi cation of stakeholders is the sharing of the knowledge that each team 
member has about certain stakeholders. This process of team decision-making will ensure that 
every member of that team has learned something more about the project’s stakeholders.

Developing the stakeholder list is then simply the collection of the names of those individ-
uals and groups who can impact or are impacted by, the project’s work or its outcomes. This 
is most often achieved through a brainstorming process, where members of the team contrib-
ute names which are later categorised according to their importance to the project, what they 
require from success or failure of the project and their infl uence on the project. As with any 
important project data gathering activity, it is essential to circulate this data for review by 
other individuals who have knowledge of the project and the organisations involved. These 
reviews will ensure the list is as accurate as possible.

Identify mutuality

Each name on the list resulting from the brainstorming exercise must be tested by applying 
two questions:

‘How is this stakeholder important? What is their ‘stake’?’
‘What does this stakeholder require from the success or failure of the project?’

The answer to the fi rst question establishes that this person or group is actually a stake-
holder and what their potential contribution to the project’s success (or failure) may be. 
Generally, a stakeholder is important to the project because he (or she) is a source of funds, 
personnel or materials, or can impact the success or failure of the project through either 
action or inaction. If there is some doubt about whether an individual or group is a stake-
holder, it is possible to analyse the defi nition of stakeholder further into six subcategories: 
interest, rights, ownership, knowledge, impact or infl uence, and contribution. Figure 7.5 
summarises defi nitions of each of these subcategories.

The answer to the second question establishes the stakeholder’s expectations of, or require-
ments from, the success or failure of the project. Generally, a stakeholder will have expecta-
tions of either personal gain, or expectations of organisational gain, through the success or 
failure of the project. Personal gain may be enhanced power or reputation or even career or 
monetary improvement; organisational gain may be enhanced power or reputation for the 
organisation as a whole or for a department or group within the organisation.

Understanding the stakeholder’s stake and expectations is crucial to all subsequent steps 
in the stakeholder mapping process and to developing targeted communication strategies. 
It is never appropriate to guess or make assumptions about a stakeholder’s expectations; if 
there is some doubt about the accuracy of information collected, other sources of information 
should be referenced. The stakeholder could be asked about what he or she requires from 
the project6, a survey could be conducted7 or others could be asked about the expectations of 

●

●
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this stakeholder8. Other important sources of information can be Key Performance Indicators 
(KPIs), or other documentation that outlines responsibilities and objectives of stakeholders 
who have organisational management responsibilities.

Directions of infl uence

The fi nal activity in step 1: identify, is to categorise the listed stakeholders according to their 
directions of infl uence to, or from, the project manager. This categorisation adds another dimen-
sion to the data the project uses to effectively manage the relationships with their stakehold-
ers. It is also essential as a contribution to data needed for targeted communication with a 
project’s stakeholders.

There are two elements to consider:

Is the direction of infl uence of the stakeholder upwards, downwards, outwards or sidewards?
Is the stakeholder part of the organisation (internal) or outside it (external)?

●

●

Figure 7.5 A stakeholder’s ‘stake’.

The ‘stake’: can be one of the examples below or a combination:

Interest A person or group of persons is affected by a decision related to the work or its 
outcomes: 

• Street closures for a car racing event
• Temporary closure of a supermarket for renovation

Rights To be treated in a certain way or to have a particular right protected:
• Legal right: 

o Occupational Health and Safety 
o Privacy 

• Moral right:
o Heritage protection activists
o Environmentalists

Ownership A circumstance when a person or group of persons has a legal title to an asset or 
a property:

• Resumption of property for road works
• Intellectual property
• Shareholders’ ‘ownership’ in an organisation 

Knowledge Specialist knowledge or organisational knowledge

Impact or 
infl uence 

• Impacted by the work or its outcomes:
o Staff, customers
o Shareholders

• Impact (or infl uence) on the work or its outcomes:
o Sponsor
o Governments (legislation, regulation)
o Public

Contribution • Supply of resources 
o People, material

• Allocation of funding
• Advocacy for objectives or work success
• Buffer between organisation and work teams or the performance of the work
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Figure 7.6 shows the fi rst set of directions of infl uence on the project work, and defi nes the 
four directions around the project. Upwards defi nes the infl uence that senior management, 
especially the sponsor, exert over the project. It is shown in the Stakeholder Circle® colour 
mapping as orange. Downwards denotes team members, whether full-time staff, consult-
ants, contractors or specialists who work with the project manager to achieve project objec-
tives: teams are shown as green. Outwards stakeholders are those outside the project and 
will include individuals and groups such as end-users, Government, regulators, the public, 
shareholders and lobby groups: outwards stakeholders are shown as blue. Finally, sidewards 
stakeholders are peers of the project manager. Peers could be other project managers, indus-
try groups and managers within the organisation who are considered to be at the same level 
professionally: sidewards stakeholders are shown as purple. While adding colour to the depic-
tion of the stakeholder community can add an additional depth of perception, the direction 
of infl uence can also be recorded simply as: U for upwards, D for downwards, O for outwards 
and S for sidewards.

Categorisations for internal and external in the Stakeholder Circle® software will cause the 
colours denoting the four directions to be light (for external) and dark (for internal). Otherwise 
these dimensions will be documented as E for external and I for internal. Figure 7.7 summa-
rises all directions of infl uence.

The results of these three sets of activities will be a list of stakeholders, categorised accord-
ing to their direction of infl uence on the project, with additional information collected about 
their importance to the project and their expectations of the project. This data is essential for 
the next step in the stakeholder mapping exercise – step 2: prioritise.

7.3.3 How to understand who is important

The results from step 1: identify are the starting point for step 2: prioritise. For complex 
projects, the unranked, unrefi ned, list can be quite large9. With large numbers of stakeholders, 

Figure 7.6 The primary directions of infl uence.
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project teams will need to understand which of these stakeholders are more important at this 
time in the project. Some project managers and their teams may be able to do this instinctively, 
but others may not have the necessary experience or understanding. It is also important for 
long-running complex projects to develop a consistent approach to decisions about who is 
important at any time in the project life cycle.

Step 2: prioritise in the Stakeholder Circle® methodology provides a system for rating and 
therefore ranking stakeholders according to their relative importance to the project at any 
time in the project. The ratings are based on three aspects:

power to kill the project – power;
closeness to the project – proximity;
urgency – how important is this project to the stakeholder and how prepared are they to 
act to achieve their own outcomes (positive or negative). Urgency of itself is diffi cult to 
rate consistently10 and should be rated as a combination of value and action.

The team applies the knowledge they have gained through step 1: identify, matching this 
knowledge to the rating statements, from 1 to 4 for power and proximity (where 4 is the high-
est) and from 1 to 5 for the two parts of urgency: value and action (where 5 is the highest rating). 
Figure 7.8 lists the ratings for power and proximity, and Figure 7.9 lists the ratings for value and 
action.

The index number

An index number is calculated for each stakeholder from the four sets of ratings developed 
by the team. Calculations are inbuilt in the Stakeholder Circle® software; however, for a 
paper-based use of the methodology, the arithmetic addition of all four ratings will be suf-
fi cient. This emphasis on ratings for urgency will ensure visibility of stakeholders who may 
not be considered as important to the project (Mitchell et al., 1997; Bourne, 2005)11. After 
the index number is calculated, the list can be sorted, with the stakeholder with the highest 
index number being rated as the most important, the second highest next most important 
and so on. Figure 7.10 shows the section of the stakeholder-on-a-page™ that collects the data 
from step 2: prioritise. Once the index number has been obtained, it is then possible to sort 
the pages into order from highest number to lowest, thus showing which stakeholders have 
more relative importance than others.

●

●

●

Figure 7.7 Summary of the stakeholder’s directions of infl uence.

Directions of Infl uence Stakeholders (areas of interest)

Upwards Senior management: project sponsor, senior executives, those who 
represent organisational commitment 

Downwards Team members

Outwards Outside the team: customers, JV partner(s), unions, suppliers, ‘the public’, 
shareholders, government

Sidewards Peers of the manager or the team

Internal Stakeholders within the organisation

External Stakeholders outside the organisation
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Ratings for power and proximity

Power: 4.  High capacity to formally instruct change: can have the work stopped

3.  Some capacity to formally instruct change: must be consulted or has to approve

2.  Signifi cant informal capacity to cause change: capacity to cause change

1.  Relatively low levels of power: cannot generally cause much change

Proximity: 4.  Directly involved in the work: team members working most of the time

3.  Routinely involved in the work: part time team members, external suppliers and 
active sponsors

2. Detached from the work but has regular contact with, or input to, the work 
processes 

1. Relatively remote from the work: does not have direct involvement with 
processes: clients and most senior managers

Figure 7.8 Ratings for power and proximity.

Ratings for Urgency

Value: 
How much ‘stake’ does the 
person have in the work or 
its outcomes?

5.  Very high: has great personal stake in the work’s outcome 
(success/cancellation)

4.  High: sees work’s outcome as being important (benefi t or threat) to self or 
organisation

3.  Medium: has some direct stake in the outcome of the work

2.  Low: is aware of work and has an indirect stake in work’s outcome

1. Very low: has very limited or no stake in work’s outcome

Action: 
A measure of the likelihood 
that the stakeholder will 
take action, positive or 
negative, to infl uence the 
work or its outcomes

5.  Very high: self-activated, will go to almost any length to infl uence the 
work

4.  High: is likely to make a signifi cant effort to infl uence the work

3.  Medium: may be prepared to make an effort to infl uence the work

2.  Low: has the potential to attempt to infl uence the work

1.  Very low: is unlikely to attempt to infl uence the work

Figure 7.9 Ratings for urgency – value and action.

Figure 7.10 The prioritisation section from the stakeholder-on-a-page template.
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7.3.4 Revealing project stakeholders

Having identifi ed and prioritised the project stakeholders, it is essential to show this stake-
holder community in ways that can highlight who at that time in the project have been rated 
as the most important stakeholders. The stakeholder community can be mapped as a ranked 
list, or a table summarising the data gathered as the result of use of the stakeholder-on-a-page™ 
(see Figure 7.11), or a power/impact or infl uence/impact grid as described earlier in this 
chapter (Figure 7.1). However, from the perspective of maximum impact a graphical repre-
sentation is most effective.

The Stakeholder Circle® tool develops a multidimensional ‘map’ of the project’s stake-
holder community. Key elements of the Stakeholder Circle® are: concentric circle lines that 
indicate distance of stakeholders from the project or project delivery entity; the size of the 
block, its relative area, indicates the scale and scope of infl uence and the radial depth can 
indicate the degree of power (Bourne, 2005; Bourne and Walker, 2005). This depiction of the 
stakeholder community represents the project’s key stakeholders as assessed by the project 
team. In the Stakeholder Circle® shown in Figure 7.12, the most important stakeholder has 
been assessed as the sponsor: this stakeholder appears at the 12 o’clock position; followed by 
the project team as the second most important and the CEO as third most important.

Patterns and colours of stakeholder entities (where used) indicate their infl uence on the 
project – for example, orange indicates an upwards direction – these stakeholders are senior 
managers within the performing organisation that are necessary for ongoing organisational 
commitment to the project; green indicates a downwards direction – these stakeholders are 
members of the project team; purple indicates a sidewards direction – peers of the project man-
ager essential as collaborators or competitors and blue indicates outwards – these stakeholders 
represent those outside the project such as end-users, Government, ‘the public’, shareholders. 
The fi nal colour coding is dark hues and patterns for stakeholders internal to the organisation 
and light hues and patterns for those external to the organisation. The Stakeholder Circle® 
visualisation of the project community will be different for each project and for each phase of 
the project – the relationships that visualisation shows will refl ect the project’s unique stake-
holder community. For more information on using the Stakeholder Circle® visualisation tool 
for project analysis see Bourne (2005) and Walker et al. (2008).

7.3.5 How to gauge support

Step 4: engage is centred on identifying engagement approaches tailored to the expectations 
and needs of the individuals or groups identifi ed and categorised in the previous three steps 
of the methodology. Developing stakeholder engagement profi les constitutes the fi nal step in 

Name Project role
Direction of 
infl uence

Current 
priority Power Proximity Urgency Index

G. Brown Sponsor U, I 1 4 3 4 11

F. Green Designer 
team member 
(contract)

D, E 2 2 4 4 10

P. Jones Architect O, E 12 2 2 2 6

M. Smith Builder CEO U, E 13 2 1 2 5

Figure 7.11 Sections of a typical ranked list of stakeholders sorted by priority.
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data collection, leading to targeted communication plans for effective stakeholder manage-
ment. This is done by:

assessing the actual attitude – level of support and receptiveness of stakeholders;
describing the target attitude – level of support and receptiveness of stakeholders.

The fi rst step of this analysis involves identifying the current level of support of the 
stakeholder(s) at fi ve levels: from ‘committed’ (5), through ‘neutral’ (3), to ‘antagonistic’ (1). 
The second step is to rate the receptiveness of each stakeholder to messages about the project: 
on a scale of 5, from where ‘direct personal contact is encouraged’ (5), through ‘ambivalent’ 
(3), to ‘completely uninterested’ (1). Figure 7.13 summarises these rating levels. This informa-
tion is recorded in a 5 by 5 matrix as shown in Figure 7.14: the stakeholder-on-a-page™ tem-
plate allows for up to three assessments of stakeholder engagement over time.

These steps are repeated to identify the optimal engagement position (target attitude) for 
project success: a realistically achievable level of support and receptiveness to messages that 
would best meet the mutual needs of the project and the stakeholder. If an important stake-
holder is both actively opposed and will not receive messages about the project, he or she 
will need to have a different engagement approach from stakeholder(s) who are highly 
 supportive and encourage personal delivery of messages.

Figure 7.15 shows the results of assessments for three different stakeholders. Stakeholder 1 
has been assessed as being ‘ambivalent about the project, neither supportive nor unsupport-
ive’, and ‘not really interested in receiving messages’ about the project, these results are shown 
by ‘X’ in the appropriate boxes in the matrix. However, the team has rated this stakeholder as 
being important to project success and that the engagement profi le SHOULD BE ‘passive sup-
port’ and ‘will agree to receive information about the project; this is shown with a ‘� ’ symbol.

●

●

Sponsor

Asset Management Project

The
Project

Project Team

CEO

Senior Leadership Team

Core Team for Stage 1

IT Specialists Assigned to Project

Functional Manager #1

Information Managment Group

Contractors from Supplier

Asset Specialists Stage 1

Asset Specialists Stage 2, 3, 4 and 5

Auditors

SAM Supplier

Functional Manager #2

Councillors

Figure 7.12 The Stakeholder Circle® software map of the stakeholder community.
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Ratings for support and receptiveness

Support: for the 
project or its outcomes.

5.  Active support: provides positive support and advocacy for the work

4. Passive support: supportive, but not actively supportive

3. Neutral: is neither opposed or supportive

2.  Passive opposition: will make negative statements about the work, but not do 
anything to affect its success or failure

1.  Active opposition: is outspoken about opposition to the work,  and may even 
act to promote failure or affect success

Receptiveness:
to messages or mes-
sengers about the 
project or its outcomes.

5. High: eager to receive information

4. Medium: will agree to receive information

3. Ambivalent: may agree to receive information

2.  Not interested: not prepared to receive information

1.  Completely uninterested: emphatically refuses to receive information 

Figure 7.13 Ratings for support and receptiveness.

Figure 7.14 The engagement section from the stakeholder-on-a-page template.

Figure 7.15 Stakeholder attitude (baseline).

Stakeholder 2 has been assessed as ‘passive unsupportive’ and ‘ambivalent; may agree 
to receive information’, whereas the engagement profi le SHOULD BE ‘ambivalent: neither 
supportive nor non-supportive’. This stakeholder may be someone who is rated as ‘not very 
important’ to the project at this time, but nevertheless may cause harm through spreading 
negative views about the project. In both cases, the gap between the current engagement pro-
fi le and the optimal profi le indicates the level of effort required in developing communica-
tion strategies for stakeholders, to encourage their support and interest.
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Stakeholder 3 has been assessed as being ‘ambivalent about the project, neither supportive 
nor unsupportive’, but ‘eager to receive information’ about the project, whereas the engage-
ment profi le SHOULD BE for receptiveness to be ‘ambivalent: neither supportive nor non-
supportive’. This is a situation where the current profi le is quite different from the optimal 
profi le and will require careful handling from the team.

Based on each stakeholder’s engagement strategy, a communication plan will be devel-
oped, consisting of: specifi c messages or message forms (reports); how messages will be 
delivered; by whom; whether formal or informal, written or oral; at what frequency. The fre-
quency and regularity of delivery of these messages will vary with the level of support and 
receptiveness of the stakeholder, the gap between current assessment and optimal assessment, 
as well as the stage of the project.

One fi nal step to prepare for communication

The fi nal step before developing the communication plan is to categorise each stakeholder 
into one of three groups:

1. The current engagement position – attitude is equal to the optimal position.
2. The current engagement position – attitude is greater than the optimal position.
3. The current engagement position – attitude is less than the optimal position.

In the fi rst instance where the current attitude is equal to the optimal position, communi-
cation can be maintained at ‘business as usual’: the defi ned level and frequency of regular 
reports, meetings and presentations can be safely maintained. For the situation where the cur-
rent attitude is greater than the optimal position, two possible approaches need to be consid-
ered, depending on the results of the engagement matrix. In Figure 7.15, Stakeholder 3 is rated 
as being well above the level of receptiveness to messages necessary for success of the project, 
but at the appropriate level of support of the project to ensure success. The decision the team 
have to make regarding Stakeholder 3 is whether to reduce the level of information fl owing 
to this stakeholder (and risk a reduction in support from this stakeholder) or to maintain the 
current level of communication. The decision can only be made in the light of the knowledge 
the team has gained during the preceding steps of the stakeholder analysis.

The third category where the current attitude is less than the optimal position, the team 
needs to focus their efforts on ‘heroic’ communication if the stakeholder is important; 
Stakeholder 1 (Figure 7.15) is in this category. This type of communication is generally 
needed for only a small percentage of stakeholders, but any effort expended on increasing the 
levels of support and receptiveness to the optimal position will signifi cantly benefi t the project. 
Generally in this case, a number of different communication approaches needs to be used, 
from regular reports and meetings, through special presentations and possibly even using 
the infl uence of other important but supportive stakeholders to deliver the project infor-
mation. Multiple complex communication activities must be coordinated by a relationship 
manager who could be the project manager or a supportive senior stakeholder. Figure 7.16 
shows the fi nal portion of the stakeholder-on-a-page™, used to record the communication plan 
for each stakeholder based on all the information and decisions described in this section. 
Communication strategies will be described in more detail in Chapter 10.

7.3.6 Feedback mechanism

Regular Stakeholder Review meetings, similar to Risk Review meetings will maintain the 
currency of the project’s stakeholder community, or provide information about changes in 
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that community that will cause the project’s stakeholders to be re-assessed, re-prioritised and 
re-developed as a new Stakeholder Circle® (community).

The re-assessment of the engagement matrix of each project stakeholder is an essential part 
of the project review processes, whether through regular team meetings, specifi c reviews 
or in response to other unplanned events around the project. The results of the reviews will 
provide the necessary trend analysis for the team to know whether or not the communica-
tion strategies and activities are being effective. This process will be discussed in detail in the 
description of step 5: monitor.

Monitoring the effectiveness of communication

Once the communication plan has been developed, the strategy relating to the ‘who, what, 
when and how’ of delivering the tailored messages planned for the important stakeholders 
must be converted into action. Monitoring the effectiveness of this communication effort, and 
providing essential data for corrective actions if required, is the fi nal step of the Stakeholder 
Circle® methodology, step 5: monitor.

Each time the stakeholder community is re-assessed and the engagement profi le updated, 
any changes in the gap between the current profi le and the optimal profi le must be con-
sidered. This movement (or lack of movement) provides an indicator of the current com-
munication plan’s effectiveness in infl uencing the attitudes of key stakeholders. Where the 
communication is being effective, the current plan should be maintained, where it is not 
working, the communication plan should be changed.

If there has been a worsening of the gap between the current profi le and the optimal pro-
fi le, this is a strong indicator that the communication strategy developed for this stakeholder 
is not having the desired effect; it should provide the evidence needed to try a different 
approach. If there has been an improvement in the gap between the current profi le and the 
optimal profi le, this may indicate that the communication strategy is working and encourage 
its continuation. However, during the review, it is essential to consider the project’s overall 
environment to ensure that any identifi ed changes have been caused by the project’s commu-
nication efforts rather than by external circumstances.

In the examples, Stakeholder 1 was fi rst assessed as ‘passively supportive’ but ‘uninter-
ested in receiving project messages’ (shown previously in Figure 7.15), and an engagement 
strategy and communication plan was developed to improve the engagement profi le. On re-
assessment, the level of support has not changed; it remains optimal suggesting the informa-
tion being communicated is appropriate. On the other hand, Figure 7.17 shows that the level 
of receptiveness has been improved beyond the optimal, suggesting the method of commu-
nication is effective. The next decision that the team must make is whether to maintain the 

Figure 7.16 The communication section from the stakeholder-on-a-page template.



 Mapping Stakeholders  115

current level of communication to Stakeholder 1 and assess at the next review, or whether to 
re-plan communications and redirect effort elsewhere.

Stakeholder 2 baseline was assessed to be passively unsupportive but at the level of recep-
tiveness necessary for success of the project. As shown in Figure 7.18, there has been no 
change. The team will now have evidence that the current communication plan is not being 
effective: they will have to try a different approach.

Figure 7.19 shows the effects of comparing Stakeholder 1’s engagement profi le over time. 
After 3 months, the comparison of the new profi le with the baseline showed that the stake-
holder’s level of receptiveness had exceeded the optimal position. This could mean that 
the stakeholder had been so infl uenced by the communication effort of the project team in 
the fi rst 3 months that he or she required much more information about the project than the 
project team thought necessary. The project team may have decided to communicate at a 
lower level as a result of the 3-month assessment, whilst the stakeholder’s expectations were 
of receiving a higher level of attention from the project team in the form of additional com-
munication activities. The consequences of reducing the amount of information to the stake-
holder, shown at the 6-month assessment may have been caused by the stakeholder feeling 
neglected, and losing all interest in the project. This may be the interpretation of the engage-
ment profi le at the 6-month review (Figure 7.19). However, it is important to investigate all 
possible reasons for any such result: the 6-month review may indicate that the stakeholder 
now regards another project as more important or even that he or she has lost power in the 
organisation and is now no longer interested in any project.

There are no simple answers: the changes in the profi le for each key stakeholder are a 
strong indicator of the effectiveness of the communications strategy but need to be considered 

Figure 7.17 Reviewing stakeholder attitude after 3 months – Stakeholder 1.

Figure 7.18 Reviewing stakeholder attitude after 3 months – Stakeholder 2.
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along with changes in the relative importance of the stakeholder and all other pertinent fac-
tors. This requires regular maintenance of the whole data set to ensure optimal results from 
the communication effort.

Managing the stakeholder community

One essential aspect of managing project stakeholders is to recognise that the stakeholder 
community is not static. Individuals and groups that are essential to project success in one 
part of the project may not be essential in other parts of the project. For example, stakehold-
ers who are important to the success of the design phase may not be important to the success 
of the project once it is in build phase; the stakeholder community will change membership 
as the project moves through its life cycle.

Similarly, the stakeholder community will change when there are changes to the struc-
ture or business direction of the performing organisation. Individual stakeholders may lose 
power within the organisation, or may leave, others may join the organisation. These changes 
will affect both the membership of the stakeholder community and the relative importance of 
members of the community over time.12

Even when the organisation remains stable, a stakeholder’s interests in, and support for, 
the project may vary due to changes in the focus of the stakeholder. For example, if the stake-
holder perceives that the project is not delivering to expectations, he or she may decide the 
project is no longer worthy of his or her support. Alternatively, another project may become 
more important to the stakeholder, or senior management may redefi ne the duties and 
responsibilities of the stakeholder requiring him or her to focus elsewhere.

Consequently, the process of identifying, prioritising and planning the engagement of 
project stakeholders cannot be a once-only event. To maintain the usefulness of the stake-
holder information, the assessment process may have to be repeated in whole or in part 
many times. An essential part of the Stakeholder Circle® methodology is the repetition of the 
processes at appropriate intervals and the reappraisal of the stakeholder community, particu-
larly focusing on trends and changes.

Reviews may be triggered proactively, or reactively. A proactive approach would be to 
include reporting on all aspects of the stakeholder engagement activities as a regular item 
on the project meeting agenda. Team members should be encouraged to report any informa-
tion gathered during communication with stakeholders. This may be in the form of rumours 
about personnel in the performing organisation or other organisations, or pieces of informa-
tion that may together with other small pieces of information provide some forewarning of 
changes to funding, resourcing, sponsorship or the importance to the organisation of the 
deliverables of the project. The issues raised or news collected as a result of the feedback on 

Figure 7.19 Reviewing stakeholder attitude after 6 months – Stakeholder 1.
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stakeholder communication may trigger a review of the current community and re-assess-
ment of the importance, attitude and support of members of that community.

Another example of proactive stakeholder management is to factor the principal commu-
nication points and regular reviews of the stakeholder community, such as when the project 
moves into a new phase, into the project schedule. Responsibilities should be allocated so 
that the communication and review activities will be reported regularly as part of the project 
status information and the reviews undertaken at the planned times. This should not be too 
onerous, the review will probably only affect a small number of stakeholders and their rela-
tive importance in the community.

The reactive approach to re-mapping and managing the stakeholder community will be to 
undertake a review only in response to major changes to the organisation or when problems 
occur.

Regardless of the trigger, the results of the re-assessment will be a redefi ned stakeholder 
community and updated engagement profi les. Once enough information has been collected 
to form a picture of the project environment, the next step would be to refer this information 
to supportive stakeholders for interpretation. By operating within the political context of the 
organisation in this way, the project team can be prepared for adverse events and be best 
place to exploit opportunities.

However, given that the membership of the stakeholder community will change, it is 
important that the team develops ways to maintain a current view of the stakeholder com-
munity, so that they always have a view of who are the right stakeholders for any time in the 
project’s life cycle.

7.4 Implementing the methodology

The readiness (or maturity) of the organisations involved in working on the delivery of 
project outcomes will infl uence the support that is provided to the project for effective imple-
mentation of the Stakeholder Circle® methodology. The appropriate parts of the methodology 
to use, and the path to a successful implementation of the full methodology can be gauged 
by evaluating the organisation’s current state against the Stakeholder Relationship Maturity 
Model – SRMM® (Bourne, 2008). The level of support from different organisations within the 
overall project delivery team will also be infl uenced by the procurement strategy adopted for 
the project. Chapter 12 discusses different forms of procurement and the impact of these dif-
ferent forms on stakeholders; see also Walker et al., 2008 for the infl uence of stakeholders in 
supply chain management. The challenge facing the project team is to make the assessment 
as inclusive as possible.

The probability of a successful stakeholder engagement is enhanced when all of the groups 
involved in the work of the project recognise the benefi ts of collaboration in stakeholder 
identifi cation, mapping and engagement processes. If the collaborative approach is encour-
aged, representatives from all areas – client, designer, contractors and suppliers will partici-
pate in the stakeholder engagement team, as described earlier in this chapter. When the team 
is constituted from a sub-set of those involved, the richness and completeness of the data 
gathered will be reduced, possibly reducing the effectiveness of the stakeholder engagement 
activities with a consequential increase in the possibility of the project failing.

However, even without the full cooperation of all parties involved in the delivery of the 
project outcomes, the application of the methodology by the project team will provide valua-
ble information and insights. Using the methodology will help the team identify the relation-
ships that need to be nurtured and the stakeholder groups that must be engaged for success 
of the entire project.
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7.5 Conclusion

Any decisions that the project team (people) make about the project’s stakeholders (also peo-
ple) are of their very nature subjective; and because the people involved are ever changing, 
any attempt at a single, objective analysis or reporting is bound to fail. Successful stakeholder 
mapping requires a transparent, dynamic process that builds understanding as the project 
progresses. Project teams must fi nd ways to not only understand who their stakeholders are 
at any time in the project, but also what their expectations are, and fi nally, fi nd ways to meas-
ure the effectiveness of the team’s communication efforts.

Effective mapping systems need simplicity and fl exibility in both data gathering and 
reporting about project stakeholders. These requirements should be refl ected in guided steps 
through a series of processes that can be cumulative or can be approached in parts, depend-
ing on the needs and maturity of the organisation. The Stakeholder Circle® methodology 
and visualisation tools provide an effective way to achieve this through a fi ve step process 
designed to provide a cumulative collection and mapping of data about a project’s stakehold-
ers and through trend analysis monitor the effectiveness of the team’s communication efforts.

There are three parts to the Stakeholder Circle® methodology and visualisation tool that 
cumulatively add to its effectiveness. The methodology supports the identifi cation and pri-
oritisation of all the project’s stakeholders, producing a manageable number of the key stake-
holders of that project. The second part of the methodology is the supporting tools, which 
makes the task of allocating relative importance of stakeholders both time and effort effi cient. 
The fi nal part of the methodology is the processes for developing an engagement strategy 
and associated communications plan to support understanding of the expectations and per-
ceptions of the stakeholders, and how they can be managed and met.

Organisations that are prepared to invest in an appropriate system will benefi t from the 
increased awareness by the project team members of the importance of project relationship 
management and the provision of tools to achieve a better understanding of how to achieve 
it. The ROI can be substantial; Chapter 13 discusses the ‘gains and pains’ of stakeholder man-
agement in construction projects.

Endnotes

 1. The data gathered through the steps of the methodology support the development of 
communications design to address the information needs of the stakeholder and the sup-
port needs of the project.

 2. For more information on the Stakeholder Circle® go to www.stakeholder-management.
com.

 3. Data collected by the authors through a classroom exercise comparing the effi ciency 
of team and individuals in decision-making included in their Successful Stakeholder 
Management workshops, shows that of approximately 500 participants, only 6 individuals 
scored better than their team.

 4. The sponsor of the project would be a valuable team member for this exercise.
 5. Ideally, the selection of these team members should be the responsibility of the Sponsor 

or a senior manager representing the performing organisation. Selection and manage-
ment of this team as a joint activity of the client PM and prime contractor’s PM is also 
effective.
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 6. This action could have positive or negative results: positive if the stakeholder is pleased 
to be actually consulted – and this may lead to a higher commitment from the stake-
holder. A negative result may occur when the stakeholder does not give a completely 
honest answer – he or she may just want to give the team a ‘good news’ answer, or may 
just want to be non-confrontational. It is always a useful policy to attempt to get answers 
to these questions from at least two sources.

 7. An expectations survey could legitimately be conducted as the starting point to a cus-
tomer satisfaction survey planned as part of project closing activities.

 8. Supportive stakeholders can be a good source of information about other stakeholders.
 9. In working with organisations using the Stakeholder Circle® methodology and software 

for mapping and managing stakeholder relationships, the authors have assisted in proj-
ects that have over 300 stakeholders (both individuals and groups) identifi ed in the fi rst 
step.

10. During the 12 months research in development of this methodology, it became evident 
that the concept of ‘urgency’ was too multidimensional for consistency. Once the con-
cept was devolved into two parts – value and action – the ratings appeared to be applied 
consistently.

11. By weighting urgency more highly than power or proximity, the methodology helps team 
members identify less obvious, or less outspoken, stakeholders thus ensuring that ‘sur-
prises’ are minimised. Generally, those stakeholders with power in the project environ-
ment will be relatively easy to identify, but those with high levels of urgency may not be.

12. When describing membership of the stakeholder community, it is important to recognise 
stakeholders as being either individuals, groups or organisations. An individual can be 
an important stakeholder by virtue of being a key representative of a group or organisa-
tion: that same group or organisation is not necessarily at the same level of importance as 
its individual representatives.
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8.1 Introduction

The modern project manager critically needs to be attuned to the cultural, organizational 
and social environments surrounding the project. Understanding such project environment 
includes identifi cation of project stakeholders and their ability to affect successful outcome of 
the project. The effective management of project stakeholders is considered as an important 
key to project success (Jergeas et al., 2000). If stakeholders are not managed effectively, the 
probability of successful project completion is reduced due to confl icts between stakeholders. 
Ineffective stakeholder management can also result in dissatisfaction with project outcomes 
and adverse disruption to budget and schedule. Besides, future works between project team 
and internal stakeholders may become more diffi cult and the community, as external stake-
holders, may have negative reaction to the project.

In the stakeholder management process, the stakeholders’ needs and expectations are eval-
uated with an important basis of stakeholder analysis (Olander, 2007). Stakeholder manage-
ment strategies are applied aiming to increase the effectiveness of managing stakeholders’ 
different interests and their disposition. However, fi nding the best resolution, which is accept-
able for all stakeholders, to such differences remains a major challenge. Reaching the goals of 
effective management of construction stakeholders yet needs concerted efforts in attaining a 
formalized stakeholder analysis, improved stakeholders’ relationship and effective communi-
cation, sustained stakeholders’ commitment, and increased satisfaction of stakeholders.

As a compliment to the content described in previous chapters on stakeholders mapping 
and assessment, this chapter provides an insight on how to strategically manage and deal 
with project stakeholders. Besides, it seeks to support effective management of stakeholders 
in construction by providing a framework for analysis and understanding the construction 
stakeholders and their interrelations. Further, recommendations are made regarding use-
ful strategies and tactics for engaging construction stakeholders more effectively so that the 
anticipated stakeholder related problems in construction can be managed effectively.

8.2 Project stakeholder analysis: identifi cation and prioritization

According to PMI (2000), project stakeholders are defi ned as individuals and organi-
zations actively involved in the project, or whose interests are positively or negatively 
affected by the project execution or the successful completion of the project. Project man-
ager and team members have to deal with and manage other groups of project stakehold-
ers. Theories of stakeholder management reveal ways to effi ciently engage and manage 
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stakeholders. The adopted management strategies may be formal, informal, detailed, or 
broad, depending on the project’s needs, size, and complexity. Identifying stakeholders 
and assessing their interests and expectations throughout the construction project life 
cycle including the stages of inception, design, construction, commission, and operation 
of project are helpful for project managers to forecast project stakeholders’ behavior and 
its effect on project outcome.

In the construction context, project stakeholders can be defi ned as individuals, groups, or 
organizations who are actively involved in the project including those having interests that are 
positively or negatively affected by the activities or results of the construction project (Olander, 
2007). Attempts are then made to broadly differentiate the stakeholder groups such as, for exam-
ple, internal and external stakeholders (Hill and Jones, 2001), or primary and secondary stake-
holders. Internal stakeholders in construction project are comprised of project owner, clients, 
project leader, and core team members such as designers and contractors, suppliers and sub-
contractors. Meanwhile, external stakeholders include the regulators such as local and national 
authorities, the public and community groups, fi nancier, the media, end users, and other inde-
pendent concerned groups with special interests. Each group of stakeholders has different inter-
ests and objectives in the project. In addition, they also have different infl uences on the success 
of project. As such, it is important to know their different expectations and level of attention as 
well as to determine to what extent they could and would exert infl uences.

Since construction stakeholders can effectively contribute to success of project, it is also 
essential to prioritize the stakeholder to which project management team needs to pay more 
attention to. Stakeholder management is the process to identify stakeholders and win their 
support. For the purpose of planning management strategies, stakeholders can be defi ned as 
‘key’ or ‘nonkey’ (Tasmanian Government, 2005). If the project is to be successful, the interests 
of key stakeholders, who will be positively or negatively affected during the project or on suc-
cessful completion of the project, must be recognized. By contrast, the nonkey stakeholders will 
also be identifi ed, but their needs do not have to be recognized for the project to be successful. 
Nevertheless, successful completion of project deliverables inevitably depends on the skills of 
managing relationship with stakeholders. As such, a critical skill of successful project managers 
is the ability to understand various stakeholders’ power and infl uence which may be hidden or 
apparent (Bourne and Walker, 2005b). Understanding the stakeholders’ nature and contribu-
tions on project is achievable via a useful technique of stakeholder analysis.

Stakeholder analysis is an approach used to identify and describe stakeholders based on their 
attributes, interrelationships, and their interests related to a given issue. It is used for under-
standing the system by identifying the key actors or stakeholders in the project and assessing 
their respective interest in that project (Grimble and Wellard, 1997). Stakeholder analysis is 
used for a variety of purposes, including management of change, risk, project’s key issues, and 
promotion of project activities. Stakeholder analysis is therefore carried out to empirically dis-
cover existing patterns of interaction and analytically improve interventions. It is also used as a 
management tool in policy-making and as a tool for confl ict prediction. As stakeholder analysis 
seeks to differentiate and study stakeholders on the basis of their attributes, the criteria appro-
priate for prioritizing stakeholders of specifi c situation may include relative power and interest 
of each stakeholder (Mendelow, 1991); their collaborating and threatening potentials (Savage 
et al., 1991); and importance and infl uence they have (Grimble and Wellard, 1997).

Stakeholders’ power refers to their actual ability to infl uence the project, while the interest 
refers to their desire to infl uence. A stakeholder with both higher power and interest is considered 
to have more infl uence than one with lower power or interest. Stakeholders with low potential 
for threatening but high potential to collaborate means that they are supportive, while the non-
supportive stakeholders have low potential to collaborate but high potential to affect the project.

Stakeholder infl uence is defi ned as the extent to which a stakeholder is able to act on 
project operations and therefore affect project outcomes. Assessing the infl uence and 



 Strategies and Tactics for Managing Construction Stakeholders  123

importance of each individual or group of stakeholder is a signifi cant step in stakeholder 
analysis. This assessment helps project managers to prioritize the project stakeholders in 
order to appropriately deal with them. As infl uence is a measure of stakeholders’ power, the 
extent of control over the project resources and the extent to which stakeholder informs the 
decision-maker are considered as factors likely to lead to higher infl uence. Comparatively, 
stakeholders’ importance is defi ned as the extent to which stakeholders’ problems, needs, 
and interests are affected by project operations or desired outcomes. If important stakehold-
ers are not assisted effectively, then the project cannot be deemed as successful. Based on 
these defi nitions, primary stakeholders are regarded as both important and infl uential. On 
the other hand, those who are prioritized as secondary stakeholders are either important or 
infl uential, but not both.

Stakeholder analysis can then help in analyzing and managing the project stakeholders 
effectively. That is, stakeholders’ objectives and behavior are understood, their power is rec-
ognized, and strategies implications with stakeholders are anticipated. Furthermore, stake-
holder analysis also helps in determining alternative strategies that are likely to contribute 
to project success. Besides attaining the established strategies’ effect on the success of each 
group of stakeholders, the analysis of stakeholders also provides mapping of relationships 
between stakeholders. Stakeholder management is then associated with stakeholder analysis 
in the process of strategies formulation and control of the ensuing activities (Harrison and 
Caron, 1996).

In summary, strategies and tactics for managing stakeholders start with defi ning and iden-
tifying stakeholders. Generally, there can be various defi nitions of the term ‘stakeholders’ of 
the project. Such variations can lead to diffi culties in ensuring involvement of all appropri-
ate groups into project planning and operation. According to Cleland (1998), the internal or 
primary stakeholders are those directly involved and having contractual relationship to the 
project, while the external or secondary stakeholders are all interested groups but not directly 
involved to the project or contractually engaged into the project’s transactions. However, 
regarding the project management purposes, the classes of stakeholders should make little 
practical difference as they have to be identifi ed, their needs must be understood, and their 
potential effect on the project should be assessed.

8.3 Relating and communicating with stakeholders

Relationships in construction projects are those relationships between stakeholders and 
project managers as well as the relationships among the project stakeholders. Perceptions 
and expectations of stakeholders, the nature of the stakeholders’ relationships with the 
project team, and the project manager’s capability and willingness to effectively manage 
such relationships can strongly have infl uence on the project’s success and failure (Bourne 
and Walker, 2005a). As such, the stakeholders’ relative infl uences need to be assessed and 
their expectations need to be understood in order to defi ne appropriate procedures of 
stakeholder engagement. In addition to the effective engagement of stakeholder which 
helps in anticipating and solving the problems, understanding stakeholders’ relationship 
is very important in implementing the established stakeholder management strategies.

Stakeholder relationships are related to two common situations. Firstly, harmonious sit-
uations are those in which stakeholders share enough consensuses around an issue to col-
laborate. Secondly, stressful situations are those in which stakeholders may be in confl ict. 
Since project stakeholders have different interests and different infl uences in the project, 
the project manager has to monitor and manage them effectively to ensure that their 
adverse actions do not affect project success. Management of stakeholder relationships 
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induces a set of changes that require proactive change and development of relationships 
within the project (internal stakeholders’ impact) and at the interface with other parties 
involved with the project (external stakeholders’ impact).

Stakeholder relationships may be contractual or noncontractual. The corporate activ-
ity links some stakeholders through explicit contracts, while other interested parties are 
noncontractual or involuntary. Nevertheless, some parties involved may be yet unaware of 
their relationship until they experience some specifi c events or impacts such as economic 
benefi ts or environmental harms as a result of construction operations. The project man-
ager cannot, therefore, ignore this aspect of corporate relationship with external stakehold-
ers. To really understand the relationship with key stakeholders, a good project manager 
will attempt to build good relationships with the key stakeholders. Successful managers 
develop stakeholder relationship plans that include relationship matrices and communica-
tion charts. In fact, project managers must always ensure clear communication channels 
with stakeholders. As such, emphasis should be placed on communication channels being 
made available for all stakeholders.

The success of construction project is linked to the strength of the stakeholders’ rela-
tionships that can be created by effective, regular, planned and ad hoc communication with 
all groups of stakeholders (Bourne and Walker, 2005b). Erroneous information conveyed 
to stakeholders can also result in serious problems to the project. Managing communica-
tion between construction stakeholders is therefore considered as an important process. 
Building and maintaining relationships with stakeholders can be successfully achieved 
through effective communication, which also creates higher possibility of maintaining 
stakeholders’ support and commitment (Bourne, 2006). Besides, active communication 
channel will effectively maintain ongoing relationships with stakeholders and prevent 
risks of miscommunication, interference without adequate consultation, insuffi cient sup-
port, and poor delivery of project information. As such, it is essential that information 
generation, storage, dissemination, and disposition on construction projects are carried 
out timely and precisely in an appropriate manner.

The most effective method of ensuring adequate communication with stakeholders is to 
develop a communications management plan that outlines the project’s periodic meetings or 
other methods of communicating project data to the stakeholder. The plan should facilitate 
conveying of stakeholder opinions to project team members. Besides, it should also be noted 
that face-to-face meetings are still the best way to communicate with construction project 
stakeholders (Tasmanian Government, 2005). The project manager will be more capable of 
reading the body language of stakeholders in order to better gauge their individual levels of 
satisfaction with project activities.

In summary, the key to monitoring stakeholder relationships within a project environment 
is to fi rstly identify the key stakeholders. Having identifi ed stakeholders through the stake-
holder matrix created during the project’s initiation, the project manager should then utilize 
the attained stakeholder map to better understand the relationships among various stakehold-
ers on specifi c problems. When the type of relationship is understood, the manager will know 
what strategies to be used in managing and dealing with stakeholders.

8.4 Strategies for managing construction stakeholders

Stakeholder strategy provides a means and direction to accomplish the goals, objectives, 
and mission of the stakeholders. The project management also needs strategies in dealing 
with and managing different types of stakeholders. Knowing the interest of the stakeholder, 
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whether it is supportive or adverse to the project, is useful for establishing stakeholder man-
agement strategies. As aforementioned, prior to development of project strategies, identify-
ing stakeholders is the primary task because all important decisions will be affected by the 
groups of internal and external stakeholders. Stakeholders’ strengths and weaknesses should 
be assessed in order to determine the effi cacy of their strategies. Then, managers can develop 
their own strategies to manage stakeholders accordingly. That is, potential stakeholders 
should be defi ned since the initial stage of construction project life cycle. The project manage-
ment team then needs to discuss in order to fi nd and modify strategic issues, which develop 
over time, and determine the changes of stakeholders’ perception.

In the construction industry, different strategies should be used in order to manage dif-
ferent groups of stakeholders (Jawahar and McLaughlin, 2001). The project manager 
needs to analyze and focus on particular stakeholders at each stage of a project’s life cycle. 
Stakeholders’ infl uence strategies can be used to examine the relation among stakeholders. 
The type of identifi ed relationship will then indicate which strategies should be used to deal 
with the project stakeholders. According to Weiss (2003), strategies and tactics developed to 
cope with stakeholders include:

approach each stakeholder directly or indirectly;
do nothing, monitor, take offensive or defensive with certain stakeholders;
determine whether to accommodate, negotiate, manipulate, resist, avoid or wait, and see 
with specifi c stakeholders;
combination of strategies.

Stakeholders with strong infl uence and interests need more delicate attention. To accom-
modate specifi c stakeholders, as an example, in an infrastructure development project, the 
owner/planner (the government agencies and/or the private organizations) may decide to 
initiate and employ the stakeholder participation plan to build good relationship with local 
communities and the general public. This plan addresses and involves stakeholders in both 
the project planning and the ongoing activities. The plan suffi ciently describes how inter-
ested citizens can be involved in project proposal and approval or stay involved after the 
project execution is in place.

Negotiation with important stakeholders is needed when their interests are neglected or 
violated in many forms such as, for example, failing to conduct suffi cient study on environ-
mental impacts, providing incorrect fi nancial information to the internal stakeholders, and 
offering unsatisfactory compensation to landowners. These practices of mismanagement 
inevitably lead to undesirable consequences in construction projects. To handle such situa-
tion, the management needs to prepare a structured procedure to negotiate with the affected 
important stakeholders. A good ‘corporate governance’ system can also be employed for 
defusing stakeholder confl icts and avoiding project protests.

Strategies to manipulate stakeholders are employed to deal with some groups of stakehold-
ers who are analyzed as having ‘less power’ to the project. Manipulation encompasses tactics to 
infl uence or control stakeholders. In such situation, the project management has much power 
and can further increase such power. The stakeholders are not involved in active participa-
tion such as project decision-making. Oftentimes, the project management chooses to perform 
activities, such as public relations, to manipulate perceptions of the stakeholders. The manage-
ment may also exert some degrees of resistance against stakeholder pressures. However, where 
stakeholders have more power, project management should concede to stakeholder pressure.

Where the power relationship between managers and stakeholders is more in balance, con-
struction organizations generally avoid pressure generated by a certain group of stakeholder 
by reducing power of that group. This can be done by forming alliance with other groups of 
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stakeholders or concealing facts about the project. Besides, stakeholder pressure can also be 
avoided by trying to escape from such pressure through stakeholder diversifi cation (Oliver, 
1991). For example, in a construction project, the project manager may consider supplier 
diversifi cation in order to reduce the power of a highly infl uential supplier.

8.5  Developing and implementing stakeholder 
management strategies

8.5.1 Importance and infl uence of stakeholders

The information from stakeholder data analysis is collected to develop a strategy for han-
dling stakeholders. In developing strategies, the managers have to make assumption regard-
ing the stakeholders and then evaluate the assumption by rating its importance and certainty 
which has signifi cant impact on the strategy. Importance rating is a guide to the amount of 
driving or resisting force on assumption exerts on the strategy. Meanwhile, certainty rat-
ing is a guide to the amount of knowledge the manager currently has about assumptions 
made on stakeholders. These ratings reveal stakeholders’ level of signifi cance and help in 
handling possible uncertainties such as inconsistent stakeholders’ support resulting in risks 
that affect project decision-making. Therefore, the signifi cance of each stakeholder should be 
analyzed based on their level of interest, infl uence, impact, and support. To effectively man-
age stakeholders, the key stakeholders should always be regarded as the driving factor in 
the adopted strategy. As such, the project manager needs to get them to share their views 
about the project, and communicate with them on a regular basis. Similarly, strategies can be 
implemented to defend against desirable actions or infl uences of key stakeholders.

To effectively employ strategies for managing stakeholders, primary stakeholders must be 
fully engaged in the governance and steering of project needing to succeed, while secondary 
stakeholders need to be actively managed during the project (Grimble and Wellard, 1997). 
As seen from Figure 8.1, stakeholders with high infl uence and importance are considered as 
the fi rst priority for management focus. By contrast, stakeholders with low importance and 
infl uence require the least management effort.

If stakeholders are found to be supportive, having high potential for cooperation, the 
‘involve’ strategy is used. Supportive stakeholders include the fi rm’s employees, suppliers, 

Figure 8.1 Stakeholder power/interest and importance/infl uence matrix (adapted from Grimble and 
Wellard, 1997; Newcombe, 2003).
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board members, vendors, and the company. If the stakeholders are nonsupportive, the ‘defend’ 
strategy is used to retain interest and reduce dependence on that stakeholder. If the stakehold-
ers are found to be mix-blessing, i.e., having high potential for threat and cooperation, the ‘col-
laborative’ strategy is used. If the stakeholders are marginal, i.e., having low potential for threat 
and cooperation, the recommended strategy is to monitor, wait, and see until they move to 
other categories.

8.5.2 Power and interest of stakeholders

Besides the technical issues, project managers also need to know how to use their power to 
strive for the project’s success. It is also necessary to evaluate to which extent the stakehold-
ers will exert their power on the project. Johnson and Scholes (1999) and Newcombe (2003) 
suggest that stakeholder mapping technique, using the power/interest matrix (as shown in 
Figure 8.1), is a useful tool for evaluation of the impact of particular stakeholders. It analyzes 
the stakeholders’ level of interest in impressing their expectation on the project’s decision as 
well as their willingness and power to follow their intention. Grouping stakeholders with the 
power/interest matrix therefore enables construction project managers to create clearer per-
spectives on the effects of communication and relationships between construction stakehold-
ers upon the project implementation.

If stakeholders neither have a high own interest in project plans nor do they have power to 
exert much impact, the project managers should keep them informed to the necessary extent but 
should not invest too much effort in them. Meanwhile, if the stakeholders have high interest in 
the project and its actions but are having limited means to infl uence things, it is advisable to keep 
them informed about the issues they are interested in, as they could be valuable allies in impor-
tant decisions. If it is found that the stakeholders have high power to make decisions or impact 
on the project but they behave passively and show low interest in corporate affairs, it is therefore 
necessary to analyze their potential intentions and reactions in all major activities and to involve 
them according to their interests. In this case, the relationship with stakeholders could be dif-
fi cult. The fi nal category is the stakeholders with high interests and power. This group has to 
be involved in all relevant activities. A government agency granting public–private partnership 
(PPP) concession is an example of a high power/high interest stakeholder.

8.5.3 Stakeholder coalition and participation

The stakeholder coalition is not static because time and event can change stakeholders. 
As such, it is also essential to monitor the shifting of coalitions. Today’s highly involved 
stakeholders may be less involved tomorrow. Issues that are most salient at one time may 
be replaced by other issues at another time. The monitoring task requires periodically 
reviewing project stakeholders, drawing stakeholder maps, and revising the project’s stake-
holder–issue matrix. Managers need to be aware of and responsive to stakeholders’ interests 
and infl uence shifts. The fi rst sign of a rising public issue is confl ict or confrontation with 
stakeholder groups. The project manager’s political skills will be a useful attribute to assure 
maximum satisfaction among construction stakeholders (Wit, 1988).

8.5.4 Levels of stakeholder management

Although there are many different approaches to stakeholder management, they can be 
categorized into four levels to manage construction stakeholders.
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1. Inform. This level expresses minimal effort of stakeholder involvement in the project. 
Secondary stakeholders with lower infl uence but higher importance need to be kept 
informed of decisions taken that may affect them directly. It is unlikely that they would 
play an active role in making those decisions. However, were they to highlight a particu-
lar issue with a decision, it is likely that serious consideration would be given to refi ning 
the decision made.

2. Consult. This is the way to keep stakeholders informed about the project. Since the sec-
ondary stakeholders with higher infl uence but lower importance need to be ‘kept on 
board,’ they should be consulted in order to seek their opinions and input for key deci-
sions that directly or indirectly affect them. It is unlikely that the strategy will be altered 
as a result of such consultation, but tactics may be well adjusted to maintain higher 
levels of commitment.

3. Involve. Despite their low infl uence, stakeholders with high importance essentially need to 
be involved in all activities in the project according to their interest since they have power 
to make decisions that impact the project. The management should work directly with 
these stakeholders to ensure that their concerns are consistently understood, considered, 
and refl ected in the developed alternatives. As long as their interest is achieved, they are 
kept satisfi ed and retain passive rather than active interest in the project.

4. Partner/collaborate. Since the primary stakeholders have high infl uence and importance to 
project success, they are likely to provide the project ‘coalition of support’ in planning 
and implementation. As such, they should be treated as partners to increase their engage-
ment and commitment. This can be achieved by revising and tailoring project strategy, 
objectives, and outcomes if necessary to win their support.

These four levels of stakeholder management should be applied, according to the stake-
holder management objectives, as a result of stakeholder analysis. When appropriately 
applied to stakeholders, the relationship is strengthened with more committed and satisfi ed 
stakeholders.

8.6 Useful tactics for construction stakeholder management

Essentially, project managers should exert their utmost leadership and managerial capa-
bility as well as tactical expertise to strive for coordination and commitment from stake-
holders. There are tactics that are useful for deployment alongside various strategies of 
stakeholder management for mapping and analyzing stakeholders, managing stakeholder 
relationships and communication, achieving and sustaining stakeholder commitment, and 
satisfying stakeholders. The most important stakeholder must be identifi ed and given the 
highest priority to pursue strategies that satisfy their needs through stakeholder analysis. 
Since stakeholder management activities can consume project resources, these activities 
should therefore concentrate on what will contribute to the project’s success or where lack 
of communication will lead to failure.

8.6.1 Tactics for stakeholder analysis

The starting point is that those entities that have an interest in a project must be identifi ed 
and the nature of their interests analyzed. Stakeholders can be identifi ed, categorized, and pri-
oritized by using several techniques including interviews with experts, brainstorming with 
project team members, and the use of checklists (Karlsen, 2002). A common mistake is com-
mitted by thinking that stakeholders are only those individuals who are decision-makers 
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within the construction project. Nowadays, it is very risky and professionally unacceptable 
to undertake the project without a thorough understanding of every interest that is held in 
the project.

Stakeholder analysis is best carried out by the project team in consultation with potential 
stakeholders or representatives of potential stakeholder groups. The stakeholder analysis 
should be in the forms of foundation analysis (at project initiation), regular updates (at the 
end of every phase), and ad hoc updates (whenever there has been a change to stakeholder 
environment). In the stakeholder analysis, the created stakeholder matrix should contain 
information about each stakeholder such as role in project, role in organization, communica-
tion style or approach, support of project, relationship to other stakeholders, and any other 
pertinent information that will enable the project manager and project team, to effectively 
manage the stakeholders. Concerted effort is required to control and direct the management 
of stakeholders within and across the project management structure.

Application of the stakeholder mapping approach has valuable implications for project 
managers in assessing whether the political/cultural situation is likely to undermine the 
adoption of a particular project strategy, whether careful consideration is needed to pursue 
project strategies to reposition certain stakeholders, and the extent to which it is necessary, in 
order to ensure successful project implementation, to assist or encourage such stakeholders 
to maintain their level of interests and power. That is what is meant by keeping stakeholders 
informed and satisfi ed according to their identifi ed power and interest in the power/interest 
matrix. The prioritization approach therefore enables the project team to ensure that the key 
stakeholders’ expectations are understood, acknowledged, and managed.

Concisely, the process of stakeholder analysis comprises major steps including:

1. make a list of all stakeholders across the project establishment (i.e., identifying and priori-
tizing stakeholders as well as mapping their relationship and coalition);

2. determine stakeholder interests, importance and infl uence (i.e., assessing the nature of 
each stakeholders’ attitude, interest, confi dence, and power);

3. assess their ability to participate and fi nd ways to involve them (i.e., constructing a matrix 
of stakeholder priorities, integrating stakeholders information obtained into the estab-
lishment of mission and goals, developing specifi c strategies and tactics, and monitoring 
shifting coalition).

In summary, tactical stakeholder analysis should include stakeholder identifi cation, classifi -
cation, and prioritization in order to review and analyze the nature of each group of stake-
holders. These tactics help to confi rm whether they are key or nonkey stakeholders. Besides, 
it reviews what is required to engage the key stakeholders in the project and gain their 
commitment, and how to communicate with them.

8.6.2 Tactics for management of stakeholder 
relationships: communication approach

Having identifi ed the right stakeholders to engage, it is essential to understand their capa-
bility and willingness in order to manage relationships among stakeholders. Understanding 
that different stakeholders have different expectations of the project is the key to forma-
tion of successful project relationships. Bourne (2006) suggests that an important aspect 
of managing the project environment is to understand the direction of infl uence in which 
the project manager and management team must operate to realize the project successfully. 
The infl uential directions include managing forwards (anticipating and planning); back-
wards (developing and maintaining control systems, historical records, and the explicit 
and implicit knowledge of others); upwards (developing and maintaining relationships 
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with senior managers whose support is vital and important to project success); downwards 
(managing the team); inwards (seeking feedback from stakeholders about the project, project 
management matters, and practitioner refl ection and learning); sidewards (managing project 
manager’s peers to ensure collaboration rather than competition); and managing outwards 
(addressing the needs and impact of a large group of the project’s external stakeholders.

Thus, useful tactics for successfully managing stakeholder relationships are to develop plans 
that include internal relationship matrices and communication charts along with standard 
supporting communication plans. The communication strategy is therefore aimed at ensur-
ing ongoing commitment and support by all key stakeholders for all aspects of the project. 
Communication, formal or informal, may be in the verbal, written, and electronic forms. Project 
meetings, project plans and reports, informal discussions, and formal presentations are consid-
ered appropriate ways of communication. With respect to the project objectives and expected 
outcomes, the purpose of understanding the current situation of each stakeholder can be 
achieved by undertaking a series of stakeholder interviews and opinion surveys. Particularly, 
it is essential that the relationships between construction project managers and stakeholders 
must be well understood in order to successfully engage stakeholders. A study on relationship 
management of construction project partnered by stakeholders from private and public sec-
tor also suggests that the proactive management of stakeholder relationships should be greater 
given strategic and tactical consideration, specifi cally focused at the client interface (Smyth and 
Edkins, 2007). Such action helps the project managers to manage poor relations as they emerge.

8.6.3 Tactics for achieving and sustaining stakeholders’ 
engagement and commitment

A construction project should ideally have engaged and informed stakeholders who actively 
support the project’s objectives and outcomes. Stakeholders’ engagement can explain how 
well they understand the project’s challenges and the strategies being used to overcome 
them while stakeholder commitment indicates level of the stakeholder support. As such, 
lack of understanding results in low engagement and the hostile stakeholder certainly pro-
vides weak support. To maintain stakeholder engagement, an active response to stakehold-
er’s needs is essential. The project manager needs to involve the relevant stakeholders in the 
project planning processes. Strategies must be defi ned for each stakeholder and translated 
into action.

The Tasmanian Government (2005) recommends the following tactics for achieving and 
sustaining stakeholder commitment:

1. Provide active involvement of all stakeholders who can affect, and be affected, by the 
project early in the project defi nition and planning stages.

2. Legitimize the project manager’s action in the realization of the project’s benefi ts and out-
comes. Creditability and trust should be engendered by establishing good personal rela-
tionships, illustrating that project actions are being seriously driven by the stakeholders’ 
needs, using consultant’s recommendations or the established formal methodologies to 
support the project, and involving senior executives as project champions in lending the 
project authority.

3. Implement early communication and persuasion. The communication strategy should 
appreciate stakeholders’ differences and cater for their requirements.

It can be seen that project stakeholder management requires enthusiasm and commit-
ment. Leung et al. (2004) investigated the impacts of commitment amongst major project 
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stakeholders and reported that high affective commitment induces high performance and 
satisfaction while the continuous commitment provokes intention to resign from the fi rm. 
Thus, due to the dynamic nature of construction project and its stakeholders’ relation-
ships, the project management team should regularly update changes and assessment of 
the stakeholders’ relationship and level of engagement and commitment throughout the 
construction project life cycle.

8.6.4 Tactics for increasing stakeholders’ satisfaction

In reality, all stakeholders are interested in satisfying their expectation (Doyle, 1994). They 
feel dissatisfi ed when the organizational performance or resource transactions are insuf-
fi cient to meet their minimum expectations. The external stakeholders may be satisfi ed if 
only they are adequately informed about the project (Manowong and Ogunlana, 2006). It 
is already recognized that project management process plays a critical role in ensuring suc-
cessful delivery of construction project. Besides measuring project’s success by comparing 
project’s established goals with the project’s fi nal outcomes, evaluating the satisfaction of 
project stakeholders is another way to measure success of the project (Long et al., 2004). As 
such, it is essential to identify factors that critically affect the construction stakeholders’ satis-
faction with the project management process, because the management mechanism directly 
affects the satisfaction of construction project stakeholders (Leung et al., 2004).

Serving and satisfying stakeholders’ expectation is not an easy task. It can be diffi cult to 
satisfy all groups of project stakeholders as the project supporters and opponents may have 
different levels of satisfaction with the project management depending on their process and 
outcome objectives during participation in the project activities (Manowong and Ogunlana, 
2006). Managing to meet expectation of one group of stakeholders may bring dissatisfactions 
to other groups (Wheelen and Hunger, 2000). The project managers should therefore try to 
acknowledge the project’s relevant concerns to all stakeholders as much as possible in order 
to satisfy every party or at least cater to their minimum requirements. Stakeholders’ expecta-
tions can be fulfi lled and satisfi ed if they are known early. In doing this, the opposing stake-
holders may become more satisfi ed. As such, always keeping the key stakeholders informed 
of project information and decision-making is a useful tactic to satisfy construction project 
stakeholders, particularly in a construction project that has much impact on the public. Using 
open and trustworthy communication with the media and the affected stakeholders is also an 
essential tactic to make these groups satisfi ed with information given (Olander and Landin, 
2005). Therefore, appropriate management mechanism is needed to avoid, manage, or allevi-
ate confl icts on the project, to ensure stakeholder commitment and to improve stakeholder 
satisfaction.

8.6.5 Tactics for establishing stakeholders’ common goals

It is also essential to investigate interrelations between stakeholders’ commitment and satis-
faction with the project goals and management mechanism, because the properly established 
project goals ensure that the stakeholders’ requirement are well understood and satisfac-
torily fulfi lled. It should be noted that, only when stakeholders are committed to the goals 
that are mutually accepted, will their high performance be achieved. Common goals refer to 
common interest of project stakeholders and they can be related to societal, economic, and 
environmental interests. Such common goals can be established through participation and 
dialogue. For example, in the development of rapid transit system in a city, stakeholders may 
have agreed on their common goals of economic development and environment protection. 
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The affected local citizen gives the developer their consent to construct infrastructures but 
the developer is obliged to comply with environmental protection requirements. In design 
and construction phases, project owners can establish a procedure for stakeholder partici-
pation at agreed stage to fulfi ll external stakeholders’ need to have infl uence in expressing 
their views on the project. At the same time, with an established common goal of informa-
tion exchange, it is an opportunity to obtain valuable inputs from the external stakeholders. 
It should also be noted that bad timing of stakeholder involvement may lead to stakeholders’ 
frustration and less capability to deliver win-win solutions to stakeholders’ interests.

Since contributions from project stakeholders are essential and needed to ensure success, 
the project manager needs to balance the interest of stakeholders and address them harmo-
niously. The stage before awarding the contract or the concession is the most appropriate to 
arrange intensive stakeholder involvement and balance stakeholders’ interests. For example, 
in a PPP project, the government’s interests are in terms of the amount of project subsidies, 
while the private sector’s interests are in terms of potential benefi ts from the project. At the 
same time, the public interests are in terms of project’s usage charges and benefi ts from using 
the project facilities while the local community’s interests are in terms of preventive meas-
ures to alleviate project impacts on themselves and the surrounding environment. Balanced 
interests of stakeholders can be achieved by consultation and negotiation process. The inter-
est groups attending the meeting should also be balanced according to their priority obtained 
during the stakeholder analysis. However, if the multiple parties cannot be balanced accord-
ingly for stakeholder involvement in the cycle of project development, the manager needs to 
clarify the stakeholders’ roles and responsibilities toward the project and try to enforce them 
through some form of contractual obligation. Again, to prevent confl icts, methods of nego-
tiation, particularly with the group leader or representatives, can be employed to facilitate 
such action. It should be kept in mind that, when establishing the common goals, none of the 
stakeholders be excluded from the related project management activities.

Stakeholders’ needs and opinions can be obtained through participation process, such as 
a public hearing, that is appropriately arranged during the project’s life cycle. Public hear-
ing is a participation mechanism that allows a large community of stakeholders, particu-
larly the general public, to be involved in construction projects. It is regarded as one of the 
Interaction and/or Information exchange techniques of public participation. At public hearings, 
project managers have the opportunity to explain the purposes and constraints of projects 
and receive inputs from the public, especially the affected persons and potential users, before 
making major decisions regarding the project. Public hearings, therefore, provide oppor-
tunities to project stakeholders to present information, express concerns, present facts, and 
voice opinions, both in support of and in opposition to construction projects. As such, a pub-
lic hearing is a useful venue for stakeholders to mutually communicate their desired goals. 
Through constructive discussions and mutual agreements, stakeholders’ common goals can 
be established through public hearings.

However, public hearing can prove ineffective if it is not thoroughly planned and well 
conducted such that it could fail to constitute meaningful participation. To achieve effective 
public participation, project managers must devote time and resources to prepare for and 
execute public hearings. For example, the hearing must be conducted before major decisions 
on the project are made, and project information must be adequately provided to project 
stakeholders (Manowong and Ogunlana, 2006). If differences in opinion exist and the com-
mon goals are unlikely to be achieved at the hearing, negotiation with stakeholders must be 
carried out. To avoid damages to project’s image and delays due to protests, the manager 
should make the effort to consult key project stakeholders in order to plan and conduct pub-
lic hearing that is acceptable to all. Although conducting public hearing can be costly and 
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time-consuming, public hearing is a good channel to transparently inform and adequately 
educate stakeholders to have broad understanding of the necessity for and the impacts of a 
project. The goal of public hearing is to encourage all the parties that are infl uential in and/
or affected by a construction project, to contribute meaningfully into defi ning and realizing 
the project’s objectives, ensuring sustainable benefi ts, and establishing common goals with 
mutual respect accorded to the interests of all stakeholders.

8.7 A compendium of tips

Construction project stakeholders express various needs and expectations about the project. 
These interests are often in confl ict and it is highly unlikely that they will all be fulfi lled. To 
effectively manage stakeholders in construction, stakeholders’ need and expectations are 
evaluated based on the concept of stakeholder analysis that should include formalized identi-
fi cation and prioritization of project stakeholders. Identifying stakeholders helps the manager 
to know which groups of stakeholders are directly and indirectly involved in the project, to 
understand the interests and expectation of each group, and to forecast project stakeholders’ 
behavior and its effect on project outcome. Prioritizing stakeholders enables the project man-
agers to appropriately deal with stakeholders according to their power and infl uences to the 
project. Important and infl uential stakeholders are given priority such that their needs and 
expectation are adequately fulfi lled. However, the rest of stakeholder groups must be handled 
appropriately according to their level of power and interests by applications of four major 
strategic management approaches, i.e., inform, consult, involve, and collaborate. Whatever 
approach is chosen, it must be conducted very early in the project life cycle.

Strong relationship with stakeholders is linked to project success. Effective communica-
tion helps the project managers to build and maintain good relationships with stakeholders. 
In order to defi ne an appropriate procedure for stakeholder engagement, the stakeholders’ 
relative infl uences need to be assessed and their expectations need to be understood. A good 
project manager will attempt to build good relationships with the key stakeholders in order 
to really understand the needs and expectations of the stakeholders. Stakeholder relationships 
plans should include relationship matrices and communication charts. Besides, the availabil-
ity of communication channels should be emphasized. In particular, the generation, storage, 
dissemination, and disposition of information in construction project must be essentially car-
ried out timely and precisely. Without effective communication, key stakeholders could miss 
out on vital information and may not understand why change is needed. Periodic meetings or 
other communication methods should be clearly planned and outlined in the project’s com-
munications management plan. Although the expectations have been clarifi ed with project 
stakeholders, it is still necessary to carry out communication management in order to ensure 
that stakeholders are kept up-to-date on the project’s status. Further, the issues arising during 
the project evolution need to be addressed and resolved with the respective stakeholders.

Stakeholders with good understanding on the project objectives are more engaged in the 
project. Similarly, stakeholders that are more committed to the project provide strong sup-
ports to the project. To improve stakeholders’ engagement and commitment, the relationships 
with stakeholders should be regularly monitored and assessed. Involvement of appropriately 
prioritized stakeholders must be done early and proactively, with established trust and cred-
itability as well as project authority lent by senior executives in the project. Stakeholders’ 
requirements should be catered and differences among them should be appreciated by com-
munication strategies. Stakeholders are satisfi ed when their minimum expectations are met. 
However, satisfying all groups simultaneously can be diffi cult. As the stakeholders may have 
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different aspects of satisfaction, the managers should acknowledge concerns relevant to the 
project to all stakeholders as much as possible. If the stakeholders’ requirements are known 
early and effectively fulfi lled, the stakeholders then become more satisfi ed, particularly those 
stakeholders who oppose the project. Constructive use of the media is also a useful tactic 
to increase stakeholders’ satisfaction. Figure 8.2 presents a chart showing the objectives and 
strategies for effectively managing construction stakeholders.

It is important to be aware that different stakeholder management approaches are appro-
priate for different types of stakeholders. Stakeholder management varies depending on 
project stages. During the planning and implementation phase, stakeholder management 
is mainly at ‘Inform’ and ‘Consult’ levels. During design and construction phase, the envi-
ronmental impact study should also ‘Involve’ the external stakeholders. This stakeholder 
involvement can extend to the ‘Collaborate’ level. For example, the management levels at the 
operational phase are ‘Inform’ for general issues and ‘Collaborate’ for highly technical issues. 
Similarly, key stakeholders are required to ‘Collaborate,’ while other stakeholders with less 
signifi cance need only to be informed.

There are particular and important concerns for construction stakeholder management 
strategy on international development projects in which stakeholders belong to different 
cultures, political risks, and demanding local constraints. For example, the foreign manag-
ers have to fi rst build trust and create good relationship with the local employees. It is also 
essential to study the politics and bureaucracy of local government. It is possible that local 
government follows excessively bureaucratic procedure for government approvals. In addi-
tion, the managers should also consider the competency and commitment of local suppliers 
to deliver quality construction materials on time as required.

To foster collaborative working, it is primarily recommended that greater strategic and 
tactical consideration be given to the proactive management of relationships. Interpersonal 
relationships and communication with key stakeholders may be differently critical or signif-
icant, depending on the required specifi c knowledge, skills, and competencies involved. In 
addition, the project managers should also be constantly aware of the key factors to project 
success. Stakeholder management plan should be reviewed periodically. Any changes occur-
ring should be updated on timely basis. If the strategy is not working, it should also be 
reviewed and updated. All development stages should be transparent and accountable espe-
cially where external stakeholders are excluded from the decision-making.

Formal forms of communication such as reports of progress, constant or frequent calls or 
meetings will make stakeholders feel that their interests are being met. However, allowing 
dissatisfi ed stakeholders to intervene can lead to disaster. That is, actions from low-interde-
pendency stakeholders comprising local communities, councils, and other interest groups 
can be problematic when they express their dissatisfaction by engaging in harassing moves 
toward project. Such harassing moves include exposing confl ict issues widely to the public 
through formal media such as newspapers, television, radio, and probably organizing pro-
tests and demonstrations. Subsequently, other groups of stakeholders are likely to be trig-
gered to pay attention to those issues. As a result of such harassing actions, it takes longer 
time to secure wider public support in order to carry on the project. Project delays due to 
court cases are also undesirable consequences.

Regarding stakeholder communication, both good and bad news regarding the project to 
various members of the stakeholder groups should be communicated in meaningful ways. 
Informal communications such as conversations, discussions, and informal memos are gen-
erally not included in the project’s communication plan. Nevertheless, the informal commu-
nication can be very effective in promoting unity of purpose and action within project teams 
and also improving understanding between project teams and other stakeholders. Informal 
communication channels such as interpersonal relationships are quite powerful such that it 
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Figure 8.2 Chart of strategic stakeholder management.

Core objective 

Stakeholder management
objectives  

Stakeholders 

Needs/
expectations 

Strategies 

Tactics 

Tips 

• SA : Use power/interest and influence/importance matrices
• SR : Employ public participation techniques at stages of project
• SC : Create sense of project ownership/partnership
• SS : Integrating stakeholders’ interests into project management
  and keep them informed of project information and decision-
  making

Manage construction stakeholders effectively

• Formalize stakeholder analysis (SA)
• Strengthen stakeholders’ relationships (SR)
• Sustain stakeholders’ commitment (SC)
• Increase stakeholders’ satisfaction (SS

Primary/internal Secondary/external

• SA : Identified, classified and prioritized as key stakeholders
• SR : Relationships effectively managed
• SC : Fully engaged and committed to project goals
• SS : Successful project completion with achieved targets of
  time, cost, and quality

• SA : Clear identification and classification of stakeholder
  potentials and expectations
• SR : Building and maintaining good relationship through
  effective communication
• SC : Attain high affective commitment for high performance
• SS : Assure maximum satisfaction with project management

• SA : Use power/interest and influence/importance matrices
• SR : Face-to-face meetings
• SC : Use manager’s social and political skills, create trust and
  creditability, provide active involvement, communicate early
• SS : Identify factors critical to satisfaction with project
  management process

• SA : Be formally recognized by the project management
• SR : Formation of a network of relationships 
• SC : Be concentrated for support at different stages of the project
• SS : Interests and expectations are considered and incorporated
  into project’s decision

• SA : Investigating stakeholders’ perceptions, expectations, and
  their potentials for ‘support’ or ‘opposition’ to the project
• SR : Providing opportunity for two-way communications
• SC : Attaining stakeholders’ support to execute the project
• SS : Satisfying key external stakeholders according to their
  level of power/interest and importance/influence

• SA : Do not exclude any stakeholders
• SR : Proactive relationship development uses relationship
  matrices with clear communication plans and channels
• SC : Active response to stakeholders’ requirement is essential
• SS : Satisfying one stakeholder may make others dissatisfied

• SA : Needs early recognition and attention
• SR : Mutual respect and trust are crucial
• SC : External feedback system is helpful
• SS : Provide involvement programs at appropriate level
  throughout the project life cycle
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can ‘make or break’ the success of the project. As such, planning and executing communi-
cation tactics is critical and, hence, informal stakeholder communication strategy should be 
active at all times.

8.8 Summary

Since the construction project managers have the responsibility to manage the construction 
sites and deal with many internal and external parties, they have to learn how to properly 
utilize stakeholders’ power needs in order to avoid possible confl ict. Effective and proactive 
stakeholder management strategies rely on the project manager’s exerting power, decision-
making power, referent power, and reasoning for selection, consultation, and friendliness. 
Balanced and well-managed relationships and power can then bring positive outcomes 
to the project. Through informal networking, the project manager can obtain invaluable 
insights through informal feedback that is more candid and emotive than written or meet-
ing reports. Bridges across divergent groups of stakeholders can be built assuring that each 
group is gaining through their agreement to go forward. The most important things to do are 
to proactively reach out to stakeholders, actively create good relationships and mutual trust, 
and consistently keep stakeholders satisfactorily informed, involved, consulted, and collabo-
rated with.
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9

9.1 Introduction

Like politics, negotiation doesn’t have a great reputation. It smacks of wheeling and dealing, 
of unscrupulous confrontation and unethical concessions, carried out by cynics who would 
sell their mothers to get a result. Negotiation is also scary: if others are more skilful than you, 
you may look back and have given away the family jewels.

On closer scrutiny, however, many everyday social situations turn out to be negotiation by 
another name. ‘Joint planning’, ‘consensus building’, ‘consultation’ can prove euphemisms 
for a great deal of bargaining. At some point or other, there will be a moment in which you 
will need to strike a deal on the terms of a project defi nition, the rules of engagement or 
the project’s implementation. These deals may be implicit and be understood without being 
explicated and formalised.

Negotiation doesn’t come easily to everyone. Managers used to top-down management 
may not be used to negotiation, accustomed as they may be to a patrimonial style, where the 
patron sets the terms and hands out favours. Poor people may reinforce this image, as they 
feel intimidated by the presence of someone in authority.

Because planners tend to assign rationality and expertise to themselves, they may be 
inclined to see stakeholders as irrational nitwits, even as obstacles. Planners often seem to 
believe that the plan and its planning is so self-evident that only the uneducated will not 
see its logic. Public participation, if included at all, then becomes an exercise of selling the 
project to the people.

But ‘the people’ are not so rational. The seeming irrationality of stakeholders can make 
the planner averse to negotiating. While negotiation isn’t about point scoring, fi nding out 
who is right or pressing one’s point forever, this may be the reality in a meeting.

Activists on the basis of their moral stance may be used to polarisation, to expose and 
denounce the wrongdoing of a company or public authority. Politicians may grandstand without 
saying anything defi nite. But if each of these wants to achieve or change anything, at some point, 
they too will have to negotiate. Therefore, it is important to know some basics of bargaining.

The fi rst part of this chapter will address negotiation, irrespective of whether this takes 
place within or outside a formal or informal setting. After explaining types and strategies of 
negotiation, Section 9.2 zooms in on dealing with power relations. Section 9.3 discusses what a 
successful negotiation might involve and whether that includes a consensus outcome. Section 
9.4 will explore what can be infl uence in a negotiation process.

Constructing Negotiations: 
Bargaining, Learning and 
Fighting
Jeroen Warner

With kind inputs and feedback from Dr Sandra Inês B. Granja, University of 
Sao Paulo/FUNDAP



9.2 Why negotiate?

Negotiation is a way of trying to get what you want through dialogue with others. You enter 
into negotiations because:

● someone has something you want;
● its value is not fi xed (there’s not a single set price for it);
● you can’t force the other to give you exactly what you want.

In everyday life, skilful negotiation is often needed to get what we want: to get our kids to bed 
without too much fuss, to trade shifts with our colleagues because we want to see the game, to 
get that fetching tie and cuffs thrown in with an expensive suit. In a construction project, you will 
need the cooperation from many stakeholders without twisting their arms too much, so it makes 
a lot of sense to develop techniques and strategies that help lead to successful negotiation.

Let’s fi rst establish when not to negotiate, though (Box 9.1). Mack and Snyder (1957) are 
representatives of a traditional approach that defi nes negotiation as a social interaction proc-
ess between parties with mutually exclusive or incompatible values. This defi nition focuses 
on differences, zooming on something that is hard to change – people’s values. Therefore this 
approach is most likely to lead to ‘zero-sum’ outcomes; one gains, the other loses. If Mack 
and Snyder were entirely right, very few disputes would be satisfactorily settled and deals 
brokered. But if two (or more) parties have a dispute, problem or want to do something new, 
they need to seize an opportunity they cannot seize without the other. We agree therefore 
with the Consensus Building Institute (CBI) when they say that ‘In simplest terms, negotiation is 
a discussion between two or more disputants who are trying to work out a solution to their problem’.

If parties are willing to settle for what the other will give, there is little need to negotiate. If 
parties are not willing to take the other party’s interest into account and can get away without 
loss, there is little need to cooperate. The missing link here is that negotiation starts from actor 
interdependence: if the sense of interdependence is weak, there is little need to negotiate. If you 
can choose between hundreds of equally good suppliers, you make a take-it-or-leave-it offer 
and that’s it. Likewise, you don’t bargain in the supermarket over the price of butter – they 
will sell it to someone else. But if you need a particular favour, material, price, quantity, loca-
tion, and they need you to clinch a deal, you are in business

Negotiation is based on interdependence. Negotiation defi nes or redefi nes the terms of 
interdependence (Walton and McKersie, 1965).

Negotiation can work because actor interdependence is usually not symmetrical: one 
party doesn’t want exactly the same thing as the other at exactly the same time. This 
gives opportunity for exchange, conceding on one aspect while gaining on another (CBI, 
2000). But the interdependence is rarely as strongly developed both ways – dependencies 
tend to be asymmetric, and bring different interest positions. The present contribution 
will specifically discuss the issue of power differences.

9.2.1 Collaborative negotiation

Another conventional pitfall is that negotiation is often assumed to be ‘one-shot’ (one round of 
negotiations) and without communication. Negotiation theory has benefi ted a lot from ‘game the-
ory’ which models negotiators in an ideal-typical setting and predicting their strategic behaviour.
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The ‘prisoner’s dilemma’ and similar games like ‘stag hunt’ and ‘chicken’ are famous 
examples of negotiation games. In ‘prisoner’s dilemma’, each of two suspects of a major 
crime are given the option to go free if they squeal and denounce the other, who gets 10 years 
in prison, while both suspects will serve 1 year each if neither squeals. The outcome of such 
simulations is usually non-cooperative.

The assumption is that the two cannot talk with each other, and will not want to work 
together once they are released from prison. Indeed, this looks a lot like the fi rst phase of 
engagement in a negotiation, where people do not know each other well. The fi rst stage is 
mostly confrontational. People do not feel comfortable together, and want to secure maxi-
mum clarity: ‘these are my interests, these are my non-negotiables’.

However, analysis of iterated (repeated) game shows that repeatedly playing the same game 
brings signifi cantly more cooperative behaviour between the players (Cardenas and Ostrom, 
2004). Practice makes perfect, but this perfection appears to include benefi t for the other as well 
as yourself. In practice, we can note that as people meet more frequently, they often cannot help 
but bond over common interests and reduce mutual confrontation (Poncelet, 1999). This has to 
do with empathy and appreciation, but also with the very real joint gains from cooperation, as 
there inevitably are some common interests. Confl ict escalates with non-communication and 
stereotyping – it becomes harder to pursue when the opponents has a face and personality. In 
the course of negotiation, parties tend to adjust to each other, seek to infl uence and pre-empt 
the other’s bargaining position. After a breakthrough, things can become surprisingly coopera-
tive and constructive, as the bargaining sides look for common interest and similarities.

Psychologists and others have noted that psychological factors infl uence the players. 
Negotiators tend to be lazy: they ‘leave value on the table’ rather than going for the opti-
mum outcome for themselves or for all parties involved. One reason is that people will not 
push things to breaking point when they are tired. The infl uence of ‘satisfi cing’ (Simon, 
1947) behaviour should not be underestimated.

Much recent literature on planning and governance extols the virtue of collaboration and 
Alternative Dispute Resolution. It promotes integrative negotiation (baking cakes together) over 
distributive bargaining) arguing over ‘how the cake should be cut’. Integrative negotiation is 

BOX 9.1 When not to negotiate

In addition to negotiation, learning and fi ghting, a fourth response is: non-engagement. It 
can be ‘non-entry’ into negotiations, or ‘exit’ during negotiations, which does not preclude 
informal communication and later (re)-entry.

In which cases is this an option? It is:

– When you don’t care
– When you have everything to lose
– When you have nothing to gain (e.g, You are already running at full capacity)
– When it compromises your character or reputation
– When they act in bad faith
– When you don’t have enough time 
– When you have too much time, e.g. waiting will improve your position
– When you are not prepared (Lewicki et al 2007)
–  When you prefer your BATNA. A key aspect of negotiation (80% of negotiation is 

preparation) is building the Matrix below. This Matrix show the points of contact 
between 2 different actors, what is possible to negotiate and what is not. The matrix 
should be built with the BATNA of each actor. You can do a role playing game to 
simulate different negotiation scenarios to identify BATNAs in different situations.



Table 9.1 A methodological framework for facilitating integrative negotiations

Task 1: Preparation

• exploratory analysis of confl icts, problems, relations, practices, etc. in:

– historical perspective;

– selecting participants;

– securing participation by stakeholders;

– establishing relations with the wider policy environment.

Task 2: Agreeing upon a process design and process protocol

• creating an agreed-upon code of conduct and provisional agenda;

• reaching agreement about procedures, methodologies, etc.;

• process management and maintenance of process agreements;

• securing new process agreements as the process unfolds.

Task 3: Joint exploration and situation analysis

• group formation;

• exchanging perspectives, interests, goals;

• analysing problems and interrelations;

• integration of visions into new problem defi nitions;

• preliminary identifi cation of alternative solutions and ‘win–win’ strategies;

• identifi cation of gaps in knowledge and insight.

Task 4: Joint fact-fi nding

• developing and implementing action plans to fi ll knowledge gaps.

Task 5: Forging agreement

• manoeuvre: clarifying positions, making claims, use of pressure to secure concessions, create and 
resolve impasses;

• securing agreement on a coherent package of measures and action plans.

Task 6: Communication of representatives with constituencies

• transferring the learning process;

• ‘ratifi cation’ of agreement by constituencies.

Task 7: Monitoring implementation

• implementing the agreements made;

• monitoring progress;

• creating contexts of.

Source: Leeuwis (2000).

‘the process by which the parties attempt to increase the size of the joint gain without respect to 
the division of the payoffs’ (Walton and McKersie, 1965:13). Table 9.1 lays out the steps towards 
integrative negotiation.

A collaborative strategy is especially expected when you value the longer-term rela-
tions with the other party. A more ‘sustainable’ outcome is one in which stakeholders 
share and add to information, learning about each other’s interests, explore options 
jointly and ultimately find an appropriate balance among goals. This makes it possible to 
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transcend the limits of distributive bargaining, ‘politicking’. If the outcome accommodates 
both interests, but nothing more, there is question of ‘distributive’ deal making. But if the deal 
brings a surplus by optimising the outcomes for both it is ‘integrative’. It is about maintaining 
good, mutually advantageous relations without yielding everything to the other. A focus 
on integration is the basis for what Fisher and Ury (1981) call ‘principled negotiation’ 
and Lax and Sebenius (1986) ‘contingency bargaining’.

While a necessary, civilised correction to the earlier confrontational perspective, I would 
like to nuance the view that the learning approach is also more effective. Table 9.2 illustrates 
some tactics we can adopt while learning. Even knowing that we stand a better chance of 
constructive negotiation over time, most of us will have experienced in educational or work 
situations that a measured use of confrontation and muscle-fl exing may be extremely effec-
tive. Negotiation is supposed to be rational, as opposed to confl ict, which involves emotional 
language, shouting, threats, avoidance. Sometimes, being diffi cult works.

In highly adversarial situations, the stakeholders generally use ‘hard bargaining’ (set-
ting out extreme positions, withholding information and making concessions grudgingly) 
in order to achieve a settlement, distributive ‘hard’ bargaining approaches may be effi cient 
if there is little time to prepare and deal. We cannot, and should not expect constructive 
negotiation.

There may be good tactical reasons not to give in any more and drag one’s feet. Both parties 
always have the alternative not to negotiate any further if they see no advantage in it. In the 
back of their minds, each negotiator should have a more or less clearly defi ned ‘BATNA’ (Best 
Alternative to a Negotiated Agreement), that is, the point at which no deal is better than a bad deal?

Table 9.2 Learning vs. fi ghting in negotiation

Fight Debate/learn

Tit for tatw What is vs. what should be

Driven by fear Driven by values

Emotional Rational

Tends to escalate Tends to compromise/consensus

Source: Rapoport (1960).

BATNA (Best alternative to a negotiated agreement) is the course of action that will be 
taken by a party if the current negotiations fail and an agreement cannot be reached. A 
party should generally never accept a worse resolution than its BATNA.

9.2.2 So, learn or fi ght?

If you stick with a confrontational, unyielding position for too long, there is a danger of 
stagnation. Axelrod (1981) has called this ‘one tit for two tats’: when one negotiator makes 
a serious offer and gets nothing, (s)he will make only one more concession. If the other 
party fails to play the ‘give and take’ game, there is no incentive for the fi rst party to 
compromise.

In the long run, confl ictive stances are almost never economically, environmentally or socially 
sustainable. But alternatively, when things are too cooperative from start to fi nish, there is a dan-
ger of losing acuity and clarity, inviting complacency and coming out with something that is 
neither fi sh nor fl esh. A generous proposal at the start can almost force the other party to ‘cash 
in’ and bargain hard to see if there is any more ‘value on the table’ for him/her. A nuanced posi-
tion at the start can create confusion and makes it hard to compromise in clear terms.
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Which of the tactics then should one opt for, or prepare for?
There is no a priori ‘better’ choice between distributive and integrative bargaining, between 

competitive and cooperative negotiation. Each may be useful at any stage of the process, and 
often we fi nd both of them, even combinations played out simultaneously as complementary 
strategies, in a balancing act. This is not so easy to get one’s head around. It is attractive to 
plump for one of the polarities, rather than accept the tension and ambiguity of a balancing 
act, but maintaining the balance is more likely to be effective over time.

We shall follow the insight of Mastenbroek (1992) who argues that the most effective nego-
tiation is situated in between the two polarities of confl ict and cooperation, drawing from 
both, depending on the circumstances. Negotiation is the middle ground between learn-
ing and fi ghting, between bargaining on how the cake is cut and baking the cake together. 
Negotiation relies on interdependence as well as difference of interests. If the sense of inter-
dependence clearly prevails over difference of interest, cooperation will be the most likely 
form. Fighting is the most logical when difference in interest prevails over interdependence 
between the parties involved.

A level-headed assessment of these two variables therefore can help you assess at which 
point you, or the other party, might shore up negotiation, and at what point you look for an 
aggressive, dominating style, driving for a distributive deal and when you might look for an 
integrated, collaborative result.

When there are two negotiators per side, one can play ‘good cop, bad cop’: one negotiator 
is hardliner, the other more fl exible. For each of these tactics, dosage is important to prevent 
an impression of irresolvable confl ict.

Determine problem type

To know what can be gained from different strategies, it is useful to determine the type of 
problem you want to tackle: is it mainly about information and uncertainties, is it about val-
ues and interests, or both? (see Table 9.3). When it is not clear who the actors are (Table 9.4) 
and what the defi nition is, the ‘learning’ view of negotiation can prevail. Value differences and
uncertainties are only to be expected, the issue here is whether they are divisive. This needs 
to be analysed and verifi ed early on – you may be sure there is agreement on basic issues or 
disagreement but others may not.

Strategy: avoid/explore?

Apart from confl ict or cooperation, Mastenbroek (1992) identifi es another polarity: evasive 
(or avoiding) versus explorative negotiation. The former is more oriented to seeking security 
and protection (cards close to chest), the latter courts risk and adventure (cards on the table).

Table 9.3 Problem type and strategy

                             Facts 
Values

Agreement on values Disagreement on values

Low uncertainty Technical problem: solved by 
coordinated knowledge

Political problem Dominated by 
‘fi ghting’

High uncertainty Untamed technical problem Wicked problem

Learning and pacifi cation 
prevails

Dominated by ‘learning’ but also a 
degree of ‘fi ghting’

Source: After Hisschemoller and Hoppe (1996) and Kok (1998)
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An evasive (avoiding) strategy is non-confrontational, but also non-accommodating, for 
example by repeating the same point, without bringing any new insights or benefi ting from 
new information. This passive style may be expressed in an active, noisy way or in a calm 
voice and an inscrutable smile, but the position is the same. It may be a very effective tactic, 
but self-defeating in the long run as people lose patience and break off the talks.

On the other hand, an explorative strategy is fl exible and accommodating, constantly on 
the lookout for new avenues. Too much fl exibility makes the negotiator seem untrustworthy: 
any position may be changed the next day. Again, Mastenbroek strongly prefers a balance 
between the two: place some cards on the table, not all – show some fl exibility, but avoid a 
fl ip-fl op pattern, which only conveys an impression of fi ckleness. The foregoing can be visu-
ally represented as two dimensions (see Figure 9.1).

9.3 Recognising and infl uencing the power element

It is tempting to overlook or deny the power element in planning. Like money, those who 
have it do not like to talk about power (as it exposes them to accountability), while those 
who are not, may feel that ‘the powers that be’ will always win. Collaborative planning 
approaches have been faulted for negating the crucial operation of power asymmetry. 
Bargaining power is the capacity to produce an agreement on one’s own terms, and those 
who lack this power may not even be fully aware that the facts are stacked in a certain way 
(Lukes, 2005). In any planning and implementation process (where ‘idea meets reality’), a 
struggle for power is always present. ‘Fighting’ is only the more overt expression of this 
struggle. However, the centrality of the power element in negotiation does not by defi nition 
have to prevent reaching satisfactory outcomes for each side involved.

Evasive

Explorative

CooperationFighting

Figure 9.1 Mastenbroek’s two strategic dimensions (see also Fisher and Ury, 1981).

Table 9.4 Example of multi-actor analysis of bargaining positions

Actors A B C D . . . . .Z

A – B and A etc. etc.

B What are points of 
contact/negotiation
Between actor A and B

–

C A and C B and C –

D A and D B and D –

Z … … –
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First, power differences may be perfectly legitimate: we don’t all want to make life and death, 
war and peace decisions every day; that is why we delegate this power to presidents, army 
generals and hospital surgeons. Normally, technical knowledge and resources are not equally 
distributed among stakeholders who do not have the time to read up on everything – that is 
why we have experts. If legitimacy (the justifi cation of power differences) is undisputed, there 
is little problem with power.

Just like interests are normally dissimilar between the parties, power is always asymmetri-
cal: it is impossible to fi nd two actors who have the same power, or the same resources (cog-
nitive, political, etc.). Project initiators face stakeholders who are much stronger than them 
(e.g. banks, governments) but also those who are much weaker.

A national government has crucial authority relations with local government, executive 
directors over middle managers but also dependency relations with banks and electorates.

Great power disparity may seem comfortable for the stronger party, but can be counterpro-
ductive. If power asymmetry and distrust between disputants is great, there is a tendency for 
either party to resort to physical violence and intimidation, civil disobedience, litigation, etc. 
rather than productive negotiation.

Coercion and authoritarian decision then may seem the logical option. In practice, these 
are rarely decisive with respect to the overall outcome, though. This has a lot to do with 
the limits to coercion. It proves hard to make a success out of a purely coercive strategy 
because coercion must frighten and reassure the opponent at the same, using threats with-
out motivating them to resist. Coercion only works if the other party cooperates! (Jakobsen, 
2007). In top-down situation, there would appear to be little fl exibility, no discretion for 
lower-level negotiators to make their own deals, unless some ‘residual space’ is left. Yet 
if lower-level participants are seriously unhappy with this situation, they will ‘erode’ 
the project. Scott (1985) has called attention to the ‘weapons of the weak’ – they include 
discrediting the project, putting obstacles on the fl ow of the paperwork, paralysing or 
obstructing the decisions, talking about the coordinators, consulting, etc. There are many 
informal ways to sink a project.

In multi-party negotiation, both the very powerful and very powerless tend not to negotiate 
(Warner, 2007). Non-participation by the strong comes from a feeling they only stand to lose from 
bargaining. Non-participation by the weak comes from an impression they have nothing to gain.

‘Fighting’ is the tendency and expectation from the constituency of the less powerful party 
in negotiation, but it tends to worsen an already weak negotiation position. From a weaker 
position, it is tempting to claim a ‘bottom line’ to satisfy one’s constituency (Mastenbroek, 
1992). From a stronger position, there is a tendency to try and control the process and out-
come. From the perspective of the more powerful, keeping control is the central challenge, 
for the less powerful, to prevent being encircled.

Depending on the context, negotiators or facilitators may find themselves in horizontal 
(equality, ‘deliberative’) level or vertical (inequality, ‘tough’) modes. Projects often have 
a decision in horizontal mode, but the execution is on vertical, because the institutions 
which have money more often work on ‘vertical’ relations. In practice, you may work on 
horizontal and vertical levels at the same time. One option to crosscut levels in a ‘verti-
cal situation’ is to have an expert platform working in parallel with a decision-making 
platform (see below), with overlapping memberships, or a ‘mirror’ group of social actors 
who follow the process and interact with some decision-makers (but not all).

Thus in negotiation, say over building in the fl ood plain, experts might bring their wisdom 
to bear, citizens organisating their cunning, NGOs their moral authority and a sponsor or 
investor their fi nancial strength.

This points at the parallel existence of different styles of power being brought to bear in 
negotiation. One amusing yet serious power categorisation is the following metaphorical zoo 
(Scott, 2001):
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LION strength
) hard power inducements

FOX cunning
BEAR authority

) soft power persuasion
OWL wisdom

This categorisation shows that there are multliple sources of power, which can be counter-
vailing with respect to the other.

In another categorisation, from Confl ict Resolution Info, a negotiating party has 
three basic ways to induce adversaries to move towards the position it desires: It may 
try to coerce reward or persuade the opponents, that is, use sticks, carrots or hugs 
(http://crinfo.beyondintractability.org/essay/Power/ CR Info The Confl ict resolution 
Informatkon Source). These refl ect the difference between the exercise of ‘power over’, ‘power 
to’ and ‘power with’ (see Box 9.2).

9.4 What is successful negotiation?

Having talked a lot about process, how about outcomes? Where do you want to end up? Should 
there be a consensus outcome or is residual confl ict acceptable? Again, there is more than one 
way to evaluate a successful negotiation. Apart from the direct benefi ts, other gains are impor-
tant as well. A special think tank on negotiation at Harvard Law School called the Program on 
Negotiation (PON) has carried out a lot of research over the past 15 years or so to look at the 
questions: ‘What is a successful negotiation?’ and ‘What kinds of strategies and behaviors lead 
to success?’ This research has involved watching people role-play different kinds of negotiations 
encouraging them to adopt fi rst one approach and then the other and watching the results:

− Satisfying outcome: ‘Even if the deal is not terrifi c for you, if it is better than anything else 
you might have received elsewhere, then the outcome can and probably should be con-
sidered successful’.

− Sustainability: The agreement is only likely to last if negotiating partners can live with it.
− Acceptable cost: If you spent much longer negotiating than you had time for, or expended 

more resources than your organisation could afford, the settlement reached is not 
effi cient.

Box 9.2 Three forms of power

‘Power over’ (dominance) can be exercised in a benign as well in an exploitative way: A’s 
power over B may be used to the benefi t of A, but also of B, or of A and B. If the stronger 
party exercises power through force and coercion, it is unlikely to last for long; if A how-
ever uses his/her power over B such that both benefi t (if differentially) B will be more likely 
to accept A’s power, because A’s power also increases B’s ‘power too’. (Haugaard and 
Lentner, 2006).

‘Power with’ on the other hand, refers to a certain form of getting things done together, 
that is, collaborative endeavours (Woehrle, 1992).

Both ‘power over’ and ‘power with’ can enhance the total ‘power to’; a reference to the 
capacity to get things done. This is true at the level of states and citizens, but also of 
experts and layman, donors and recipients.
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− (No) ‘value’ on the table: ‘If there was more that could have been squeezed out of the 
agreement, the negotiation was not as successful as it could have been’.

− (No) damage to the relationship: ‘If your negotiating partners never want to see you again 
because they feel that their needs were not met by the agreement or because they feel 
taken advantage of, then you haven’t left yourself in a very good position to negotiate 
with those people again. The question to ask is: Did this negotiation put us in a better or 
worse position to deal with each other the next time?’

A mutual gains approach to negotiation assumes that ‘the best way for me to ensure that 
I get what I want is to listen carefully to what you need’. People may be unsure about what 
they want, and what they have to offer. The approach can improve all stakeholders’ capacity 
to meet their goals by training them, both about the subject matter and about negotiation. It is 
quite a hard skill to learn to focus on needs and interests, not positions, let alone on persons 
(play the ball, not the (wo)man).

An example of this is the NEGOWAT project in peri-urban areas in Sao Paulo, Brazil. New 
arrivals often are illegal or semi-legal settlers without basic services such as potable water 
and sanitation. When a group of such settlers was invited to talk with local authorities, they 
were divided and could not make their wishes and needs clear to their counterpart. Training 
helped them enormously, while games helped everyone visualise the physical and social 
interdependences and consequences of different policy scenarios (Ducrot, 2007).

9.4.1 Should negotiation lead to consensus?

The above has not insisted on consensus as an outcome of successful negotiation. In many cul-
tures, consensus building and mutual gains are social desirables. Securing a majority vote still 
leaves a dissatisfi ed minority, while a consensus decision1 is one that all unanimously support 
(the word ‘consensus’ confusingly has multiple interpretations). The assumption is that if peo-
ple know each other well, they will overcome political, organisational constraints and reason 
beyond their self-interest, even if the consensus is suboptimal for any one party involved.

Reasons for not pursuing consensus building

Coglianese (s.d) sees at least reasons for not pursuing consensus building:

− Consensus building is time consuming.
− Consensus does not lead to better decisions.
− Consensus takes time, it does not save time.
− Consensus does not reduce confl ict on other issues.

Organise your own resistance?

It takes a lot of dedication and energy to get a project going. To maintain constructive energy, 
a ‘coalition’ championing the project gets going, and when it feels it has a solid case, it con-
fronts the outside world.

After all, it is an unattractive prospect to meet actual or potential opponents right from the 
start and negotiate with them even about the project defi nition. It can dissipate the energy 
and morale. But this reasoning only obtains if the opposition is united, determined and 
unchanging. In practice, stakeholders are rarely united and may well be open to a change of 
perspective. Waiting too late before opening the fl oor to stakeholders invites antagonism.
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In a one-shot negotiation, or the early phase of any fi rst-time negotiation round, the natu-
ral inclination of most stakeholders will be to present one’s interests as non-negotiable, to 
‘draw the line’ especially if there is a general feeling that the project is already decided, even 
when it’s not.

If you start painting the situation in black and white, you leave space for shades of grey 
later.

But if negotiators meet early, most often, trust, confi dence and mutual understanding can 
grow as the details and parameters of the project become clearer.

9.5 What can you infl uence?

As you negotiate, your mind will be focused most on a favourable outcome. But to stack the 
cards in your favour, there are more elements of negotiation you can infl uence.

What can you infl uence during negotiation? Mastenbroek (1992) identifi es fi ve aspects 
negotiation can try and infl uence:

– substance
– atmosphere
– constituency
– procedures
– power balance

The subsections below will go into each of these in some depth.

9.5.1 Framing and reframing substantive issues

If the challenge is how to distribute a pie, the options for fair division are limited. When buy-
ing a rug at the Persian market, you can haggle over the price, the seller can throw in an extra 
rug, but that’s about all the options you have. But most problems are more complex than pies 
and rugs, and can be seen in a variety of ways.

Let’s look at two concrete examples of dilemmas in civil engineering and planning.

Reframing

In the early years of extension studies, communication used to be seen as a message sent 
by a sender, received by an audience. If the audience did not get the message, there was 
question of ‘distortion’. We now have come to understand that people fi lter information 

Example 1

Geldof (1994), a trained civil engineer himself, recounts a session in a newly built estate 
where hurried construction led to wholly predictable groundwater problems. The water 
engineer called in models the problem in his computer and suggests building drains. But 
this is not how the neighbourhood perceives the problem. To them, the problem is one of 
survival as a group, to prevent their estate being demolished. This would necessitate them 
to move to higher-rent houses, maybe causing their closely knit community to fall to pieces. 
This makes damp cellars only a minor element in a tangle of poverty, rents, etc. Their voice 
is ‘noise’ to the engineer, but to stakeholders this complexity constitutes their life-world.
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Example 2

Take local residents faced with a construction project of new housing and recreation facili-
ties by the river. The residents may not be against housing itself, but the houses take away 
their view of the river, produce noise from construction works, unsightly stacks of building 
materials, bulldozers and trucks tolling on and off which may be dangerous to small chil-
dren. Meanwhile, the tourists attracted by recreation facilities bring more noise and pollu-
tion, and may disregard local customs. From the perspective of these stakeholders, there is 
almost no gain in the project. A straight buyout or compensation strategy can go some way 
in appeasing the residents. Some families wanted to move elsewhere anyway, others need 
the cash. But you can also seek to reduce the concerns of the residents, bringing in noise-
reducing nuisance from building, or bringing in new collective facilities for the area (a nature 
education centre, a playground, a cycle path) that everyone will benefi t from.

Do the different sides to the dispute live on different planets? Of course not, but they 
process their information through different fi lters. Both rationalities lead to ‘correct’ inter-
pretations of the situation, but not necessarily compatible to begin with. The two sides may 
ignore each other, shout at each other.

A different representation of the problem, the state of the situation and the actors, can 
shed a completely new light on a problem, which may not even look like a problem any-
more. In the course of the bargaining process, negotiators constantly seek to infl uence the 
‘frame’ of the issue, and expect the other to do the same. Whether aware of it or not, fram-
ing is a kind of tactical manipulation of information and images, but it can be manipulative 
in a positive (constructive) and negative (deceptive) sense, such that others cannot easily 
see beneath it.

To understand and to some degree predict the frames the other brings to the table, 
a proces of learning about the other’s frames is important at the start of the negotia-
tion. If it is really not possible to meet face-to-face (mutual learning) and tease out and 
compare ‘frames’, the project initiator can at least research the background of the other 
stakeholders, to understand their concerns, and assess what they can realistically offer. 
Conversely, a stakeholder can learn about the constraints and degrees of freedom the 
project manager has to work with, so as not to make unreasonable, impossible demand, 
but also to discover new possible linkages. As all negotiation gurus maintain, Preparation, 
fi nding out what you can bargain for, the resources and goals the other party has, really is 
everything. Learn about your counterparts to fi nd out what is possible and what is impos-
sible for them, what they might accept and what they will reject. This pre-assessment is 
not set in stone, but it gives an orientation.

A frame that is seemingly about a distribution issue, is often related with identity and 
belonging. A farmer, a taxi (or rickshaw) driver may hang on to their self-image even if 
they are only part-time farmers or taxi drivers, because it gives them clear place, role and 
status in their community, establish them as competent breadwinners. A project that forces 
them to relocate brings uncertainty of place, role and status, that cannot simply be bought 
off with a handsome handout.

Some frames may seem undebatable: for example when the issue is about ‘x’ or ‘non-x’, 
and one of the stakeholders proposes ‘y’. The speakers of accepted, ‘hegemonic’ ‘x-talk’ 
may fi nd it impossible to see the point of discussing ‘y’ (Haugaard, 1997). This is a fre-
quent source of frustration between professional disciplines or (sub)cultures.

‘Fans of straight batting may feel this approach to be a manipulative and dishonest’. But 
we are not necessarily talking about covering up injustice, but, as in everyday life, issues 
of cognition and tact.
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according to interpretative frames, from which people construct meanings. To a child a 
dolphin is a funny, cuddly animal that can perform amazing tricks, to a tourist entrepre-
neur an asset to attract customers, to a biologist a highly intelligent mammal, to an Inuit 
hunter a healthy meal and to a fi sherman a competitor for fi sh catch. These meanings assign 
very different values to the dolphin. The good news is that these frames are not immuta-
ble. Through interaction, people can learn to see an issue, and their interests with respect to 
that issue, quite differently. This does not mean that frames are ‘engineerable’. People may 
agree to represent an issue differently (consent), without agreeing that this is the whole story 
now (consensus). The pragmatic concept of ‘equifi nality’ means that actors accept the same 
goals, but for very different reasons. This leads to vague, multi-interpretable, but often quite 
workable agreements.

People’s interpretative frames are more fl exible than it appeared in the fi rst round of nego-
tiation. Re-framing is the ‘transformational process where one or more parties in a dispute 
actually change their frames – they develop new ways of understanding and interpreting 
either their own perception of the “issue”, another party’s view or the issue at stake’ (Leach 
and Wallwork, 2003).

Gray and Donnellon (1990) distinguish between top-down framing, that is disputants 
interpreting the negotiation according to their original frames, and bottom-up framing, that 
is observing one another’s (linguistic) behaviour and making inferences about what is the 
most appropriate frame for the situation. In this approach, issue framing is a dynamic proc-
ess, responsive to preceding moves and anticipatory of possible reactions. This suggests 
strategic frames, which can be changeable. (An excellent overview of frames and types can 
be found online in Dewulf et al., 2005).

Imagine a discussion between hard-core civil engineers who see the problem of link-
ing two river banks in clear-cut terms; for them the issue is whether to build a bridge or a 
viaduct. Their discussion can then touch on construction designs, materials, budgets, but 
they may not be very open to a person who fears nuisance from building works and asks 
‘y’ questions such as: ‘How about a ferry? Can’t people use their own rubber boats or 
swim? Why cross a river anyway? Can’t we just relocate the village to the other bank?’

It may be beyond the cognitive frame of the others, or simply be inopportune and time-
wasting for them, to accept the y-frame. The y-framer therefore stands to gain from fram-
ing his/her interests and proposals at least in terms of the vocabulary of the x-framers, 
co-opting dominant frames without subscribing to all the ideas that go with that frame. 
The word ‘uncertainties’ itself was a taboo for many Dutch engineers and politicians in the 
1990s, as it seemed to make the engineers look, or feel, incompetent. But calling them 
‘failure factors’ or ‘challenges’ did the trick, such that, according to one engineer, a report 
on fl ood management has to mention them to be taken seriously. A fi nal example of this 
is the currently ‘hot’ discourse of governance. Suppose you badly need to address issues 
of corruption in the project consortium, but calling it thus would sound accusatory and 
imperil good relations between partners. A call for ‘transparency’ in the name of ‘good gov-
ernance’ has proved a convenient strategy to put corruption on the agenda.

Careful reframing of issues and offers is therefore a good strategy to make progress 
on touchy or impasse-prone issues. Drake and Donohue (1996) argue that each move 
in a negotiation frames the issue in a specifi c way; thus, a frame is an interaction mode, 
which can be accepted or rejected by other participants through maintaining or altering 
the frame in their response respectively.
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Frames often include ‘applause-generating’ concepts that others can hardly be against. 
Who could be against participation, peace, animals, employment opportunities, the environ-
ment? In such case, opponents may feel with their backs against the wall. But opponents can 
analyse carefully whose interest the ‘applause-generating’ frame benefi ts, and if the frame 
can be reframed such that the same issue is more ‘democratic’, that is, opens alternative 
voices and avenues.

There is always a selectivity at work, that includes some aspects and excludes others. A 
more inclusive, ‘umbrella’ frame can seem to marry different frames, but runs the risk of 
being so general that it becomes meaningless (depoliticised).

By extension this pertains to the presentation of information. Parties will seek to gain 
and give information in such a way that it infl uences expected costs and benefi ts. Lying 
and deceiving can often be exposed, but selecting and silencing relevant information is less 
evident.

When you start negotiating, you may not at all be sure what kind of result is feasible and 
desirable. Therefore, an exchange of information (mutual learning) is required. But people do 
not generally lay all the information they have on the table, they pick and choose what best 
suits them. Both parties know that putting cards too close to one’s chest makes negotiation 
impossible, but too much openness exposes one to advantage-taking. It can be expected that 
the other would do the same.

Tactical information serves to reduce the minimum demands on the part of the other party 
and to present one’s own demands as realistic and inevitable. If ‘softer’ techniques don’t 
elicit relevant information from the other party, ‘harder’ tactics like temporary breaking off 
negotiation or posing a deadline, bluffi ng are possible. This may be justifi ed by the need to 
get vital information on the table. But as this is risky, one should be aware not to supplement 
a tough stance for a lack of preparation – always consider if you might not obtain the infor-
mation in another way.

9.5.2 Infl uencing atmosphere: avoiding unnecessary confl ict

Negotiations are often so much about substance that it is easily forgotten how much the proc-
ess and environment can infl uence the success or failure of a negotiation process. You do not 
need to perfume the room, but stand a good chance of producing easier results by avoiding 
tactics that spoil the show even before it started.

A key pointer is to talk about situations and solutions rather than problems. It may sound 
counterintuitive, but identifying a problem at the start of the process can be counterproduc-
tive. It may be clear to you ‘what the problem is’ but others may take a different perspective. 
A problem mostly has an implicit or explicitly attribution of a cause, a fi nger pointed at what 
or who ‘did it’. This makes the indicated party feel extremely uncomfortable and defensive. 
In complex situations, a simplifying reduction of cause and effect chains may not do justice 
to the situation at hand either.

The meeting’s chairman, mediator or facilitator if involved has an important role to play in 
avoiding unnecessary antagonism. Making suggestions, asking questions and using phrases 
like ‘What if’ and ‘Why don’t we…’ can ease the pressure, taking tension off relations as 
it makes it possible to explore avenues without committing to them upfront. You can also 
reduce tensions by making little jokes, paying compliments when the other has a good point 
or nice turn of phrase, respecting their line of argument even if you feel it is all wrong and 
stressing interdependence. In practice, this also involves – avoiding characterising one’s own 
views as ‘honest, fair and generous’ which imply the opponent’s views are unreasonable and 
dishonest. Finally, take regular breaks. Recess is not a sign of weakness! Staying up all night 
to broker a deal is a war of attrition that makes most people irritable.
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Clarity and openness?

As integrative bargaining brings uncertainties, people will only agree to do this if there is 
a clear and visible problem, interdependency and a foreseeable result that the environment 
will value (Leeuwis, 2000). Lack of clarity, or lack of clear boundaries in the policy network 
brings uncertainty and confl ict.

In a new project, people come to the arena who may never have worked with each other. 
The ‘project team’ may be composed of people from different organisations, professional 
backgrounds and world view. It takes some time before they can work together well, before 
they have found common values and goals.

Therefore, it is not so surprising when they are not immediately eager to open up the plan-
ning process to other stakeholders. Prins et al. (2005) found that a planning group working 
on a river valley rehabilitation in Belgium sought to reduce rather than enhance interdepend-
ence with other stakeholders. While not desirable, this is quite understandable, as a project 
task group is often fragmented, seeking collective mission and identity. Therefore initia-
tors minimise interdependence and openness with other participants. A task group tends to 
seek clarity and irreversible decisions. It helps them build a culture of trust and cooperation. 
Interactive decision-making requires a lot of fl exibility to accept ideas and opposition from 
stakeholders. It is therefore not useful to strive too quickly for consensus (premature closure), 
as it can silence or kill important objectives and alternatives. Techniques like joint problem 
fi nding and iteration improve democracy but slow down effective progress form the perspec-
tive of the task group.

Planning engineers and local (private and civil society) stakeholders very much appreci-
ate clarity. What is the budget, how many hectares will the project affect my back garden? 
Political decision-makers however tend to prefer – keeping options open until the last 
moment. This difference of focus can lead planners and stakeholders to focus on details too 
early (which makes it hard to deviate from them later) and politicians on details too late (so 
that stakeholders feel they have been ‘played with’).

Clarity between participants however should not be confused with transparency vis-á-vis 
the wider project environment. As Leeuwis (2000: 951) notes, the actors involved have to be 
able to communicate freely for a successful negotiation. If there are too many binds in saying 
what you want to say and what you can talk about, promising options will remain unex-
plored. This can mean an avoidance of too much limelight. A creative bargaining process 
requires a level of confi dentiality that may clash with maxims of transparency and accounta-
bility. Options may be tested and rejected without a constant need to account for each avenue 
explored. As secrecy may raise suspicion with one’s constituency and the general public, one 
should not forget to report whatever it is safe to report and to have good and thorough proc-
ess documentation so that more insight can be shed after a deal has been struck. This is all the 
more important where public or private money is involved. It may also prevent legal action 
for non-transparency later on.

Some authors recommend maximum formalisation once agreement has been reached. It 
is true that bargaining on the last iota can slow down progress and erode momentum. Yet 
one reason to be careful with secret deals is that a code of confi dentiality however can-
not be taken for granted. To a negotiating party, openness may be their best alternative 
to a negotiated agreement (‘BATNA’). One should always be on the lookout for oppor-
tunism: ‘Forum shopping’ is the strategy of a social actor trying all available avenues for 

Say you can’t accept the offer rather than say you won’t accept the offer.
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negotiation with different agencies and partners to see which yields the most for them.
If the agreed negotiation setting is not working out for them, they may go to the press 
with their story, or lobby a politician or public offi cial. They may break the confi dentiality 
by leaking to the press or opponents when the negotiation doesn’t bring a good enough 
outcome for their interest.

It is preferable to keep informal communication channels open even when formal commu-
nication breaks down. This kind of informality may hardly be palatable to one’s constituency 
but has proved very practical, most famously the ‘hotline’ between American and Soviet 
leaders in the Cold War, for example in its clash with Royal Dutch Shell over the decommis-
sioning of the Brent Spar platform in 1995. Even action groups like Greenpeace, who present 
themselves as fi ghting alone against the powers that be and generally refuse to negotiate, 
have informal contacts with their adversaries, outside the limelight.

This brings us to the next area of infl uence: relations with one’s constituency.

9.5.3 Negotiating with your constituency

Multiple stakes in negotiation

Seemingly incompatible goals may not only be pursued between bargaining parties, but even 
within the same person! Do negotiators suffer from Multi-Personality Syndrome? Rarely, but 
it is useful to remind oneself that the negotiation table has a mix of three agendas:

– Personal interest: For example fame, the gratifi cation of ‘winning’, personal principles, 
offi ce seeking (being the chairman or secretary), developing a professional network, etc.

– Group interest: For example a positive, constructive outcome, a nice working atmosphere, 
a good reputation, a good fi ght.

– Constituency interest: For example being well represented, not losing acquired rights, …

Each of these three agendas needs to be satisfi ed to some degree for the negotiator to be able 
to face the world after negotiation.

This may cause a negotiator to send contradictory signals: both confrontational and 
conciliatory. We have already seen that reframing can take the sting out of confl ict sit-
uations and be a help in combining seemingly contradictory goals within the bargain-
ing setting. The same goes for contradictions between the bargaining parties and their 
environment.

Representing a constituency does not mean agreeing with the constituency. It is attractive 
to try and please constituency members all the time because they are powerful, have high 
expectations and can withdraw their mandate. Too much independence from constituency 
can create distrust.

Yet it is important to secure fl exibility in the mandate, otherwise it will be impossible to 
make deals with the partners in negotiation. You can modify your constituency’s expectations 
by steadily informing the constituency about what is feasible. Make much of the concessions 
made by the other party. Mastenbroek notices that negotiators on both sides of the table often 
have an (im- or explicit) Gentleman’s agreement:

− Don’t make each other look bad in public.
− Allow the other some public ‘theatre’ now and then.
− Don’t concede too quickly so as not to create non-realistic expectations.
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9.5.4 Infl uencing procedures

An explorative style can promote a conducive environment for negotiation. Some elements 
you can consider are:

− Informal pre-meetings.
− Explorative (‘open’) phase fi rst before argumentation and bargaining: wide range of alter-

natives with a range of actors.
− Ask lots of clarifying questions throughout.
− Agree on criteria (starting points).
− If this is impossible, start with a global ‘platform proposal’ on which others can build.
− If you can’t reach a defi nitive bargain, make a provisional one.

9.5.5 Infl uencing power relations

Those who are obviously in the weaker position, or feel they only stand to lose, can fre-
quently still work out a deal that will benefi t them as well as the other, those in the stronger 
position. You can think of deals that create value (benefi t) to all involved (CBI, 2000). An 
actor is unlikely to be weaker on all aspects: however, you can be weaker on one issue and 
stronger on the other. Through smart linkage and bargaining, power disparities in one issue-
area can be compensated by another. In the United Nations, thus, moral leadership helped 
the small island state of Malta realise a convention on the seas.

Likewise a weak citizen’s organisation can mobilise the press or sympathetic experts and 
funders.

In that sense, the power position for each party is not absolute, it depends crucially on 
their ‘best available alternative to a negotiated agreement’ (BATNA).

Whichever strategy you choose, a confrontational or collaborative use of power, Pruitt 
(1981) notices a certain ‘path dependency’ in negotiation. At several points in negotiation, a 
bargainer must choose among three basic strategic options:

– conceding unilaterally;
– standing fi rm and employing pressure;
– collaborating with the other party in search of mutually acceptable solution (Pruitt, 1981).

There will remain multiple crossroads in the course of the bargaining in which you can 
change strategy, but a choice at one point diminishes the likelihood of other strategies in sub-
sequent phases.

Linkage

The above ideas on linkage between issues or actors leads us to the issue of multi-stake-
holder negotiations. So-called Multi-Stakeholder Processes (MSPs) are currently popular 
modes of accommodating multiple interests, often at diffi cult scales, to focus on a specifi c 
project or policy. Take for example, a housing development project in a river fl ood plain. 
When building in the fl ood plain, some actors may worry about increased fl ood risk, 
encroachment on an area of scenic beauty or ‘building for the rich’. Others will see oppor-
tunity for social cohesion and control in a neglected area, economic growth, environmental 
enhancement or architectural opportunities. Balancing environmental, planning, economic 
and construction concerns (‘fl oating houses’) turns out to enable previously inconceivable 
multi-functional land use.
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While one-on-one negotiation about a single topic appears the most ‘pure’ and open 
form of negotiation, it is also the toughest kind of negotiation. It very easily has a win–
lose (zero sum) outcome, plus the additional ‘loss of face’ for the ‘loser’. It has a large 
confl ict potential, with topics only painted in black and white. Another characteristic of 
‘confl ict-type’ negotiation is a minimum of communication and cooperation and a maxi-
mum of emotive language and grandstanding. People often resort to this mode if they 
are anxious – a black and white world reduces ambiguity, uncertainty and obscurity, you 
know what you are getting, who wins and who loses. The arena for such ‘negotiation’ is 
the court, a traditional arbitration authority or even the press, as is the Greenpeace strat-
egy mentioned earlier. Such a process is highly moral and value-laden, quite independent 
of ‘the facts’.

Negotiations often consider one issue at a time. The negotiation process can break 
down when the bandwidth is too narrow, that is: when there is too little to ‘trade’ (e.g. in 
1977, the Dutch negotiation to form a multi-party administration broke down when only 
names of Ministers were at stake, and nothing else, so no package deal was possible).

Broadening the range of topics that are open for bargaining enough keeps the bargain-
ing space open. When issues are not so black and white (‘digital’: one or zero) – you 
have more options for linkage and package deals, so you never only lose or only win. 
Unfortunately it is often not easily determined what the bandwidth is. Negotiations are 
almost always about more than one issue, thus achieving mutual gain. This allows you to 
give in one aspect and win on another. In the early stages, sometimes nothing seems pos-
sible, as positions (‘frames’) are fi xed. To resolve this, one has to meet often and commu-
nicate a lot to build trust and overcome the confl ict mode, so that ‘reframing’ the problem 
and range of options becomes possible.

Apart from broadening the range of topics for negotiation and widening the frame, it is 
also possible and often preferable to broaden the range of actors. One reason for this is tac-
tical. Zartman (1993; in Faure and Rubin, 1994) relates the story of failure in negotiations 
between Israelis and Arabs. The Israelis insisted on bargaining face–to-face, while the Arabs 
wanted a third party. The face-to-face (one on one) option means it is very clear who are 
winners and who are losers. The ‘third party’ option is preferable as nobody directly looses 
face (you can always blame the third party).

If you increase the number of actors and broaden the range of topics, more subtle 
ways of engagement become possible, with more ‘integrated’ outcomes. So-called multi-
stakeholder processes and multi-stakeholder platforms (Warner, 2007) facilitate more nuanced 
bargaining. This complexity increases the number of possible (combinations of) alternatives 
and hence, ‘shades of grey’. A three-or n-way negotiation on a broader topic, gives more oppor-
tunities to make deals and to ‘link’. A linkage strategy connects two seemingly unrelated topics 
(issue-areas). Because they are not immediately connected, chances are high that the preference 
structure differs among the two, you take a big interest in Issue Area A but not so much in Issue 
Area B. That makes it easier for you to compromise on B, so as to gain more on A.

9.6 Conclusions

This chapter has sketched two extremes of relations with stakeholders; a confl ictive and coop-
erative style. In practice, however, fi ghting and learning with stakeholders are two sides of 
the same coin, alternating within the same project, sometimes even on the same chessboard. 
They constitute two forms of negotiation, distributive (hard) and integrative (soft) modes, and 
their combinations; as there is no fi ghting without learning, and no learning without a degree 
of fi ghting (struggle).
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As negotiation in building projects and large-scale spatial interventions can be expected 
to involve multiple stages, we should look at them as ‘iterated games’. The chapter has 
stressed the importance of taking power differentials into account. Even the powerful 
are ultimately interested in some levelling of the playing fi eld to arrive at a constructive, 
durable result. If weaker actors themselves are not well positioned to improve their own 
bargaining position, facilitation can help. The Negowat project (Ducrot, 2007) supported 
peri-urban actors with little technical and political background to identify and formulate 
their position and help voice their concerns in a language that their technical counter-
parts could relate to. Edmunds and Wollenberg (2001) list opportunities to ‘level the play-
ing fi eld’, including the type of facilitation, stakeholder training in technical aspects of the 
project or debating techniques, choice of non-threatening, non-technical environment loca-
tion and availability of interpretation service.

Of course the stronger actor can be inclined to develop and impose a ‘hegemonic con-
cept of control’, a frame or agenda that presents its own interest as the common good, 
while co-opting some of the agenda items of his opponents. The others can (possibly 
with some training) however analyse who benefits from this frame and seek to change 
the odds.

Endnote

1. The word ‘consensus’ confusingly has multiple interpretations.
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10.1 Introduction

The survival of any organization depends on its ability to develop and maintain effective 
and continuing relationships with its stakeholders. In business, communication in its vari-
ous forms is the primary tool used for building long-lasting relationships and partnerships. 
Communication is the art and science to structure and transmit information in a manner that 
can be easily understood.

The content of this chapter is focused on how stakeholders within an organization can 
communicate with each other. The most frequent or major approaches used by the bigger 
companies will vary from those used by smaller fi rms. Also, the way one would commu-
nicate with different constituents might vary. These intricacies are captured in the chap-
ter. In this regard, case study examples are drawn from a big multi-national organization 
(Caterpillar Inc.), a top 100 companies (CORE Construction), and a medium fi rm (River City 
Construction). These case studies illustrate the array of communication techniques that are 
useful for stakeholder interaction. How different departments and personnel communicate 
with each other is presented through the case studies. Top-down, bottom-up, and lateral 
approaches to communication are covered. The case studies provide unique perspectives on 
how different communication patterns are employed by real companies. Their insights pro-
vide a clear set of guidelines that transcends the academic realm of communication.

10.2 The stakeholders in context

Stakeholder communication is critical to the success of every project in every organization.
A well-planned communication process helps maintain good relationships between the organ-
ization and all its stakeholders. An organization has its internal and external stakeholders.
In recent years, the term ‘partnering’ has entered the vocabulary of construction management. 
Partnering is simply getting along with the people you work with and getting the project done 
with quality, effi ciency, and profi tability for all parties involved. It creates a truly win/win sit-
uation for the owner, and all other stakeholders. A stakeholder is someone who is potentially 
impacted by the project and/or who has an impact on the project as shown below.

Stakeholders

1. Owners and sponsors
2. Customers and local community
3. Subcontractors
4. Project managers and superintendents
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 5. Project team members
 6. Project end users
 7. Architects and consultants providing services to project
 8. Material and product suppliers
 9. Government regulators and public agencies involved in issuing permits
10. Insurance and bonding companies
11. News media

Although stakeholders may be both organizations and people, ultimately communication 
is between people. Irrespective of the size of the project and the company involved, stake-
holders can be grouped into the following categories:

1. internal to the project
2. internal to the company
3. external to the company

Once the stakeholders are identifi ed and a project team is assembled, it is essential to 
identify the possible resistance level to the project of each stakeholder. Attention should be 
focused to better leverage stakeholder power and infl uence and to identify possible risks.

10.3 Communication networks

Communication can be classifi ed as:

1. verbal (projected as oral, written, and/or electronic);
2. nonverbal (expression, expressive behaviors, and/or body language).

Communication fl ow is classifi ed as formal where the message moves along regulated 
pathways otherwise it is informal. The pathways and fl ow patterns of messages and infor-
mation can be:

downward
upward
horizontal

Downward communication is where the top management of an organization gives orders to a 
middle manager who conveys this order to the fi rst-level manager. Upward communication 
begins at a lower level of the organization and moves to a  top level. In this case, the man-
agement in an organization receives feedback from the employee. Horizontal communication 
is between employees, between owners, managers, subcontractors, etc. In all cases, effective 
communication requires appropriate timing, simplicity, clarity, relevance, credibility, and style.

Communication networks are another aspect of direction and fl ow of communication. 
Such networks may affect the group’s completion of the assigned task on time, the position 
of the leader within the group, or may affect the stakeholders level of satisfaction in occupy-
ing certain positions in the network.

The process that a given organization utilizes to communicate and interact reveals much 
about its group dynamics, quality of leadership and stakeholders’ satisfaction. Bavelas (1950) 
suggested fi ve basic communication patterns employed by organizations. These include (a) 
the wheel, (b) the chain–Y, (c) chain, (d) circle, and (e) all-channel, as shown in Figure 10.1.

●

●

●
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The fi ve communication patterns have distinctive characteristics. The wheel pattern is 
centralized around an experienced leader. This pattern is typically found in an autocratic 
organization and limits stakeholders’ participation. Organizations with a wheel model 
are usually most effi cient for simple tasks where problems are solved quickly. Such a 
model is not suitable for large organizations with complex projects.

The Y and chain patterns are centralized with information fl owing along a predeter-
mined channel with little interaction among members of the organization. This pattern 
requires a strong leader and produces a low level of satisfaction within members of the 
organization. The Y and chain models represent the hierarchical pattern of information 
fl ow as is the case in military and some business organizations.

The circle pattern is the most decentralized form of communication. It requires low 
level of leadership skills and originality. The group team is usually disorganized and per-
formance tends to be erratic.

The all-channel network is analogous to the free-fl ow of communication in a group that 
encourages all of its members to become involved in making a decision. The all-channel 
pattern may be considered as an informal communication pattern and produces a high 
level of satisfaction amongst members.

10.4 The stakeholders map

Effective project management requires that the stakeholders involved in a project are identi-
fi ed and their relative power and levels of interest clearly identifi ed. As part of this process, 
consider all the people who are affected by the project and have an interest in its successful 
completion.

The fi rst step required in the development of an effective communication program is to 
produce a list of people and organizations that are affected by a project. Subsequently, one 
needs to identify those with power to block or advance the project. It should be clear that 
some may be interested in the project while others may not. The second step is to map out 
the stakeholders using the power/interest grid as shown in Figure 10.2.

In the power–interest map (Gardner, et al., 1986), the owner will have high power and 
infl uence over the projects and high interest in its successful completion, while the gen-
eral public may have high interest, but is unlikely to have high power over the project. 
Once a stakeholder map is developed, one should identify stakeholders who are blockers 
or critics, and which stakeholders are advocates and supporters of the project.

(a) Wheel

(b) Y

(c) Chain

(e) All-channel(d) Circle

Figure 10.1 Patterns of communication.
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10.5 Case studies

This section provides three case studies that illustrate good practice in terms of communica-
tion between stakeholders. The application of the concepts discussed in the foregoing sec-
tions is also demonstrated in the case studies.

10.5.1 Case study 1: Caterpillar Inc., USA; annual revenue - $51 billion

Corporate structure

For more than 80 years, Caterpillar Inc. has been making progress possible and driving 
positive and sustainable change on every continent. With more than 100 000 employees in 
50 countries, Caterpillar relies on a robust communication process to ensure employees are 
informed of key company news, events, and information.

Caterpillar’s Chairman and Chief Executive Offi cer (CEO) leads a team of group presidents 
who have responsibility for the company’s 31 business units. Each business unit is structured 
as an independent organization, with a vice president who acts as the ‘CEO’ of his or her 
business. Employment in a business unit can range from several hundred to several thou-
sand and may include both offi ce and production employees. Often, a single business unit’s 
employees are spread across multiple facilities and multiple countries.

Internal communications

Just as each business unit produces specifi c products and services, so too are its communica-
tions needs and challenges. Therefore, every business unit has a dedicated communications 
staff, ranging from one individual to a team of professionals. Business unit communicators 
are responsible for knowing their organization’s unique audience, culture, job functions, 
facility services, and offerings. They create and publish value-added communications tied to 
the enterprise strategy, ensuring relevant, customized information reaches the right individu-
als in a timely manner.
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Figure 10.2 The power and interest map.
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Communications fl ow

Many of Caterpillar’s communications to employees follow a ‘top-down’ approach. 
They are created within the company’s Corporate Public Affairs department with the 
guidance of Caterpillar’s executive office or a global process owner. Public Affairs 
communicators are the ‘Associated Press’ of the corporation, drafting and distributing 
corporate news to business unit communicators – the ‘local reporters,’ who in turn cus-
tomize and distribute information to their employees. In some instances, business unit 
news deemed strategic and relevant to a global audience follows a ‘bottom-up’ approach 
and is distributed via corporate communications vehicles.

Communications channels

Caterpillar’s many communications vehicles include traditional outlets such as newslet-
ters, home mailings, posters and facility signage, videos and more. The company’s cor-
porate internet portal, Cat @work, is a primary source of information for employees 
worldwide, with sections devoted to corporate news, values and strategy updates, mes-
sages from the chairman, compensation and benefi ts information, and more. Each business 
unit has its own news ‘portlet’ within Cat @work to distribute organization-specifi c infor-
mation to employees. Caterpillar also considers its annual and sustainability reports to be 
key employee communication tools.

The number one channel for employee communications at Caterpillar, however, is direct 
communications from leaders to employees. Surveys indicate this is the preferred and most 
trusted method for employees to receive information. For that reason, great emphasis is put 
on regular all-employee meetings and staff meetings. Talking points documents are a key 
resource for leaders, with succinct messages that can be customized for use with a supervi-
sor’s immediate team during staff meetings or between shift changes.

As the company grows, so does its communication challenges. An increasingly global 
workforce – more than half of Caterpillar’s employees are now located outside the United 
States – requires communicators to be sensitive to cultural differences. Determining what 
materials to translate is also a challenge.

Enterprise values and strategy launch

Caterpillar’s internal communications processes were put to the ultimate test in 2005 when the 
company launched a new enterprise strategy and updated Worldwide Code of Conduct, Our 
Values in Action. Developed by the company’s Strategic Planning Committee, a small group of 
high-level leaders, the new strategy, and values were disseminated fi rst to the company’s top 100 
leaders during the annual Strategic Review Conference in August, then to the top 600 leaders 
during global off-site meetings in early October, and fi nally to all Caterpillar employees during a 
2-day global launch in late October.

Working closely with the Strategic Planning Committee and business unit communicators, a 
team in Corporate Public Affairs developed a comprehensive communications plan to ensure 
the right media and messages were in place to reach the global leader and employee audi-
ence. Public Affairs also worked with Caterpillar University to create a ‘leaders as teachers’ 
approach to communications. This method was used throughout the strategy launch as lead-
ers at various levels developed ‘teachable points’ to articulate key messages as they cascaded 
information to their direct reports – an approach that also helped build the communications 
capability of leaders across the enterprise.

One critical requirement was ensuring every employee could understand the strategy 
and connect to the values, so launch materials were translated into the 14 most common 
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languages spoken by employees. On launch day, every Caterpillar employee received an 
individual strategy manual and a Worldwide Code of Conduct book in his or her spoken 
language. Public Affairs also distributed a range of supporting information to business unit 
communicators – including facility signage, leader talking points, leader videos, learning 
journals for meeting participants, and more. Regular articles were also distributed in all 
of Caterpillar’s corporate news vehicles. An emphasis was placed on consistent messag-
ing and graphics to help ensure employees worldwide developed a common language and 
understanding of the strategy and values.

Accountability was key to the success of the launch. A detailed plan and timeline were 
distributed to leaders and communicators to ensure message and materials were launched 
on schedule. In addition, questions about the strategy and values were added to Caterpillar’s 
annual employee opinion survey to track employee understanding and the correlation with 
employee engagement.

To keep strategy and values messages top of mind following the launch, Caterpillar 
restructured its strategic communications team within Corporate Public Affairs and added a 
team responsible solely for strategy and values communications. This team works with other 
corporate and business unit communicators to ensure strategy and values messages are inte-
grated into all Caterpillar communications.

Customer communications

In 1925, Caterpillar’s founders established a fi rst-class engineering and manufacturing oper-
ation, committed to quality, innovation, and customer value. To distribute their products, 
they enlisted the support of independent dealers and aggressive entrepreneurs who were 
responsible for managing customer relationships at the local level and adding value to Cat 
products through service excellence.

Throughout its 80-plus-year history, Caterpillar has chosen to interact and communicate 
with its customers primarily through this dealer network, which today stretches across six 
continents, with 180 dealers employing more than 130 000 people. Each dealer is the ‘face’ 
of Caterpillar in a particular geographic region, and dealers serve as Caterpillar’s ‘eyes and 
ears’ with customers. The enduring partnership between Caterpillar and its dealers is often 
seen as the company’s number one differentiator in the marketplace.

The Caterpillar–dealer relationship
Caterpillar’s global marketing organization is structured to support its worldwide 
dealer network. Employees in four marketing organizations – representing the Americas, 
Asia-Pacifi c and Europe, Africa, and the Middle East – are responsible for building 
and maintaining dealer relationships and supporting dealer sales efforts. These market-
ing organizations serve as the liaison between Caterpillar product managers and Cat 
dealers.

Each marketing organization is structured into regional and district offi ces that provide 
on-the-ground support for dealers. Most communications fl ow between Caterpillar and 
dealers through these district offi ces, with Caterpillar keeping the district offi ces aware 
of all marketing strategies and growth initiatives, and the district offi ces in turn updating 
dealers.

Caterpillar also provides services to help dealers support customers, maintaining a ready 
supply of high-value, competitively priced parts and providing service tools, training, repair 
processes, and technical information. Caterpillar also works closely with dealers to serve global 
and regional customers who demand the corporation’s direct presence in the relationship.
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In return, dealers keep Caterpillar informed about what is happening in the marketplace. 
As local experts and trusted advisors to Cat customers, dealers represent an ideal source of 
business intelligence.

The dealer–customer relationship
As the critical link between the company and its customers worldwide, Cat dealers under-
stand local markets, provide custom support, and develop long-term relationships with 
customers. They work to understand customers’ businesses and needs, when and where 
it is needed, to keep productivity up and costs down. A dealer’s chief responsibility is to 
take care of Cat customers – adding value to Cat products by bundling the company’s col-
lective resources and capabilities into integrated solutions that help customers succeed.

Caterpillar’s global dealer network has long been recognized as the best in the world 
at distributing parts and equipment. But Cat dealers do much more than sell products. 
They also offer rental and used equipment, information products, business planning serv-
ices, fi nancing, insurance, and more through dealer main stores, branch stores, Cat Rental 
Stores, and the web-based Dealer StoreFront and PartStore.

While dealers rely on traditional and new-media advertising techniques to reach cus-
tomers, the business is primarily relationship-driven. Face-to-face meetings, customer 
events, and site visits are the key methods through which dealers communicate with cus-
tomers. The use of the Internet to purchase Caterpillar equipment, particularly for smaller 
customers, is growing – providing new challenges and opportunities for Caterpillar
and dealers.

Customer events and visits
Caterpillar and its dealers also work in partnership to host customers at a variety of locations 
and events, showcasing the value of Caterpillar and dealer solutions.

Factory tours
 Caterpillar’s Corporate Customer Services group provides customers worldwide with in-

depth tours of various Cat facilities, reaching approximately 12 000 dealers and custom-
ers each year. The goal is to show fi rst-hand why Caterpillar is a world leader and allow 
customers to interact with the employees who are producing their products.
Demonstration centers

 Several Caterpillar Demonstration and Learning Centers worldwide are designed to 
demonstrate the value of Caterpillar products and services through the operation and 
application of our equipment. Dealers bring customer groups to these facilities to operate 
equipment in a real fi eld setting, then step into a high-tech classroom or meeting room 
for additional demonstrations or discussions about the company’s people and products.
Trade shows

 Trade shows provide an opportunity for Caterpillar to showcase its products, services, and 
people directly to customers in various industries. Through the use of interactive displays, 
audio-visual media, and personal contact with industry experts, Caterpillar develops an 
experience for visitors to reinforce its industry leadership position, solidify the Cat brand, 
and showcase the strength of its dealer network.

 Caterpillar participates in a variety of trade shows each year. One of the largest, 
which occurs every 3 years, is CONEXPO-CON/AGG. This show is a major event 
for Caterpillar with more than 125 000 customers and potential customers attending. 
Caterpillar’s exhibit in 2008 featured four displays, more than 60 000 square feet of 
exhibit space and over 400 employee show workers. The displays and messaging at this 
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event delivered a fully integrated marketing appeal to customers regarding the prod-
ucts, services, solutions, technologies, and value offered by Caterpillar and its dealers.

External communications

The reality of business is that every company must contend with a number of external factors, 
and successful organizations generally make the choice to embrace and participate in select 
issues that have the biggest impact on their business. To do so, Caterpillar and its leaders stay 
engaged with key industry, government, non-governmental, and community organizations.

Industry leadership

As a leader in a variety of industries, Caterpillar actively seeks opportunities to develop a 
network of business executives, policymakers, and scholars to develop innovative solutions 
to key business issues. In 2004 and 2006, for example, Caterpillar leaders participated in the 
International Construction Innovations Conference (ICIC) sponsored by Bradley University. 
This regular conference brings together global leaders in education, industry, and govern-
ment to discuss issues facing the construction industry. A small group of Caterpillar industry 
experts and customers also participates in a full-day, roundtable ideation session – a creative 
brainstorming process in which industry stakeholders, policymakers, and scholars discuss 
future trends and current challenges in the industry. The following represent just a few addi-
tional examples of Caterpillar’s industry involvement:

Caterpillar is actively involved in developing International Standards Organization (ISO) 
criteria and chairs the committee that develops global standards for earthmoving equip-
ment, including regulations for visibility, rollover protection structures, and braking.
Since 1993, Caterpillar has worked closely with the Tropical Forest Foundation to promote 
sustainable forest management, demonstrating how reduced-impact logging techniques 
and technology can increase harvesting effi ciency and provide environmental benefi ts.
In 2002, Caterpillar was a major sponsor of the Global Mining Initiative’s ‘Resourcing 
the Future’ conference, where the industry discussed key issues raised by the Mining, 
Minerals and Sustainable Development project. At MINExpo 2004, Caterpillar hosted 
‘Today’s Partnerships, Tomorrow’s Practices,’ drawing hundreds of industry representa-
tives to hear from experts and discuss best practices.
In 2006, Caterpillar signed a letter of intent with China’s National Development and Reform 
Commission (NDRC) to help China as it establishes policies related to growing its remanu-
facturing industry. Caterpillar is providing expertise to help the NDRC and Chinese research 
institutions pursue China’s 4R initiative: reduce, reuse, recycle, and remanufacture.
Caterpillar is a founding member of the United States Climate Action Partnership (USCAP), 
which is pressing for the establishment of a ‘cap and trade’ system that will put a price 
on carbon emissions and drive signifi cant reductions in an economically effi cient manner.
The company also holds a leadership role in the Council on Competitiveness’s Energy 
Security, Innovation and Sustainability Initiative and is an active participant in the 
UK-based Energy Technologies Institute, the Asia-Pacifi c Partnership on Clean 
Development, and Climate and other regional, national, and international organizations.

Policy advocacy

There is no product or service Caterpillar provides that is not impacted by federal and state 
legislation. Policy affects every part of the Caterpillar organization – facilities, products, and 
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even employee benefi ts. Caterpillar’s governmental affairs team works with public offi cials 
to help ensure legislation does not negatively impact the company’s operations.

Issue advocacy
 Issue advocacy is another name for lobbying – meeting with elected offi cials and their 

staffs to share Caterpillar’s concerns on an issue. Cat lobbyists try to persuade contacts 
that the company’s position on an issue is the correct one and urge them to support 
that point of view.
Association memberships

 An association is a permanent, formalized group that represents a broad interest. An exam-
ple is the National Association of Manufacturers (NAM), which represents the interests of 
US manufacturers. Caterpillar has representatives on several association boards to ensure the 
company’s voice is heard on all fronts. Caterpillar executives are active in the US Chamber 
of Commerce, the Manufacturers Alliance, the US–China Business Council, the Business 
Roundtable, the Business Council, and the Council on Competitiveness, among others.
Coalitions

 Unlike an association, a coalition is not permanent. It is a group organized to address
a specifi c topic, such as the National Alliance Against Blacklisting. The coalition lasts for 
the duration of the issue, and when it is over, the coalition dissolves. When appropriate, 
Caterpillar participates in or leads coalitions related to topics important to the business.
Grassroots coordination

 Grassroots activities range from members of Caterpillar’s political action committee writ-
ing letters to legislators to the company’s CEO writing a letter to the President. In 2007, 
Caterpillar used grassroots tactics to promote support for House passage of the US–Peru 
Free Trade Agreement.

Corporate Speakers Bureau

To encourage leaders across the company to speak out on policy issues critical to its business, 
Caterpillar has established a Corporate Speakers Bureau. Leaders can access speeches, pres-
entations, and talking points on globalization and trade, sustainable development, climate 
change, and global workforce issues, via the web. Leaders are encouraged to customize these 
materials and seek out internal and external opportunities to educate stakeholders on issues 
critical to Caterpillar’s success as a worldwide leader.

10.5.2 Case study 2: Core Construction, USA; annual revenue � $600 million

Company overview

The CORE Construction Group (CCG) companies have a history dating back 71 years when 
Otto Baum, a 26-year-old German immigrant bricklayer, began building masonry barn foun-
dations in central Illinois. His tools, a mortar box, mortar hoe, shovel, and a two wheel trailer 
towed by a very old Chevrolet, along with his strong work ethic, core values, and a strong 
Christian faith, provided a solid foundation for what is now the CCG. The CCG maintains 
successful operations in fi ve states with an annual volume of over $600 000 000. The sepa-
rate divisions include CORE/IL, CORE/AZ, CORE/FL, CORE/NV, and CORE/TX. The 
founder’s vision is still evident in all of the CORE divisions. Communicating the founder’s 
principles to those within the organization, and demonstrating their value to their clients, 
subcontractors, suppliers, and to external stakeholders, has allowed the CCG to grow into 
national prominence.
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The CCG is a multifaceted company providing general contracting, design-build, and 
construction management services to the construction industry ranked number 94 in the 
Engineering News Record’s top 100 contractors in the United States. The meaning behind 
the name CORE is very important to all of their employees as well as the clients they serve. 
CORE represents the core values of its founder, Otto Baum, and expresses the culture and 
foundation of the entire organization. These core values are honesty, integrity, fairness, and 
nurturing personal growth.

Management style and information fl ow

At CORE Construction, it is essential to the management of the organization that its, mission, 
vision, culture, and goals are enumerated, understood and accepted, and communicated to 
everyone involved in the company. This requires an orientation and explanation of how the 
company operates when hiring new employees. This orientation needs to describe all fac-
ets of the operation, including the communication among those who are stakeholders in the 
organization. This orientation is both job specifi c and general, so members of the organiza-
tion understand not only what is their job expectation, but how they interact within the com-
pany. They understand that they are representing the company to clients, subcontractors, 
suppliers, and the outside community. CORE Construction has an open ‘top-down and bot-
tom-up’ communication program. Ideas and concerns can be shared with top management 
without going through intermediary individuals.

Specifi c methods used by CCG including, but not limited to, estimating, contract writing, 
purchasing, project management, scheduling, fi eld operations, and safety are utilized as stand-
ard practices. CCG provides extensive training in these specifi c areas, both internally, and 
through the use of outside consultants. General operational policies, compensation, benefi ts, 
incentives, and strategic planning goals are also communicated throughout the organization.

The CCG established a constitution under the federalist system somewhat mirroring the US’s 
Federal and State governmental system. The CCG operates as the ‘federal’ government provid-
ing certain services to all companies, such as bonding, bank credit lines, all insurance including 
business and employees’ medical, fl eet, and equipment purchases, data processing, and inter-
nal accounting oversight. Policies and services are provided to the individual companies by the 
CCG. This is determined by a Board of Directors which consists of the President of each division 
and a Chairman of the Board. An assessment (similar to a tax) is charged by the CCG to each 
of the divisions to pay for the cost of these provided services which is budgeted at the begin-
ning of each fi scal year and approved by the CCG board. The CCG operates with a fulltime staff 
consisting of a president, secretary,  Certifi ed Public Accountant (CPA), and risk manager. The 
individual divisions operate as the ‘states,’ providing their own individual management of all 
the primary construction service operations required by their local markets and geographical 
locations. Local area business development, estimating, project procurement and purchasing, 
project management, scheduling, fi eld operations, job cost control, and invoicing are all respon-
sibilities of the individual divisions. The individual divisions are monitored quarterly by a 
Decision Making Board (DMB) consisting of the President and Director of Operations of the spe-
cifi c division and three individual shareholders employed by one of the other divisions. There is 
a standard reporting format of all phases of the individual divisions which is the agenda for the 
quarterly DMB meetings. Each of the individual divisions has a separate DMB.

Delivery methods

CORE uses three primary construction delivery methods to obtain the largest percentage of 
their work. These methods are competitive lump sum bid, Construction Management (at Risk), 
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and Design Build. Business development is both provided by the individual divisions and 
through the use of national advertising provided by CCG. The CCG companies place a major 
emphasis on client relationships, and, therefore, negotiate approximately 35–40% of their work. 
For example, CORE/IL has, over the past 20 years, constructed seven major buildings for a 
single college campus. Repeat clients are a testimony to the core value culture of the CORE 
companies of fairness, honesty, and integrity when dealing with their clients. Preconstruction 
services, preliminary budget estimates, and value engineering are provided on many CCG 
projects to assist the owner and Architect/Engineer (AE) in using effi cient construction meth-
ods to reduce the project costs and control the budget. Maintaining good subcontractor relation-
ships is essential to the CCG companies. In order for the CCG companies to obtain the lowest 
cost for the client, they must receive all of the lowest qualifi ed subcontractor bids on a project. It 
is CORE’s policy and responsibility to qualify subcontractors for their ability to adequately main-
tain the workforce and have the fi nancial viability required to maintain a project’s schedule.

CCG encourages the individual CORE divisions to be involved in their local communi-
ties through their involvement in local governments, charitable organizations, and to lead by 
example, that everyone has either time, talent, or fi nancial resources to provide support to 
these organizations. CORE/IL has established a foundation for their corporate giving which 
is administered by their internal foundation board. Other CORE divisions have established 
‘CORE CARES’ to assist community organizations.

10.5.3 Case study 3: River City Construction, USA; annual revenue �
$178 million

Introduction

Over its fi rst 23 years, River City Construction has grown continuously, radiating outward 
as it gains relationships with new customers, subcontractors, and suppliers. Their manage-
ment and administrative group now numbers over one hundred with an additional 400 fi eld 
personnel. Over the past 5 years, River City Construction has averaged $178 million in annual 
revenues and plans to grow to an average of $225 million over the next 5 years. The vision of 
leadership has grown beyond Central Illinois and Illinois into the surrounding states. Services 
have grown to include design-build and turnkey projects. River City Construction has also 
expanded by opening three branch offi ces in Benton, IL; Huntley, IL; and Ashland, MO.

Communication tools

The ability to communicate as an integrated project team is becoming increasingly criti-
cal on construction projects. As the construction industry demands that projects be 
completed in abbreviated periods of time, project teams face the complex task of dissemi-
nating information to all project stakeholders in the most effi cient and effective (timely) 
manner possible.

The basic and most commonly used communication vehicles run the gamut from the tel-
ephone and fax to email and instant messaging to the use of portal sites. These modes of 
communication can make most project information readily available to both internal and 
external project stakeholders. Yet, even with these communication tools, the most often 
overlooked impediment to effective communication is not deciding the mechanism to share 
information among project participants but more importantly, communicating the informa-
tion in a manner that tells people what they need to know, how it will impact them and 
allows for appropriate feedback. Still, communication is often one-sided and feedback is 
typically limited or nonexistent.



170  Construction Stakeholder Management

Partnering workshop

It is for that very reason that River City Construction begins all major projects with a 
Partnering Workshop and holds quarterly follow-up partnering sessions to ensure that the 
lines and means for appropriate communication that were established at the original work-
shop are working effectively. Partnering, in its simplest form, is a semi-formal structure that 
establishes working relationships, on an equal basis, through a mutually developed strategy 
of communication, coordination, and cooperation.

Partnering is about a common sense approach to building a project. It is getting along 
with the people you work with and getting the project done with quality, effi ciency, and 
profi tability for all parties involved. It creates a truly win-win situation for the owner, 
architect, engineer, contractors, and all participating entities. The key elements in part-
nering include:

1. effi cient and effective communication
2. commitment
3. equity
4. trust
5. development of mutual goals
6. continuous evaluation

The River City Construction philosophy of partnering creates ownership for everyone 
involved in each aspect of the project. It is a simple idea, but an incredibly powerful tool. It 
allows every individual a chance to be heard. River City Construction believes that the part-
nering process creates opportunities for mutual trust, coordination of effort, and expedited 
problem solving through open communication. Working as a focused unit, each team and 
every team member has an incentive to deal fairly and resolve problems quickly and equita-
bly, as well as develop a deeper respect for one another.

River City recognizes that inadequate communication on projects, particularly as it 
relates to the expectations of the project team, contributes to frustration and a resistance 
by some team members to participate openly and honestly in discussing issues critical to 
the success of the project. Some team members may believe that it is benefi cial to keep 
diffi cult issues from the rest of the team for fear of the consequences. This, however, is 
absolutely the wrong approach and invariably delays the ability of the team to work 
toward a consensus solution and address those issues in a timely manner. Information 
that is critical to the work of others and to the overall success of the project must be dis-
cussed in an open and honest forum. Thus, it is imperative that each project team member 
feels comfortable acknowledging and discussing any issues that would have an impact 
on the project.

Through the partnering process, River City is able to address those impediments to appropri-
ate communication. At River City, the common expectations of the project team are fi rst identi-
fi ed, then the concerns of the team are examined and lastly impediments to the communication 
process are explored. Below are examples of this process used in a recently partnered project.

Expectations

The regular expectations of the stakeholders are highlighted below.

Owner/user group
Meet expectations
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Deliver project on time and budget
Confl ict resolution up front with quick resolution
Minimal change orders

Exceed expectations

Deliver project ahead of projected date with quality construction
Communicate and communication
Minimal change orders

River City Construction
Meet expectations

Complete on schedule
Under budget
Timely response from all parties
Safety – zero lost time
Open/honest communication
Participation in weekly meetings
Profi table project for all

Exceed expectations

Ahead of schedule
Final completion – 30 days from substantial
Zero recordable incidents
Same team used for future projects
Quick execution of project paperwork –  Request For Information (RFIs), submittals
Fun – enjoyable project for all

Subcontractors/suppliers
Meet expectations

Finish on time
Work as a team (respect)
Stay within budget
Build relationships – long term
Safety participation
Quality end product
Provide good leadership – set example
Communicate
Coordination
Suffi cient manpower
No surprises

Exceed expectations

Finish on or ahead of time
Stay under budget
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Owners’ expectations exceeded
Zero lost time incidents or accidents
No punchlist
Satisfi ed customer
All are profi table
Paid on time

Greatest concerns of the project team

Schedule-liquidated damages – 3
Poor communication – 3
Weather – 3
Gaps in coordination – 3
Site congestion – 3
Permit and regulating – 3
Decision-making – 3
Cost – 2
Submittals – 2
Cooperation – 2
Safety – 1
Underground conditions? – 1
Closeout – 1

Given this array of stakeholders, it is sometimes worthwhile to adopt a structured approach to 
communication where a group is involved. For instance, the group could be reached via a named 
individual who will serve as the channel of communication. Table 10.1 illustrates how named 
individuals have represented groups within the context of this case study. Using these represent-
atives has been quite effective and has minimized the aspect of noise in communication.

The communication processes utilized by the project team during the course of a project 
can dramatically infl uence, either positively or negatively, the degree of success achieved in 
that project. The challenge is to communicate in a manner which respects the views of others, 
while at the same time, provides an opportunity for constructive discussion and feedback.

10.6 Conclusion

This chapter has discussed the concept and relevance of communication. Whether an organi-
zation is big, medium, or small in size, communication is useful to it. Without communication, 
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Table 10.1 Decision making, communication and issue resolution (POC, point of contact for 
communication.)

Organization Level 1
Day-to-day

Level 2
Time or money

Level 3
Buck stops here

Owner/user group Rick (POC) to owner and user Rick Board of managers

Architect John & Jerry to consultants, 
John (POC)

John & Jerry Willie S

River City Construction Kent to subcontractor/supplier Cody (POC) Bernie
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many things will not be done. Particularly, an organization cannot engage its stakeholders 
effectively without communication. The case studies in this chapter illustrate the diversity of 
stakeholders and their different expectations. It is via dialogue with stakeholders that their 
respective needs can be met. It is also via good communication that differing stakeholder 
requirements can be addressed. Communication is certainly not the only solution to meeting 
stakeholders’ requirements but it certainly plays a major role. The signifi cance of communica-
tion in stakeholder management should thus not be undermined.

As there are different stakeholders, the means to communicate with them will vary. Even 
with a particular stakeholder, the circumstances on hand should dictate the means of com-
munication and engagement. It is thus worthwhile to be conversant with how to communi-
cate in diverse ways and to use this circumspectly.
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11.1 Introduction

The UK construction industry is widely viewed as fragmented and diverse due to its 
project-based nature. According to Wild (2002), 80% of construction projects involve 
one-off clients and are non-recurrent. There is mounting pressure for construction to col-
laborate. The discourse of change towards collaboration espouse improved contracts, 
communications and management (Egan, 1998). The recommended change, however, 
remains aspirations of the policy makers (Wild, 2002). The inception, design, construc-
tion and operation of any construction project require the participation of various agents 
according to their professional knowledge, experience and their required input into the 
specific project. By nature of the diverse number of participants in construction, the 
delivery of projects requires collaboration by these participants. However, each constitu-
ency of participant or participants has its own agenda and interests. Each constituency of 
participants will mobilise its resources, knowledge and practices, as part of the project, to 
meet its interests. These interests are mainly financial to achieve a competitive edge over 
their competitors (Elmualim et al., 2006). Hence, there is a stringent need for collaboration 
between various organisations from architectural practices, consulting engineers, general 
contactors, specialised sub-contractors, to manufacturers and material suppliers as well 
as management firms in the delivery of construction projects. This intra-organisation 
collaboration is mirrored by an inter-organisational practice. It is argued that individual 
and organisational behaviour is highly influenced by national culture (Hofstede, 2001, 
2003). The conflict arises when an individual, an organisation or a group of individuals 
or organisations meet their own interest and ignore the interests of others. The dichot-
omy is that many firms and individuals while engaging in collaborative practices are 
seeking competition to advance their interests through competitive practices (Elmualim 
et al., 2006). Such practices of collaboration and competition at both levels of intra- or 
inter-organisations have caused the emergence of a culture of adversarial attitudes 
(Egan, 1998) that are pertinent within construction and decried by all (Green and May, 
2003). The most compelling and pressing question is why organisations and individu-
als develop such paradoxical practices of competition and collaboration? And what are 
the implications of such behavioural traits on stakeholder management in construction? 
No doubt the role of culture and leadership to further advance mutually collaborative 
projects through stakeholder management needs no elaboration. To attempt to address 
these paramount questions requires adopting a multidisciplinary approach, particularly 
a psycho-socio structural approach that seek to understand culture and leadership and 
advance mutual relationships in construction through stakeholder management.

11 Culture and Leadership in 
Stakeholder Management
Abbas Ali Elmualim
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11.2 The role of culture and leadership 
in stakeholder management

The introduction of stakeholder management as a concept in construction attempts to rede-
fi ne construction organisations by understanding how individuals or groups can affect or 
be affected by the realisations of construction fi rms’ objectives. According to Friedman and 
Miles (2006), an organisation should be viewed as a grouping of stakeholders. The role of 
an organisation therefore is managing the interest, needs and viewpoints of all stakeholders. 
The conventional strategic view of stakeholders focuses solely on their management as part 
of the process of pursuing profi ts for the shareholders. Recently synthesised and integrated 
views for stakeholder management are emerging such as the multifi duciary approach where 
stakeholders are viewed as more than mere parties to wield economic or legal power (Carroll 
and Buchholtz, 2006). The multifi duciary approach states that an organisation has fi duciary 
(trust and duty) to stakeholders as well as shareholders (Carroll and Buchholtz, 2006).

Friedman and Miles (2006) investigated and synthesised many defi nitions of the concept in 
strategic management particularly building on the work by Freeman (1984). The concept was 
further elaborated on by Starik (1994) by adding that stakeholders are individuals or groups 
with which organisations interact and who have a stake or a vested interest in the organi-
sation (Starik, 1994). Furthermore, the concept included the principles of corporate legiti-
macy and the stakeholder fi duciary principle (Evan and Freeman, 1993, Friedman and Miles, 
2006). The principle of corporate legitimacy aims to safeguard the rights of groups and those 
groups have to be participating in decision-making processes that substantially affect their 
vested interests. The corporation should be managed in a way that benefi ts its stakeholders. 
The fi duciary principle views the organisation as an abstract entity and its managers/leaders 
being entrusted with acting in the best interest of stakeholders and the organisation. The fi du-
ciary principles require honesty, adequate care, transparency and trust in avoiding personal 
gain or harming the interests of the stakeholders (Friedman and Miles, 2006). According to 
Friedman and Miles (2006), stakeholders may include all or some the following: shareholders, 
customers, suppliers and distributors, employers, local communities, stakeholders represent-
atives, NGOs, competitors, Governments/policy makers, fi nancier, media, public in general, 
non-human aspects such as the earth and natural environment, business partners, academics, 
future generations, past generations, archetype or memes.

Much of the literature on stakeholder management lies within the strategic management 
arena. In strategic management, the stakeholder theory and practice is about segmentations 
of stakeholders to enable organisation to investigate various ways of dealing with each stake-
holder segment or group (Friedman and Miles, 2006). Friedman and Miles (2006) articulated 
that the literature treated managers (or leaders as the focus of this chapter on managers as 
leaders) in many ways. Managers/leaders are regarded as part of the stakeholders with 
access to organisation resources. Managers/leaders are viewed in the literature as referees or 
the go between investors and employees.

It is argued that there will be different approaches to stakeholder management depending on 
the cultures of organisations, industry or society as large. Most of the literature is solely focused 
on the Anglo-American profi t-seeking organisations. Other human cultures might have less 
emphasis on profi t returns. Indeed organisations, industry and human cultures vary enormously 
(Elmualim, 2007a). It is evident that the style of managers/leaders and aspect of cultures whether 
at organisation, industry or society unit of analysis will have a profound implication on the prac-
tice of stakeholder management. The current terrain of construction – in the western world with 
the adversarial and confl ictual attitudes as the norm – will hinder the application of such a concept. 
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There are various norms at organisational or societal level. The argument is that in the circum-
stance where there are confl icting norms, the hyper-norm should be adhered to (Friedman and 
Miles, 2006). Managers and leaders of organisations are considered to be the central group steer-
ing the role of stakeholder management (Friedman and Miles, 2006).

It is vital to readdress and redefi ne not only the role of organisations in the construction 
industry but also the roles of culture and manager/leaders that best harness and exploit the 
practice of stakeholder management.

11.3 The reality of construction terrain

11.3.1 Fragmentation of the UK construction industry

According to the fi gures from the Department of Trade and Industry (DTI), the UK construc-
tion sector employs more than 1.6 million people with a third registered as self-employed 
(DTI, 2003). The UK construction is dominated by small and medium enterprises and with 
output of more than £83.5 billion. The sector is highly fragmented with low levels of work-
load continuity, little interdependence and communication and lack of trust. According 
to Egan (1998), this sector’s fragmentation led to the extensive use of subcontracting and 
prevented the continuity of effi cient and effective team work. However, this fragmentation 
assisted organisations in having greater fl exibility to deal with highly varied workloads. 
Eventually, the sector’s overriding practice is characterised by adversarial relationship, low 
cost, short-term profi ts and opportunistic behaviour (Green et al., 2004). Best practice initia-
tives such as teamwork, collaborative work and the call for higher level of trust are failing 
to bring about dramatic changes that are sought (Egan, 1998).

Large construction fi rms in the UK are typically seen as hollowed-out organisations in that 
very few of them actually carry out the work themselves. Practically all their work is carried 
out by subcontractors or by subcontract labour. The large fi rms are thus more involved in man-
aging the processes on projects rather than doing the work themselves. This has implications in 
that if collaborative models are to be formed to promote knowledge transfer at all levels closer 
to the workface and users, then this will probably have to take place with people from differ-
ent organisations. Secondly, it means that large contracting fi rms have limited infl uence on pro-
moting learning at the levels that work actually gets done. However, they have a great deal of 
infl uence in promoting learning among ‘white collar’ workers. A signifi cant factor explaining 
the negative examples of inter-organisation communication is the relatively low level of trust 
that exists between these organisations and individuals representing them. The importance of 
trust in intra- or inter-organisations is increasingly being recognised, with a lack of trust likely 
to inhibit the extent to which people are willing to share knowledge and experiences with each 
other (Hislop, 2005). Trusting relations are based on, and develop from, an expectation of reci-
procity. However, the nature of intra- and inter-organisation social relations, where the consen-
sual knowledge base is limited, or where people have a limited sense of shared identity, makes 
the existence of trust less likely and the development of trust more diffi cult. Coupled with this, 
construction projects run to very tight timescales and thus coming together to meet, for the 
purpose of sharing knowledge and developing mutual interests, is not seen as a priority to a 
number of project staff. Getting staff to collaborate online also poses its own diffi culties in that, 
on many projects, the IT infrastructure which houses collaboration software is not always avail-
able (Egbu, 2004).

The industrial recipe of construction has been defi ned as the overriding culture that typi-
fi es a particular industry. Culture has been defi ned as the deeper level of basic assumptions 
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and beliefs that are shared by members of an organisation, that operate unconsciously and 
defi ned in a basic ‘taken for granted’ fashion, as an ‘organisation’s view of itself and its 
environment. The industry recipe is thought to be particularly strong in the construction 
industry, the fl avour of which is captured in the perceived view of the traditional design–
tender–build method of procurement, in which design is separated from construction and the 
system characterised by fragmentation, friction and mistrust. Newer forms of procurement, 
such as construction management and partnering, are being used although slowly as vehicles 
to change the industry recipe (Fernie et al., 2004; Green et al., 2004).

11.3.2 Dichotomy of competition and collaboration in construction

The need for a greater degree of competition was undoubtedly one of the guiding threads of 
public policy during the 1980s and 1990s. During this era, governments repeatedly looked at 
competition as the means of achieving effi ciency.

Much of the current discourse of competitiveness is derived from Michael Porter’s 
typology of competitive advantage (Porter, 1980, 1985, 1990a, b, 1998). While Porter’s work 
initially focused on guiding fi rms whether or not to enter a particular industry, it has since 
become more commonly used to analyse relative market power as a means of informing 
strategic action. The analysis is often known as ‘Five Forces’, referring to the factors used. 
Porter proposes three generic strategies:

1. cost leadership
2. differentiation
3. focus.

Cost leadership strategies are deeply embedded within construction, largely because fi rms 
frequently struggle to differentiate their products. More recently, there is evidence of some 
companies adopting a ‘focus’ strategy by concentrating on particular market niches with 
a view to providing excellent services to a limited clientele. However, the assumption that 
such strategies are mutually exclusive has been repeatedly challenged in the literature. 
Furthermore, Porter notably offers little advice on how organisational resources are to be 
aligned in the effective implementation of the adopted strategy (O’Shaughnessy, 1996; Flint, 
2000; Klein, 2002; Connor, 2003).

Within the strategic management literature, the term competitive advantage remains 
ambiguous and is frequently criticised for being divorced from context. Competitive advan-
tage is seemingly a relative term that defi es universal defi nition. Whilst the discourse of 
competitive advantage remains attractive, there is little agreement on what it means in oper-
ational terms (Klein, 2002; Connor, 2003).

The broader community of strategic management researchers are highly critical of Porter’s 
perceived lack of precision (O’Shaughnessy, 1996; Flint, 2000; Klein, 2002; Connor, 2003). Flint 
(2000) is especially dismissive: ‘The terminology used in the fi eld of strategic management 
that might possibly garner the prize for the most overworked and least understood catch-
phrase is “competitive advantage”. The extension of that phrase into “sustainable competitive 
advantage” is currently an elaboration of ambiguity’.

The continued ambiguity of the discourse of competitive advantage has profound implica-
tions on the adopted managerial practices (Thomas, 2003), particularly, in the construction 
industry. The issue of which narrative of competitiveness is mobilised depends in part on the 
vested interests of different institutionalised groups. Managerial practice in construction can 
be categorised into identifi able constituencies (assembly of people, materials and practices that 
are governed by power, social relations/interactions, material practices, institutions and rituals, 
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beliefs and values and discourse) (Thomas, 2003) and sub-constituencies of interests as ascribed 
by industry participants. The identifi cation of different constituencies together with the need to 
contrast the ‘competitiveness discourse’ as mobilised by: (i) construction academics, (ii) construc-
tion consultants, (iii) construction practicing managers, (iv) the policy makers and (v) clients.

The terms competitiveness and competitive advantage are widely used within the strategic 
management fi eld and also in the UK construction. In its broadest sense, the term competi-
tive advantage means nothing more than success or superior fi nancial performance (Klein, 
2002). Within the strategic management literature, generally or in the context of construction, 
it is evident that the term competitive advantage is very ambiguous and becoming divorced 
from the context within which one operates (O’Shaughnessy, 1996; Flint, 2000; Klein, 2002; 
Connor, 2003; Thomas, 2003).

However, more recently sub-discourses have been mobilised to direct attention towards the 
damaging side-effects of destructive competition and the ineffi ciencies of adversarial relation-
ships (Egan, 1998; Blockley and Godfrey, 2000). Perhaps the so-called adversarial attitudes 
of the UK construction sector are a direct product of the mantra of competitiveness and the 
broader ideology of the ‘enterprise culture’. Certainly the holy grail of labour market fl ex-
ibility and the casualisation of the workforce has exacerbated the UK construction problems 
(Green and May, 2003). Within the domain of public procurement, emphasis has switched 
away from competition towards partnership. Current notions of ‘partnering’ and ‘collabora-
tive working’ are indicative of this same shift in discourse (Latham, 1994; Egan, 1998).

The supposed dichotomy between competition and collaboration/partnership however con-
tinues to attract much debate within both the public and private sectors (DTI, 1998; Egan, 1998; 
Hartfi eld, 1999; Fernie et al., 2004; Green et al., 2004; Karlberg, 2004). The distinction between 
competition and collaboration is something of a red herring. Firms seek to engage in collabo-
ration as a means of securing competitive advantage; that is, they seek collaboration as a means 
of securing long-term returns. Clients are likewise attracted to collaborative relationships on 
the basis of the alleged benefi ts of innovation and continuous improvement. Paradoxically, 
effective collaboration can therefore make construction fi rms and clients more competitive. 
Similar arguments apply throughout the supply chain, although there is frequently a signifi -
cant inertia to be overcome before fi rms can switch to relational contracting. It must also be 
recognised that fi rms frequently have to operate collaboratively and competitively at the same 
time, thereby eroding any prospects of an associated ‘culture change’. A further complication 
is introduced by the fact that some fi rms espouse the rhetoric of collaborative working whilst 
continuing to behave opportunistically.

11.4 Mutual and adversarial relationships

In today’s western-liberal culture, competitiveness and confl ictual relationships are ubiquitous 
cultural practices that are hegemonic in nature serving the interests of a few. Such competitive 
and confl ictual relationships are becoming the norms that are engraved in a conventional wis-
dom such that confl ictual relationships are inevitable expression of human nature (Karlberg, 
2004). According to Karlberg (2004), ‘throughout the contemporary public sphere, competi-
tive and confl ictual practices have become institutionalised norms. Indeed, contest models of 
social organisations and protest models of social change have become so ubiquitous that they 
tend to appear normal, natural and inevitable to those raised in western-liberal cultures’. It is 
further argued that the norm makes it diffi cult to envisage alternatives (Fellman, 1998).

Advancing collaboration through mutualistic relationships requires understanding of 
power sharing and distribution amongst individuals, across organisations and society 
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at large. Indeed ‘in the long history of mankind those who learned to collaborate and 
improvise most effectively have prevailed’ (Darwin, 1859). Our existence as human 
beings will depend greatly on mankind to act together, though we might be thinking 
differently (Hofstede, 2001).

Archaeology and anthropology suggest that evidences of both modes of behaviour are as 
two strands woven in the human culture. The paramount questions are: is the culture of con-
test and protest a refl ection of human nature? Are humans having the potential for either 
adversarial or mutualistic behaviours? What are the implications? Which culture promotes 
social justice and ecological sustainability?

11.4.1 Adversarialism

Adversarialism is the pursuit of mutually exclusive interests by individuals or groups work-
ing against one another. Adversarialism appears in the form of contest, competition and 
confrontational relationships. According to Karlberg (2004), ‘though not all of adversary 
practices and forms of expressions may not be problematic, these forms of cultural codes are 
maladaptive, maladjusted and maladroit’. Adversarialism creates a division between win-
ners and losers.

11.4.2 Mutualism

On the other hand, mutualism is the pursuit of mutually inclusive gains by individuals or 
groups working with one another. Mutualism enhances the chances of all members of the 
group to have the benefi t of being winners, though the sense of winning might not be of 
a tangible form (Karlberg, 2004). Many schools of thought such as feminism, systems the-
ory, ecology and environmentalism, communication theory and alternative dispute resolu-
tions advocate the vitality of mutualistic relationships to advance human progress. However, 
mutualism is diffi cult to evaluate and to a greater extent is being marginalised because of 
the norms and therefore appear naive and idealistic (Karlberg, 2004). To fully appreciate the 
benefi t of the application of mutualistic relationship in real cultural communities, there will 
be a stringent need to have all embracing vision established through the understanding of 
structures, practices, institutional structures and strategies and collective decision-making 
processes.

11.5 A Tripartite axiological system

Construction organisations are shaped by divergent objectives and the specifi c interests of dif-
ferent individuals, groups or departments; each one with their own power base and discourse 
to legitimise their interest to the wider organisation (Hardy et al., 2000). This specifi cally identi-
fi es the fragmentation of the construction industry as a whole and organisations operating in the 
construction market. Hence, the construction organisations can be described as pluralistic organi-
sations that are characterised by multiple objectives, diffused power and knowledge-based work 
processes (Denis et al., 2007). According to Denis et al. (2007), pluralistic organisations throw three 
types of problems for those who wanted to promote concerted organisational actions:

individual autonomy;
infl ationary consensus;
layering of structures.

●

●

●
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Individual autonomy is associated with diffuse power and emphasis on knowledge-based 
work. Pluralistic organisations endeavour to provide a broad scope for individual action, 
encouraging local development and fl exibility. This can become a barrier to the integration and 
coordination of the organisation as individuals have the freedom to dissociate from the com-
mon objectives of the organisations. The second problem is the ‘infl ationary consensus’. Under 
diffuse power, in practice, building a consensual decision may be achieved at the expense of 
realism. The third is that decisions and strategies are produced by the same people and proc-
esses which can result in producing a various layering of structures (Denis et al., 2007).

In any construction project, individuals are required to take decision in relation to other 
parties in the project. These decisions might be enacted in a mutualistic or adversarial man-
ner to promote the interest of the whole entity or oneself or organisation limited interest. 
Those individuals are part of the organisation and part of the society as a whole. There is 
a tripartite axiological system involving the interaction between society, fi rms and indi-
viduals. This system is inherently ‘irreducibly complex system’ (Karlberg, 2004). It is evi-
dent that there is interplay between psychological and sociological behavioural dynamics 
(Lips-Wiersma, 2002). ‘Psychological theory is fundamentally concerned with constellations 
of personal beliefs, attitudes and attributes and based on the assumption that individuals 
potentially have a moderate degree of destiny or control in their career’ (Hotchkiss and 
Borrow, 1990). While sociological theories emphasise the role of the environment based on 
the assumption that reality is socially constructed and institutionally infl uenced, culture and 
structure play an important role in shaping personal behaviour, experiences and opportuni-
ties. Individual shared stories show the duality of psychological and sociological infl uences 
and highlight a wide range of relationships and interactions. There is an assumption that in 
changing oneself, one can exert infl uence on his/her organisation and hence the proposi-
tion of one can change the world. Likewise individual choices, decisions and behaviours are 
greatly infl uenced or limited by organisational structure and culture (Lips-Wiersma, 2002).

In attempting to fully understand the drivers for mutualistic or adversarial behaviours, 
a different but complementary perspective is needed. This perspective is the notion of this 
chapter. It is argued that to understand the model of adversarial behaviours in construction 
and advance mutualistic relationship, a perspective of psycho-structural and socio-structural 
is needed. This perspective can be enlightened further by understanding power and its dis-
tribution. Such a joint perspective helps sheds lights on the reasoning underpinning adver-
sarial or mutualistic behaviours.

11.6 Psycho and socio-structural perspective

Culture has a complex and different shades of meaning (Hofstede, 2001, 2003). It is a collec-
tion of systems of representations, meanings, beliefs and other ideological variations among 
particular social groups (Hofstede, 2001). It encompasses political, economic, legal and other 
structural variations among social groups (Karlberg, 2004). Culture can also be seen as social 
heritage. These phenomena are socially learned or constructed, relatively fl uid and variable 
between populations and across generations, and hence there are infi nite cultural represen-
tations (Hofstede, 2001). At organisational level, culture is the collection of relatively uni-
form and enduring values, beliefs and customs, traditions and practices that are shared by 
an organisation’s members, learned by new recruits and transmitted from one generation of 
employees to the next; it is the way we do things around here; the way we interact and the 
way we cooperate or compete. Hofstede (2001) refers to the mental programming of humans 
that is physically determined by the brain cells. However, it is diffi cult to observe these 
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mental programmes physically but are possible to be observed through human behaviour 
(Hofstede, 2001). According to Hofstede (2001), every person’s mental programming is partly 
unique, partly shared with others at the three levels of individual, collective and universal.

In the broadest sense, culture is the entire social heritage of a community including mate-
rial, ideological and structural expressions. These contingent expressions can be socially 
learned or constructed. For example our need to eat or drink is an innate characteristic of 
our human nature; however, all forms of our tastes in food including the diverse ways of 
producing and distributing food are expressions of our human culture. Indeed, and accord-
ing to the anthropologist Clifford Geertz ‘our capacity to speak is surely innate; our capacity 
to speak English is surely cultural’ (Geertz, 1973). The interplay between human nature and 
culture is well established as our need for culture itself is an innate characteristic of human 
nature. Hence the distinction between nature and culture is very subtle and very complex 
(Hofstede, 2001; Karlberg, 2004).

Culture has a great impact on the managers’ and leaders’ thinking and decision making. 
However, with the potpourri of culture it is hard to summarise messages our culture is giv-
ing to leaders in terms of ethics and morality and community management (Carroll and 
Buchholtz, 2006). Confl icts are there in organisations working in foreign countries. A proc-
ess and type of reconciliation and balance to honour both cultural and moral standards is 
required but not easily achievable.

Having said this, the distinction between natural and cultural practices is of paramount 
importance to the study of managerial practices in construction. As adversarial practices 
in construction have been internalised, they are then represented as natural and inevita-
ble to those who have internalised them. The prevailing assumptions are that adversarial 
practices are, as commonly argued, part of the fundamental make up of human nature 
as we are intrinsically selfi sh and aggressive (Lewontin, 1991). However, Karlberg (2004) 
suggested that such assumptions are not only misinformed but socially oppressive and 
ecologically unsustainable and that there is a need to establish norms to regulate human 
nature (culture).

Cultures are not monolithic entities and are processes of physical and cultural evolution 
that are not distinct nor sequential. The fundamental issue is that cultural practices can 
become internalised and therefore appear natural, inevitable and impossible to change. In 
his study, Hofstede (2001) found variations of individual behaviour across the globe. These 
behavioural variations where individual can be cooperative or competitive depend on 
power distance (relating to human equality), uncertainty avoidance (related to stress level 
in unknown circumstances), individualism versus collectivism (related to the individual 
integration into the primary group), masculinity versus femininity (related to the division 
of the emotional roles of men and women in society) and long term versus short term that 
relate to the focus of people’s efforts on the present or the future (Hofstede, 2001).

It is evident that to understand human behaviour, one needs to appreciate the two levels 
of culture: the socio-structural and the psycho-structural elements (Hofstede, 2001, 2003). The 
socio-structural element of culture (the culturally contingent models of social organisations) 
deals with groups and organisations of society and the relationship between labour and capi-
tal in capitalist economy, between fi rst and third world nations in a post-colonial world order. 
Changes here are done through reforming underlying structures such as making of laws and 
regulations (Karlberg, 2004).

The psycho-structural dimensions of culture (understanding the contingent structure of the 
human mind) highlight subjective understandings of individuals. Changes here are by rais-
ing awareness, rethinking values or identities or reforming attitudes and beliefs (the subjective 
structure of the mind rather than the structure of social organisations). This can be appreci-
ated at the early years of development of individuals, mostly in childhood and adolescents, 
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although media campaigns for different age groups or specifi c groups can be used these days 
to achieve the desired changes (Karlberg, 2004).

It appears that there is a need for a dual strategy. Individual humans have the potential for 
adversarial as well as mutualistic behaviour. The degree to which we realise either of these 
potentials is a function of the cultures we are raised within (Hofstede, 2001; Karlberg, 2004).

11.7 Power to facilitate stakeholder management

Hislop (2005) argues that one of the major criticisms of the majority of the mainstream man-
agement literature is the neglect of issues of power and confl ict. Greater account of ‘unequal 
relations of power’ within organisations has been neglected by subsequent writers, with 
the exception of the few (Lave and Wenger, 1991; Fox, 2000). Lave and Wenger (1991) dis-
cuss these issues of power and confl ict and their appeal for future analyses. Fundamentally, 
individuals and organisations in construction have inherent tensions built into them which 
unavoidably results in them possessing an, ‘unequal distribution of power’. The uneven dis-
tribution of power results from the reality of the diversity of construction and hence par-
ticipants in the processes are not necessarily equal. This uneven distribution of power creates 
potential confl icts in the processes of construction projects (Wild, 2002). There are many 
spheres where power can be manifested and utilised. Economic and political power are often 
used but there are other subtle sphere of power in business such as cultural, technological 
and environmental power (Carroll and Buchholtz, 2006).

According to Karlberg (2004), there are four distinct power distribution models whether 
related to individual or organisations. The fi rst model of power distribution is power over, 
to have power to and to have power over, that is derived mainly by culture of contest. This 
model of power distribution results in a state of inequality between parties coupled with 
adversarial relationships. The second model of power distribution is assisted power which 
results again in a state of inequality but might help to develop mutual relationships. The third 
model is the balance of power that results in equality between parties with probability of the 
parties resorting to adversarial attitudes. The fourth model is mutual empowerment or power 
with (mutualism). This model clearly advances mutualistic relationships on an equal basis.

Indeed, the model of contest can be seen in our economic, legal and political systems. In 
academia, the Greek-based competition – epistemological model of contest of ideas (intellec-
tual contests) – is viewed as the best way to generate knowledge by structuring its produc-
tion as a contest between competing ideas. This assumption views humans as aggressive and 
greedy by nature ‘Natural selection’ (Karlberg, 2004). However, cultural models of coopera-
tion are seen as enablers for humans to survive rather than aggressive impulses. ‘Rejecting 
the fundamentally self-interested and competitive understanding “homo economus”, econ-
omist expand the understanding of human nature as cooperative, altruistic and even self-
sacrifi cing’ (Geertz, 1973). Such assumptions can also be seen in game theories and among 
economists. Furthermore, other schools of thought such as Feminism, System theory, 
Ecology/Environmentalist and Communication theories advocate the later models of cul-
ture, a culture of mutuality.

Feminism argues that aggressive and competitive structures serve as structures for male 
domination. In Feminism theory, empowering others is seen as rewarding and gratifying 
activities. Women stress power as a capacity rather than domination (Boulding, 1977). This 
paradigm of thinking is complemented by System theory. System theory is a relational para-
digm that characterises the study of complex systems adapting a holistic or systemic focus that 
reveals the connections or interrelations within the system. It aims to understand the whole-
ness or interdependence of a system sharing an adaptive organic view of the world/system. 
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It further emphasises the reality of increasing interdependence and the need for a movement 
towards post-hegemonic cultures (Karlberg, 2004). System thinking requires that individual 
members of a system should be attached to the vital interest of the whole and not to hesi-
tate to subordinate every particular interest for the sake of overriding interests of the whole 
(Sherwood, 2002). In a world of increasing interdependency, the interests of the parts are best 
reached by the advantage of the whole; as no lasting results can be achieved by any of the 
component parts if the general interests of the whole entity itself are neglected or marginal-
ised by any of the parts. System thinking advocates an integrative power model. This integra-
tive power model is seen as ‘the capacity to build organisations, to create families and groups, 
to inspire loyalty, to bind people together, to develop legitimacy’ (Boulding, 1990). Such is 
the underpinnings of the Ecology/Environmentalism model that provide an epistemological 
model for reconciling ‘oppositional’ viewpoints where the differing views are seen as comple-
mentary and necessary for the dynamics of the group (Karlberg, 2004, Sherwood, 2002).

Another school of thought that promotes mutualistic relationships is Communication 
theories. Theories of interpersonal communication suggest that adversarial modes are coun-
terproductive within families, among friends and co-workers. Individuals can’t afford to 
offend each other especially in long-term relationships. Communication theory advances 
the interest of the group by developing a collective discourse through dialogue. A dia-
logue opens up the channels that ‘contribute to the thinking about an issue so that everyone 
involved gains a greater understanding of the issue in its subtlety, richness and complex-
ity. An understanding that engenders appreciation, value and sense of equality’. Absent are 
efforts to dominate others because the goal is the understanding and appreciation of one 
another’s perspective rather than the denigration of some simply because they are different 
(Foss and Griffi n, 1995).

11.8 Leadership for stakeholder management

11.8.1 Leadership in construction

Leadership and practice in construction is continually developing with ongoing research mainly 
in other fi elds such as strategic management and organisational theories. Leadership models, 
capabilities and theories have developed over the past century to understand what makes a 
leader or a person with authority (Chan and Cooper, 2007). Within the realm of construction, 
leaders are criticised for being a technocratic totalitarian type with a ‘lip service’ given to con-
tested themes of empowerment and teamwork (Green, 1998). Green (1998) further commented 
that all calls for change within construction are imposed on organisations to ensure control of 
the processes by the dominant power groups. He further added that ‘whilst industry leaders are 
fond of calling for attitudinal and cultural improvement, the language of the accepted research 
agenda continually reinforces the industry’s dominant culture of control and command’. In a 
study with in-depth interviews with leaders in the UK construction industry, Chan and Cooper 
(2007) found that leaders are highly motivated by pursuing personal agendas.

It is apparent that there are various business and professional moral and ethical challenges 
facing construction today. Many of these moral and ethical challenges are associated with the 
contemporary culture of construction such as confl ict of interest, customer needs and service, 
fair competition and responsibilities. The fi erce competition within construction is seen to 
engender the unethical behaviour which is prevalent in construction (Elmualim, 2007b). Such 
unethical attitudes will no doubt hamper the practice of stakeholder management. Although 
there are various codes of ethics governing the practice within construction, breaches in pro-
fessional responsibilities are common (Bowen et al., 2007).
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Recently, the role of leadership and entrepreneurship in construction is widely being 
examined due to the dynamic and changing nature of the industry. Although there is a 
wealth of management knowledge evolving around leadership in other disciplines, it is 
contested that leadership as a concept is not fully understood nor developed in construc-
tion. It is argued that leadership studies in construction management remains inadequate 
(Chan and Cooper, 2007). Toor and Ofori (2007) in their survey of authentic leadership 
in construction found that individuals are not satisfi ed with authenticity of their manag-
ers/leaders as well as their organisations. They further concluded that ‘the overall per-
ception of the ethical and professional environment of overall construction industry is 
not healthy’. This profoundly will have a great implication for stakeholder management. 
Having said that, leadership studies in construction focus solely on managerial function-
alism and to a great extent ignoring the broader sociological, psychological, historical and 
political perspectives of leadership (Chan and Cooper, 2007), hence the difference between 
a manager and a leader. Current educational and management practices within construc-
tion focus on managerial aspects of leadership, hence, the industry has managers and 
being criticised of lacking aspiring moral and authentic leaders.

Having said that, in construction as in other disciplines leadership practice and study will 
ever remain a fascinating subject. According to Munshi et al. (2005), leaders are vital for the 
progress of organisations at all levels. Particularly important are the two distinct roles per-
formed by leaders; fi rstly motivation of others particularly into new arenas and secondly 
instigating organisations, structure and environment that foster innovation and continual 
improvement (Munshi et al., 2005). Leaders are seen as individuals with vision; with the 
ability to take groups or organisations into new territories where there is lack of knowledge 
(Chan and Cooper, 2007). During the past half-century, it is estimated that over a thousand 
studies were conducted to establish the styles, characteristics or personality traits of great 
leaders. However, none of these studies have produced one style that individuals can imi-
tate (George et al., 2007). ‘No one can be authentic by trying to imitate someone else. You can 
learn from other experiences, but there is no way you can be successful when you are trying 
to be like them. People trust you when you are genuine and authentic, not a replica of some-
one else’ (George et al., 2007).

Without a doubt the study of leadership can’t be separated from the study of culture and 
power. However, there are fi ve main clusters of theories describing leadership:

contingency
transformational
transactional
distributed
structuralist theories.

Contingency theories assert leaders as taking action in diffi cult circumstances. The diffi culty 
here is that any response or decisions taken by the leader are dependant on the context or the 
situation in which the response or the decision was taken.

The transformation and transactional theories examine the differences that exist 
between leaders and followers. Transformation theories place a signifi cant emphasis on 
vision and effective communications through personal qualities such as charisma (Strange 
and Mumford, 2002). On the other hand, the transactional theories point to the reward 
and punishment system (carrot and stick) that will infl uence the attitude and behaviour of 
followers.

The rationale underpinning distributed leadership theories is that new forms of inter-
dependence and coordination (a characteristic of the construction industry) give rise to 
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distributed managerial and leadership practices. The emphasis of this cluster of theories is on self-
management (Munshi et al., 2005).

The structuralist leadership focuses on organisation systems and the inclusion of sys-
tem thinking whereby leaders are facilitators and responsible for the creation of organi-
sational structures that allow effi cient and effective distribution of resources (Chan and 
Cooper, 2007).

Most of these early theories were mainly concerned with fi nding out styles and character-
istics of leadership based on the assumption that these are what differentiate leaders from 
followers. Sceptics of these theories argue that having an individual with such characteristics 
will not necessarily mean that this individual can become a leader (Chan and Cooper, 2007). 
Indeed some theories according to specifi c characteristics describe the prevailing models of 
leadership as authoritarian, paternalistic, egoistical, know-it-all, manipulative and demo-
cratic leadership.

11.8.2 Aspects of moral leadership

Construction is being widely criticised for being slow in adopting leadership theories with 
more emphasis on organisational performance. Some research in leadership in construction 
identify four leadership styles: shareholder, autocrat, consensus and consultative. Other 
studies point out that leaders are technically competent entrepreneurs focusing on driving 
innovation (Chan and Cooper, 2007). However, the focus within construction remains on per-
formance agenda and mainly achieving fi nancial performance or competitive advantage over 
other competitors.

With the turn of this century, there is a growing interest in positive psychology that is 
contributing to the rising research in moral leadership and authenticity in general and in 
construction in particular. While most research work deals with the scientifi c aspect or real-
ity (what), morality and authenticities focus on what ought to be (Walker, 2007). Indeed the 
concept of morality is one of the most complex and widely discussed concepts over the cen-
turies. Research is widely being conducted on authenticity in various disciplines such as 
psychology, sociology, philosophy and managerial science (Toor and Ofori, 2007). However, 
according to Toor and Ofori (2007) in-depth understanding, measurement, development and 
sustainability of authenticity are some of the challenges facing researchers today. Of course 
‘the different perceptions of authenticity in different cultural contexts have resulted in a 
plethora of measurement challenges and research questions’.

For construction the need for moral leadership and authenticity is well established due to 
the poor social image, ethical and moral diffi culties and fragile professional practices (Toor 
and Ofori, 2007). Toor and Ofori (2007) further emphasised the need for moral leadership in 
construction as corruption remains at a high level and the situation is worsening worldwide. 
They further articulated that there is a stringent need for raising the awareness of authentic-
ity, positive organisational behaviour, positive organisational scholarship and authentic and 
moral leadership in construction.

Moral leadership is seen as the behaviour of leaders in addition to the moral character, values 
and programs (Toor and Ofori, 2007). According to Luthans and Avolio (2003), moral leader-
ship is a process that integrates positive psychological capacities and highly developed organi-
sational understanding resulting in greater self-awareness, self-regulating positive behaviours 
and fostering positive self-development. Hence moral leaders are genuine, reliable, trustworthy, 
real and veritable (Luthans and Avolio, 2003). Other authors described moral leaders as honest, 
open, transparent, compassionate ‘and with a heart’. Further defi nitions for moral leadership is 
the possession of vision, the practice of a solid set of values, leading from the heart, establishing 
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enduring relationships and demonstrating self-discipline in their lives (Toor and Ofori, 2007). 
Another complementary articulation of moral leadership is that the individual is fully aware of 
who they are, how they think and behave, confi dent, hopeful, optimistic, resilient and of high 
moral character (Luthans and Avolio, 2003).

According to George et al. (2007) authentic and moral leaders work hard at understand-
ing and developing themselves and drive long-term results. Through their integrity, moral 
leaders sustain the organisation results through good times and bad times. They further 
introduced four main points in order for an individual to be a moral leader; fi rstly practic-
ing values and principles. The values and ethics that motivate moral leaders are derived 
from their convictions and beliefs. It is suggested that one will not know what their true 
values are until tested under real life pressures. Secondly balancing extrinsic and intrinsic 
motivations. Extrinsic motivations are those gained when comparing with peers and out-
side world parameters such as promotion, recognition and status and fi nancial rewards. 
Intrinsic motivations are mainly derived from the sense of meaning of life such as per-
sonal growth, helping other people develop, taking on social causes and ultimately making 
a difference in the world (George et al., 2007). Such issues are vitally important in order 
to advance moral, ethic and authentic leadership in construction and further stakeholder 
management.

In his highly acclaimed book, Covey (1992) argued that growth is natural and comparison 
of oneself with others is dangerous. He further warned against knowledge without charac-
ter, pleasure without conscience, science without humanity and fi nally against commerce 
(business) without morality and ethics. Having said that moral leaders throughout history, 
with all their varieties, helped bring us up all morally and can become part of a nation’s 
moral fi bre – a child, an adult, a person in politics or one quietly trying through a seemingly 
ordinary life (Coles, 2000).

It is apparent that moral leadership is a very complex and multidimensional concept 
containing elements from various domains. In his holistic framework for moral education, 
Clarken (2007) suggested a tripartite theory of the human mind. These three elements of 
the human mind depend and are conditional on cognition (related to knowing, intellect, 
epistemology, thinking), affection (which is related to valuing emotion, aesthetics and feel-
ings) and fi nally conation (which is related to striving, volition, ethics and willingness) 
(Clarken, 2007). These three elements of a moral education framework are part of the self-
development and self- awareness process of an individual in a variety of contexts such as 
individual, family, group/team, organisation level and society at large. This understanding 
has a great implication in construction. According to Toor and Ofori (2007) if a construc-
tion leader is morally oriented and authentic ‘it is likely that the overall performance of 
the project will be superior’. Since authenticity and morality take into account the compo-
nent of self-awareness and self-regulation, . . . It is likely that an authentic project leader 
would not suffer from personal bias and self-interest. Moreover, an authentic project leader 
will develop better interpersonal relationships which will result in reduced disputes and 
confl icts on the projects’. Such moral attitudes will benefi t individuals and organisations. 
It is anticipated that employees will enjoy better interpersonal relationships, satisfaction 
and well-being and good working environments. Authenticity and moral leadership will 
benefi t organisations with better chances to grow in challenging times which will result in 
higher standards of ethics, morality and professionalism of the wider construction indus-
try. Toor and Ofori (2007) called for investing in academic curricula as well as professional 
development among other human resource management activities to advance the cause 
of moral leadership in construction in relation to stakeholder management as a concept, 
 theory and practice.
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11.9 Cultural renewal and leaders as facilitators

11.9.1 Altruism, philanthropy and strong reciprocity

More than two centuries prior to Porter’s work on competitive advantage (Porter, 1980, 1985, 
1990a), Adam Smith advocated market competition as the main driver for economic prosper-
ity (Smith 1982 (1759); 1991 (1778)). Smith is famously quoted: ‘it is not from the benevolence 
of the butcher, the brewer, or the baker that we expect our dinner, but from their regards to 
their own interest’. This has led to the ubiquitous belief that Smith was the champion of self-
regarding or the homo economicus nature of human hypothesis, exclusively. However, Smith 
articulated the altruistic and philanthropic nature of man when he wrote ‘how selfi sh so ever 
man may be supposed, there is evidently some principles in his nature, which interest him 
in the fortunes of others, and render their happiness necessary to him, though he derives 
nothing from it, except the pleasure of seeing it’. Such principles were advocated by Darwin 
(Darwin, 1859) contrary to the contemporary neoclassical economics which assumes solely 
the self-interested and self-regarding nature of individual (Gintis et al., 2005). According to 
Darwinism ‘in the long history of mankind (animal kind too) those who learnt to collabo-
rate and improvise most effectively have prevailed’. Advocates of social justice such as Karl 
Marx called for the state ownership and control of the main elements of the economy to kerb 
the self-interested behaviour of individuals (Das capitalism, 1867). However, both liberal and 
social economic theory have their fl aws (Huddleston, 1999) which contribute greatly to the 
adversarial cultural norms in western countries, economic stifl e and social inequality. Such 
cultural norms, economic problems and inequality are relevant in the construction industry 
(Elmualim, 2007b).

It is diffi cult to understand the effects competition has on individual, groups or culture if 
concerns for fairness and strong reciprocity were ignored. Competition sometimes will have 
less impact than the prediction by model based solely on the self-interest assumption (Fehr 
and Fischbacher, 2005). Fehr and Fischbacher (2005) articulated that lack of understanding of 
cooperation is due to the interaction between self-interested strong reciprocal individuals. Such 
interaction is generally shaped by institutional environments (Fehr and Fischbacher, 2005).

In the evolution of cooperation in primate groups, it was found that competition gener-
ates powerful incentives for cooperation (Silk, 2005). Similar fi ndings were established in 
other disciplines. For example engaging in group production with sharing provided the indi-
viduals with higher returns (Kaplan and Gurven, 2005). According to Kaplan and Gurven 
(2005) ‘reciprocal altruism will only emerge among self-interested actors if there is repeated 
interaction that rewards cooperation and punishes defection’. They further proposed that 
‘multi-individual negotiations result in the emergence of social norms that are collectively 
enforced’. In our course of human evolution, natural selection shaped our psyche with cer-
tain characteristics such as sensitivity and taking advantage of potential gains from coopera-
tion, motivation to avoid being victim of free-riding, take advantage of free-rides, motivation 
to negotiate social norms and motivation to obey and enforce social norms. Systems of coop-
eration and sharing need control.

In Kantian moral theory actions emanate from the sense of duty of the individual or obliga-
tions (good will). According to Friedman and Miles (2006), Kantian moral theory stresses the 
moral imagination whereby individuals imagine they are at the receiving end of the decisions 
taken by others. ‘Governing rules should be formulated so that they are applicable to everyone 
within the organisation being governed’. The survival and existence of organisations specially in 
construction is largely dependant on their good and amicable relationships with their stakehold-
ers (other organisations in the construction project supply chain and actors) (Pajunen, 2006).
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The self-interest model is based on the assumption that self-interest is the ultimate goal 
of human actions. The self-interest is the main motive to take actions to satisfy individual 
desires and needs indifferent to the effects on others. Literature also indicates that the self-
interest model includes altruistic behaviours as individual can compromise part of their inter-
ests for the common good of others (Rocha and Ghoshal, 2006). The critique of self-interest 
and the call for alternatives is based on the increasing number of people and their tendencies 
for counter examples. Particularly in cases where people walk away from highly profi table 
transactions as they believe the terms of such transactions are unfair or people help others 
without expectations of reciprocity (Rocha and Ghoshal, 2006). Rocha and Ghoshal (2006) 
argued for an integrative approach for self-interest and its critique and hence the self-love 
model. They articulated that the ‘integrative approach contributes to a better understanding 
of the human potential to develop motives other than self-interest, which are neither anoma-
lies nor intrinsically confl ictive, but part of an integrated motivational system that guided by 
self-scrutiny and freedom drives different behaviours and outcomes’.

While there is a continuing development in stakeholder management literature, there 
are few generic models for stakeholder identifi cations (Pajunen, 2006). The self-love 
model could be traced back to the ancient Greeks – Aristotle and Socrates. The model is 
Aristotelian in nature where the assumption is that humans strive for their own good 
and perfection and a great tendency towards good. Good can include wealth, honour and 
pleasure as well as other attributes such as sentimental love, duty and excellence (Aristotle, 
1984). To Socrates people fi nd their real self and real happiness in accomplishments of 
perfection.

Rocha and Ghoshal (2006) criticised the self-interest view on human behaviour and pro-
posed a framework of ‘self-love view, that integrates self-interest and unselfi shness and 
provides different explanations of the relationship between preferences, behaviour and out-
comes. According to Rocha and Ghoshal (2006), the self-love model provides an understand-
ing of motivational assumptions and their infl uence on individual behaviour. It is argued 
that such understanding and various designs of motivational contexts will help policy mak-
ers and managers/leaders rather than the assumption of the confl ict between self-interest 
and unselfi shness (Rocha and Ghoshal, 2006).

Society is the macro environment for any business. The macro environment provides the 
all-encompassing context for businesses including construction (Carroll and Buchholtz, 
2006). Our modern society is considered to be pluralistic in nature where there is a diffusion 
of power among individuals, groups and organisations. Carroll and Buchholtz (2006) argued 
that we are taking pluralistic to the extreme which results in a special interest society each 
pursuing its own limited agenda. Such societies will prevent against the danger of a leader 
of any group or fi rm to be left uncontrolled. Indeed the rise of the discourse in corporate 
citizenship and social responsibility is the reply by businesses to the harsh criticism against 
them. Such responsibility includes the pyramid of responsibility: with economic responsibil-
ity as the base, legal and then ethical and philanthropic responsibilities on top of the pyramid 
(Carroll and Buchholtz, 2006).

Gintis et al. (2005) argue that ‘strong reciprocity is a behavioural schema that is compat-
ible with a wide variety of cultural norms’. And they extend this to say that strong recip-
rocators punish those who behave selfi shly ‘but the fairness and the nature of punishment 
are cultural variables’. There is a need for policies that limit social and economic inequality. 
Such policies are not only important from an ethical point of view ‘but necessary to harness 
moral sentiments to future economic and social development around the world’ (Gintis et 
al., 2005). Such policies should be steered towards infl uencing peoples’ values and codes of 
behaviour by evoking, empowering and cultivating public spirited motives (Gintis et al., 
2005).
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11.9.2 Research and educational implications

Stakeholder management as a concept for construction change and renewal requires the reor-
dering of industry norms through the transformation of individual leaders and organisations. 
Establishing the industry aspired milieu of trust, cooperation, mutualism and prosperity ulti-
mately involves change in basic attitudes and values. Consultative mechanisms should be in place 
for individuals, groups and communities in order for them to become the principal actors in stake-
holder management. Inclusiveness and cooperation in decision making are vital indicators for 
social and economical progress. A process of collective decision making and action that are devoid 
of adversarial posturing should be a coherent feature of stakeholder management. The ability and 
opportunity for individuals, groups or fi rms to consult within the framework of stakeholders is 
vital for the success of effective, just and effi cient stakeholder management. This requires a new 
breed of leaders and managers to create and realise a new social reality for the construction indus-
try. These leaders and managers will be acting as facilitators for the processes of decision making 
for stakeholder management. The role of leaders as facilitators is to foster unity among stakehold-
ers’ participants through equality and justice where the needs and interests of all are met and 
maintained. This will only be possible if leaders, within their fi duciary duties, understand the one-
ness and wholeness of their stakeholders. Such a call for cultural and leadership renewal based on 
philanthropic, altruistic and strong reciprocity will have great implications for research and educa-
tion in construction. The renewal and cultural change that embraces a stakeholder approach will 
need to be embedded in all forms of construction educations and curricula. Research agenda also 
needs to be re-oriented towards a multidisciplinary sphere to further emphasize the benefi ts of the 
concepts and approaches such as stakeholders, strong reciprocity and philanthropy to be ripe for 
policy makers, management practitioners, the industry and society at large.

11.10 Conclusions

The construction industry is widely viewed as a fragmented and diverse industry. As it is 
a project-based industry, the delivery of construction projects requires the participation of 
various agents. Each agent comes with their own cultural values, modes of operation and 
interests. Such cultural values and interests produce a power distribution system amongst 
participants that leads to confl ict and adversarial relationships that are strongly disapproved 
by all participants, particularly policy makers and academicians. However, organisations 
within construction while espoused to the collaboration rhetoric of the policy makers, exploit 
every opportunity to gain a competitive advantage over their rivals and other organisations 
in the supply chain. No wonder concepts such as stakeholder management resonate within 
construction to bring change in construction.

Current cultural, management and leadership practices are a hindrance to the actualisation 
of the benefi ts offered by the stakeholder management approach. For the realisation of the con-
cept of stakeholder management, there is a stringent need to readdress the issues of collabora-
tion and competitiveness in construction via a different yet complementary approach of psycho 
and socio structural study. A complementary approach seeks to discern the dichotomy of col-
laboration and competitiveness by understanding power distribution among social groups. 
Such an approach sheds light on the nature of power, its distribution and its infl uences on driv-
ing competitive or genuine collaborative behaviours as foreseen by individuals, organisations 
and society as a whole. It is argued that our culture of competition has become the norm, and 
norms make it diffi cult for individuals and organisations to see other alternatives. Contests are 
seen as normal and necessary models of social interactions and, hence, ‘normative adversarial-
ism’ has become the predominant strand in contemporary western-liberal societies.
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The psycho and socio structural approach shows that individuals are greatly infl uenced by 
their organisations. Both individuals and organisations are infl uenced by the wider society in a 
very complex and intertwined tripartite axiological system. Individual humans are intrinsically 
and culturally programmed towards competitive and collaborative behaviours. It is argued that 
in the post-hegemonic society, cooperation and mutualistic relationships will be best for serving 
the interests of the participants of construction projects delivery. Such a view is supported by 
various schools of thought such as communication theory, system thinking, feminism and envi-
ronmentalists groups. Competition discourse is better seen as a means for training or acquiring 
cooperative skills in order to advance collaborative and mutualistic relationships in construction.

The application of stakeholder management will be accelerated via a cultural renewal that 
seeks to integrate aspects of our gene-cultural assumptions away from the exclusivity of the 
self-regarding hypothesis. Leaders with altruistic, philanthropic and strong reciprocity traits 
will drive the desired need through unity in diversity serving the interest of all across the 
construction supply chain and society as a whole. In addition to cultural change and need 
for moral leaders, there is a need for sound policies and regulation to be in place to advance 
cooperation and eliminate inequality in order for construction to reap the benefi ts of stake-
holder management as a concept and further develop it as common practice.
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12.1 Introduction

According to Stewart (1982), project management is about controlling the demands of the 
project, and making choices, within constraints. The client’s objectives (project parameters) 
are cost, schedule, quality and utility (Rwelamila and Savile, 1994). Cost generally refers to 
fi rst cost; in this context choice means the allocation of budgets and contingencies. Time is 
better described as timing; choice means the adjustment of timing, time scales and fl oat(s). 
Quality is the level of specifi cations and doing right fi rst time and choice therefore means the 
adjustment of the specifi cations, that is to basic, medium or high. Utility includes such things 
as running costs, maintenance issues, constructability and fl exibility for alterations or other 
uses. Choice, in this context, usually means making value judgements between higher initial 
costs and longer-term savings.

For the sake of completeness, it is important to recognise that construction projects do not 
occur in isolation, and that consequently they must be considered in relation to the prevailing 
environment. This background is specifi c to the country, year, location, project type, indus-
try, etc. (Rwelamila and Savile, 1994). There is little choice for the project manager (PM); any 
changes that occur will probably be due to outside agencies/stakeholders and will cause a 
risk of serious disruption to the project. These changes may be in regulations, union policy, 
markets, technological innovation, etc. Thus an appropriate construction project procure-
ment system is necessary for the PM in order to balance the project parameters, allocate risk 
appropriately and consequently meet stakeholders requirements. This chapter endeavours 
to explore the relationship between construction project procurement and stakeholder man-
agement – specifi cally on the impact of procurement on stakeholder management. Furthermore, the 
chapter takes a cross-section of typical construction project procurement systems (CPS) and 
how their characteristics relate to stakeholders management. The chapter also draws from 
the results of a number of research projects on how various construction project procurement 
systems have impacted on stakeholders management. Finally the chapter makes recommen-
dations, with regard to understanding construction project procurement systems and the 
dynamics of managing stakeholders.

12.2  Theory and practice of construction procurement
systems and stakeholders management

The theme of this chapter rests on three of the salient areas of project management: construc-
tion procurement, stakeholders and stakeholders management. A review and analysis of theory and 
practice of these is covered under this section.

12 Impact of Procurement on 
Stakeholder Management
Pantaleo D. Rwelamila
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12.2.1 Theory and practice of construction procurement system (CPS)

One of the principal arguments of this chapter rests on one fundamental aspect of the con-
struction project process that requires early and particular attention if project success is to be 
achieved – specifi cally in managing project stakeholders. This is the selection of the most appro-
priate organisation for the design and construction of the project – here in referred to as the 
construction procurement system (CPS).

12.2.2 Defi ning a construction procurement system

The term construction procurement system has become fashionable and more common in recent 
times with industry practitioners and researchers. In principle it determines the overall 
framework of responsibilities and authorities for participants within the construction proc-
ess, and is a key factor contributing to project success and hence stakeholders satisfaction. 
The evolution of the term stems from the need for identifi cation and communication of the 
organisation used to set up the construction process and bring the project to a successful con-
clusion. The defi nition described by Franks (1984) as a  . . . amalgam of activities undertaken by 
a Client to obtain a building . . .  has gained popularity in the industry but is somewhat narrow 
however, and thus many attempts of defi ning construction project procurement have been 
made aiming at the advancement of a more precise defi nition.

Root and Hancock (1996) refer to a project procurement system (PPS) as a strategy adopted 
by construction project clients to acquire construction projects. Mohsini and Davidson (1991) 
and Turner (1990) argue that it is not so much procurement but rather a process. Turner 
(1990) thus defi nes the CPS process as the act of obtaining, acquiring, or securing something. 
This is in keeping with McDermott and Jaggar’s (1996) opinion that a CPS is the framework 
within which construction is brought about, acquired or obtained. Hindle (1994) states that a 
CPS is intended to describe the process by which industry customers procure new buildings. 
NEDO (1988) takes this view further and expresses a CPS as the manner in which clients 
buy specialist activities and resources from the construction industry needed to create a new 
structure. These defi nitions are somewhat lacking, however, in that the various stages of the 
project that the CPS affects are not included.

Latham (1994) argues that the choice of a CPS should precede the preparation of the project 
brief, since it affects who assists with the design brief as well. Govender and Watermeyer 
(2000) also state that the CPS may be defi ned as the process, which creates, manages and ter-
minates contracts, and is therefore concerned with activities that both precede and follow the 
signing of a contract. Rwelamila and Ngowi (1996) propose the defi nition of a CPS as:

The project organisational structure, which is the collective action required to acquire the design, 
management, and installation inputs.

The CIOB (1996) concurs, less specifi cally, that a CPS is the process by which the necessary 
contributions of the various participants in the design and construction phases of the project 
are secured. Masterman (1992) also agrees that a CPS is the organisational structure adopted 
by the client for the management of the design and construction of a building project. These 
defi nitions are by no means all inclusive since the relationships between those involved in 
the project and their individual responsibilities are not mentioned, but are merely implied.

Reporting on an examination of past research literature, Masterman (1992) refers to phrases 
such as ‘building procurement method’, ‘procurement form’ and ‘procurement path’, which have 
been used by various authorities when referring to this concept. According to Franks (1984), 
CPS is ‘the amalgam of activities undertaken by a client to obtain a building’.
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Franks’s (1984) defi nition is revisited by Rwelamila (2000a) who states that a construction 
procurement system (CPS) is the organisation structure adopted by the client to manage all 
phases of the project from inception to completion and in certain situations including post-
completion phase/s. According to Love et al. (1998), CPSs assign specifi c responsibilities 
and authorities to people and organisations, and defi ne the relationships of the various ele-
ments in the construction of a project.

Ireland (1982) states that a CPS describes the roles of participants, the relationships 
between them, both formal and informal, the timing of events, and the practices and 
techniques of management that are used. Sanvido and Konchar (1999) concur that a PPS 
is defined as the relationships, roles and responsibilities of parties and the sequence of 
activities required providing a facility.

A general defi nition of a CPS has been formulated for this chapter, based on the foregoing 
descriptions but more specifi cally incorporating the defi nitions of Ireland (1982), Rwelamila 
and Ngowi (1996), Sanvido and Konchar (1999) and Rwelamila (2000a) defi nitions stated 
above – a PPS is hence suggested as:

An organisational structure that defi nes and describes the roles of stakeholders, the relationships 
between them – both formal and informal, their individual responsibilities, the sequence of activities 
and timing of events required to provide a facility, as well as the practices and techniques of man-
agement that are used.

This defi nition is supported by Newcombe (1999) who states that a procurement system 
is more than just the establishment of a contractual relationship or the allocation of roles, 
but also creates a unique set of social relationships and power structure within a coalition 
of competing or cooperating interest groups. The term CPS has therefore been adopted and 
used throughout this chapter.

12.2.3 Towards selecting an appropriate CPS

Once a client is satisfi ed about real need and feasibility of the construction project within 
overall budgetary constraints, the instinctive reaction is to retain a consultant to help in the 
assessment of risk towards devising an appropriate CPS. The client should decide how much 
risk to accept. No construction project is risk free. Risk can be managed, minimised, shared, 
transferred or accepted. It cannot be ignored. The client who wishes to accept little or no risk 
should take different CPSs from the client who places on detailed, hands-on control.

The basic decision on the appropriate CPS to take should precede the preparation of the out-
line (project) brief, since it necessarily affects who shall assist with the design brief as well. That 
choice of an appropriate CPS must be determined by the nature of the construction project and 
the clients’ wishes over acceptance of risk. Such decisions are very diffi cult. There are a number 
of publications [Masterman (1992), Hughes (1990, 1992)], which give, detailed account of
different CPSs, their risk distribution potential and merits and demerits of the same.

Once an appropriate CPS has been determined, the fi rst stage of managing the project 
parameters (Q, C, T and U) has been reached. You now have a system with its associated 
project management structure, which will be partly, able to manage the whole spectrum 
of dynamics associated, with balancing the project parameters. Why partly? The two 
over-arching considerations will give the answer to this question.

For the selected CPS to lead to project success, it is important to have effective project teams 
(focus on teams and health and safety of every individual in those teams). The PM must have 
the skills required to build effective project teams. Team building is a process of getting a 
diverse mix of individuals to work together effectively as one unit. Team building involves 
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integrating both project tasks and project management process. It requires leadership skills 
and a good understanding of the organisation, its culture, interfaces, authority and responsi-
bility relationships, power structures among its stakeholders, and motivational factors. Project 
clients form one major arm of project stakeholders, hence the need for the PM to understand 
the composition of project stakeholders.

In fact there are many stakeholders for a construction project, for example a funding 
fi nancial institution [external stakeholder (ES)], venture capitalist (ES), developer (ES), 
purchaser on completion (ES), the tenant (ES), and a public client (ES) – using taxpayers 
money, contractor [internal stakeholder (IS)], and subcontractors (IS) too, have different 
expectations of the project. Although profi t may be a common desire, no one except the end 
user cares what is built. If the PM does not take it upon him/herself to assess the needs of 
all the project stakeholders, especially the ISs who range from highly skilled to site cleaners, 
it is unlikely that anyone else will, and meeting project goals could be a pipe dream.

This raises many hard questions. Who are we building for, apart from the external stake-
holder (the client) who sets the brief? How can the PM take account of other stakeholder’s 
(IS’s) demands? With whom is the PM’s construction project contract, and does this create
a confl ict of interests? The idea of the universal stakeholder (ES � IS) [Rwelamila and Savile 
(1994)] is neither new nor it is impossible that we should be able to satisfy the universal 
stakeholder’s demand.

It is important to note that the presumption is that choice of an appropriate procurement 
system will lead to a successful project outcome; this makes an implicit assumption which 
forms the basis of this chapter that the primary objective of an appropriate procurement 
system is to provide a successful project and one of the variables of project success is appro-
priate stakeholders management (Rowlinson, 1999a). The philosophy adopted when deal-
ing with good practice approaches in construction procurement is that of a contingency 
approach: by this, Rowlinson (1999a) argues that it is meant that there are a number of alter-
native procurement systems available from the beginning of the process to the end which 
are able to satisfy the objectives of the user (as a main stakeholder) and that a range of vari-
ables exist which, depending on their value, have an effect on the system as a whole.

Various established CPS currently available, forming the basic pool of information, are 
described primarily by analysing their common features. This is necessary in order to ascer-
tain the way in which the risk is allocated and shared between the participating stakeholders 
in each of the CPSs, as well as the key project parameter/s that each of them favour, and 
hence are intended to argue about the importance of a suitable choice.

Classifi cation of CPSs

Any study involving CPSs leads to the adopting of a logical approach of classifying the currently 
available procurement systems. The CPSs are often closely related to one another making this 
classifi cation diffi cult. However, in doing so, clarity can be achieved which will aid the analysis. 
Various attempts at classifi cation have been made with the arrangement occurring according to 
certain factors. These include: management styles depending on the degree of Client responsibility –
NEDO (1983); the sophistication of the Client due to the extension of responsibilities to combine design 
and construction or design and management – Turner (1990); The level of Client involvement – Hamilton 
(1997); who leads the project depending on the extent of the integration of design, management, and con-
struction – Franks (1990); the allocation and/or apportionment of associated risk in terms of complexity 
and uniqueness of the project, Client involvement, speed from inception to completion, and the degree 
of price certainty – Flanagan (1990) and Sawczuk (1996); on a cost basis in terms of the integration of 
design, construction, and fi nance – Ferry and Brandon (1991), Gordon (1994) and McDermott and 
Jaggar (1996); the responsibility for design and construction determined by the relationship between the 
two processes – Masterman (1992); Love et al. (1998); and the approximate circumstances under which 

●
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each system should be used – Cox and Townsend (1998); and the occurrence of certain features in varying 
degrees namely, complete documentation before construction, competitive tendering, Contractor input in 
design process, Client responsibility, appropriate risk sharing, minimal variations, cost control, time man-
agement, and quality control – Ambrose and Tucker (1999) and Rwelamila (2000a).

The latter two are not elaborate classifi cations into a readily understood system since 
Rwelamila (2000a), Cox and Townsend (1998) and Ambrose and Tucker (1999) believe that there 
does not appear to be a consistent approach to codifying the different CPSs and their derivatives.

In his review of the problems facing the construction industry, Emmerson (1962) stated 
that in no other important industry is the responsibility for design so far removed from the 
responsibility for production. This relationship between design and construction is perceived 
by Masterman (1992) to have the most bearing on the evolution of a consequent choice of 
CPSs. This view is supported by Hardcastle et al. (1999) and Edum-Fotwe et al. (1999), but it 
was not considered adequate on its own for the purposes of this study. This is simply because 
in most developing countries, the fi nancing of construction projects carries approximately 
the same weight as the design and construction. It is for this reason that an amalgam of the 
various classifi cations are proposed for the purposes of the theme of this chapter, and this is 
illustrated diagrammatically in Figure 12.1.

Figure 12.1 Classifi cation of procurement systems (Adapted from Masterman, 1992).
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As indicated in Figure 12.1, the classifi cation describes the essence of CPS without compli-
cation. Detailed information on various construction CPSs falling under each classifi cation 
are provided elsewhere (Masterman, 1992; Sanvido and Konchar, 1999). Suffi cient detail is 
provided with the basis being on the responsibility adopted by the various parties as well 
as the relationship between them, and it incorporates alternative methods of fi nancing the 
project parallel to the integration of design and construction. The summary of characteristics 
for each of the project contract strategy briefed described above are shown in Table 12.1.

The CPS selection process

As indicated above, every CPS falling under the three classifi cations has basic characteris-
tics that defi ne its framework. They only differ in their apportionment of authority, responsi-
bilities and risk. When a particular CPS is selected for a specifi c project, these characteristics 
defi ne the structure and interaction of stakeholders. There are no objective criteria for choos-
ing a CPS since the choice is a strategic decision and should be made only by assessing 
and interpreting the stakeholders requirements. Therefore embracing a CPS has nothing to 
do with fashion and succumbing to the present trends in terms of choice. The construction 
industry exists to serve its stakeholders needs and these must be met by the industry. So the 
CPS must be matched with the stakeholders objectives. Therefore the selection of a CPS must 
be based on the scope and nature of the individual project, which will render it capable of 
balancing the project parameters.

Suffi ce to say the CPS is without exception designed to take cognisance of the project 
parameters of cost, time, quality, and utility, within health and safety, and environment 
requirements.

Cost generally refers to fi rst cost and involves budget allocation and contingencies; Time is 
usually described as timing and includes timing adjustments, timescales and fl oat; Quality is 
basically the level of specifi cation and incorporates specifi cation adjustment to basic, medium 
or high; and Utility encompasses running costs, maintenance issues, buildability and fl ex-
ibility for alterations and requires making value judgements between higher initial costs and 
longer-term savings. All these four project parameters or constraints need to be balanced 
within health and safety, and environment requirements. It is through this combination, that 
it is possible to create value in project management. In order to have a successful project, the 
chosen CPS must have an appropriate framework to deal with these variables.

So an ineffectively chosen CPS can be one of the major causes of project success or poor 
project performance by way of serious problems with the quality of constructed work, which 
could result in extensive delays on planned schedules, cost overruns, and a general increase 
in claims and litigation. Rwelamila (2000b) argues that an appropriate CPS is necessary in 
order to balance the project parameters and allocate risk appropriately, hence the foundation 
for harmonious and symbiotic relationships towards project success.

12.2.4 Methods for CPS selection

It is clear from the above discussion that each type of CPS has evolved to suit a particular 
client/stakeholder or project needs and that each CPS has certain characteristics that can be 
said to offer different strengths and weaknesses. Love, Skitmore and Earl (1998) aptly point 
out that there is one CPS that is in some sense ‘better’ than all others for an individual project 
although no one CPS is likely to be better than others for any project. Suffi ce to say the per-
formance achieved on one project may not be attained on another since the CPS may be valid 
in the one context but inappropriate in another. This cements the principle that CPSs exhibit 
quite distinct characteristics, which are entirely symptomatic of the circumstances and hence 
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Table 12.1 Summary of characteristics of procurement systems
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the individual project. Cox and Townsend (1998) state that there is currently a tendency 
within construction towards the discipline of benchmarking performance and practices, 
which extends to the manner in which CPS are selected. In fact, construction industries in 
most developing countries have already established a poor track record in choosing between 
either only partially understood CPSs or blindly copying those of others in the hope that they 
will lead to similar end results. It is fundamentally important therefore to acknowledge the 
importance of appropriate selection of CPSs as a good practice.

Such an approach can be traced back to the early reports in the UK on CPS perform-
ance by Wood (1975). The rationale behind this approach is that different projects will have 
varying degrees of complexity associated with them so the CPS must be fi tted to this com-
plexity and hence to the particular project. The current trend in procurement, however, is 
that the selection process is based upon biased past experience where default rather than 
appropriate systems are chosen. Rwelamila (1999) suggests that default systems in terms 
of management structure and contract arrangements, are used merely because project 
stakeholders do not seem to consider the issue of selecting suitable CPSs. Instead of going 
through the exercise of validating and checking the CPSs in order to establish the ones that 
are appropriate for the project, the devil you know syndrome is adopted. That is, tried-and-
tested systems are relied on with sometimes even particular favourites being developed. In 
Rwelamila and Meyer’s (1999) words:

This leads to projects going wrong because the actual tasks peculiar to each project were not 
identifi ed.

In 1989 one of the aims and objectives establishing the Construction Project Procurement 
Working Commission (W92) under the International Council for Research and Innovation 
in Building and Construction (CIB) was to formulate recommendations for the selection and 
effective implementation of CPS. The reason being, as pointed out by Rowlinson (1999b), that 
there are a number of alternative routes available with a range of variables which, depend-
ing on their value, have an effect on the project strategy as a whole. It is therefore essential 
that the CPS chosen should be appropriate to the circumstances in order to ensure that the 
required success measures as indicated above are achieved.

Project consultants are confronted with the same situation of selecting appropriate CPSs 
when they are involved in projects. There are strong indications to suggest that what has 
been described as a trap of using the same CPS for any project, regardless of its suitability 
with the scope and nature of the project, is a construction industry-wide problem facing most 
of the project consultants (Rwelamila, 2000a).

But the range of available CPSs has proliferated in recent years as a result of the increased 
complexity of designs, escalating costs, the magnitude of projects and increasing demands 
of Clients, which all stem from the need to provide more sophisticated commercial and 
industrial working environments. Despite this the majority of clients and project consultants 
continue to select CPSs from a small number of the wide range available. The popular per-
ception is that the known and established CPSs will always satisfy his or her needs, provided 
every project client fulfi ls his or her responsibilities. Masterman (1992) recognises that one of 
the principal reasons for the industry’s poor performance is due to this sort of mindset where 
CPSs have been chosen in this manner.

Murray et al. (1999) support Mohsini and Davidson’s (1986) view that the tendency in the 
construction industry is to bring forward previous CPS approaches to present projects, even 
though the projects may differ signifi cantly in component and structure. It is therefore evident 
that the appropriateness of the CPS with respect to how it may cope with changed conditions 
is not considered a criterion, neither is consideration given to alternate options. That which 
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has been used for years is always simply fallen back on. At fi rst, there may be a number of 
notable successes, as the CPS is used under conditions for which it was originally intended. 
Then, as word of its success gains momentum, the new approach may be used less and less 
appropriately. It then becomes a matter of time before it becomes discredited and there are 
calls for yet another new approach. Therefore each new form of a CPS has essentially been 
developed in response to practical limitations that appeared in practice in previously popu-
lar methods.

With the advent of more experienced and sophisticated clients as well as projects becom-
ing technically more complex, there has been an increasing recognition that the established 
CPS selection approach is inadequate. McDermott (1999) emphasises that the process 
of CPS should assume a greater status than it is normally afforded because factors have 
combined to force the construction industry into the position where it has to change to sur-
vive. Consequently, there is a desperate need to move away from the approach of blindly 
implementing previous practices and copying those of others. There are strong indications 
to suggest that most construction industries – especially English speaking Commonwealth 
countries face signifi cant challenges in CPS selection. The need to assess the impact CPS on 
stakeholder management is very opportune if CPS good practices are going to be under-
stood by all construction project stakeholders.

12.3 Theory and practice of project stakeholders management

12.3.1 Project stakeholders – defi ned

In any project, and especially in construction projects, many different and sometimes discrep-
ant interests must be considered (Olander and Landin, 2005). Representatives of these inter-
ests are referred to as the project stakeholders. There is a plethora of defi nitions of a project 
stakeholder (Gibson, 2000; Karlsen, 2002; Gardiner, 2005; Pinto, 2007). Gibson (2000) defi nes 
a stakeholder as a person or a group of people who have a vested interest in the success
of a project and the environment within which the project operates. This defi nition is closer 
to that of Pinto (2007), Karlsen (2002) and signifi cant number of other authors and research-
ers. Gardiner’s (2005) defi nition adds more clarity to the defi nition and his defi nition is used 
throughout this chapter, where project stakeholders are defi ned as:

 . . . .individuals, groups and organisations who are actively involved in the project, or whose inter-
ests may be positively or negatively affected as a result of the project.

Stakeholders according to Gardiner (2005) can be internal or external to the project. 
Owners, funders, banks providing capital, senior management, government departments/
ministries, parastatals, individual citizens, lobbying organisations and society at large are 
all potential project stakeholders. Figure 12.2 shows an example set of stakeholders for a 
project.

12.3.2 Project stakeholders within the project environment – context

Past research (Karlsen, 2002) has shown that most construction projects are sensitive to 
changes in the environment. The environment as indicated in Figure 12.3 is complex with a 
number of forces affecting the project. On the other hand, Karlsen (2002) argues that many 
projects experience that clients, end users and public authorities make tougher demands 
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on project execution. Hence, he further argues that it is a mistake for project management 
(including procurement – author’s emphasis) to ignore the stakeholders or attempt to impose a 
rigid control.
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According to Milosevic (1989), project stakeholders can be viewed as a network in which 
the actors interact with each other and exchange information, resources and results. He 
further argues that often the information and resources that are input to the project as 
indicated in Figure 12.3 are controlled by stakeholders. This control of information and 
resources gives the stakeholders a certain power. Changes in access to information or these 
externally controlled resources argues Milosevic (1989) can affect project planning, organis-
ing, staffi ng and directing of the project. It is the project management process which is primarily 
defi ned by the PPS that transforms inputs into outputs (see Figure 12.3), which implies the 
achievement of a unique change. Milosevic (1989) strongly argues that this alteration is ben-
efi cial for both a single client and a group of project stakeholders. It is the stakeholder who 
ultimately determines whether a project is a success, based on the project results (Jergeas
et al., 2000). From this discussion it is important to understand that some stakehold-
ers have power because they control information and resources, while other stakeholders 
are important because they decide whether the project result is a success or not; therefore 
Karlsen’s (2002) question – Which stakeholder is the most important to the project? need to be 
addressed.

Gilbert (1983) looks at stakeholders from the position of a project management model –
the 3-dimensional maze (Figure 12.3). He argues that the project environment is complex 
and changing. If stakeholder management is not adequately addressed in the project, 
this can mean unexpected problems and uncertainty to the project caused by stakehold-
ers. Addressing issues of project success and failure, he uses Meredith and Mantel’s (2000) 
argument that a clear and comprehensive defi nition of project success and failure may 
not be determined, and consequently the PM may strive to meet goals that were never 
intended by the stakeholders. Additional problems and uncertainty caused by stakehold-
ers that contribute to project failure include poor communication, inadequate resources 
assigned to the project, changes in the scope of work, unfavourable news about the project 
in the press, and negative community reactions to the project. According to Karlsen (2000) 
some stakeholders will cause high uncertainty during the project and it is not possible to 
predict which stakeholder is the most important to the project. The project set-up which 
include the project framework (defi ned by the PPS) and the way in which project stake-
holders are managed will clearly infl uence the management and consequently the classifi -
cation of stakeholders.

Earlier research results by Karlsen (2000) have identifi ed that in many projects, management of
stakeholders lacks strategies, plans and methods. He found that stakeholder management is 
often characterised by spontaneity and causal actions, which in some situations are not coordi-
nated and discussed within the project team. The result of this practice is often an unpredict-
able outcome. To meet this challenge, several stakeholder management methods and guidelines
have been introduced (Gilbert, 1983; Cleland, 1986; Savage et al., 1991; Amabile, 1998; Newcombe, 
2000; Jiang et al., 2002; Gardiner, 2005; Pinto, 2007).

12.3.3 Managing stakeholders expectations

According to Gardiner (2005) there are often many stakeholders in a project and dissatisfi ed 
or disillusioned stakeholders can cause a project to fail. Managing project stakeholder per-
ceptions and expectations is about generating agreement and harmony between the different 
views and beliefs held by the stakeholders. When all stakeholders are ‘dancing to the same 
tune’, the project moves towards a successful outcome.

Gardiner (2005) argues that in reality most projects have stakeholders that look at the 
project from different perspectives and hold different expectations. In a research project 
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carried out by Newcombe (2000), it was found that project performance continues to be 
viewed in contrasting ways by different stakeholders. For example:

The manager of a department that has requested a new information system may desire 
basic functionality and low cost, the system architect may emphasise technical excellence 
and the programming contractor may be interested in maximising profi t.
The owner of a property development project may be focused on timely performance, 
local government may wish to maximise tax revenue, an environmental group may wish 
to minimise adverse environmental impact and nearby residents may hope to relocate the 
project altogether.

These differences are not necessarily undesirable (Gardiner, 2005). Correctly managed, 
Amabile (1998) contends that different perspectives can promote creativity, which is often 
how the best solution eventually emerges. However, as a project progresses beyond the early 
planning stages, signifi cant residual differences between the main stakeholders can be harm-
ful and may interfere with the successful completion of the different phases of the project life 
cycle (Gardiner, 2005).

It is important to note that with congruence between stakeholders, the PM can be more 
confi dent that all effort is being directed towards the same project goals, and the project is 
less likely to suffer wasted time and effort, ineffi ciencies, scope changes, harmful confl ict 
and unhappy customers/clients. One of the diffi culties of managing this process, contends 
Gardiner (2005), is that many of these differences can remain hidden for a time. Through 
stakeholder analysis (as a technique) as discussed below, it can be used to help identify 
project stakeholders and discern their values, beliefs, assumptions and expectations at the start of 
a project. The stages involved are:

identifi cation and analysis
mapping stakeholders according to their impact on the project
response and resolution of issues

12.3.4 Stakeholders identifi cation and analysis

According to Pinto (2007) and Gardiner (2005), identifying a few of the project stakeholders 
is easy, fi nding all of them can be fraught with diffi culty. In addition to the more familiar 
technique of brainstorming, argues Newell (2002) other useful problem-solving techniques 
that can be used are brain-writing and the Crawford slip method, both adaptations of 
brainstorming.

Establishing what stakeholders really want is fundamental towards reducing uncertainty 
during the construction project development process. The process of establishing what 
stakeholders want is far from straightforward, but can be aided by asking them lots of ques-
tions. Gardiner (2005) argues that people are rarely clear in their fi rst answers and a good 
PM (through an appropriate procurement system – author’s emphasis) can build credibil-
ity by helping stakeholders to clarify their ideas. Furthermore, each individual stakeholder 
is embedded in some form of organisational culture that will fuel and/or infl uence their
perception of and behaviour towards the project.

An appropriate PPS should be able to provide a project management framework when 
the PM is able to identify where one stakeholder’s expectations clash with those of another 
and encourage the parties to talk to each other with a view to resolving areas of confl ict 
(Rwelamila, 1999; Gardiner, 2005). This is a challenge in any project and the PM should be 
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conscious of its dynamics. It should be said that this challenge is further complicated by 
the need to communicate, perhaps using different business language, with the various cus-
tomer/client stakeholder groups (see Figure 12.2 above).

12.3.5 Mapping the impact of stakeholders onto project

Good practice stakeholders management approaches demand that once stakeholders and 
their expectations have been identifi ed, they can be organised by mapping them in relation 
to their likely impact on the construction project. Gardiner (2005) insists by providing an 
example, that it is important to know:

whether or not project stakeholders are likely to support or oppose the project
the power and means available for project stakeholders to do so
the predictability of project stakeholders behaviour and expected level of interest in the 
project

Although reporting on information systems development projects, Lederer and Sethi 
(1991) address stakeholders fundamentals which cut across industries and strongly suggest 
that these factors can be evaluated using matrices which aid the project sponsor and PM in 
understanding the various threats and appropriate management approaches to apply. For 
luck of space and brevity the mapping process, which is well covered by Nutt and Backoff 
(1992) and Bryson (1995) is not discussed here.

12.4 Impact of CPS on stakeholders management

In order to provide a clear analysis of CPSs impact on project stakeholders management it is 
important to acknowledge as described in detail above that project teams cannot operate in 
ways that ignore the external effects of their decisions. If project stakeholders are managed 
appropriately one of the requirements of project success will be met. In managing construc-
tion projects therefore, we are challenged to fi nd ways to balance a host of demands and still 
maintain supportive and constructive relationships with each important stakeholder group. 
Knowledge about the impact of CPS on stakeholder management will go a long way to posi-
tively support this situation.

The primary areas to be considered when analysing the impact of CPS on stakeholders 
management are provided by Pinto (2007) and shown in Figure 12.4. These are:

1. Identifi cation of project stakeholders – both internal and external stakeholders should be identi-
fi ed for a fruitful stakeholder analysis.

2. Assessment of the environment – to assess if the project is low-key or if it is potentially so sig-
nifi cant that it will likely excite a great deal of attention?

3. Identifi cation of the goals of the principal stakeholders – as a fi rst step in fashioning a strat-
egy to defuse negative reaction, a PM will have a responsibility to attempt to paint an accurate 
portrait of stakeholders concerns (to be able to fi nd an answer for the question: What, then, are the 
needs of each signifi cant stakeholder group regarding the project?)

4. Assessment of your own capabilities – client organisation must consider what it does well. 
Likewise, what are its weaknesses? Do the PM and his or her team have political savvy and a
suffi ciently strong bargaining to gain support from each of the stakeholder groups?

●

●

●
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5. Developing solutions – creating an action-plan to address, as much as possible, the needs of 
the various stakeholder groups in relation to the other stakeholder groups; and the need to have 
suffi cient information before developing solutions (to avoid the trap of attempting to manage a 
process with only fragmentary or inadequate information).

6. Testing and refi ning solutions – the PM and team should realise that solution implementation is 
an iterative process-making a best guess, testing for stakeholder reactions, and reshaping strategies 
accordingly.

It is important to note that the above six primary areas will bring different results to 
projects when analysed through the eyes of every procurement system. Since each procure-
ment system has characteristics which make it different from the other, the characteristics 
will have an infl uence on the primary areas and consequently an impact on stakeholder 
management. In order to have a sound and robust argument on the impact of CPS to stake-
holder management, Masterman’s (1992) CPS classifi cation and characterisation framework 
is used.
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Figure 12.4 Project stakeholder management cycle.
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12.5 Impact of separated and cooperative procurement systems

12.5.1 The traditional method – traditional procurement system (TPS)

This is a typical dominant CPS under this classifi cation known as the ‘conventional method’ 
or ‘traditional method’/‘traditional system’ – where the unique characteristic of this system 
is the separation of the responsibility for the design of the project from that of its construc-
tion. Even where variants or hybrids of this basic (typical) system allow cooperation between 
the contractor and the client or his/her consultants, these two fundamental elements remain 
as two separate entities.

The fact that this CPS allows the process of project documentation to be completed before 
going to tender strongly suggests that there is suffi cient time to identify internal and exter-
nal stakeholders. This could be done parallel to the process of preparing project documents. 
Thus a PM with appropriate project management knowledge and skills will have a chance 
to manage the process of identifying project stakeholders provided by this CPS. Using the 
same argument, it will be possible to assess the project environment and establish its status 
in terms of its potential to excite a great deal of signifi cant attention, which will need to be 
managed.

While this procurement method provides suffi cient time to identify principal stakeholder 
goals and consequently their assessment and development of solutions, it is important to 
look at those stakeholder issues which it cannot help to address. If among stakeholders goals 
are issues like contractor collaboration in design process and client involvement, this procure-
ment is very weak in dealing with these issues. Its framework is built on separating design 
from construction, hence the ‘typical’ TPS has no mechanisms to address these two issues. 
Without adjusting the TPS towards a responsive framework which could allow these issues 
to be accommodated, a negative impact on stakeholder management could be felt. There are 
two good practice options open to the PM towards a positive impact on stakeholder manage-
ment – either to select a different procurement system (outside separated and cooperative 
procurement systems) which has inbuilt tools to deal with these issues or to use an adjusted 
TPS (hybrid TPS) – TPS with additional mechanisms to deal with issues.

12.5.2 Variants of the TPSs

Two stage selective tendering: Under this variant the process is similar to the parent procure-
ment system (the TPS) up to the time when tender documentation is produced (though 
most of these documents are approximate). If issues of high levels of variations are among 
the stakeholder’s major concerns, then this procurement approach seem to generate a 
very low value of variations due to its inbuilt cooperative framework. Furthermore, this 
variant has a strong base for greater input from project stakeholders (especially the client 
and his/her advisors) and thus a great potential in strengthening teamwork among IS and 
consequently impacting positively on project stakeholder management. It is important to 
note that this procurement system can be an appropriate solution where it is desirable 
to secure the early involvement of a contractor (an IS) to provide form of expertise –
where the client (the main stakeholder) wishes to commence work on site in advance of 
the detailed design of the project having been fi nalised. If minimising the overall project 
period is one of the main stakeholder’s objectives, this system has a potential to provide 
a chance to overlap design and construction. All these possibilities will have a positive 
impact on stakeholder management.

●
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Negotiated contracts: Again this variant has a similar process to the TPS, but it is possible 
to appoint a contractor early in the design phase. The appointment of a contractor early 
could fulfi l a number of stakeholder requirements – for example on constructability, value 
engineering and construction methods and thus impact positively on stakeholder manage-
ment by strengthening the project satisfaction index of the project stakeholders. There 
is a negative side to this procurement system (during negotiations) which could have a 
negative impact on project stakeholder management – when the client has no option of 
being able to break off negotiations if the impediment to an equitable solution cannot be 
removed. Confl icts will become prominent and automatically affect the project stakehold-
ers binding medium which is fundamental for stakeholder management.
Cost-reimbursable contracts: This procurement system could fall under ‘cost plus contracts’ 
or ‘target-cost contracts’ – described in detail elsewhere (Masterman, 1992). The fi nancial and 
practical risks associated with the construction project are shared more equitably by 
key stakeholders than when using most other procurement systems. This environment 
of sharing risk will have a positive impact on stakeholder management, because you
will have project stakeholders who are committed to the project. Looking at this procure-
ment system from the public sector projects angle, a very strong chance exist that public 
sector stakeholders could be affected negatively by the non-existence of contractual com-
mitment – since there is no contractual commitment by the contractor to the fi nal cost to 
be paid by the client or direct fi nancial incentives for him/her to make the most effi cient 
use of his/her resources means that the system cannot easily satisfy the concept of public 
accountability. Public accountability runs across the minds of most public sector stake-
holders and the lack of it could have a strong effect on stakeholders cooperation and con-
sequently this could have a negative impact on stakeholder management.

12.6 Impact of integrated procurement systems

12.6.1 Design and build (D&B)

Under this procurement system there is an arrangement where one contracting organisation 
takes sole responsibility, normally on a lump sum fi xed price basis, for the bespoke design 
and construction of a client’s project.

The process of identifying stakeholders is easy under D&B because the two central tasks of 
the project are implemented through a single point of responsibility – two of the key stake-
holders are designers and constructors and these are operating under a single focus point. 
Furthermore, the process of assessing the environment around the project in terms of the 
impact of the project within its locality and beyond is easy to undertake since the two key 
stakeholders are working as a team. The same context will apply when identifying the goals 
of the principal stakeholders (designers and constructors under working as team) and when 
there is a need to develop solutions in order to address the needs of stakeholders.

The client responsibility of assessing his or her own capabilities is made easy under this 
procurement system because the client is not communicating with dispersed project experts. 
The majority of major experts under this system fall under designers and constructors who 
are primarily operating under one management umbrella creating an easy connection to the 
client towards assessing his or her capabilities.

It is important to note that if there are other stakeholders outside the project designers and 
constructors circle whose interests or expectations are on the management of project/technical 
complexity; facilitation of high quality levels and other related issues, this procurement system in 
its ‘typical form’ does not have a mechanism to deal with these issues appropriately. If D&G 
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is selected in its ‘typical form’ for a particular project where stakeholders are expecting to 
have a project framework to manage project/technical complexity and facilitation of high quality 
work, the results will be a clear dissatisfaction of the stakeholders, and thus a negative impact
to stakeholders management. Looking at a ‘typical’ D&G from the other side – say where 
project stakeholders are expecting appropriate risk sharing; client involvement; facility for varia-
tions; time management; and close control of expenditure, the results are likely to be positive and 
consequently this could have a positive impact on stakeholder management.

12.6.2 Package deals (PDs)

As the precursor and parent of D&B proper, the intention here is to use a proprietary struc-
ture system in order to produce a scheme which is unlikely to satisfy all of the client’s needs. 
Provided that the client’s requirements are fl exible, this procurement system can be an attrac-
tive proposition particularly as the probable reduction in the design, approval and construc-
tion stages of the project can lead to savings in time and cost. For stakeholders who are not 
fl exible in terms of their requirements this system will create confl icts and consequently affect 
issues of stakeholder management negatively.

The majority of PD contractors, by their very nature, employ their own in-house designers 
and can thus be categorised as pure design builders and such be expected to perform well 
in terms of the speed and time criteria. If these two requirements are central to project stake-
holders requirements, then smooth stakeholder management could be achieved. Some of the 
products of this system lack aesthetic appeal, but as the potential stakeholders are often able 
to see actual examples of the contractor’s product before reaching a decision, this potential 
diffi culty can often be avoided.

In all other respects the PD replicates the characteristics of the D&B described above on 
stakeholder management.

12.6.3 Turnkey method (TM)

Since only one organisation (generally a contractor) is responsible for the total project from 
design through to the point where the ‘key is inserted in the lock, turned and the facility 
is immediately operational’, the responsibility of the contractor is extended to include the 
installation and commissioning of the client’s process. It could also include installation and 
commissioning of equipment and sometimes the identifi cation and purchase of the site, 
recruitment and training of management and operatives and the arranging of funding for the 
project. The fact that all processes are controlled through one point of responsibility (the con-
tractor), strongly suggests that dealing with stakeholder management primary areas become 
very easy and if TM is applied with a good understanding of its characteristics its impact 
on stakeholder management could be more positive. Beside these approaches, TM generally 
echoes similar dynamics to its parent system (D&B).

12.6.4 Develop and construct (D&C)

Under this system one of the ISs – the client’s consultant – prepares conceptual drawings/
sketch designs, and a site layout often including the disposition of individual structures 
and their plan forms. Another IS – the contractor – develops the conceptual design, produces 
detailed drawings and chooses and specifi es materials and submits these proposals with his/
her bid in the same way as typical D&B. This system is most appropriate when key project 
stakeholders desire, or need to, determine the basic concept of a project before inviting 
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competitive tenders and still requires a single organisation eventually to take responsibility 
for the detailed design and execution of the project. While a typical D&B system could affect 
stakeholder management negatively when key stakeholders are interested in using a consist-
ently retained consultant with previous experience of similar types of projects, D&C facili-
tates this requirement. Beside this aspect, D&C impact on stakeholder management eco D&B, 
PDs and TM.

12.7 Impact of management oriented procurement systems

12.7.1 Management contracting (MC)

One of the project ISs – the contractor (management contractor) – is appointed on a professional 
basis as an equal member of the design team providing construction expertise, but the actual 
construction is carried out by other ISs – the works or package contractors employed, co-ordinated 
and administered by the management contractor. Almost all the primary areas of stakeholder 
management primary areas require a high degree of fl exibility in order to enable delays to be 
overcome or reduced, changes to be absorbed (if any) and rescheduling of construction work 
to implemented. This system has an inbuilt framework of fl exibility, hence a positive impact 
on stakeholder management equation. Furthermore, since one of the main concerns of key 
stakeholders is fi nancial failures, the fragmented structure of the construction process (the 
use of works packages) reduces the effect of fi nancial failures on the total project and con-
sequently contributes positively to minimising stakeholders fears and thus brings a positive 
impact on stakeholder management.

The need to develop solutions in order to create action plans to address the needs of vari-
ous project stakeholders is at the heart of stakeholder management primary areas. One pri-
mary area of stakeholder management which affects both external and ISs is the maintenance 
of industrial relations fundamentals. The management contractor’s knowledge and experi-
ence under MC ensures that industrial relations on the project are better than when using 
more conventional procurement systems, and thus strengthens one of the pillars of stake-
holder management.

The dynamics of risk distribution among stakeholders contribute signifi cantly to ‘messes’ 
which affect the stakeholder management framework. Under MC a great deal of risk manage-
ment connected with construction contractors, time overruns, remedying of work-package
defects and even design seem to be the responsibility of the management contractor. This 
arrangement contributes signifi cantly to the process of stakeholder management where the 
management contractor assumes the position of a single point of responsibility.

It should be noted though that the MC system does not provide an effective framework to 
facilitate contractor(s) collaboration in design process, control of cost expenditure and higher 
levels of quality. When these issues are central to stakeholders expectations, other procure-
ment systems with appropriate frameworks to deal with them should be used otherwise 
you could end up with dissatisfi ed stakeholders and thus a weak stakeholder management 
infrastructure.

12.7.2 Construction management (CM)

The construction manager as one of the ISs is appointed as a consultant during the initial 
stages of the project with equal status to other ISs responsible for design. The emphasis on 
management which is central to this system generally results in clients and designers making 
timely decision to match the needs of construction. It thus becomes easy for the majority of 
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ISs (as a team) to make a concerted effort to minimise the time and cost penalties that could 
be incurred by the client, and hence contributing positively to strengthening the relation-
ship between the client and other stakeholders. When the relationship between the client and 
other key stakeholders is improved it translates to a conducive environment for stakeholder 
management.

It is important to note that all the six primary areas of project stakeholder management are 
predominantly connected to the dynamics of co-ordinating production of design informa-
tion with the requirements of the construction programme. The MC has strong mechanisms 
for strict control to deal with co-ordination requirements, thus contributing signifi cantly to 
a cohesive environment between design and production. This is a very positive feature of 
MC which makes project stakeholder management (especially when focusing on ISs) very 
smooth for the construction PM – the environment is characterised by a good sense of team 
work and a positive approach to problem-solving.

One of the major problems in managing projects is the problem of paying contractors sup-
pliers late. Late payment affects these stakeholders negatively in terms of their cash fl ows 
and the consequence of this situation is that teamwork becomes an illusion and these stake-
holders become diffi cult to manage. The fact that under MC the client is responsible for 
direct payment of the works contractor’s accounts usually results in an improvement in the 
cash-fl ow position of the individual contractors as they are paid earlier than when operat-
ing under other procurement systems, on a ‘pay when paid’ basis, when main or management 
contractors have this responsibility. This is one of MC characteristics which partly strength-
ens the stakeholder management equation.

Clients being among project key stakeholders need to be aware that the use of MC involves 
them in additional administrative duties and responsibilities to those accepted when using 
most other procurement systems and also increases the risks they carry, particularly those 
associated with cost overruns, delays and claims. If clients are not aware of these features of 
MC, their relationship with the construction PM (the construction manager) could be frus-
trated and consequently this could affect the whole framework of stakeholder management.

12.7.3 Design and manage (D&M)

Under this procurement system a single organisation is appointed to both design the project 
and manage the construction operations using package contractors to carry out the actual 
work. Whether contractor-led or consultant-led, this system has a common characteristic of 
enabling construction work to commence on site before the total design has been completed. 
With project stakeholders who are concerned with early commencement of construction 
work, the D&M framework provides the solution and thus contributing to the stakeholder 
satisfaction equation which consequently affects the stakeholder management environment 
positively.

A further common feature of D&M is the presence on site, generally on a semi-permanent
basis, of the personnel responsible for the design of the project whose duties whilst resi-
dent include further detailed design, clarifi cation of existing design details, liaison with 
works contractors to ensure constructability/buildability and working with the client’s rep-
resentatives so as to make certain that the project’s functional requirements are maintained 
and achieved. This feature strengthens communication between ISs and contributes posi-
tively to stakeholder management because confl icts between designers and constructors are 
minimised.

When the impact of D&M on stakeholder management is observed by looking at a public 
project and private project the difference between the two environments need to be under-
stood. When using D&M it is necessary that the client be prepared to commit to the project 
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without any guarantee [unless the guarantee maximum price (GMP) approach is adopted], of 
fi nal fi nancial outcome. It is therefore likely that the private sector client will appreciate the 
value of the savings in time that can accrue, and be prepared to accept the need for this com-
mitment, under conditions which would not normally be acceptable to the guardians of pub-
lic accountability. Based on this argument, it is important to note that if a public client accepts 
D&M as the PPS without any guarantee (GMP), there are strong possibilities of confl icts in 
terms of issues of accountability which could affect the relationship between the client and 
the PM and consequently affect the stakeholder management environment negatively.

12.8 Conclusion

Project procurement systems have a signifi cant impact on how construction projects are man-
aged. It is through a PPS that the project management framework and project risks are shared 
between key stakeholders. The PPS framework provides the basis for determining the project 
management power structure. It thus creates an environment where project stakeholders are 
supposed to interact and the relationship between them. The management of stakeholders is 
conditioned by the type of procurement system.

Having said this, there is a remarkable lack of knowledge of construction procurement sys-
tems among construction experts and this situation has contributed signifi cantly to a number 
of problems which have been part and parcel of the causes of construction project failures. 
The need to understand PPSs and their relationship to project management approaches can-
not be over emphasised. It is through understanding different characteristics of PPSs that it 
will be possible to select appropriate PPSs for different projects. The selection of an appropri-
ate PPS is a fundamental foundation of a balanced stakeholder management framework. The 
theme of this chapter is thus opportune in understanding the dynamics of PPSs and how a 
PPS infl uence project stakeholder interactions.

The impact of project procurements systems on stakeholder management has been covered 
in this chapter through a systems approach of looking at a project within an organic structure 
of ‘an input–output model’ (Figure 12.3). By refl ecting on each procurement system, it has 
been established that PPS characteristics are the building blocks of the PPS effects on project 
stakeholder management. When a PPS is selected for a specifi c project and its characteristics 
are appropriate for that project, the implications are that there is a strong chance that stake-
holder management issues will be dealt with smoothly. But when a PPS is selected for a par-
ticular project and its characteristics are not appropriate for that project, the likely result is to 
have perpetual confl icts during projects which will consequently affect stakeholder manage-
ment negatively and frustrate the process of having a cohesive project tem.

It thus follows that in order to understand the impact of project procurements systems on 
stakeholder management you need to have a good knowledge of PPSs and their respective 
characteristics and fundamentals of stakeholder management. This chapter has managed to 
provide a good base necessary to understand from both theory and practice the relationship 
between PPSs and stakeholder management.
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13

13.1 Introduction

Hong Kong is world renowned for its impressive infrastructure, such as the airport at Chek 
Lap Kok, and famous buildings, such as the Hongkong Bank building and 2IFC, for the 
pace of the construction process and for the quality of the fi nished product. The construc-
tion industry is lauded for its ‘can-do’ attitude and the apparently high levels of integration 
and cooperation that enable its high level of performance. One might well imagine that an 
industry that can regularly complete 4-day fl oor cycles on high rise buildings over 40 storeys 
would be an innovative and relationship-based industry. However, this is not the case. For 
example, the predominant form of procurement in Hong Kong is still design-bid-build (the 
‘traditional’ approach) and ‘partnering’ has been introduced into the industry but in a piece-
meal fashion and in a manner which is hardly effective (Rowlinson and Cheung, 2008).

The historical context of the industry is important in understanding the current situation 
in Hong Kong. Hong Kong ‘returned’ to China after 150 years of British colonial rule in 1997. 
During these 150 years, a ‘British’ approach to construction was followed which focused 
strongly on the traditional approach and was regulated and administered by a strong civil 
service. This led to an industry which relied heavily on hierarchy, tradition and procedures 
in order to function effectively, but the industry was also heavily infl uenced by the Chinese 
culture in which it was situated. Hence, values such as face, harmony and confl ict avoidance 
were also embedded in the industry culture. In such a situation, the issue of stakeholders 
and their management was paid scant regard; the government was used to making decisions 
on development rather than consulting widely and the other major players, the oligarchy of 
large property developers, adopted a simple, economic approach to their business plans and 
only over the past few years have issues such as corporate social responsibility (CSR) reached 
their boardrooms.

In this context, stakeholder management and relationship management can be said to be 
in their infancy and in some ways run counter to the ethos and philosophy of an industry 
where speed and money are king. However, Hong Kong people have become much more 
demanding of their government and institutions and have demanded that they be consulted 
and involved in all major and minor developments (e.g. the West Kowloon Cultural Hub, 
the Tamar Site Redevelopment, the demolition of the Star Ferry and Queen’s Piers). Indeed, 
during the Handover period, Hong Kong people took to the streets demanding freedom and 
democracy and those demands continue to this day as political reform has come slowly to 
the colonial and post-colonial systems.

Having briefl y set the scene, we present below two case studies, one a civil engineer-
ing project and the other a public housing project, which draw out a number of the themes 
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alluded to above by way of example. We then attempt to draw together some generalisa-
tions on how stakeholder and relationship managements are enacted in Hong Kong, iden-
tifying drivers and inhibitors to their successful implementation, and noting the impact of 
history, tradition and culture on how they are implemented and used in Hong Kong. We con-
clude with the assertion that stakeholder management and relationship management must
be implemented in a context-specifi c manner in each instance and that a ‘PMBOK’ recipe 
style approach to these issues will not be effective nor effi cient.

13.2 Stakeholder management initiatives

Project stakeholders are a person or group of people who have a vested interest in the 
success or failure of a project and the environment within which the project operates 
(Olander, 2007, p. 278). Vested interest, in turn, can be viewed as the actual or perceived 
benefi ts or risks/harms from the activities of construction project management (Donaldson 
and Preston, 1995). The project stakeholders may have a positive or a negative infl uence 
on the project. The challenge for the project team, hence, becomes one of implementing 
the project strategies such that positive stakeholder’s infl uence is maximised and negative 
infl uence is minimised (Walker et al., 2008). In analysing stakeholder management activi-
ties, it is useful to categorise stakeholders into two broad groups: primary and secondary 
stakeholders. Primary stakeholders are people or groups that have a legal contractual rela-
tionship to the project. Secondary stakeholders, on the other hand, are those who infl uence 
or are infl uenced by the project but are otherwise not regularly engaged in transactions 
with the project (Cleland and Ireland, 2007, p. 151). It is apparent that the client, the main 
and subcontractors, the quantity surveyor, suppliers and the like belong to the former 
group, while local communities and general public the latter.

13.2.1 Background

The Hong Kong Special Administrative Region (HKSAR) government has embraced the 
worldwide trend of sustainable development. Consequently, in the development front,
the HKSAR government has emphasised sustainability and community development in pro-
curing and implementing construction projects. Four sustainability dimensions have been 
adopted by the government when administering construction projects. These dimensions 
focus on economics, environment, society and resource utilisation. The client of the project 
in case study A implemented the four dimensions in all aspects of the procurement and the 
administration of the project. The thrust is based on sustainable construction, the aim of which 
is to progressively achieve sustainable development in public housing. The efforts are that 
of balancing the economic, social and environmental concerns of all the stakeholders in the
project. To achieve these goals, various issues are embedded in the tendering and contracting 
procedures in the implementation of the project.

13.3 Project description – Case A

Bearing in mind the foregoing discussion, we now describe the context of project A. The eco-
nomic dimension focuses on attainment of cost effectiveness of the project. Cost effectiveness 
is critical for economic sustainability because all aspects of the housing development, construc-
tion, through to operation and maintenance impact on the budget. Public funds are at stake. 
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The environmental dimension concerns the maintenance or betterment of the environment
where the development is located. Construction activities have to be undertaken such that 
the impacts to the surrounding residents and community are kept to a minimum. Better con-
struction methods and the use of more environmentally friendly construction materials are 
two strategies to achieve these objectives. Resource utilisation is related to the environmental 
dimension. The main thrust is to properly manage and reduce the consumption of resources 
in the construction processes. The production of waste and the use of energy are the two 
main areas of concerns. The social dimension is grounded in the client’s belief that public 
housing and its development and construction have to promote social stability, economic 
prosperity and foster social cohesion. In the construction of the project, the client strives to 
provide a model working environment for those working on the site. As will become appar-
ent, these dimensions are variously manifested in the procurement and stakeholder manage-
ment of the project.

The project presented is one government project administered under such a backdrop. The 
project involves the construction of a public rental housing estate. Three 41-storey blocks are 
to be built. Each block measures approximately 50 � 34 m on plan. The blocks are approxi-
mately 117 m high from the ground fl oor to the main roof level. The three blocks consist of 
over 2300 rental domestic fl at units of various types and sizes. Apart from these building 
works, there are also some civil engineering works. These works include excavation, fi ll-
ing, disposal, lateral support works for the raft foundations, and pilecap works for the three 
domestic blocks.

In addition, there are other structures that are incorporated in the project. The housing 
estate will be served by a neighbourhood elderly centre. The works involve the construction 
and fi tting out of the centre. A bus terminus is to be built next to the estate. The works for the 
bus terminus include site formation, construction, backfi lling, drainage works, street furni-
ture and the associated services works. A two-storey lift tower with an attached footbridge 
connecting the estate to the adjacent residential areas and commercial centre are to be con-
structed. The pile foundations of these facilities are also included in the construction of these 
facilities. A double-deck walkway will be constructed to connect the current estate to the next 
estate. Finally, there is the construction of auxiliary structures. These include drainage and 
external works, slope improvement works, retaining walls, permanent protection to the exist-
ing gas offtake station, and road works within the estate.

The client has adopted innovative procurement initiatives for the project. Tagging along the 
works that are contracted out on a traditional design-bid-build approach are six Guaranteed 
Maximum Price (GMP) packages allowing design leverage and buildability scope on the part 
of the main and subcontractors. In addition, several contractual initiatives have also been 
pioneered in the project. It is under these innovative initiatives that various stakeholders of 
the project are engaged. We explore fi rst the procurement arrangement in the next section.

13.3.1 Procurement arrangement

All works for the project were contracted via the traditional approach. The contract used for 
the project is the Government of Hong Kong General Conditions of Contract for Building 
Works (1993 Edition). Special conditions were added to the contract for the six GMP work 
packages. These six packages are: (1) the specialist external works (including the footbridge, 
lift tower, double-deck walkway, covered walkway and miscellaneous external works);
(2) the enclosure to drainage reserve and the associated backfi lling works; (3) the plumbing 
and drainage installation (including both the above and below ground drainage works); (4) 
the fi re services and associated water pump installation; (5) electrical installation and (6) the 
superstructure of the domestic blocks other than the main structural frame. The majority of 
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the packages involves design-and-build arrangement. The building services packages (i.e. the 
plumbing, electrical and fi re services), however, involve only installation works with design 
provided by the client. These packages collectively represent some 30% of the project cost.

The procurement method is essentially a risk-reduced model developed from the private 
sector approach to target cost and GMP contracting. Risk reduction for the client is mainly 
realised through the contractor having to assume the risk associated with the design, devel-
opment and the construction of the works, and the contractor’s commitment on a price ceil-
ing based on his design proposal at the start of the project. Two risk factors are particularly 
relevant for the project. These are the construction and excavation works at an extremely close 
proximity to the underground railway line and an existing live gas offtake station. The man-
agement of these risks is not only the responsibility of the main contractor, but is also vitally 
important because the contractor is also involved in the design of the works for these areas.

In addition to risks mitigation, the procurement approach enables the client to potentially 
reduce claims, integrate the diverse interests of a complex construction project, offers the con-
tractor an incentive to provide value-added services by assimilating the contractor’s expertise 
in the design and innovations in construction methods and materials to enhance buildability 
(Chan et al., 2007). For the latter consideration, the contractor is rewarded for his creativity 
and improvement efforts on the design and construction of the works. The procurement route 
is depicted in Figure 13.1. The stages are briefl y explained in the following paragraph.

In the design stage, the client identifi ed work packages that require the integration of the 
contractor’s input in design and buildability. The client then prepared a basic scheme design 
and performance specifi cation for the work packages. These packages were subjected to sub-
sequent detailed design development by the contractor. At the tender stage, due to the novel 
nature of the procurement method and the technical risks involved in the project, tenderers 
were invited from a pool of preferred contractors. These contractors had demonstrated their 
established track record in the areas of corporate strength, partnering commitments, capabil-
ity to deliver a quality product, good safety and environmental performance, and experience 
with GMP arrangements. In so doing, the client hoped to achieve a balance between ensur-
ing effective competition and selecting competent contractors. Tenderers submitted technical 
proposals for the modifi ed GMP packages. Assessment was done on both technical and price 
evaluations. The ratio adopted was 70/30 on price to technical score. Tender interviews were 
conducted with the tenderers’ teams. Criteria assessed for the technical category comprised of 
methodology and technical proposal for the work packages; the resources and expertise of the
tenderer; relevant project experience; and safety, health, environment, and resources man-
agement of the tenderer. The exercise aims to exclude exceptionally low bids. Instead, the 
contractor was selected based on the best value offered considering the benefi ts of builda-
bility, compliance to the specifi cation, alternative design and construction proposal, future 
maintainability, and cost effectiveness. Because of the unique nature of the procurement 
arrangement that involves a design-and-build element, the GMP subcontract packages were 
let as domestic subcontracts. At the construction stage, the GMP packages operated under 
the ‘open book’ accounting arrangement where the client could ‘see’ the contractor’s costs at 
both the tender and construction stage. It is said that the client can therefore understand the 
contractor’s costs better. The improved understanding helped to facilitate mutual efforts in 
driving costs but not margins down. Given this context, we turn now to examine how vari-
ous stakeholders are managed through a series of mechanisms.

Constructive engagement was implemented throughout the supply chain from the pri-
mary project stakeholders (the project team, the client, the subcontractors and suppliers) and 
secondary stakeholders (the community) in the project. These initiatives target each stake-
holder’s main concerns and attempt to match them. The avenues used in this aspect include 
shared saving among the main stakeholders of the client, main contractor and subcontractors; 
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Figure 13.1 The contract procurement route (adapted with permission from HKHA (2005).

ensuring community benefi ts through various schemes administered by the main and sub-
contractors endorsed by the client; ensuring workforce benefi ts and welfare; and project team 
members’ human resource development. From the perspective of stakeholder management, 
the two salient thrusts in driving these initiatives are client proactiveness and farsightedness, 
and the main contractor ‘coming-of-age’ CSR awareness and its manifestations.
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We discuss fi rst the primary stakeholder management initiatives as administered by the 
client for the project. The impact of the procurement method on stakeholder management 
is manifested in the institution of supporting mechanisms that are crucial for the successful 
implementation of the procurement method. These mechanisms are: (1) ‘gain share and pain 
share’ arrangement, (2) project dispute resolution system and (3) promotion of a collabora-
tive work environment.

Unlike the traditional GMP scheme whereby the sharing arrangement is only limited 
to the gain (Chan et al., 2007), both the ‘pain and gain’ are shared for the project. The cost 
saving for GMP packages is shared equally between the client and the main contractor, i.e. 
50%:50%. However, the contractor is only entitled to 15% of his portion of the saving. The 
remaining 85% is to be shared between the contractor and the GMP subcontractor(s) on a pro 
rata basis based on the contribution to net savings by both parties. This arrangement poten-
tially motivates both the main and subcontractor(s). The project dispute resolution system 
is implemented to resolve disputes that might arise at source. The system laid down steps 
for amicable dispute resolution by inaugurating an adjudication committee. The committee 
comprised representatives from the client, the main contractor, subcontractors and the quan-
tity surveyor. Under the system, the aggrieved parties fi rst attempt to settle their dispute/
s in good faith through the adjudication committee. If this step fails, the dispute will then 
be referred to the senior management of both parties. Arbitration is used as the last resort. 
An independent dispute resolution advisor is appointed to facilitate the resolution process. 
Clearly, a collaborative environment is fundamental in smoothening project works. As with 
most of the government projects, team spirit of the project is developed through a partner-
ing approach. While minor disagreements were present, generally it was observed that bet-
ter communication and understanding were achieved among the main contractor and client 
teams. Informal ‘workshops’ convened by the project architect especially at the beginning 
stage of the project were particularly effective in promoting cooperation among various 
parties. Although originally intended to solve technical problems, the constant contacts of 
participants throughout the workshop sessions had produced a ‘side effect’ of improving 
relationships due to close and frequent contacts. More problems were solved promptly on 
site. The parties became more proactive in working towards achieving common objectives. 
The cordial relationship between the client and main contractor’s team was evident through 
an incident where both parties waived the design processing costs for the GMP packages. It 
appears that the procurement method with its associated supporting mechanisms facilitated 
positive stakeholder management.

There are other general initiatives adopted by the client which are not specifi c to the GMP 
procurement method. The main contractor’s active participation also contributed to the 
smooth implementation of these initiatives.

The fi rst initiative is the workers wage protection scheme. The scheme is a direct response 
to workers’ grave concerns on the protection of their wages in the event of default by contrac-
tor or subcontractor as evident in recent cases (Lau, 2008). The institution of an on-demand 
bond in the contract can be used to secure payment of wages for the affected workers. Active 
monitoring of workers’ wages is effected at operational level. A labour relations offi cer 
(LRO) is employed on site to check, verify and monitor workers’ wage records. The LRO also 
receives, acknowledges and records complaints, and follows up those complaints on site. 
Active engagement and participation are required at the lower stream of the supply chain. 
Both the main and subcontractors are required to operate under the wages declaration sys-
tem. Under the system, the subcontractors are required to pay their workers on time before 
applying to the main contractor for their monthly payment in conjunction with works done. 
On time payment to workers was stressed for the project. The computerised wage monitor-
ing system employed on the project is equipped with a sophisticated mechanism to track 
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wage payment such that if late payment to the workers is encountered, the system issues a 
warning and the subcontractor’s payment will be delayed. As cash fl ow is vitally important 
to the subcontractors, it appears that information technology has been disguised as a power-
ful administrative instrument instituted to monitor workers’ wages. The main contractor’s 
responsibility is to implement and maintain the computerised system, and to manage the 
subcontractors’ payments. The workers, then, are responsible to actively report work through 
the system with the use of their access passes.

The main contractor of the project has also adopted other primary stakeholder manage-
ment initiatives. These initiatives concern mainly the onsite welfare provision for the work-
ers and staff, and human resource development for the main contractor’s site management 
team. The former involves a health promotion programme that includes basic health check 
and health counselling for workers with health conditions (e.g. hypertension), cash prizes for 
high performing workers, heat stress preventive programme in view of the high temperature 
summer working periods, the provision of mobile mist generating machines, installation of 
thermometers throughout the site, the provision of workers’ quarters and laundry areas, etc. 
The latter initiatives address the project team members’ concerns for their personal develop-
ment and enrichment. The team members have been encouraged and sent to attend various 
personal development courses that include management skills, technical skills and leader-
ship courses. However, what is more pertinent to the human resource development drive by 
the main contractor is the great length the main contractor went to in order to emphasise the 
shaping of a familial atmosphere among the site team. Chief of those initiatives administered 
by the main contractor, through the senior management staff on site (e.g. project manager 
and site agent), are the coaching programme, recognition, and the active seeking and pro-
vision of opportunities for site staff to try new things within their capability. A systematic 
recognition and promotion scheme (both fi nancial and positional rewards) was administered 
in the project. The results observed were the promotions of some site staff and the re-joining 
of some junior engineers after the completion of their industrial training with the main con-
tractor. In addition, various industrial awards and accolades won by the main contractor in 
recent times have attested to the effi cacy of the approach adopted. The observation is in line 
with studies conducted elsewhere that indicate the clan type culture that emphasises peo-
ple orientation is more conducive to successful project outcomes, albeit in the area of quality 
management (Thomas et al., 2002).

The management of secondary stakeholders, in particular, on the part of the client has seen 
a saliency in the client’s proactiveness in engaging stakeholders. The client identifi ed prin-
cipal stakeholders as those who are an integral part of their development and construction 
operations. Of importance is the recognition of the essential roles the stakeholders play in 
meeting their visions. The client has built into their planning and development processes 
community engagement initiatives. For the project, a series of activities designed to instill 
a greater sense of belonging and participation of the community in the project were imple-
mented. A competition for mural painting was organised in the community in conjunction 
with the project. The winning design had been incorporated as a permanent mural feature 
for the estate. ‘Action Seedling’ was another activity implemented to promote community 
participation in the project. The community was encouraged to participate in the greening of 
the project during the construction stage. In this activity, local residents and school children 
from nearby schools participated in planting seedlings and nursing the plants for the estate 
under construction. In addition, the adoption of construction technology also contributed to 
the betterment of the community. Extensive use of prefabricated building elements and hard 
paved site areas are two technological measures aimed at reducing dust and noise.

It is apparent that all the activities cannot be smoothly rolled out without the active par-
ticipation of the main contractor. In what appears to be the response to the client’s push for 
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active community engagement at the beginning, the notion of CSR has gradually evolved 
throughout the organisation of the main contractor over time. As a result of the increased 
awareness of the impact of their activities on the community, the contractor has been active 
in participating and responding to the client’s drive for community engagement, at times, 
going beyond the requirements of the client. Two incidents exemplify the contractor’s active 
involvement. The fi rst involved the contractor’s volunteer house improvement activities 
during a festival to help the elderly residents at the nearby estate. The main contractor dis-
patched two teams of personnel to help repair malfunctioning services within the fl ats of eld-
erly residents. The second concerned the main contractor volunteering construction related 
information to the nearby residents in terms of prolonging construction activities beyond 
normal working hours (i.e., 7.00 pm). The improved communication between the project 
team (both the client and main contractor teams) and the community resulted in reduced 
complaints and a more positive impression from the residents.

The stakeholder management initiatives in terms of the identifi ed stakeholders, their inter-
ests, impacts and the strategies adopted to address their concerns are summarised in Table 13.1
at the end of the next section.

13.3.2 Implications from case study A

Several implications can be drawn from the foregoing discussions of the project stakeholder 
management in this project.

Passive reaction among the subcontractors and junior staff members

The passive reaction refers mainly to the initiation and participation of the parties in the 
implementation of stakeholder management. The situation is particularly evident in the man-
agement of secondary stakeholders. For the project, initiation of stakeholder management 
was mainly driven by the management of the client and the main contractor. Little effort 
came from the lower echelon of the project organisation. The contribution from this hierar-
chy of members came mainly in the form of carrying out instructions from their supervisors/
managers. It appears, therefore, that the members of the lower echelon are adopting a mini-
malist approach. For these members, engaging with the external stakeholders does not read-
ily contribute to their immediate works. As both the main contractor and the client are fully 
committed to the stakeholder management paradigm, the issue is one of engaging the lower 
echelon of the project organisation so that a uniform and positive attitude can be inculcated.

The lack of a structured approach to project stakeholder management

The preceding observation is symptomatic of the present issue of the lack of a structured 
project stakeholder management system on the part of the main contractor. The defi ciency 
is particularly acute with external stakeholder management. Despite considerable success in 
dealing with and tackling issues with the community, the main contractor admitted that their 
approach was one of trial-and-error and experimentation. Most of the stakeholder manage-
ment initiatives rolled out in the project were implemented for the fi rst time, at times with-
out thorough deliberation. For the main contractor, while there are elaborate procedures and 
guidelines dealing with the internal stakeholders, the guidelines for managing external stake-
holders, especially the communal stakeholders (e.g. surrounding residents, property and 
estate management agency, and district councillors), had not been established. Some of the 
initiatives appear ad hoc. In particular, there was no structured approach to identify external 
stakeholders, their impacts and the method of engaging them; yet methodologies currently 
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Table 13.1 Stakeholder management initiatives for the case project

Stakeholder Stakeholder interest Impact Strategy

Procurement-specifi c initiatives

Client Embraced contractor 
expertise, improved 
buildability

Less buildable design Design-and-build 
element in the GMP 
packages

Client Cost certainty, risk 
reduction

Cost escalation Introduce GMP scheme

Main contractor Equitable cost and risk 
sharing

Cost escalation Client administers pain 
and gain share scheme

Subcontractors Enjoy the benefi t of 
saving 

Less motivated to 
suggest buildable design

Client administer pain 
and gain share scheme

Client, main contractor 
and subcontractors

Better disputes 
resolution

Cost escalation, delay 
and negative relations 
among parties

Client administers 
dispute resolution 
advisor system

Client, main contractor 
and subcontractors

More amicable working 
environment 

Negative and adversarial 
working relationships 

Developing team 
spirit through project 
partnering

General initiatives

Workers Prompt payment of 
wages

Low morale, work 
stoppage

Wage protection scheme

Workers Welfare and safe working 
environment

Low morale, lost 
productivity due to 
incident/accident

Main contractor provides 
safe and comfortable 
working environment, 
health promotion

Project team members Self-improvement and 
promotion

Low morale and 
productivity

Main contractor 
implements human 
resources development

Project team members Familial working team Low morale Main contractor’s project 
manager promotes team 
cohesion

Client, main contractor Organisation and 
company image

Negative publicity Active engagement with 
community and public to 
improve communication 
and impression 

Client, main contractor To be recognised as 
socially responsible 
corporate entity 

Bad corporate image Active implementation 
of corporate social 
responsible activities 

Community and public Participation in the 
development of estate

More complaints Client and main 
contractor’s engagement 
activities and 
communication sessions

Community and public Less disruption of their 
living environment

More complaints Noise and dust reduction 
construction methods

Elderly residents at 
adjacent estate

Malfunction within-unit 
services repaired at low 
or no cost

(NA) Main contractor free 
attendance to the units
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exist for their identifi cation and management (see, for example, Walker et al., 2008). The main 
contractor appears to be passive in that they were taking the cue from the client. However, 
the client, apart from stating an intention and commitment at the strategic level, did not pro-
vide an actionable guideline to the main contractor. While the efforts and achievement of the 
main contractor have to be commended, the situation refl ects the somehow parochial mental-
ity of the construction fraternity in terms of external stakeholder management.

Contracting fi rms have traditionally adopted the attitude that construction operations are 
confi ned within the boundary of the site. Site operations are therefore a closed system. This 
view overlooks both the direct (e.g. dust and noise) and indirect impact (e.g. bad impression 
resultant from direct impact) on the community. In terms of engaging external stakehold-
ers and mitigating the impacts construction activities have caused, it is not in the interest 
of fi rms to do more than necessary as costs are incurred in extra efforts. Hence shareholder 
management and interest still overrides the stakeholder paradigm. The project is typically 
not described and hence not operated in terms of external stakeholders’ interests. That is, the 
stakeholders’ perspectives are not integrated into the project formulation processes despite 
the best intentions of both parties (cf. Cleland and Ireland, 2007).

No allowance for additional resources for stakeholder management

Despite the various external stakeholder management activities that had been carried out by 
the main contractor, there was no provision of additional resources available for the main 
contractor under the contract. The reward from the client comes in the form of recognition. 
Both the client and the main contractor are fully committed to making the project a success 
in most if not all aspects. In addition, given its status as a pilot project, the ensuing image 
issues and the high stakes involved especially for the two primary stakeholders of the client 
and main contractor (Mahesh et al., 2007), the main contractor resorted to adsorbing the extra
costs. However, while the costs involved in carrying out those activities are not considerably 
large, the lack of compensation from the client may lead to only token efforts from the main 
contractor. The situation may be more acute for the cost conscious contractor. It is therefore 
desirable to provide some fi nancial support and introduce an appropriate disbursement 
mechanism to entice the main contractors to exert effort in managing external stakeholders.

Engagement of specialist subcontractors from the client’s nominated list

The subcontractors for two GMP packages were ‘novated’ from the client’s nominated list, 
but because of the nature and element of design-and-build inherent in the packages, these 
subcontractors were engaged as domestic subcontractors. The arrangement is seen as a move 
to improve the buildability thereby achieving a cost saving design. However, although the 
arrangement helps ensure quality control to some extent for the client, it can reduce the main
contractor’s capacity to stay within the GMP (Haley and Shaw, 2002). In addition, the level 
of cooperation between these novated subcontractors and the main contractor needs extra 
attention and promotion. For this project, it was observed that the client’s intervention was 
invoked in the initial stage of the project to bring the parties together. In the long run, how-
ever, a more appropriate arrangement needs to be implemented.

13.4 Project description – Case study B

The project is an infrastructure project, comprising a 1.1 km elevated viaduct dual three-lane 
carriageway (average 65 m above ground) connecting a tunnel (under construction) on one 
end, to a cable-stayed bridge (under construction) at the other end. Together, they form an 
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integral part of a 7.6 km long major highway. The project site is reclaimed land (to be handed 
over in phases) surrounded by industrial facilities, container terminals and an educational 
institution. The contract is a re-measurement type, traditional design-bid-build approach, 
with an initial contract period of 40 months. There is also a non-contractual partnering 
arrangement in place. The client is a major works department of the Government of Hong 
Kong and the contractor is a joint venture between a Hong Kong-based French company and 
a Chinese state-owned company. The consulting engineer is a Hong Kong-based interna-
tional engineering consulting fi rm.

The peculiar features of this project, especially its size, location (vertically and laterally) 
and technical complexity, brought together a myriad of stakeholders, whose interests needed 
to be aligned at various phases to successfully deliver the project.

In the next section(s), the management of stakeholders on the project is analysed using 
data gathered through documentary records and interviews with key project participants. 
Five incidents, involving critical and contentious issues during the construction phase of the 
project, are used to illustrate how the stakeholders surrounding each incident were identi-
fi ed, managed or mismanaged individually and collectively in resolving the various issues, 
as in case A. The impact of the procurement arrangement on the confi guration of the project 
stakeholders and the implications for their management are also discussed.

13.4.1 Incident analysis

Interface arrangement

The contractor proposed sometime after the commencement of the project to change the 
nature of the original arrangement regarding the temporal use of the deck of an adjoining 
bridge project (under construction), as a platform to station a launching girder in order to 
manoeuvre and launch viaduct segments. The proposed change was to position the launch-
ing girder beyond the point originally proposed in their technical proposal at tender and 
which was subsequently built into the contract as an interface arrangement. From the con-
tractor’s perspective, however, the change was necessary to make the launching operation 
simpler and safer. Yet, given the signifi cant shift from the original plan, the new proposal had 
various implications for progress and risks. In particular, late resolution of the issue could 
jeopardise the achievement of the project Key Dates. To resolve this issue, however, the input 
and buy-in of a host of stakeholders were required. The stakeholders in this incident com-
prised the following, both internal and external to the viaduct project organisation:

 1. The Client (same for both projects)
 2. Viaduct Contractor (viaduct JV contractor)
 3. Independent Checking Engineer (ICE)
 4. Bridge Contractor (bridge JV contractor)
 5. Engineer’s Representative (ER) (viaduct project)
 6. Engineer’s Representative (bridge project)
 7. The Engineer (viaduct project)
 8. The Engineer (bridge project)
 9. Project Board of Directors (Viaduct JV Contractor)
10. Project Board of Directors (Bridge JV Contractor)

A number of critical and contentious issues regarding the new proposal were apparent.

 1. The structural stability of the bridge deck to withstand the imposed loads beyond the 
original point needed to be established.
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2. Cast-in items were required on the pier and bridge deck to facilitate the positioning of the 
launching girder.

3. Partial removal of some of the temporary supports to the bridge deck was required to 
avoid collision with parts of the launching girder.

4. The works programme could be derailed if the issue was not resolved in a timely manner, 
jeopardising the achievement of Key Dates.

5. Responsibility for the risk and liability for any unforeseen circumstances regarding the 
proposed operations needed to be established.

6. Associated cost and time liability needed to be established.

It was therefore the contractor’s responsibility to obtain buy-in of the various stakeholders iden-
tifi ed above to resolve all of the above issues of contention. In doing so, the stakeholders were
engaged both formally and informally. For example, the issues regarding the structural stabil-
ity, partial removal of temporary supports and cast-in items, which were within the domain 
of the Bridge Contractor, were discussed in the fi rst instance at their regular monthly inter-
face meeting. At this meeting, the Bridge Contractor agreed in principle to check the feasibil-
ity of the issues raised and to give its response.

While the fi rst three issues, which were technical in nature, were easier to resolve with the 
Bridge Contractor, the last three, which were contractual, were most problematic. In terms 
of risk and liability regarding damage to the bride deck works, this was covered under an 
Owner Controlled Insurance Programme (OCIP) taken by the client to cover all the projects 
within the 7.6 km highway. The contentious issue was however with potential claims from 
either contractor for extension of time or associated cost due to any unforeseen prolongation 
arising from the proposed arrangement. It became signifi cantly more contentious when the 
client requested that The Engineers of both projects get undertakings from their respective 
contractors not to claim time or costs associated with the proposal if approval was granted. 
Apparently, a similar arrangement on one of the client’s previous projects had resulted in 
huge prolongation claims from one of the contractors and thus reinforced the ‘baggage’ parties 
carry from one project to the other. The Client’s suggestion was however at variance with the
contract provisions in both contracts (the viaduct and the bridge) that allowed the contractor 
to claim extension of time and additional payment for interface issues if the issue requires 
the contractor to act in a manner which goes beyond his obligations under the interface pro-
vision. The ER on the viaduct project however consequently requested a full risk assessment 
on the issue from the contractor, emphasising as well that the client would only give consent 
for the proposal to go ahead if the Viaduct Contractor was willing to accept full liability for 
any eventuality. A contingency plan was also requested from the contractor, in the event that 
the proposal was not approved by the client.

To obtain buy-in of all parties regarding the viability of their proposal, the Viaduct 
Contractor organised and delivered a presentation on the sequences involved in their new 
proposal regarding the use of the bridge deck. Yet, this did little to persuade the parties to 
shift their positions. The Client maintained his position of no approval without waiver of 
rights to claim time and associated cost by the contractors. The contractors also maintained 
that they could not waive that right. While this was generally a contractual matter, it also 
highlights the cultural disposition of uncertainty avoidance in a Chinese work context and the 
tendency to work strictly according to the rules (or contract in this case). Not even the double 
assurance provided by the use of the ICE to provide an independent assessment of the safety 
and structural soundness of the proposal could persuade the parties to reach an agreement.

At this time it had been about 5 months since the proposal was put forward and there was 
still no end in sight, and the launching girder was within weeks from the point where access 
to the bridge deck was required. The Client continued to emphasise the need for an early 
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resolution, yet was not prepared to compromise on its stand. All parties then agreed that this 
interface issue be resolved as soon as possible and that a drop dead date for a conclusive deci-
sion on the proposals be established. As the issue dragged on the contractor’s revised works 
programme could not also be approved, partly because it was contingent on the new pro-
posal and thus failed to meet the established Key Dates. At this stage, the remaining conten-
tious issue unresolved was still that of waiver of right to claim. The Engineer for the viaduct 
project then wrote to request the contractor to confi rm their acceptance of all direct and con-
sequential costs if the launching girder was in an accident or incident involving the bridge 
works resulting in prolongation. The contractor however indicated in three related letters to 
the ER that they could not accept additional liabilities as that constituted additional constraint 
under the contract. They further indicated that they were studying alternative temporary 
works to enable the undertaking of the launching of the segments without using the pro-
posed bridge deck beyond what was originally proposed, but that these had cost implica-
tions. In a reply, the ER reminded the contractor of their contractual obligation to indemnify 
the client irrespective of which proposal they chose to go with. To put an end to the ping-pong 
letters that were becoming the main mode of communication regarding this issue, a meeting 
was then scheduled to specifi cally deal with the issue. However, as the issue could not be 
resolved, the contractor was requested to revert to the original sequence of segment erec-
tion in the technical proposal at tender or submit alternative proposals for consideration. Out 
of options and running out of time as well, the contractor agreed to revert to the original 
proposal and thus prepared and submitted a proposal to the ER accordingly. This proposal 
included a method statement, risk assessment, detailed interface arrangement and various 
ICE certifi cates as required. This was approved by the ER. As this was also the outstanding 
issue making it impossible to have the revised programme of works approved, the contractor 
also prepared and submitted the programme in line with the original arrangement.

Evidently, about 6 months was spent needlessly, only to revert to the original proposal. 
Ironically, the segment launching operation which was the subject of about 6 months back 
and forth discussion and ‘ping-pong letters’ actually took less than 3 weeks to complete after 
reverting to the original plan. It is interesting also that the various stakeholders in this, espe-
cially The Client, took positions that appeared at variance with the spirit of the non-contractual
partnering that was in place on the project and that was continuously reinforced through 
various workshops. Indeed, an attempt to use the partnering process to resolve this issue 
was met with silence from all parties, reinforcing the sceptics’ belief that many parties who 
sign up to such non-contractual partnering arrangements have little commitment to working 
in ‘real’ partnership. One of The Client’s team members was particularly unequivocal when 
he put it rather bluntly in an interview that:

Under the partnering spirit, we organize . . . workshops and . . . discussions with facilitator where 
we can express our opinion, . . . but still the roles of the engineer, the employer and the contractor 
are still clear under the contract. . . . partnering . . . [is] there to facilitate any exchange of opinions, 
but not as a forum for making decisions. . . . It is not a forum for making decisions. Of course, we 
have our own decision, whether to proceed with a certain idea, but that’s not contractual. So you 
have to slightly distinguish this . . . 

While there appear to have been genuine efforts by the contractor (may be because the con-
tractor stood to benefi t most if the proposal was approved) to engage and obtain buy-in, it is 
doubtful whether any alternative mode of engaging, especially The Client, could have yielded 
a different outcome. Public project settings are particularly replete with risk averse and fear of 
blame attitudes. This, rather than the means of engagement of the parties, may be why a pro-
posal such as this was predisposed to failure.
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In a related incident a couple of months later, the Bridge Contractor needed to erect cranes 
on the same bridge deck area. Given the elevated nature of the bridge (about 70 m above 
ground), the only viable access point to the deck was through the viaduct, as the other end 
of the bridge under construction was still hanging over water (sea). The Bridge Contractor 
therefore requested to use the viaduct in order to move the cranes and associated equipment 
to the bridge deck. This proposal was accepted, apparently because the trucks and crane parts 
that were to be delivered were not expected to impose any loads beyond what the viaduct 
has been designed to withstand. Given that the element of uncertainty was greatly reduced 
in this case, a resolution was a straightforward matter. But more importantly, this suggests 
that when two projects share boundaries like this, interdependence is inevitable. Thus, par-
ties must always remember that often, ‘what goes around, comes around’. If the Bridge 
Deck Contractor had refused to consider the proposal put forth by the Viaduct Contractor 
to extend use of the bridge deck, then the Viaduct Contractor could also have used that prec-
edent to refuse access to the viaduct or unnecessarily delay the granting of such access.

Temporary Traffi c Arrangement

To facilitate the works and safeguard the public, it was necessary from time to time during 
the project to temporarily divert traffi c passing through the site. This normally involved full 
or partial closure of some or all roads. These changes to the normal movement of traffi c are 
handled under what is called ‘Temporary Traffi c Arrangement’ (TTA), and is governed by 
the ‘Code of Practice for the Lighting, Signing and Guarding of Road Works’ 4th issue which 
came into force on the 1 July 2007. This incident revolves around the TTA schemes on the 
project and how they were managed to reduce non-compliance (NC) and inconvenience to 
the public and the engagement of various stakeholders.

The stakeholders in the TTA schemes included the following:

1. Road users (General Public)
2. Client’s Audit Team (Research and Development section)
3. Traffi c Management Liaison Group (TMLG) (which comprised the Client, Contractor (and 

his Transport Consultant), ER, Police (Road Management Offi ce and Traffi c Management 
Bureau), Transport Department (Engineering and Operations section), Representatives of 
Adjoining Businesses, Lands Department, Local Council representative)

The key stakeholder was the TMLG, whose decisions supersede the contract provi-
sions regarding the TTAs. The key players in the TMLG were the police and the Transport 
Department, with the other members tending to go with whatever these two decided.

The contractor and his Transport Consultant were responsible for the design of the TTAs. 
The proposed arrangements are then presented to the TMLG for deliberation and approval. 
Once approved, the TTA becomes the standard against which NC is determined. Given the 
importance The Client attaches to the TTAs, an Audit Team (the Research and Development 
section) carries out on average about 10 audits every month regarding the performance of 
TTAs and issues NC for breaches.

For several consecutive months in the course of the project, the Audit Team continually 
issued NCs for various breaches. The Client’s project team expressed their unhappiness 
about the situation and asked the ER to step up their own inspections to forestall any future 
breaches. It was then agreed that representatives of the ER and the contractor would check 
on a daily basis to ensure that the TTAs were implemented to the required standard.

The ER together with the contractor then instituted various measures to prevent contra-
ventions of the TTA arrangements. Central to this was increased joint inspections. Three 
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inspections of the TTAs were carried out daily. The fi rst inspection often took place in the 
morning where breaches were identifi ed for rectifi cation. In the afternoon the ER carried out 
another inspection to ascertain that the breaches that were identifi ed in the morning had been 
rectifi ed. The last inspection was then undertaken jointly by the ER and contractor at about
4 pm to make sure all TTAs are still in order. Following the success of these measures in 
reducing the NCs to zero for the following months, the Client suggested that the ER circu-
late such measures to the Client’s other projects for possible use, since they were apparently 
having similar problems. In a show of support for the contractor’s efforts in upholding the 
standards regarding the TTAs, the Client’s project team personally appealed on one occa-
sion on behalf of the contractor when the Audit Team issued an NC which the Client’s team 
thought was unfair. The inspection team subsequently withdrew the NC.

The management of public expectations was also central to the success of the TTAs. To 
help reduce the inconvenience, the TTAs sometimes caused to the public, the Client was usu-
ally given 3 days advance notice by e-mail or phone of all future TTA leading to diversions or 
road closures to allow their prior notifi cation to concerned members of the public.

Feedback from the public was also a central element of the TTA implementation, since it 
was often not possible to envisage and cater for the expectations of all road users. Although 
not exclusive to this project, the Government of Hong Kong has in place various channels 
through which the public can send in enquiries and complaints on a wide range of issues 
including issues relating to roadwork activities such as TTAs. The most commonly used 
channel is 1823 Citizens Easy Link (CEL). This is an integrated contact centre operated by 
the Effi ciency Unit of the Government of Hong Kong on behalf of about 20 Government 
Departments including all works departments. Once a complaint is received, it is proc-
essed and passed on to the department of concern. In addition to this, the client also 
runs a 24-hour hotline, enquiry and complaint e-mail addresses. When the client receives 
a complaint regarding, for example, the TTAs on the project, the complainant is usually 
contacted for further details or clarifi cations. These are then passed on to the ER or con-
tractor for appropriate actions. A range of actions are possible depending on the content 
of the complaint, but could include inviting the complainant on a joint site visit to better 
understand the problem for a more appropriate resolution. Indeed, the Client has made a 
pledge to resolve all complaints within 7 days. If this is not possible, complainants are nor-
mally sent a preliminary response on progress of resolving their concern with information 
on when they expect to completely resolve the situation. On this project in particular, they
have instituted what they call the complaint walk where the client goes on site to walk 
through with the ER and contractor to ensure that the complaints from the public are being 
addressed. In one episode, a lorry driver launched a complaint when he was affected by the 
closure of one of the roads passing through the project site. The issue was resolved to his sat-
isfaction by the installation of additional traffi c signs. The Client then advised that the plan-
ning and implementation of the TTAs should take into account the perceptions of the road
users in addition to meeting the minimum standards. In another episode, a passenger 
had to pay an additional HK$30 as taxi fare due to diversions resulting from a TTA. He 
launched a complaint regarding this and was taken on a site visit to explain the situation. 
However, he was dissatisfi ed with the explanation and demanded a refund of his taxi fare. 
This was rejected by the contractor as it was considered unjustifi ed as all the necessary 
signage was complied with. The passenger was considering taking the issue up with the 
ombudsman.

TTAs are an important feature in roadwork projects and are considered one of the most 
challenging tasks on most road projects (Chan, 2003). Yet, as shown here, the project team, 
especially the contractor, is keen on ensuring that inconvenience to the public is reduced as 
much as possible by engaging all stakeholders for successful implementation of all TTAs.
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Community Planting Exercise

In December 2003, the Works Bureau of the Hong Kong Government issued a circular (No. 
34/2003) on ‘community involvement in greening works’. This directive was to show the gov-
ernment’s commitment to the promotion of greening activities to enhance the quality of the 
living environment, and to promote community involvement and a sense of ownership among 
local residents. It required that all capital works contract with the estimated value of the land-
scape works in excess of HK$3 million should involve consultations with the respective district 
councils with regards to the greening works prior to tender and that the community be invited 
to participate in the planting works near to or after the completion of the project.

Since the value of the landscape works on the project was less than HK$3 million, the 
adjoining bridge project whose value for landscape was also less than HK$3million was 
invited to join the community planting exercise. Thus, both the contractor and consultant 
confi rmed that the community planting exercise was not part of the original contract but 
only in their opinion a public relations exercise by the client. Yet, the ER was quite support-
ive asserting that:

 . . . I think this is, one of the reasons is to let the public know that [the Client] . . . is very keen in 
greening the environment or [the Client’s] projects are not just a concrete bridge, concrete ‘spa-
ghettii’ built in urban or rural areas but [the Client] at the same time, [the Client] thinks about the
aesthetics of the bridge work and [the Client] thinks about what has been affected in terms of
the planning so [the Client] tries to compensate the area by putting more plants at the same time 
[the Client] enhances more greening works.

The details of the onsite community planting on the project were however discussed at one 
of their monthly progress meetings. The client advised that the exercise be arranged earlier 
to avoid the hot weather and typhoon season if possible. Following this, the ER (viaduct 
project) was requested to attend a similar community planting activity being organised by an 
adjoining project for fi rst-hand information on how it is done, so that he would be in a posi-
tion to advise the contractor on how to organise for this project.

The key participants for the community planting project were pupils from two selected 
primary schools in the neighbourhood and some district council members. The contractor 
however had some concerns about the composition of the volunteers for the planting exer-
cise and expressed some reservations:

 . . . there is some hidden risk in this, because for us at the moment, this is still a construction site, 
so under the law anybody who comes into the site will require a Green Card. If he is a worker, he 
needs to have a registration card, . . . the kids who will be doing the planting, they are actually 
doing [the contractor’s] work. Technically they are doing our permanent works because they are 
planting the area where [the contractor] is supposed to plant themselves, so they don’t have a green 
cards, they don’t have workers’ registration cards and they are all underage (Rep. Contractor)

He added regarding insurance that ‘ . . . technically the insurance people will say, if something 
happens such as claims issue who is responsible?’.

On the question of whether these issues had been raised with the client, the response was 
that the volunteers should be classifi ed as visitors. Since the circular on the community plant-
ing mandates the Client to take responsibility among others for insurance and safety matters, 
it was the contractor’s view that this has been given due consideration.

Taken together, however, the community planting exercise appears to be well received 
by the volunteers and attracting public enthusiasm. This can be attributed to the fact that it 
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presents them with the opportunity to get closer to projects than they normally would, and 
in the process learn more about what the tax payer’s money pays for. Government and com-
munity representatives are also keen to show up at such exercises as it gives them the oppor-
tunity to closely engage with and interact with their constituents.

Construction Noise Permit

Following a proposal to change from the use of two launching girders as proposed in the techni-
cal proposal at tender to one launching girder and a crawler crane, the contractor further pro-
posed a 24-hour cycle for the erection of the viaduct segments in order to achieve an equivalent 
productivity level. While there was no issue with this part of the proposal, as that was within 
their contractual right, the continuous supply of precast segments to the launching girder beyond 
11 pm to ensure the 24-hour cycle was achieved was problematic. This was because the proposed 
storage area for the precast segments was directly beneath a student hall of residence and the car-
rier that supplied the segments to this area produced noise beyond the acceptable Environmental 
Protection Department’s (EPD) limits. The stakeholders in this case included:

1. Authorities of Educational Institution
2. The residents of school hall of residents (warden)
3. Environmental Protection Department
4. The Client
5. Viaduct Contractor (viaduct project)

To mitigate the situation, the contractor proposed some modifi cations to the segment carrier 
to reduce the noise. A noise enclosure was specifi cally designed and installed to the engine 
part of the carrier. A trial was then run and the noise levels at various times and from various 
points were recoded and the results presented to EPD. Given the importance of this permit to 
the progress of work, the Client played a key role in facilitating the approval process as testi-
fi ed by the contractor:

 . . . [the Client] was involved in some of the discussions, so, everyone was involved trying to sat-
isfy EPD, even [the Client] went with [the contractor] to discuss with EPD, about what can be 
done, what is acceptable to [EPD] in terms of noise level from the point of view of EPD for them to 
issue a permit (Rep. Contractor)

In separate discussions with school authorities whose hall of residence was close by, the con-
tractor suggested that the windows of the hall facing the site be closed at all times to reduce 
the noise. The school agreed to do so but also requested that the contractor replace their old 
air-conditioner with a much quieter new one.

While the approval process for this issue took an unusually long time to resolve, it is inter-
esting to note that throughout the 24-hour segment erection operations, only one person (the 
warden) actually lived in the hall of residence, and thus shows the desire to fully adhere to 
the law no matter the circumstances.

Miscast segments

An estimated 67 number precast viaduct segments were miscast by the precast subcontractor 
due to wrong setting-out information provided. This resulted in the incorporation of cross-
falls in the wrong direction. The ER subsequently issued a non-conformity notice which 
required that the segments be scrapped and recast. In view of the signifi cant and unrecover-
able delay to the work that this error could cause, there was the urgent need to review the 
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procedures relating to the production of the precast segments in the precast yard in Mainland 
China, by strengthening supervision. There was therefore an immediate review of the setting 
out and checking procedures for the production of the precast segments.

The stakeholders in this case included:

1. Precast Subcontractor (in Mainland China)
2. Contractor (Viaduct)
3. Independent Engineering Consultant
4. The Client
5. Client’s Maintenance Unit
6. Clients Audit Team
7. Government Department (in charge of waste disposal site)
8 The Engineer
9. The ER

When the error was detected, some of the wrongly cast segments were already erected. The 
consequence of the errors in the already erected segments was that the alignment of the fi n-
ished road surface was unlikely to meet the requirements in the specifi cations. This therefore 
required that the approval of the Client’s maintenance unit and the Transport Department
be sought for the acceptance of those works. Given the implications of the lost production 
time had for the progress of the works, the contractor further proposed incorporating as 
many of the miscast segments as possible into the works since the errors had no implications 
for the structural capacity of the viaduct. In line with this, a full report on the segment errors 
was prepared and submitted to the ER so that the feasibility of further incorporating as many 
of the miscast segments (without rectifi cation) into the works could be evaluated. The mis-
cast errors were also picked up by the client’s technical audit team following their prevention 
of substandard works audit and called for rectifi cation.

The contractor engaged the services of an engineering consultant to undertake an inde-
pendent review of the miscast segment situation. The independent review was then submit-
ted to the Client for his comments. Queries were raised by the Client and replied to by the 
contractor. Following a ‘no further objection’ from the Client’s project team, the contractor 
submitted the fi nal report to the maintenance unit for approval of the incorporation of as 
many miscast segments as possible into the works.

While some segments were redeemed and incorporated into the works, about 35 miscast 
segments became redundant and needed to be discarded. However, the mode of disposal 
became another issue. The Client proposed that the contractor could consider sinking the 
miscast segments to the seabed to form an artifi cial reef. The Client however left it to the 
contractor to decide on his preferred method of disposing of the miscast segments and with 
a promise to assist as required. The contractor eventually decided to have them demolished. 
To facilitate their gaining consent to demolish the miscast segments at a waste disposal site 
from the Government Department in charge, the contractor requested the Client to provide 
them with a support letter. The Client agreed and provided them a letter supporting their 
proposal. The Government Department in charge however rejected the contractor’s proposal 
to demolish the miscast segments at the waste disposal site and noted that the contractor can 
have them demolished in China where they are still stored in the precast yard.

It is clear here that the consequence of the miscast error for all stakeholders was an incen-
tive to work together for a fruitful resolution of the issue. This demonstrates the power of 
joint interest or joint risk in motivating stakeholders to work for the common good of the 
project. Yet, the inability to agree on how to dispose of the remaining precast segments also 
shows how lack of alignment of interests forestalls consensus building.
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13.4.2 Impact of procurement arrangement

This project was procured under a traditional design-bid-build approach. As the most com-
mon procurement arrangement in Hong Kong, it presupposes that the parties were generally 
familiar with the procurement route. Yet, it is apparent from the discussion so far that the 
arms-length mindset associated with this approach contributed to how some of the incidents 
played out. It is however commendable that the interface arrangements were built into the 
contract. This approach clearly defi ned the interdependence between the two projects from 
the onset as an issue to be managed during the project. However, the interface arrangement 
appears to have been structured without consideration for the uncertainties that can arise in 
a project of this size and complexity. This was further exacerbated by the infl exibility of the 
various parties. Ironically, there was a non-contractual partnering arrangement in place, in 
which the parties promised to work in partnership. Yet, when it mattered most all the stake-
holders held on to their contractual rights.

The structuring of the project organisation also had implications for the number of stake-
holders on any issue and thus their management. First, the Client organisation was a plural 
one. On many issues, three or more different departments of the Client organisation needed to
be satisfi ed, and this became more problematic when they disagreed. The fact that the con-
tractors on the two adjoining projects were joint ventures also had implications for engag-
ing them. In this case, the board of directors of the JVs appear to have played only a passive 
role, as most of the issues were considered site matters, which were within the domain of the 
site teams. Some contractual provisions also had implications for the number of stakeholders 
who needed to be engaged, e.g. the ER as a separate entity from the Engineer; the use of an 
ICE, whose role was to independently check all the contractors’ designs and the TMLG.

13.4.3 Implications

Five incidents have been analysed above to show how stakeholder management on a Hong 
Kong infrastructure projects manifested itself. The different incidents showed management of 
relationships among stakeholders internal to the project organisation as well as relationships 
among stakeholders external to the project. In both cases it was clear that when the stake of all 
stakeholders on an issue of contention was high, there was a tendency to reach an agreement 
easily (Table 13.2). Culture-specifi c dynamics also manifested themselves in the positions 
different stakeholders took on issues and there was a general tendency to follow or adhere 
strictly to the contract. This may be attributable to the fear of blame culture pervasive in pub-
lic project settings and the confl ict avoiding view inherent in the Confucian value system.

Taken together, however, this case study demonstrates an element of progress towards 
public engagement on projects in Hong Kong, an element which was unheard of a decade 
ago. Yet, the arms-length mindset, perpetuated by decades of use of the traditional procure-
ment arrangement, is still prevalent. Indeed, when collaborative initiatives such as partner-
ing are bolted onto the traditional procurement system, little evidence of real partnership is 
manifested. Thus, a shift in culture, both in terms of the way stakeholders are engaged and 
projects are procured, appears a viable option for project delivery in Hong Kong.

13.5 Conclusion: Lessons learned from the case studies

It is apparent from the case studies above that tradition, custom and practice, politics and 
culture have a major infl uence on how stakeholder management is undertaken in the Hong 
Kong construction industry. Without a strong tradition of democracy, it is not surprising that 
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Table 13.2 Impact of stakes on project developments

Stakeholder Stakeholder interest Impact Strategy

Interface arrangement

Viaduct Contractor Safer work environment; 
simpler site operations

Escalation of risks, 
non-achievement of Key 
Dates

Buy-in of key 
stakeholders; formal and 
informal engagement; 
interface meetings; ping-
pong letters

Bridge Contractor Structural stability of 
bridge

Risk and liability

Client Limit liability and claims; 
structural stability of 
bridge

Blame/reprimand from 
superiors; escalation of 
risk

ER Projecting Client’s 
interests; enforcement of 
contract

Loss of Client’s trust

The Engineers Projecting Client’s 
interests; enforcement of 
contract

Loss of Client’s trust

ICE Neutral assessment Neutral

Project Board of 
Directors

Safer and simpler site 
operations

Passive observer

Temporary Traffi c Arrangement

Viaduct Contractor NC, least inconvenience 
to road users

Inconvenience to 
road users; loss of 
reputation of key project 
participants; public 
complaints

Management of public 
expectations; three-cycle 
daily joint inspections; 
feedback from road 
users; complaint walk; 
Government’s central 
complaints unit (1823 
Citizens Easy Link 
(CEL))

Road users (general 
public)

Least inconvenience

Client Reduction in NC, least 
inconvenience to road 
users

Client’s Audit Team Enforcement of TTA

ER Reduction in NC, least 
inconvenience to road 
users

TMLG Faster resolution of TTA 
issues,

(Continued)
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Stakeholder Stakeholder interest Impact Strategy

Community Planting Exercise

Client Community involvement; 
PR, promotion sense 
of ownership, public 
enthusiasm

Public agitation; negative 
publicity

Invitation to participate; 
community out-reach; 
onsite community 
planting

Contractors Liability and safety 
issues; insurance; 
composition of 
volunteers

Lack of commitment

ER Projecting Client’s 
interests; enforcement of 
contract

Loss of client’s trust

Public (school children) Participation

Construction Noise Permit (CNP)

Contractor 24-hour cycle; constant 
supply of segments; 
storage area

Delays to works Mitigation measures; 
meetings; Government’s 
central complaints unit 
(1823 Citizens Easy Link 
(CEL))

Client Noise level; public 
complaints

Delays to works; public 
complaints

School (hall of 
residence)

Noise level Inconvenience; public 
complaints

EPD Enforcement of noise 
regulation

Miscast segments

Contractor (precast 
subcontractor)

Signifi cant and 
unrecoverable delay and 
loss of resources 

Delays to works; waste 
of resources

Review of precast 
procedures; 
strengthening 
supervision; mitigation 
measures

Client Departments/Units Build as designed, easy 
maintenance

Maintenance diffi culties

Engineer’s 
Representation

Enforcement of contract Damaged reputation Ping-pong letters

ICE Neutral assessment Neutral

Table 13.2 Impact of stakes on project developments (Continued)

the move to draw the public, green groups and other parties into the development process 
has moved forward slowly; there is no evidence of resistance to change, rather an inertia 
grounded in the traditional values of society and the structure of Government Departments 
and institutions which puts a brake on change. This is not totally surprising: if one studies 
the position of Hong Kong on Hofstede’s dimensions of culture, it is obvious that nations 
such as United Kingdom and United States have a value infrastructure which is more open to 
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stakeholder involvement and empowerment (Figure 13.2). The Confucian values of harmony 
and confl ict avoidance are often an opposing force to the drive for stakeholder empowerment.

This having been said, there is evidence from the case studies that change is taking 
place and that the post-colonial administration is becoming more attuned to the legitimate 
demands of its stakeholders and a ‘re-education’ process is taking place (Table 13.3). This 
cannot be described as a cultural revolution but a culture change is taking place. A move 
away from traditional procurement forms is now underway with the Hong Kong Housing 
Authority leading the way and the Works Bureau departments commencing a range of 
‘experiments’ with more open procurement forms. Indeed, the incorporation of partnering 
type agreements into many projects has contributed to a change in culture and led to more 
open attitude to cooperation and collaboration in construction projects (see, for example, 
Anvuur, 2008). In line with this, there needs to be a recognition that performance measures 
need to be refocused to take into account medium- and long-term objectives in line with the 
arguments put forward by Walker et al. (2008).

In recent years, employees and stakeholders have become much more aware of the need 
for fi rms and government to show a commitment to CSR (see Rowlinson, 2009) and this has 
raised awareness in all sectors. Indeed, major infrastructure and property developers have 
taken on board stakeholder management as part of their CSR commitment; however, time 
will tell whether this is a marketing fad or a genuine culture change in the industry. With the 
establishment of the Construction Industry Council in 2008, there is now an industry-wide 
body dedicated to improving performance in the real estate and construction industries. 
One of its fi rst tasks has been to improve construction site safety and this has involved an 
attempt to engage workers, managers and directors in a framework that provides a basis for 
joint problem-solving and initiative development. Such approaches augur well for the future 
development of stakeholder management and empowerment in Hong Kong.

Figure 13.2 Comparison of Scores for Hong Kong, USA and UK on Hofstede’s Cultural Dimensions.
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For further progress to be made in stakeholder management, the Hong Kong real estate 
and construction industry needs to address:

The reform of existing procurement systems to allow for more innovative and collabora-
tive approaches to the development process.
A change in culture throughout the industry to allow participants to focus on cooperation 
and collaboration rather than defensive reactions – the establishment of relationship man-
agement approaches throughout the industry.
A focus on the real meaning of value in the project context rather than a decision-making 
process based on lowest initial costs.
A commitment to community involvement and a full implementation of the principles of 
CSR in both public and private sectors.
A refocusing on community benefi t as a mechanism for assessing the performance of 
projects.

●

●

●

●

●

Table 13.3 Stakeholder management issues and strategies 

Issue Project Strategy Example

Procurement 
systems 
reformation 

Case A Greater contractor participation, 
equitable sharing of costs and 
benefi ts 

MGMP packages, dispute 
resolution system, pain and gain 
share scheme

Cases A and B Partnering Non-contractual partnering; 
interface management

Improved 
collaboration

Cases A and B Relationship management Partnering, promote dialogue 
sessions

Life cycle value 
consideration 

Case A Life cycle costing Design with maintainability in 
mind

Case B Emphasis on what is best for the 
project in the long run

Build with maintainability in 
mind (incorporation of miscast 
segments); Owner Controlled 
Insurance Programme (OCIP)

Community 
involvement

Case A Proactive engagement, greater 
community participation

Community planting, mural 
wall design, dialogue sessions, 
volunteering information

Case B Buy-in of key stakeholders; 
formal and informal 
engagement; management of 
public expectations; community 
out-reach

Onsite community planting; 
Government’s central 
complaints unit (1823 Citizens 
Easy Link (CEL))

Community 
benefi ts

Case A Provision of direct and indirect 
benefi ts

Low dust and noise generating 
construction methods, free 
house improvement services, 
improved greenery around 
construction site 

Case B Buy-in of key stakeholders; 
formal and informal 
engagement; management of 
public expectations; community 
out-reach

Onsite community planting
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14.1 Introduction

If the environment in which decisions are made, changes as a function of the sequence of 
decisions, independently of them, or both, then such an environment is referred to as a 
dynamic task environment (DTE) (Edwards, 1962). Such environments also tend to be com-
plex because of inter-relationships between different parts of them, which tend to evolve in 
a nonlinear fashion. Expertise in managing complex dynamic environments is dependent on 
the ability to make critical decisions, and select appropriate strategies under constraints of 
time and resources. In addition, planning for contingencies, and apprehension of risk and 
uncertainty are crucial for the successful management of such environments.

There is anecdotal evidence that expertise in decision-making in a DTE is built through 
years of experience. However, experiential knowledge is often considered ‘intuitive.’ As a 
result it is diffi cult to formalize, even by expert decision-makers who often cannot explain 
their own actions in ways that can lead to the development of education and training of 
stakeholders, novices and laypersons. When expert decision-makers retire, they take with 
them signifi cant knowledge, and abilities to communicate and analyze risk, leaving voids in 
the domain that become diffi cult to fi ll. The ability to study and formalize the way expert 
decision-makers analyze risk in DTEs and cognitively structure and organize their domain 
knowledge is critical to educating novice decision-makers as well as increasing awareness of 
the nature of crisis scenarios posed by DTEs to relevant stakeholders.

In this chapter we consider decision-making in two different DTEs in the area of civil and 
environmental engineering: (i) Construction management (CM) and (ii) Natural hazard man-
agement (NHM) specifi cally with respect to fl oods. Within the context of the problems posed 
by these domains, we discuss a mental modeling framework of expert decision—making. 
Within this framework the specifi c questions that we address are: can we develop mental 
models of decision-making that refl ect the cognition of decision-makers, expert or novice, 
specifi cally with respect to the apprehending uncertainty, and responding to rapidly unfold-
ing crisis scenarios? Can we quantitatively characterize the anatomy of an effective decision 
and the cognition of an effective decision-maker? Can such mental models support decision-
making aids that can complement human judgment? In the process, can we capture implicit 
human knowledge that informs ‘intuition’ and drives expertise?

CM and NHM provide very good examples for studying decision-making in DTEs, 
because even though they both share similarities, they are inherently different. Interestingly, 
the differences between the two domains lie along a fault line that spans some of the 
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 fundamental challenges in studying decision-making in DTEs. In the following section we 
discuss the similarities and differences between these domains and the need to characterize 
expert decision-making in them using mental-modeling approaches.

14.1.1 Similarities and differences between CM and NHM

Construction management scenarios are examples of high stakes DTEs. Delay resulting from 
material delivery, the need for rework, lowered labor productivity, weather, or some other 
circumstance, can result in cascading delays that impact the fi nal cost and schedule of the 
project, with impacts running into millions of dollars of litigation and liquidated damages. 
This point is well illustrated in the construction of the New York Times Co.’s fi fty-two-story 
offi ce tower in mid-town Manhattan (Post, 2007). The owner (The Times and its develop-
ment partner Forest City Ratner Cos.) invested 3 years during the planning phase by col-
laborating with the architect to develop a variety of studies, simulations, building mock-ups 
and expert panel meetings to compare options and produce a complete set of bid drawings. 
Besides signifi cant cost savings, this gave them the ability to bid a competitive guaranteed 
maximum price (GMP) contract transferring the risk onto the construction execution phase. 
AMEC Construction Management Inc. won the contract for $350-million, but due to various 
problems (discussed later), they barely managed to complete the steel construction on time, 
lost their entire budgeted contingency, and incurred losses due to unforeseen construction 
complexities.

Management of natural hazards such as hurricanes Katrina and Rita also present the chal-
lenges of a high stakes DTE. In the fall of 2005, hurricanes Katrina and Rita revealed inad-
equacies in severe storm and fl ood protection plans for the US Gulf Coast. Initial criticism 
centered around engineering design and management issues (e.g., impact and loss projec-
tions, fl ood protection infrastructure) and degradation over time of the region’s wetland 
defenses by various industries (e.g., energy, transportation; Johnson, 2005; Cigler, 2007). In 
recent analyses, the importance of human factors in disaster prevention planning is a more 
prominent theme. For example, Gheytanchi et al. states:

An interdisciplinary approach to the fi eld of disaster management that views psychol-
ogy as a central element—rather than second to engineering or information science—
will lead to stronger, more resilient communities, [and] result in better decisions on the 
part of government . . . (2007, p. 129)

Even before hurricane Katrina, similar recommendations were made by the Institution of
Civil Engineers panel in the United Kingdom as part of their assessment of the state of 
flood management and their proposed improvements in response to severe flooding 
there in 1998 and 2000. Two key recommendations of their report were to ‘learn to live 
with rivers’ by accommodating waterway expansion from rainfall and provide greater 
weight to human and social factors when assessing flood risk. For example, antici-
pated victim distress should be considered when designing flood mitigation strategies 
(Fleming, 2002a,b).

The fi rst major difference is in the different types of stakeholders that defi ne risk and loss in 
each of these domains. Complex CM projects – especially ones that are in the private sector –
rarely tend to involve the public in a signifi cant way. While public projects (such as highway 
construction) in the United States are openly bid and paid for directly by tax-payer mon-
ies, the public is only indirectly impacted and often barely involved or aware of the losses 



242  Construction Stakeholder Management

incurred. In general user costs and traffi c delays are considered by public agencies, and of 
late they often involve communities in the planning and construction – however, most 
impacts due to delays and cost over-runs during the construction process are best classifi ed 
as inconveniences. On the contrary, NHM involve the public as a very signifi cant stakeholder 
due to the risk posed by natural hazards to life and property. In reality, though, the pub-
lic tends to take scant responsibility for apprehension and planning for natural hazards, and 
they generally expect public agencies to perform during an emergency, irrespective of their 
ability or adequacy to provide such services.

This difference highlights the ultimate benefi ciaries of this research. Mental models of 
decision-making in uncertain CM scenarios will be used to educate novice construction man-
agers, and prepare them to fi ll in the shoes of experienced decision-makers. In the domain 
of NHM, the more pressing need is to effi ciently communicate risk to public stakeholders, 
and prepare them to cooperate in the preparation for managing natural hazards. In addition, 
mental models of decision-making in the face of rapidly unfolding events can play a signifi -
cant role in educating decision-makers – especially in scenarios created by infrastructure fail-
ures resulting from hurricanes. In the long run mental modeling will serve a dual purpose. 
As public agencies increasingly involve communities in the planning of public infrastructure 
projects, with increasing focus on sustainable design and construction, mental modeling will 
improve the ability of construction managers and engineers to communicate with commu-
nity stakeholders and deliver systems that indeed cater to the social bottom-line.

The second major difference lies in the temporal and spatial scales over which these envi-
ronments evolve. CM environments span over short time periods (usually between a few 
months to years) that are well structured using schedules. Spatially, they are also well defi ned 
by the span of the project site. As the project evolves, decisions and uncontrollable external 
events (such as weather, labor strikes, delayed material deliveries) play a signifi cant role in 
delays, which in turn can create feedbacks and cascading impacts throughout the schedule 
that can quickly require adept and timely rescheduling in order to mitigate losses. NHM, on 
the other hand, involves evolutions over varying timescales with very quick damage occur-
ring in very short periods of time followed by impacts, and secondary emergent scenarios 
over prolonged periods of time. This makes the domain prone to disproportionate temporal 
distribution of damage. Spatially, they often play out over very large geographical areas with 
diverse contexts.

These different temporal scales allow the investigation of the following signifi cant chal-
lenges encountered by decision-makers in DTEs:

Ability to take into account rate of change of the environment and relate their own sense 
of timing of their actions to the system evolution rate (De Keyser, 1990; Kerstholt, 1994, 
1995).
Capacity for selecting strategies by appropriately updating uncertainties and identifying 
risks when the system is changing (moving targets) (Ford et al., 1989; Payne et al., 1993), 
resulting in sub-optimal performance.
Sub-optimal decisions that can result from misperceptions of feedback (delayed rather 
than immediate) (Diehl and Sterman, 1995).
Failure to adapt to changes in the environment with a tendency to continue working on 
models of the environment that have ceased to exist (e.g., Lusk and Hammond’s (1991) 
work with weather forecasters).

The CM and NHM domains each provide different angles to studying decision-making with 
respect to the perception of temporal scales, the differing rates at which the domain evolves, 
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and the nature of feedbacks that are delocalized in time and space and the impact of deci-
sions made in such environments.

Kerstholt and Raaijmakers (Raynard et al., 1997) have questioned if it is at all possible to 
make optimal decisions in a dynamic environment as they conjecture that human cognitive 
ability might be limited to dealing with sequential tasks. They also note that there are none-
theless many expert decision-makers in DTEs who ‘are able to maintain an overview of the 
system under control, whereas others tend to fi xate too much on single local diagnosis prob-
lems.’ This is one of the main differences (Chi et al., 1982; Bransford, 1999) identifi ed between 
expert and novice approaches to problem solving. Mental models can be very appropriately 
used to establish the differences in risk perception and analysis of problems between experts 
and novices/lay stakeholders.

14.1.2 Why use mental models?

Before furthering the discussion on using mental models, it is important to establish that they 
can be appropriately used to measure knowledge organization of expert decision-making in 
DTEs. The evidence lies in the learning and cognitive science research where the development 
of mental models has been considered to be an indicator of learning or improved organiza-
tion of knowledge of a particular domain. Dreyfus and Dreyfus (1986), argued that expertise 
develops in proportion to a students’ sensitivity to the environment in which problems arise, 
and their increasing willingness to ‘break the rules’ to solve such contextualized problems. 
This indicates that there is a connection between a learner’s internal knowledge organization 
and expertise within a specifi c domain. Indeed, the ability to ‘break the rules’ indicates that 
students have a deeper understanding of the domain structure, and are willing to explore 
alternative problem-solving approaches. In addition, research has shown that explicit 
instruction in how to build mental models improves learning (Mayer, 1989; Seel, 2003).
Research on mental representation, expertise, and conceptual change, from Posner et al. 
(1982) to Duit and Treagust (2003), have shown that learning takes place when existing men-
tal representations change to accommodate new experiences that occur as students interact 
with the environment.

The importance of accommodating social and human dimensions in disaster prepared-
ness has recently been recognized, but specifi c tools for integrating knowledge, interests, 
and values of stakeholders (defi ned as individual or organization with a direct or indi-
rect investment in fl ood preparedness and response for the purpose of this paper; United 
States Environmental Protection Agency, 1997) with those of United States Army Corps of 
Engineers (USACE) groups are still underdeveloped. Mental modeling has been recognized 
as a useful method and framework for better understanding and addressing deeply held 
risk and value beliefs that can enhance stakeholder involvement in strategic planning. Some 
work has been done on representing layperson perceptions of fl oods (Lave and Lave, 1991; 
Kolkman et al., 2007; Wagner, 2007). However, the techniques used in these studies do not 
directly inform the decision-making process for emergency plan alternatives. Similarly recent 
work in CM (Rojas and Mukherjee, 2005, 2006) strongly makes the case for understanding 
construction decision-making not only as a combination of resource interactions, but also as 
a combination of human-resource combinations. The importance of human decision-making 
in managing construction crisis scenarios and improving performance on complex projects 
strongly justifi es the use of mental models.

Generally speaking it is critical to use mental models to study decision-making across the 
many different and similar problems that are encountered diverse DTEs such as CM and 
NHM. Section 14.2 presents a thorough survey of mental models literature.
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14.2 Mental models

In this section, we will review mental model theory and four cognitive tools for representing 
mental models of fl oods and associated risks.

14.2.1 Mental model theory

The mental model concept is a long-recognized one in cognitive science. First formulated by 
Craik (1943), a mental model is a psychological term referring to the internal representation 
of a state of affairs in the external world. He suggests three processes essential for the human 
as information processor to function (cited in Johnson-Laird, 1983):

A process that represents external stimuli as an internal code of words, numbers, or other 
symbols.
A process that can convert one type of internal representation into another.
A process that can turn internal representations back into an external representation.

Craik further claims that internal representations are used as a way for humans to under-
stand the world around them. Johnson-Laird (1983) points out that this claim has implica-
tions on two levels. First, mental models are a simplifi cation of real-world events and may 
leave out some aspects of the external stimuli, which the mental model is trying to emulate. 
Second, if cognitive science wishes to understand the human mind, it must construct a model 
of it. Since this model would exist to explain how the mind works, it need only provide infor-
mation related to its functional organization to be an adequate tool. Information at a more 
minute level of analysis would not help us to explain how the mind operates.

Work in the 1980s by Johnson-Laird (1983), Norman (1983), and others (see Stevens and 
Gentner, 1983) sought to provide a clear theory of mental models. However, there is little 
consensus between mental model theorists beyond principles outlined earlier (Craik, 1943; 
Johnson-Laird, 1983). For example, while Norman (1983) proposes that mental models are 
 diffi cult to manipulate because of cognitive capacity, Johnson-Laird (1983) provides no such 
constraints. Adding to the confusion, authors use many different ways to explicitly represent 
the content of mental models, using methods that range from mathematic and logic descrip-
tions, to syllogisms and conceptual networks (Stevens and Gentner, 1983). The fi eld of system 
dynamics has recently provided a mental model working defi nition that refl ects compatible 
elements of most theories (Doyle and Ford, 1998, 1999; Lane, 1999). This defi nition states:

[A mental model] is a relatively enduring and accessible, but limited, internal conceptual 
representation of an external system (historical, existing, or projected) [italics in original] 
whose structure is analogous to [italics in original] the perceived structure of that system. 
(Doyle and Ford, 1999)

This defi nition highlights the perseverance, brevity, and structure of mental models. Represen-
tations of mental models have been used to measure knowledge of a domain, and can be useful 
as a means for communicating how individuals and groups think about that domain. Mental 
model representations can be compared between parties to identify commonalities and inform 
how differences in mental models may be reconciled. Mental models can be represented proposi-
tionally in mathematical formulae, syllogisms, and logic statements (Gentner and Stevens, 1983), 
or diagrammatically via infl uence diagrams (Morgan et al., 2002; Mendoza and Prabhu, 2006), 
concept maps (Mannes, 1989), or semantic webs (Novak and Gowin, 1984).
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Johnson-Laird (2006) has found that use of mental model diagrammatic representations 
can assist individuals when reasoning and making inferences. Others (Hoffmann, 2005; 
Kolkman et al., 2005) have provided evidence for the usefulness of diagram-based methods 
when attempting to understand group perspectives. Given their benefi ts, only diagram-based 
methods of mental model representation will be reviewed here. This review will help to iden-
tify a method for synthesizing views of fl ood and natural disaster between stakeholder and 
USACE groups.

14.2.2 Diagram-based representation of mental models

Four methods for diagram-based representation are introduced and compared below. A sum-
mary of each method is provided (Method) followed by a discussion of quantitative analy-
sis available for the method (Metrics), and the fi nal product(s) of the representation process 
(Outcomes). In addition, the Strengths and Concerns of each of the methods have been summa-
rized in Table 14.1 while a comparison chart of approaches can be found in Table 14.2.

Table 14.1 Strengths and concerns related to model integration using representation methods

Name Strengths Concerns

Risk 
Communication 
Infl uence Diagram 
(RCID)

•  compares models of stakeholder 
groups to ‘real world’ phenomena

•  can identify misconceptions and 
gaps in mental model for clarifi cation

•  may help locate differences in 
Concepts that expert groups identify 
as important

•  assumes layperson mental model has 
same structure as expert mental model, 
but is less developed

•  method cannot identify structural differences 
in mental models across expert groups

•  no explicit procedure for identifying causal 
links in models

•  conventions for drawing causal diagrams 
are somewhat inconsistent

Concept Map • procedure is highly standardized
• more reliable than other measures
•  little method-specifi c training is 

required
•  mapping procedure is transparent; 

process is clearly participant-driven

•  suggests relatedness of concepts, but not 
causality

•  high degree of statistical expertise is 
required

•  lack of stakeholder statistical knowledge 
may make method seem more obscure 
than it is

Semantic Web •  diagram is simplest and most 
Intuitive of summarized approaches

•  propositional relationships can be 
converted into meaningful sentences 
quickly

•  available scoring systems are easy 
to calculate

• diagram creation is highly subjective
•  assumes layperson mental model has 

same structure as expert mental model, 
but is less developed

•  may not be appropriate for comparisons 
between expert groups

System Dynamics 
Infl uence Diagram 
(SDID)

•  creates a ‘real world’ reference 
model from expert input

•  diagrams can handle a great deal of 
complexity

•  can execute simulations with 
quantitative inputs, allowing users 
to improve their understanding of 
the model through trail-and-error 
learning

• handles diverse inputs well

•  algorithms for determining relationships 
between concepts are not well-specifi ed

• level of client involvement is not disclosed
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Table 14.2 Comparison chart: diagram-based mental model representations

NAME FOCUS DATA COLLECTION METRICS OUTCOME CITATIONS

Risk 
Communication 
Infl uence Diagram 
(RCID)

•  infl uence of 
Factor X on 
Factor Y

•  probability or 
magnitude of 
infl uence

•  expert vs. 
layperson 
knowledge

•  semistructured expert 
interviews

•  unstructured/
semistructured 
layperson interviews

•  confi rmatory layperson 
questionnaires

•  probability/
magnitude 
estimates

• completeness
• specifi city

•  expert infl uence 
diagram

•  layperson infl uence 
diagram

•  expert/layperson 
mental model 
comparisons

Bostrom, Fischhoff, & Morgan (1992)
Morgan, Fischhoff, Bostrom, & Atman (2002)
Fischhoff (1995)
Atman, Bostrom, Fischhoff, & Morgan (1994)
Bostrom, Atman, Fischhoff, & Morgan (1994)
Bostrom, Morgan, Fischhoff, & Read (1994)
Read, Bostrom, Morgan, Fischhoff, & 
Smuts (1994)
Vislosky & Fischbeck (2000)

Concept Map •  semantic 
similarity of 
statements & 
concepts

•  semantic 
difference of 
statements & 
concepts

• brainstorming
• card sort
• statement rating
• group discussion

•  binary symmetry 
similarity matrix

•  multidimensional 
scaling

• cluster analysis
•  closeness, contrast, 

combined

• statement list
• cluster list
• cluster map
• point map
•  point-and-cluster 

map
• cluster-rating map
• point-rating map

Trochim (1989a)
Trochim (1989b)
Mannes (1989)
Galvin (1989)
Ifenthaler (2008)
Kearney & Kaplan (1997)
Pirnay-Dummer (2007) Pirnay-Dummer, 
Ifenthaler, Johnson & Al-Diban (2008) 

Semantic Web •  noun-level 
concepts 
of varying 
specifi city

•  qualitative 
descriptions 
of concept 
relationships

•  Piagetan structured 
interviews

• analyst consultation

• relevant concepts
•  propositional 

linkages
• misconceptions
• total score
• total concepts
• total connections
• complexity

•  semantic web with 
concept nodes 
and connections 
with relationship 
descriptions

Novak & Gowin (1984)
Novak & Musonda (1991)
Freeman & Jessup (2004)

System Dynamics 
Infl uence Diagram 
(SDID)

•  cyclic 
interaction 
between 
factors

•  rates of 
change 
between 
factors

• group discussion
•  business operations/

accounting information

•  stock (variable 
level)

•  fl ow (rate of 
change)

• infl uence diagram
•  improved dynamic 

intuition
•  improved complex 

systems learning 
ability

Karkkainen & Hallikas (2006)
Lane (2000)
Sterman (2001)
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Infl uence diagrams for risk communication

Method. Risk Communication Infl uence Diagrams (RCIDs) were developed as a means to 
detect differences between layperson and expert knowledge of a domain for use in communi-
cation of environmental risks to the public (Bostrom et al., 1992; Morgan et al., 2002). Fischhoff 
(1995) describes risk communication as fulfi ling an implicit social agreement between those 
that create risk (e.g., government planners, industry, natural resource managers) and those that
bear risk (e.g., laypersons, plan implementers). This method has been used to create bro-
chures for laypersons to learn more about risks associated with radon exposure (Atman et al., 
1994; Bostrom et al., 1994), climate change (Bostrom et al., 1994; Read et al., 1994), and other 
hazards (Morgan et al., 2002). Some have even used this method in the development of busi-
ness research and development plans (Vislosky and Fischbeck, 2000).

Bostrom et al. (1992) describes RCID creation as a four-step process. First an expert dia-
gram (called an expert model) is created (Figure 14.1). Experts participate in semi-structured 
interviews where the interviewer is guided by a written protocol intended to elicit what the 
expert knows to identify important concepts for the domain of interest and how they may
be causally related to each other. Next, layperson beliefs are elicited often through one-on-
one interviews using similarly structured or semi-structured protocols that typically begin 
with general questions to identify what individuals know about the topic, and then move 
systematically to increasingly focused questions to identify what laypersons know about spe-
cifi c expert concepts. Layperson beliefs elicited in this way are then mapped onto the expert 
diagram or expert model. Finally, alignments as well as misconceptions held by laypersons 
and gaps between expert and lay knowledge are described using dissociations identifi ed in 
the previous step. The severity of misconceptions can be measured by administering ques-
tionnaires to new lay participants where interviewee responses are typically given on a fi ve-
point Likert scale, ranging from ‘defi nitely false’ to ‘defi nitely true.’

Metrics. Several quantitative metrics can be used to compare between-group mental model 
structure (Bostrom et al., 1992; Vislosky and Fischbeck, 2000). Completeness is a measure of the 
layperson model identifying how much of the expert reference model is covered by a layper-
son’s mental model. It is computed as a ratio of the number of expert concepts identifi ed by 
a layperson divided by the total number of expert concepts. Specifi city assesses the level of 
detail in a layperson model. A ratio of the number of specifi c concepts to general concepts 
is calculated for both layperson and expert models. The layperson ratio is then divided by 
the expert ratio. As with completeness, specifi city is only calculated using concepts that were 
included in the expert model.

Outcomes. This method produces an expert mental model infl uence diagram that encom-
passes all the concepts important to a particular domain. It also provides an infl uence dia-
gram of the layperson mental model whose structure refl ects that of the expert infl uence 
diagram. Finally, comparison of expert and lay diagrams identifi es a set of issues that lay-
people should be taught to achieve understanding of a domain more consistent with expert 
knowledge of how a set of phenomena actually work.

Strengths. The RCID method typically compares an aggregated mental model diagram from 
laypersons to an aggregated expert model. The expert model can represent an estimate of the 
‘true’ state of the world from those who are best able to report its structure and content. For 
us, the strength of this method comes from the comparisons that can be made between lay-
persons, who presumably have little knowledge of a technical domain, and experts who pos-
sess all important knowledge about the domain. Comparisons against the expert consensus 
model can illustrate areas where informing laypersons may be helpful. RCID can also serve 
to identify points of emphasis between experts of one specialty (e.g., meteorologists) and all 
experts in general. Quantitative measures for comparisons across diagrams are intuitive and 
easy to understand with limited technical knowledge.
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Figure 14.1 Example of risk communication infl uence diagram.

(Source: Atman et al., 1994; Used with permission from Wiley-Blackwell)
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Concerns. A primary concern for use of this approach in mental model integration is that 
RCIDs assume the novice mental model is a simplifi ed expert model in its structure and con-
tent. There may be circumstances where mental model structure is different across groups, 
especially as it concerns causality, which this method does not always detect. For example, 
meteorologists may know that low atmospheric pressure and high humidity together causes 
rain, while laypersons may believe that changes in atmospheric pressure cause changes in 
humidity which in turn cause rain. This difference in causal attribution between laypersons and 
experts would not always be detected by the RCID method; there may also be places where the 
structure of expert subgroup models differs considerably from the mean expert model.

Another problem related to causality with RCIDs is that procedures for determining con-
cept connections and causality concepts are poorly defi ned in the literature. There are two 
possibilities for this lack of procedural disclosure. First, it may that formal procedures or 
computational algorithms do not exist yet for converting interview and questionnaire data 
into mental model diagrams. In this case, the reliability of the method may be suspect; 
depending on the analyst, aggregate expert models of the same phenomenon might look 
quite different in structure and content. Given the same inputs and the assumption that 
the aggregate model represents the ‘real world’ as it exists today, it is diffi cult to explain
how aggregate models may differ between analysts. Certainly differences between models 
cannot be explained by saying Analyst A (along with his/her expert informants) lives in a 
world that works in one way, while Analyst B (along with the same informants Analyst A 
has) lives in a world that works in a different way. The opportunity for experimenter bias 
makes the reliability of analyses fair at best.

A second possibility why procedures are not elaborated may be proprietary. In this case, 
the merits of RCID cannot be compared to those of others diagram-based methods if its pro-
cedures are formalized but deliberately undisclosed. Even the best elaboration of the RCID 
method (Morgan et al., 2002) provides little on how frequency counts of concepts mentioned 
in semi-structured interviews (a primary data source for RCID) are used to inform the dia-
gram’s structure or the degree to which the process is standardized.

Lastly, a casual review of available diagram examples from the literature cited in this sec-
tion suggests sizable variability in how mental models are represented. Some identify super-
ordinate-level concepts as large sections of the infl uence diagram; others identify the most 
general concepts using the same node representation as more specifi c sub-category concepts. 
All other things (mental model structure, emphasis, etc.) being equal, even small differences 
in how mental models are visually represented may make it diffi cult to identify differences in
the mental models of different groups.

Overview of infl uence diagrams for risk communication
The interviewing process of RCID is its primary strength. The method attempts to reduce 
analyst bias by letting participants explain everything they know about a topic without inter-
ruption, and then asks them to discuss specifi c topics not covered in the earlier unstructured 
portion. Though current techniques for the analysis of interview content are a potentially 
large source of methodological error, quantitative analyses of transcripts may help to reduce 
this error to acceptable levels.

Concept maps

Method. Trochim (1989a, 1989b) developed concept mapping as a method to synthesize men-
tal models of various groups, usually within a single organization, to inform program evalu-
ation and decision planning. This method has been used in several domains, including the 
implementation of family-based intensive in-home services for the elderly (Mannes, 1989) 
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and evaluation of a Big Brothers/Big Sisters program (Galvin, 1989). Computer programs for 
mental model diagramming based on this method are also available (Kearney and Kaplan, 
1997; Pirnay-Dummer, 2007; Ifenthaler, 2008; Pirnay-Dummer et al., 2008).

Concept mapping uses a six-step process as described by Trochim (1989b). Preparation 
(Step 1) begins by selecting individuals or groups to participate in the concept mapping 
exercise. A focus statement for later brainstorming and assessment criteria for brainstorm 
statements is also developed. The Generation of Statements (Step 2) uses the brainstorming 
focus statement from the Preparation step to elicit statements from participating individuals 
and groups related to the focus statement. These statements should describe one cohesive 
thought that addresses the focus statement in some way. After statements are generated via 
brainstorming, the Structuring of Statements (Step 3) asks participants to group statements 
using a variation of the Q-sort technique. Each statement is written on an index card, and 
a facilitator asks each individual to sort these cards into as many self-defi ned categories as 
the participant would like, with the exception that there are fewer total categories than the 
number of statements and that not all statements are grouped into one category.

Data from the Q-sort exercise is aggregated into a matrix representing the likelihood 
that any two statements were grouped into the same category. This matrix is used in the 
Representation of Statements (Step 4) to create a point-and-cluster map via 2D nonmetric 
multidimensional scaling and hierarchical cluster analysis. This graphically represents how 
closely statements are related to each other in visual space. A point represents each state-
ment, and the distance between two points is used to qualitatively assess how related the 
two statements are to one another. The point-and-cluster map also proposes categories that 
statements may be grouped into based on cluster analysis of Q-sort results. These concept 
maps are provided to the group of participants so concept map categories can be labeled, 
and themes from these statement categories can be defi ned (Interpretation of Maps; Step 5; 
Figure 14.2). Finally, these concept maps are used (Utilization of Maps; Step 6) to identify key 
concerns for a plan, or to evaluate a program’s success and outcomes (Trochim, 1989a,b).

Metrics. Computational techniques are the foundation of this method. In the concept map 
creation process, binary symmetry similarity matrices, 2-D nonmetric matrix multidimen-
sional scaling, and hierarchical cluster analysis are all utilized. All these methods give out-
puts that provide a measure of concept relatedness, though some interpretations may need 
to be inferred qualitatively. Computer programs based on this concept mapping technique 
(Ifenthaler, 2008; Pirnay-Dummer, unknown) produce a few additional relationship metrics, 
including closeness (how related two concepts are rated by participants), contrast (participant 
ratings of how different two concepts are from each other), and combined (uses both closeness 
and contrast; measures overall model quality).

Outcomes. This method creates a host of products in the process of developing or evaluat-
ing the plan of focus. These include a statement list, a cluster list, a cluster map, a point map, 
and both point-rating and cluster-rating maps (using assessment focus data).

Strengths. The concept mapping approach’s standardization is its premier attraction for 
synthesizing perspectives. The formalized procedure makes measurement more reliable than 
the other methods summarized. If two analysts are given input from the same brainstorming 
and Q-sort sessions, their results should look very similar to each other; sources of error can 
then be attributed exclusively to the method, and not to the method’s administrator. Special 
training in concept mapping is not required to use this method.

Algorithms for determining relationships between statements and concepts are largely 
computational and have been publicly disclosed; a good statistician need only read a few 
articles to create a functional concept map. The high degree of structure and public disclo-
sure of the process demonstrates that concept mapping is more participant-driven than 
analyst-driven, which works to build the method’s transparency.
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Concerns. Though the concept mapping method is good at quantifying relatedness of 
themes and propositions within a mental model, it only suggests ‘how related’ statements are 
to each other. It provides no information on how statements or categories may infl uence one 
another. A fairly high degree of technical expertise is required for this method, even though 
expertise requirements are in a general domain (advanced statistics) rather than a specifi c 
one (concept mapping). The concept mapping process is transparent to those with a back-
ground in statistics or the social sciences. Some explanation of the procedure may be neces-
sary to get laypersons and experts in other domains onboard, as the method’s transparency 
may not be self-evident without some technical sophistication to understand how participant 
input infl uences concept map outcomes.

Overview of concept maps
Concept mapping gives a good standardized framework for creating mental model repre-
sentations, but identifi es only relationship strength and not the nature of the relationship 
between concepts; participants are left to their own devices to determine how highly related 
concepts may interact with each other. Though binary symmetric similarity matrices might 
be integrated into text analysis tools for extracting information from interview transcripts, 
the data collected with concept mapping is typically aggregated for all analyses. By compari-
son, RCID allows for a more suitable parsing of analyses and permits multiple permutations 
of participant-group assignments without the need for gathering additional information.
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Semantic web

Method. The semantic web method of mental model representation was fi rst developed by 
Joseph Novak and colleagues (Novak and Gowin, 1984; Novak and Musonda, 1991), to 
detect changes in children’s understanding of science concepts and make outcome compari-
sons from the use of different pedagogical methods. This method provides a more qualitative 
assessment of knowledge than other diagram-based methods. Participant interviews are used 
to produce a diagram with a set of noun concepts represented as nodes in a network, while 
directional arrows labeled with relationship terms (mostly verbs) show relatedness between 
concept nodes (Figure 14.3). Though developed with primary and secondary school children, 
this method has also been used at the university level (Freeman and Jessup, 2004).

Data is collected through a Piagetan clinical interview technique. Participants are asked to 
think about something related to the topic of interest, and then report what would happen 
if the scenario were changed in some way. Statements are drawn from interview transcripts 
and recordings that illustrate the participant’s perception of a relationship between concepts 
(Novak and Musonda, 1991). A similar framework can also be used in dyads, with the help 
of a properly trained analyst, to help elicit these maps directly from participants without cod-
ing transcripts (Freeman and Jessup, 2004).

Metrics. Some comparative statistics are available for this method based on assimilation learn-
ing theory, though the precise coding scheme is admittedly somewhat arbitrary (Novak and 
Musonda, 1991). Relevant concepts are scored by counting the number of nodes in the semantic 
web that are related to the topic of inquiry, with greater emphasis placed on superordinate-level 
concepts (10 points each) compared to basic- (5 points) or subordinate-level (2 points) concepts. 
Propositional linkages are assessed in similar fashion, with greater weight given to connections 
between superordinate connections (20 points each) relative to basic (10 points) or subordi-
nate (5 points) ones. Misconceptions are assessed on a negative, with major misconceptions 
(�10 points) weighted heavier than minor misconceptions (�3 points). A total score is derived 
by adding relevant concept, propositional linkages, and misconceptions scores. A higher total score 
indicates the participant has a more robust mental model for the topic under investigation.

Freeman and Jessup (2004) consider alternative metrics for semantic web analysis. They 
simply add the total number of concepts and connections present, without weighting for 
concept generality. They also include a measure of complexity, estimated by subtracting the 
total number of links by the number of links required to connect the nodes in a linear fashion 
(or complexity � total links – [total nodes – 1]).

Outcomes. The semantic web method of mental model diagramming creates a network of 
noun concepts connected by a description of the relationships between them. While it does 
provide a few quantitative metrics, this approach is much more qualitative in nature.

Strengths. The clear benefi t of the semantic web method lies in its simplicity.  Participants 
are provided with explicit detail of how concepts are related to one another.  Little in the way 
of technical knowledge is necessary to understand semantic web diagrams; relationships 
between concepts are provided propositionally and can be quickly converted into a few 
meaningful statements.  Available scoring systems described here for semantic webs are also 
easy to calculate.

Concerns. A key concern for semantic webs is that they are as subjective as they are simple.  
Novak & Musonda (1991) explicitly state their algorithm is arbitrary.  Also, scoring with their 
method introduces the same comparative problems as the RCID method when assessing lay-
person/novice mental models based on expert information; should we assume that the struc-
ture and content of these mental models is similar, although layperson mental models may 
be less robust?  Also, since the developmental goal of mental model semantic webs was to 
compare differences in mental models of the same domain to expert competence as experience 
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increases, it may not be appropriate for comparisons between groups of experts where experi-
ence is equal, but the domain of information is different.

Reliability is another concern with this method.  The construction of semantic web mental 
model representations is highly subjective.  The chance of achieving consistency in diagrams 
across analysts is therefore small.  Novak & Musonda (1991) state the reliability of represen-
tations across analysts is good in their work, but use anecdotal evidence to back their case.  
Also, as the diagramming method is highly subjective, differences in model structure across 
groups are as likely due to artifacts of the method as to actual differences in internal repre-
sentations.  An analyst could easily use transcript information to create diagrams that unwit-
tingly provide confi rmatory evidence of mental model structure and do not provide new 
information about stakeholders’ mental models.

Overview of semantic web
Semantic webs provide complex information on relationships between concepts, and are 
intuitive to participants both in their development and dissemination; only a brief introduc-
tion to the method is required to be able to competently read these diagrams.  That said, 
analyst bias in model development is more problematic here than in other methods, as the 
analyst has considerable infl uence in model development.  Also, the practitioners of the 
method to date have not specifi ed procedures for model integration.  While a possible option 
for individual-level or single-group case studies of mental models, semantic webs are not 
well suited for mental model integration of groups with disparate views.

System dynamics infl uence diagrams

Method. The System Dynamics Infl uence Diagram (SDID) approach visually represents the 
behavior of complex systems (usually in business and industry) through use of feedback loops, 
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computer simulation, and the problem owners’ mental model of the problem with related con-
cepts (Figure 14.4). It uses a Gestalt approach in assuming a problem must be viewed as a 
whole of inter-related parts that together produce behavior that cannot be accounted for by 
summing individual contributions alone. This method focuses on identifying a problem’s 
structure by defi ning the relationships between parts, and presumes that causalities between 
parts are often looped together (or bidirectional; Karkkainen and Hallikas, 2006).

Though assumptions of systems theory are included in most reviews of system dynamic 
approaches provided here (including the method’s foundation in nonlinear dynamics theory; 
Sterman, 2001), the process by which concept maps are drawn to refl ect system behavior is 
not well specifi ed (Lane, 2000; Karkkainen and Hallikas, 2006). Causal loop diagrams are a 
fi rst step, where processes that antagonize one another are identifi ed; stock and fl ow struc-
tures are later added. Though differential and integral calculus are used to compute time 
delays and fl ow rates, specifi c methods or process steps are unclear (Sterman, 2001). Lack 
of specifi cation may have provided the primary impetus for Doyle and Ford’s (1998) uni-
tary defi nition of mental models in the system dynamics fi eld, to sharpen a concept that was 
important to the fi eld but previously ill defi ned. Hazy descriptions of system dynamics proc-
esses may be an artifact of the fi eld’s ‘atheoretical style’ (Karkkainen and Hallikas, 2006).

Karkkainen and Hallikas (2006) identify three basic steps in SDID creation. First, during 
Conceptualization, the problem is defi ned and described, causal factors are identifi ed, and 
policies that turn information into action are formulated. Next, Dynamic Hypotheses are gen-
erated that make inferences on how elements of the system interact, and are derived from 
externalized mental model representations of participants in the process. The emphasis when 
creating dynamic hypotheses is on how components of the system are ‘looped,’ or how they 
causally act with each other. Finally, during Model Building, relationships in the model are 
formulated as levels (stocks) and rates (fl ows), and the consequences of different policies
are tested. A model can be constructed with binary descriptions of stocks and fl ows, or made 
in conjunction with fuzzy dynamic logic to create a more refi ned model of the system. If 
fuzzy dynamic logic is used, simulations are run assuming a likelihood of node activation 
and a magnitude estimate of the strength (based on a 0 to 1 scale) and valence (positive or 
negative) of the relationship between variables (Mendoza and Prabhu, 2006).

Metrics. SDID produces two metrics: stock or variable level (e.g., gross income, employee 
satisfaction) and rate of fl ow or infl uence (e.g., what is the proportion of change on gross 
income from employee satisfaction?). Often the mental models of systems that are repre-
sented with system dynamics frameworks are very complex, and computer simulation is 
often required to effi ciently map this complexity.

Outcomes. The key outcome of the system dynamics infl uence diagram process is the 
development of a shared mental model based on input from consulted stakeholders, man-
agers, and other interested groups. Other outcomes include an improvement in dynamic 
intuition for participants, as well as an improvement in learning ability for complex systems 
(Lane, 2000).

Strengths. Like the RCID approach, SDIDs gain their power from the use of expert input to 
infer key properties of the domain of interest. System dynamics representations may also be 
useful for their ability to tolerate complexity, especially in the relationships between concepts 
and groups of concepts. In addition, model representations typically accept quantitative 
inputs once mapped to demonstrate differences in process and output given a specifi c input. 
The ability to provide the model with inputs allows users to manipulate the model to iden-
tify optimal confi gurations. Since system dynamics is interested in illuminating underlying 
processes, it may be better at handling model-building input from different expert domains.

Concerns. As with the other summarized methods (except for concept mapping), the algo-
rithms used to generate representations of mental models are underspecifi ed. As with RCID, 
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this may result from a lack of formalized algorithms, or from concerns around intellectual prop-
erty rights. From what can be inferred with available information, relationships between con-
cepts are determined mostly by the analyst’s discretion. Little indication is given as to the level 
and manner of involvement the client has in the concept identifi cation and structuring process.

Overview of system dynamics infl uence diagrams
SDID gives a strict quantitative assessment of mental models, but available literature does 
not specify how relationships between variables are fi rst identifi ed. RCID, in contrast, has 
explicit information available on how to conduct data-collection interviews in a way that 
reduces analyst bias. While current methods of translating interview information to mental 
model representations are crude and a source of error in the process, a quantitative frame-
work for transcript analysis may serve to address this concern.

Mental models and expert versus novice cognition

Research conducted to understand cognitive structure has hinted at differences between 
expert and novice approaches to problem solving. Experts notice features and meaningful 
patterns of information, which cannot be reduced to isolated facts and propositions but are 
instead ‘conditionalized’ to specifi c circumstances (Bransford et al., 1999). The process of con-
ditionalizing allows experts to develop the ‘expertise’ that guide their decision-making proc-
esses. Experts also have the ability to retrieve information on a selective basis befi tting the 
context of the problem at hand. Carey and Wiser (1983) also concluded that the shift from 
novice to expert is a shift from one system of beliefs about the world, one set of concepts and 
one set of problem-solving capabilities to another.

Finally, Lee (2005) studied differences between novice and expert oceanographers 
using the same simulation. She found that experts looked for and found general princi-
ples that they could connect systemically to explain ocean processes. Novices learned the 
information that was present, but were less successful at connecting the pieces to make a 
‘big picture.’ Experts were also quick to grasp the limitations of the model on which the 
simulation was built, and easily fi lled in the conceptual gaps. Novices did not do this.
This suggests that the metrics developed above can be useful for determining exper-
tise in decision-makers. The differences in the mental models and/or indicative metrics 
can be used to study critical differences in risk perception and analysis of experts and 
novices/laypersons.

14.3 Mental models in NHM and CM

In this section we investigate the different kinds of mental models that can be attributed to 
expert and novice/laypersons in the context of CM and NHM decision-making.

14.3.1 Differences in risk perception in NHM

This section reviews perceptions of fl ood response and recovery in detail by laypersons and 
experts with the intent of identifying multiple factors refl ecting risks. Data gaps and needs 
identifi ed in this review call for the strategic and tactical use of mental models. Experts in 
this fi eld are professional engineers and emergency managers working at major fl ood risk 
management agencies such as the U. S. Army Corps of Engineers (USACE). They have views 
of fl ood processes and consequences that differ from those of layperson stakeholders. In fact 
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it has been noticed that even expert groups have trouble communicating with each other to 
take appropriate action in the face of a fl ood event. For example, professional emergency 
managers working with the public have diffi culty understanding forecasting uncertainties 
without help in translating the science (Faulkner et al., 2007). This section will outline layper-
son and expert views of the fl ooding process, fl ood prediction, the consequences of fl oods, 
and how to manage fl ood risk with both preventative (pre-event) and reactive (post-event) 
methods. Such views can inform mental models research.

Laypersons tend to have many misunderstandings related to the fl ooding process. 
Research by Lave and Lave (1991) indicates that those who live in fl ood-prone areas gener-
ally know little about their risk of fl ooding and are uninterested in learning about that risk. 
Furthermore, an individual’s prototypical example of a fl ood event may be the most destruc-
tive fl ood they experienced, even if that event was years ago and if they have experienced 
less severe events since. Lave and Lave also found that individual resistance to evacuation 
orders may also come from denial about the possibility of another major fl ooding event.

Wagner (2007) found that personal experience and visibility of process are two main infl u-
encing factors that explain the accuracy of layperson fl ash fl ood knowledge. Laypersons were 
better informed about fl oods than landslides, in part because the physical process of fl ooding 
is easier for laypersons to understand and recognize through direct observation. For fl ash 
fl ooding, those with more experience with fl ash fl oods had a more complete understanding 
of the fl ooding process. Layperson knowledge about fl ash fl ooding changed very little over a 
two-year period, demonstrating that public perception of fl ood events can be stable over time
(Wagner, 2007). Presumably processes here that lead to a better understanding of fl ash fl oods 
are the same with other types of fl ooding and natural disasters.

In comparison, experts tend to have structured approaches. For example, they consider 
three factors when devising and evaluating fl ooding preparation options. The fi rst of these, 
exposure, refers to the frequency, water level, fl ow velocity, and fl ow duration in a particular 
area. Sensitivity, or how problematic exposure may be to a region, includes factors like popu-
lation density, buildings, and economic values of that region. Adaptation is the ability to avoid 
damage through adjustments in ecological, social, or economic systems in response to fl oods 
and their impacts. These adaptations can happen at the public (government) or private (indi-
viduals, business) level, and can also be precautionary (pre-fl ood action) or reactive (in-fl ood 
or post-fl ood reaction; Grothmann and Reusswig, 2006).

Expert perception of risk is also signifi cantly different from that of laypersons. For exam-
ple, with respect to structural fl ood mitigation methods such as dams and levees, laypersons 
tend to believe (incorrectly) that these structures ‘prevent’ damages (Pielke, 1999). Lave and 
Lave may state the truth best, ‘No engineering structure can guarantee protection for people 
living in a fl ood plain (1991, p. 257).’ This mindset highlights the discrepancy in risk miti-
gation between laypersons that demand certainty in risk (Is this safe or unsafe?), while the 
whole story is more nuanced (How safe is this?). Advocates of dams who make claims about 
the safety they provide may cause people to believe a dam reduces fl ooding exposure to neg-
ligible levels. Laypersons then become more likely to build in the fl ood plain. Paradoxically 
then, the dam leads indirectly to increased sensitivity to fl oods seen in property damage rates 
and loss of life (Lave and Lave, 1991).

14.3.2 Differences in expert-novice decision-making in CM

Recent research in construction decision-making has investigated using mental model to 
understand strategic decision-making of construction managers. Dissanayake and AbouRizk 
(2007) applied methods that aim to quantify the associations in concept maps of  construction 
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managers who are given the opportunity to reason with the causal knowledge of key 
 performance factors and indicators (Dissanayake and AbouRizk, 2007). A subjective method 
for modeling construction performance was presented using cognitive maps to represent men-
tal models or internal knowledge representation of construction managers. Fuzzy cognitive 
maps model the cause-and-effect relationship between concepts that present themselves in a 
construction project. In this method, the concepts are represented as nodes in a graph, and the 
links between the nodes represent the cause-and-effect relationship between concepts.

Mukherjee et al. (2005) analyzed the differences in problem-solving approaches of novice 
and expert construction managers. This involved testing human subjects and quantitatively 
studying the results using ConProFac, a program that creates descriptions of how people 
organize their ideas and qualitatively analyze their responses.

The human subject testing involved providing construction managers, with different lev-
els of experience, a construction scenario. The scenario described the construction of a $104 
million project of a state-of-the art library facility, to be built over a period of 24 months. 
The scenario was based on real life construction projects, and was developed in collabora-
tion with a Seattle-based general contractor. Four distinct areas of concern to construction 
decision-making: Space Management, Schedule Management, Labor Management and 
Materials Management. For each of these areas, each participant was required to indicate 
briefl y his/her plan of action, using available information. For example a decision to ‘hire-
skilled laborers’ would be a plan of action to ‘manage labor,’ while a decision to ‘crash 
activity X’ would be a plan of action to ‘manage schedule.’ Participants were also required 
to rank, on a scale of 1–10, how they believed their ‘plans of action’ would affect the project 
schedule, project cost and the reputation of the company, for each of the four areas of con-
cern listed above. A value lower than 5 would indicate an adverse impact, while a value 
higher than 5 would indicate a positive impact. A value of 5 would indicate maintaining the 
‘as-planned’ schedule. This provided a structured approach to collecting data that could be 
investigated for knowledge organization.

In addition, ConProFac a software tool was used to calculate an index i, indicative of the 
structuredness of the numerical responses. Qualitative plans of action from the participants 
were also analyzed. The ConProFac program creates descriptions of how people organize 
their ideas about a content area at different levels of generality: CONcepts, PROpositions or 
FACets. It can be used with any information about how collections of concepts are connected 
by predicates to form propositions. The truth of propositions about concepts can either be 
binary, that is either true or false, or weighted to express the likelihood that the proposition 
is true, or that a participant believes it to be true. ConProFac can calculate the structuredness 
index i that can be used to compare differences among the ways subjects organize their ideas 
and how these change over time, using standard statistical procedures.

Qualitative analysis of the participants ‘plans of action’ shed more light on the differences 
in the mental models of experts and novices. Experts tended to focus more on developing 
and enumerating different contingency plans, with specifi c focus on assessing the time it 
would take for a decision to take effect and the impact it would have on the schedule, show-
ing the ability to deal with complex inter-relationships as well as recognize time lags between 
decision and impact. In comparison, participants with fewer years of experience tend to 
emphasize more on what needs to be done immediately to solve the problem at hand.

The study was very preliminary in scope and limited by the very small number of 
participants it involved. Most relevant to this study is its contribution in developing an experi-
mental set-up that can be used to collect and investigate human-subject data to fi nd knowl-
edge organization patterns in decision-making. It also highlighted the need to develop 
data-collection environments that are interactive and can truly allow construction managers to 
explore ‘what-if’ scenarios. This idea is further discussed in the next section.
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With experience, decision-making mental models of construction managers tend to be 
based on contingent plans and apprehensions of different possible outcomes of current situ-
ations. They also tend to support their decisions by rough calculations using thumb rules, 
even in situations with incomplete information. The thumb rules that they use are usually 
based on cost patterns that they tend to recall from previous project experiences. In contrast, 
managers with fewer years of experience tend to concentrate more on immediate actions 
without considering long-term impacts.

14.3.3 Discussion: operations of mental models in different scenarios

The discussion in this chapter highlights tools and methods that can be used to develop men-
tal models of decision-making in DTEs such as CM and NHM (specifi cally fl ood risk man-
agement) to understand differences between how expert and novice/laypersons analyze and 
perceive risk.

One characteristic point worth discussing is that the perception of risk and uncertainty of 
experts in both domains, while different in specifi cs, shows similar cognitive organization. In 
CM, experts tend to apprehend future outcomes of decisions and think in terms of alterna-
tive plans. In managing fl ood risk, experts take a structured approach to risk and rank design 
alternatives in terms of how much risk they pose/mitigate. Both these approaches are driven 
by a need to account for different outcomes that can result from uncertainty at a particular 
point in time. The critical difference is that in the CM domain, managers think in terms of 
contingency plans, where as in NHM, experts think in terms of varying levels of mitigated 
risk. It can be argued, that this difference arises due to the different nature of temporal and 
spatial scales over which these two domains evolve. The structured and constraint/schedule 
driven time span over which CM domains evolve makes it possible for experts to ‘simulate’ 
possibilities in their minds and develop alternate plans, while the unstructured time spans 
(as discussed earlier) associated with fl ood risk management limits experts to think in terms 
of ranking outcomes by how much risk they mitigate, rather than specifi cally ‘simulate’ each 
outcome. This also refl ects yet another difference between the domains: CM scenarios are 
limited in space and occur within well defi ned construction site, while NHM scenarios often 
span across large geographical spaces, involving diverse stakeholders with diverse socio-
 economic experiences and education backgrounds.

While, CM and NHM are fundamentally different domains they provide a platform to 
understand how the differing time spans over which they evolve, and the different nature 
of the stakeholders, infl uence the mental models of decision-makers. It can also be seen 
from the research that the mental models of expert and novice/laypersons in both these 
fi elds show similar cognitive structure and refl ect results from research in the cognitive 
sciences.

14.4 Conclusion: the future of mental models

The discussion in the previous sections show that mental models of risk among expert decision-
makers in complex DTEs tend to be informed by mental ‘simulations’ of the future – be it 
in the form of alternative plans within structured environments, or in the form of ranked 
outcomes in domains in which damage is temporally unstructured, disproportionate and 
spatially delocalized. Further studies need to be conducted in order to collect reliable human 
decision-making data from within crisis scenarios in these domains to provide more clarity 
to these results and highlight similarities and differences between mental models of risk.
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The challenge lies in analyzing large volumes of decision-making data to fi nd the anat-
omy of effective decisions made within the urgency of crisis scenarios. Case studies can pro-
vide important guidelines to classify such scenarios and to investigate patterns in effective 
decision-making. However, they can be misleading as they narrate limited scenario specifi c 
responses, instead of providing general statistically signifi cant trends. In addition, it is not 
possible to explore ‘what-if’ scenarios to test varying impacts of different responses in a case 
study (Pennell et al., 1997). Decision-making data from crisis scenarios as they unfold can be 
diffi cult to collect. Direct observation, while not impossible, is time consuming and costly. 
Besides, collecting data is a complex operation, if the level of detail at which data is being 
collected, and the level of abstraction at which it is to be modeled, are not known.

Existing construction databases have been studied and can often be used to construct 
project histories. Construction databases have been analyzed using data mining methods to 
investigate delays in construction projects. Soibelman and Kim (2002) analyzed the US Army 
Corps of Engineers construction database. Their research focuses primarily on developing a 
framework for identifying how project variables such as weather can be related to the occur-
rence of delays in the project. It does not, however, include the infl uence of the contexts in 
which construction managers on projects make decisions. They also do not provide informa-
tion regarding decisions that shape the course of the project, and the factors that infl uence 
the anatomy of effective decisions.

The fi rst step is to address appropriate levels of detail at which decision-making data from 
CM and NHM domains need to be collected, and the level of abstraction at which such data 
need to be analyzed. The second step is to develop situational simulations of crisis scenarios 
in DTEs that can be used as experimental test beds for collecting human decision- making 
data. In addition, they can be used to educate novice/laypersons about the complexities of 
DTEs. Mayer (2004) illustrates that interactive simulation environments can be effectively 
used to achieve changes in mental models through guided discovery learning.

Situational simulations provide an interactive simulation platform that can be used to 
explore ‘what-if’ construction scenarios, estimate risks and contingencies, test alternative 
plans during construction, and facilitate the capture and analysis of decision-making data. 
They create temporally dynamic clinical exercises of construction project scenarios that 
expose users to rapidly unfolding events and the pressures of decision-making. The design, 
development, and use of general-purpose situational simulations can be found in previously 
completed research (Rojas and Mukherjee, 2003, 2005, 2006). The Interactive Construction 
Decision Making Aid (ICDMA) is a specifi c implementation of a general-purpose situational 
simulation framework and its description can be found in previous work by one of the 
authors (Anderson et al., 2007).

Situational simulations allow large quantities of human-subject data to be quickly and eas-
ily obtained within a digital environment. It is also easy to duplicate scenarios for multiple 
human subjects, providing the ability to conduct controlled experiments by exposing human 
subjects to similar scenarios. Watkins et al. (2008), discuss the role of situational simulations in 
studying human decision-making in construction management and present a formal method 
to capture decision-making data from a simulated construction environment. Preliminary 
analysis of human decision-making data collected using ICDMA show that the proposed 
method can be used to analyze complex decision-making behavior, specifi cally with respect 
to tracking how managers dynamically assign resources in complex crisis scenarios. In addi-
tion, project metrics indicating the health of the system can be tracked and correlated with 
direct resource allocation decisions as the project evolves in time.

The agenda for future research includes the development of simulation test beds, such as 
the ICDMA that can be used to collect signifi cant human decision-making data, which can in 
turn be modeled using one, or many of the methods described in section 2, to develop  mental 
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models of decision-making in DTE. Understanding from such models of decision-making can 
be used to enhance the planning and management of complex DTEs.
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15.1 Introduction

The effective management of stakeholders on a project is an important key to success 
(Jergas et al., 2000). A construction project affects many different stakeholders before, dur-
ing and after construction work on site and a negative perception by stakeholders can 
severely obstruct the implementation of a project. Inadequate management of the concerns 
of stakeholders may lead to controversy and confl ict about the implementation of the project. 
Community attitudes are one example that has been shown to be an important factor when 
planning for and locating a construction project (Rogers, 1998). The demands of different 
stakeholder groups are likewise different. A construction project can benefi t one stakeholder 
group and have a negative impact on another. Understanding the viewpoints of different 
stakeholders helps the construction project manager build relationships and thus avoid pre-
conceived ideas and assumptions (Watson et al., 2002). In this chapter, we examine, inter alia, 
the prevalence of multiple stakeholder perspectives.

The diffi culty of addressing the concerns of stakeholders is due to a failure to recognise and 
avoid the technical rationale versus the cultural rationale, lack of success in defi ning and pre-
senting the benefi ts and costs to all affected stakeholders, and failure to reach equitable and 
fair agreements on the redistribution of these benefi ts and costs (Dorshimer, 1996). Improper 
and arbitrary decision-making often becomes an issue when engineers make decisions on 
issues they believe to be purely technical and professional in nature, but which those affected 
see as questions of political power (Connor, 1998). Many of the sources of disagreement in such 
disputes involve value-trade offs rather than technical issues (McAvoy, 1999). Furthermore, 
engineers tend to explain problems in technical and economic terms, which may not be suf-
fi cient to address the concerns of stakeholders. The premise is that decisions are best based on 
data; the best decisions are based on the clearest, least ambiguous data. Those subscribing to 
this view believe that when the technical facts are clearly communicated, all reasonable hear-
ers will arrive at similar conclusions. Yet, engineers must sometimes present data to audiences 
that do not share the values of the technical culture they represent (Hynds and Martin, 1995). 
The role of a construction project manager should involve not simply an understanding of the 
technical realities at hand, but also of the links between technology, the environment, the com-
munity and the people in it. Thus, a stakeholder management process should, if conducted 
properly, be seen as representing an opportunity for improving the project.

When handled adequately, controversies can have a positive side. Confl icting stake-
holder interests can result in valuable improvement to the construction project in question 
(Dear, 1992). The responsibility for suffi ciently managing stakeholder concerns should lie 
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with the project manager who should make every effort to conduct planning, authorisation 
and evaluation in such a way that problems are negotiated and eliminated instead of being 
allowed to resurface as delays and cost overruns during implementation (Flyvbjerg et al., 
2004). The early planning stages of a construction project should have the aim of avoiding 
unnecessary expenditure and eliminate any steps that ultimately do not contribute to its 
success and thus be geared towards maximising stakeholder participation and acceptance 
in the decision-making process of the project (Beekman, 2002).

The purpose of the chapter is to review through the medium of case studies the stake-
holder management process and, in particular, to show where and how the prospects for suc-
cess can be enhanced. The case study approach is appropriate for exploring in-depth issues 
of organisational and human behaviour (Yin, 2003).

15.2 Stakeholder management process

In the construction industry stakeholders include a wide range of entities that directly or 
indirectly can provide support or resistance to the accomplishment of project objectives 
(Walker, 2000). Karlsen (2002) argues that there are at least four reasons for employing a 
stakeholder management process. First, to be acquainted with the project’s stakeholders; sec-
ond, to ensure the balance between contribution and reward in the relationship with stake-
holders; third, to plan and defi ne how to manage stakeholder concerns; and last, to set a basis 
for deciding which stakeholders are to be involved in determining the project goals and the 
measurement of success. A stakeholder management process is necessary in order to deter-
mine the reactions various stakeholders have to project decisions (Cleland, 1986); for exam-
ple, what are the reasons for a specifi c reaction and how will different stakeholder groups 
interact with each other to affect the outcome of a proposed project strategy? Full alignment 
of all stakeholders is not possible because some will be fundamentally opposed to the project 
(Jergas et al., 2000). Even so, a stakeholder management process will identify these stakehold-
ers to the project manager. An awareness of their concerns will help to manage them suffi -
ciently in order to prevent them from adversely affecting the project.

Freeman (1984) relates the stakeholder concept to different views of the fi rm or the project. 
In the production view, the major concern is input versus output, which means that the 
stakeholders considered in this view are the supplier and the customer. A more complicated 
model is the managerial view, where besides the supplier and customer, managers must also 
pay attention to owners and employees. These four stakeholder groups represent the inter-
nal change agents with the fi rm. However, Freeman (1984) argues that the more diffi cult task 
is to understand external changes that originate from the environment of a fi rm or a project 
and which affect its ability to cope with internal changes. External change produces uncer-
tainty, which cannot be readily assimilated into the relatively more comfortable relationship 
with suppliers, owners, customers and employees.

External change may have a particularly strong effect on a project because of the envi-
ronment within which a project operates changes from one project to the next. This is 
especially true of construction where the project is located on a specifi c site and where 
the environment of the external change that occurs can shift between projects and dur-
ing project implementation (Olander and Landin, 2005). There is no strong tradition in 
the project management literature for discussing problems of the external environment 
(Engwall, 1995; Crawford et al., 2006). There are, however some examples in construction 
(Winch and Bonke, 2002; Newcombe, 2003; Bourne and Walker, 2005; Olander, 2007). Even 
so, the emphasis is still on the internal processes involved. There is a need to emphasise 
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the importance of the external environment both for projects in general and for construc-
tion projects in particular.

Internal stakeholders, representing the internal exchange, can be defi ned as those who are 
formally connected with the project (e.g. owners, customers and employees), whereas exter-
nal stakeholders, representing the external exchange, are those affected by the project in some 
way (Gibson, 2000). Figure 15.1 shows a schematic picture of the potential stakeholders in 
a construction project, divided into internal and external stakeholders. Construction project 
managers need to be capable of managing internal and external stakeholder exchange. In a 
way, it can be argued that more effort and resources should be committed to the manage-
ment of external stakeholders because there are more of them and relationships with them 
are more diffuse than in the case of internal stakeholders. For the internal exchange, there is 
often an agreement or a contract to set the framework of the relationship and the resolution 
of potential confl icts.

The stakeholder environment has a strong effect on project implementation. The environ-
ment will change in its nature depending on actions taken by different stakeholders and will 
affect project implementation in a certain way. The stakeholder management process can thus 
be defi ned as having the aim of maintaining the desired implementation of the project and 
avoiding unnecessary confl ict and controversy with stakeholders. The Hallandsås project 
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(the construction of an 8.8-kilometre twin-bore railway tunnel in southern Sweden) is one 
example of a project in which controversy and confl ict have had an impact on project imple-
mentation. The project was started in 1991, with basically all permits that were needed being 
approved, and it was scheduled to be fi nished in 1996. As of late 2007, the project was still 
unfi nished and the budget has been exceeded by a factor of ten, due mainly to bad man-
agement choices that have affected the surrounding environment and the people in it. There 
have been several studies that directly or indirectly use the Hallandsås project as a research 
case (Hydén and Baier, 1998; Boholm et al., 1998; Boholm, 2000; Danielsson and Holmberg, 
2002; Baier, 2003). Experiences from the Hallandsås project can be summarised as follows:

The local community felt frustration at not being able to infl uence the planning and 
implementation of the project.
The information given to external stakeholders was not correct, timely or appropriate.
The local community was inclined to form action groups outside the parliamentary sys-
tem in efforts to exert an infl uence over decisions made within the project.
The project’s management did not fully address the concerns of stakeholders.

The Hallandsås project is an example of a failed stakeholder management process, due 
mainly to an inadequate analysis of how project decisions would affect stakeholders and 
how these would, in turn, affect those decisions.

If the potential impact of a construction project on various stakeholders is not adequately 
communicated in the early stages of a project (as was the case with Hallandsås) this may lead 
to controversy and confl ict over the project’s location, size and design. Experience gained 
from the construction of the tunnel under the English Channel also highlighted the need to 
address the interests of stakeholders and that the management of them should be considered 
as being an essential cost element in the implementation of any construction project.

Poor public perception can damage or stop a project as surely as can bad ground or shortage of 
labour . . . The Channel Tunnel project is a classic example: for much of its formative period it 
existed in an often destructive climate of adverse public opinion. Most of this was avoidable, but it 
resulted in the project team spending much of its time fi ghting a rearguard action rather than sim-
ply getting on with the job (Lemley, 1996).

The Channel Tunnel and Hallandsås are examples of major projects. The problems con-
nected with stakeholder infl uence are not, however, limited to projects of such size; the 
infl uence of stakeholders is an important topic to consider for just about any construction 
project. Indeed, construction projects, independent of their size, can become embroiled in 
a process of controversy and confl ict with external stakeholders and without warning if 
adequate steps are not take to engage them; even then there is the unpredictability fac-
tor. The image issue is also a relevant aspect of many construction projects. The UK’s 
Considerate Constructors Scheme (Barthorpe, 2002, 2003; Olander 2004) is one example 
where external stakeholders and the effects they suffer ‘at the hands of construction’ merit 
proper consideration.

The arguments and reasoning about the stakeholder management process for construction 
projects that are discussed here are based on the in-depth study of fi ve case projects: two 
housing projects and three civil engineering projects, which were undertaken with varying 
degrees of success from the perspective of stakeholder management. In addition to related 
 literature, the study revealed two important aspects of the stakeholder management proc-
ess. By acknowledging the concerns of all stakeholders there is a base for communication 
with regard to relevant issues addressed by stakeholders. The knowledge obtained from this 

●
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communicative process can then be used in the implementation of a construction project 
to perform a stakeholder management process that will maintain or increase the level of 
acceptance.

15.3 Acknowledging concerns from all stakeholders

The acknowledgement of stakeholder concerns is an integral part of achieving a com-
municative process of confl ict resolution (Susskind and Cruikshank, 1987; Susskind 
and Field, 1996). The concerns of stakeholders can be described by the variables of per-
ceived benefi ts or perceived negative impacts (Rogers, 1998). These variables are essen-
tial in understanding the dimension of support and opposition to a project (Grimes, 2000a) 
and will infl uence the decision by a stakeholder to accept or refuse the implementation 
of a construction project (Davy, 1997). The perceived negative impacts and the determination 
of its acceptability are infl uenced by many factors that are not related to the actual level of risk 
concerning these consequences (Young, 1990). Construction projects are rejected or accepted 
due to the trade-offs between risk and the amount of gain (Sokolowska and Pohorille, 2000).

The empirical data from the projects studied clearly indicated that the acceptance level 
sets the stakeholders position towards the project and defi nes the extent and direction 
of stakeholder infl uence. The level of acceptance depends on two basic considerations: 
the concerns of stakeholders and the stakeholder management process, i.e. what are they 
worried about and how they have been treated. The acceptance level towards the project 
is based on the ability of the project manager to acknowledge the concerns of stake-
holders and maintain or increase the received acceptance level through an effective
stakeholder management process. The challenge for the project manager is that of communi-
cating and implementing the construction project in such a way that the perceived benefi ts and 
the negative impacts are presented realistically and minimise the effects of negative impacts 
and, to the extent possible, maximise the benefi ts for all affected stakeholders.

In order to analyse the infl uence and concerns of stakeholders adequately, it does not suf-
fi ce to simply identify them, since the dynamics of the environment and the power of the 
stakeholder in relation the organisation (or project) need to be assessed (Mendelow, 1981). 
Mitchell et al. (1997) propose a set of stakeholder attributes for assessing potential stake-
holder infl uence of power, legitimacy and urgency. A stakeholder can have the power to 
impose its will on the relationship. The power of stakeholders may arise from their ability 
to mobilise social and political forces, as well as from their ability to withdraw resources 
from the project organisation (Post et al., 2002). Legitimacy can be defi ned in terms of stake-
holders who bear some sort of risk in relation to the organisation, be it benefi cial or harm-
ful. The dynamic character of stakeholder infl uence is covered by the term urgency, which is 
defi ned as the degree to which claims (or stakes) call for immediate attention. At any given 
time, some stakeholders will be more important than others (Jawahar and McLaughlin, 
2001). Newcombe (2003) argues that the value of stakeholder analysis and mapping is in 
addressing the following.

Whether the political/cultural situation is likely to undermine the adoption of a particu-
lar project strategy.
Whether to pursue project strategies to reposition certain stakeholders.
The extent to which it is necessary to assist or encourage stakeholders to maintain their 
level of predictability, interest and power in order to ensure the successful implementa-
tion of project strategies.

●

●

●
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Concerns and priorities change over time, new classes and confi gurations of stakehold-
ers appearing in response to changing circumstances. From a purely project perspective, it 
can be argued that stakeholders possessing the attribute of power are the most relevant to 
consider in the stakeholder management process. However, stakeholders who possess the 
attribute of legitimacy are in a sense more important, because they are the risk bearers in 
the project. Thus, it is important from a moral standpoint, to address the needs of the legiti-
mate stakeholders fully. If not, they may try to achieve a powerbase by themselves or by 
forming an alliance with more powerful stakeholders. In either case, the project manager 
loses control over the stakeholder management process.

From the projects studied it was evident that the main factor for opposing or accept-
ing a construction project was the perception of benefits. If there were no perceived 
benefits, stakeholders would oppose the project even if the perceived negative impacts 
could be viewed as low or reasonable. Thus, there were insufficient trade-offs between 
the negative impacts and the perceived benefits. If no benefits can be presented, the 
stakeholder management process will need to focus on minimising the potential dam-
age that opposing stakeholders can bring to the project. By acknowledging the concerns 
of stakeholders early on in the project life cycle a more active and communicative stake-
holder management process can be achieved. In this way, trade-offs between benefits 
and negative impacts can be found and used to create an opportunity that reduces or 
eliminates potentially damaging conflicts with stakeholders. Even so, the aim should 
be to complete the project according to the requirements of the project owner. A clear 
challenge is then to find the trade-offs that satisfy as many stakeholder concerns as pos-
sible. A thorough stakeholder analysis should provide a basis for forthcoming project 
decisions. One definite source of controversy and conflict is that decisions on a course 
of action for the project were made without analysing the consequences the decision 
would have for external stakeholders. This tends to result in project manager not being 
prepared for the conflicts that could arise, and thus having no plan of how to resolve or 
to handle them.

15.4 Maintaining and increasing acceptance during project 
implementation

How stakeholders perceive risks and benefi ts largely depend on the information given to 
them by those responsible for the construction project. Thus, it is a relevant and rational 
response for stakeholders to question this information. Even if it cannot be proven to have 
been done deliberately, tendencies to overestimate the benefi cial effects and underestimate 
the negative impacts can be seen in the projects studied. If the information given by those 
responsible for the project cannot be trusted by affected stakeholders there is the serious 
prospect of failure in the stakeholder management process. If it is assumed that the informa-
tion given is correct from an objective viewpoint, the level of trust that stakeholders have 
of those responsible for the project will determine how they perceive the accuracy of the 
information. The problem arises that once the information given is perceived to be inaccu-
rate, every effort to improve that information faces the risk of being met by suspicion from 
those stakeholders for whom the information is intended. In this case, a construction project 
manager will end up in a defensive position where any effort to promote his or hers choices 
are met with doubt and mistrust. A communicative process becomes impossible and the con-
struction project manager is faced with defending a rearguard position with the strong likeli-
hood of a poor image for the project and bad publicity.
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In the projects studied, trust was important for the outcome of the stakeholder manage-
ment process. In those projects where the communicative process was non-existent, there 
was strong distrust between those responsible for the project and affected stakeholders. 
Company offi cials are learning that without an open and ongoing communication process, 
they and the community in which they work often approach each other from a standpoint 
of mistrust (Young, 1990). Mistrust on the part of stakeholders may lead to their question-
ing the information given and lead to a perception of negative impacts that are exaggerated 
and different from the reality. The pros and cons of competing scenarios must be expressed 
and evaluated as early as possible in communication with different stakeholders in order to 
select the correct path for the project (Olander and Landin, 2005). Maximising fairness and 
equity, for all stakeholders, in decisions surrounding the construction project will circum-
vent many obstacles created by eroded trust in those responsible for the project (Grimes, 
2000b). Opposition based on perceived negative impacts can be reduced through a commu-
nicative process that begins early on in the project life cycle, giving stakeholders increased 
knowledge and, possibly, some involvement in the decisions that affect their lives and busi-
ness (Connor, 1998).

Failing to recognise or cooperate with adverse stakeholders may well hinder a successful project out-
come. Indeed, strong and vociferous adverse stakeholders can force their particular interest on the 
project manager at some time, perhaps at a time least convenient to the project. Project stakeholder 
management is thus a necessity, allowing the project manager to set the timetable so that he can 
maintain better control (Cleland, 1986).

Some lessons for construction project managers could be learned from the projects studied 
here. In this regard, it is important to investigate all possible alternatives and solutions 
to realise the objectives of the project, not only from the quantitative aspects of technol-
ogy and economy, but also from the more qualitative aspects of potential infl uence from 
stakeholders. It will also be necessary to defi ne clearly all positive and negative arguments 
about the selected alternative in relation to the other alternatives investigated, in order 
to be regarded as trustworthy by those stakeholders who are negatively affected by the 
project. The stakeholders’ base of infl uence is not static and so stakeholder analysis must 
be conducted and updated during the entire life cycle of the project, with the purpose of 
gaining knowledge about the potential infl uence various stakeholders have at different 
stages. Prior to any major decision to proceed into a new phase of the project, there should 
be an analysis of how the decision affects the different stakeholders in order to be proactive 
in the stakeholder management process. Stakeholder management leading to stakeholder 
cooperation enhances project objective achievement, while stakeholder neglect hinders 
it (Cleland, 1986). Failure to consider the wider collection of stakeholders can result in 
extraordinary risks being ignored (Walker, 2000).

15.5 Conclusions

Most stakeholders have no formal power to affect the decision-making process for a con-
struction project. Nonetheless, they often have an informal power that, when exercised, 
can press more powerful stakeholders into changing their position towards a project. A 
poorly executed communication process can urge weak oppositional stakeholders to 
 create a stronger powerbase through the formation of alliances with potentially more 
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powerful stakeholders – those they see as allies. A more proactive stakeholder strategy 
may result in a higher degree of acceptance, and even support, towards the project and its 
implementation thereby decreasing both the probability of a stakeholder group adversely 
affecting project decisions and the impact if they do. In contrast, lack of communication 
may encourage some members of a stakeholder group to organise in active opposition, 
increasing both the probability of their being engaged and their having an impact on the 
project from doing so.

It is important for construction project managers to analyse and acknowledge the concerns of 
different stakeholders and evaluate various scenarios for project implementation with respect to 
this knowledge, thereby raising the prospect of better communication throughout the stakeholder 
management process. The goals and the framework for the project must, however, be clearly 
defi ned. A communicative approach can have the weakness of being too optimistic in overcoming 
signifi cant diversity of stakeholder values and interests. Thus, a stakeholder management process, 
and the communication involved in it, must be conducted with respect to the goals of the project 
and the possible trade-offs with various stakeholder concerns in order to obtain agreements that 
can be realised. In addition, construction project managers must accept that a project cannot be 
implemented without addressing the concerns of those stakeholders who are involved in it. 
Without this understanding, disputes will be stigmatised and confrontational, and the chance of 
achieving a communicative process of confl ict resolution with stakeholders will be negligible.

For suffi cient performance of the stakeholder management process, there needs to be an 
understanding of the complexity of stakeholder infl uences. The impact of stakeholders 
changes throughout the life of the project and depends largely on the perceptions they have 
of the project. The controversies seen in the projects studied are due mainly to miscommu-
nication of impacts and mismanagement of stakeholder concerns. This indicates that con-
struction project managers should acknowledge the stakeholder management process as 
an important task for which adequate resources have to be committed. The objective of the 
stakeholder management process should be to communicate the correct aspects of the project, 
be they good or bad, and to implement the project in such a way that the effects of negative 
impacts are minimised and, if possible, maximise the benefi ts for all stakeholders, or at least 
as many of them as possible.
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16.1 Problem outline

The annual European Union benchmark survey, published on September 20, 2007, in Lisbon, 
confi rmed that once again, Austria leads the online public service league with a nearly per-
fect score, standing out ‘both on sophistication and full on-line availability, with scores of 
99% and 100%, respectively’ (EU, 2007). Austria also leads in providing a legally recognized 
secure electronic identity.

Austrian eGovernment targets include a full implementation of one stop shopping (BKA, 2007). 
A one stop shop is a single contact point for all administrative and organizational procedures 
between citizens, businesses, and public administration units as well as among public administra-
tion units. The communication via only one single interface accelerates administrative processes, 
saves fi nancial resources, and minimizes possible transcription and communication errors, hence 
supporting customers’ satisfaction and improving the business location.

Among others, the actual realization of the one stop shop principle depends on the 
authentication of electronic documents. Austria is the fi rst and up to now single country 
which has solved the legal obstacle of realizing the equal footing of original paper docu-
ments and electronic documents. Electronic archiving of documents in fact comprises:

archiving,
forwarding, and
providing access to

electronic documents which are legally recognized as originals. Implemented primarily in 
the fi eld of eJustice, electronic archives support storage, electronic document transfer within 
courts (or any other public administration unit), and direct communication among lawyers, 
solicitors, or courts’ employees and units. This reduces the courts’ workload, costs, and time, 
and allows for an unbureaucratic data access independent of time and place (BKA, 2006).

In Austria, eGovernment and eJustice, in particular, contribute to an improved stakeholder 
management practice. Here, stakeholder management is understood as identifying stake-
holders and – in a next step – balancing their interests.

The archiving of documents by the Austrian Ministry of Justice is used as a basis to 
demonstrate some benefi ts such as ‘e’-stakeholder management. The following subsec-
tions comprise judicial, technical, and organizational aspects of Austria’s successful 
electronic archiving solution by especially focusing on the multiple stakeholder aspects 
within the general framework. After examining the infl uencing legal  regulations 
on the European Union and Austria in particular, a qualitative content analysis is 
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applied to derive general lessons learnt from the best practice example of ‘Archivium 
Dokumentenarchiv GmbH’.

16.2  Context

The European Union promotes eGovernment by various plans and programs. Amongst oth-
ers, the eEurope 2002 Action Plan prepared for the Lisbon European Council enforces an 
acceleration of setting up an appropriate legal environment; the support of new infrastruc-
ture and services across Europe; efforts by public administrations at all levels to exploit new 
technologies; the promotion of the use of electronic signatures within the public sector; and 
an enhancement of consumer confi dence (CEU, 2000). The succeeding eEurope 2005 program 
further demands interoperable eBusiness solutions for, among others, transactions, security, 
signatures, and standards (EC, 2002). The Interoperable Delivery of European eGovernment 
Services to Public Administrations, Businesses and Citizens (IDABC) program supports, 
among others, effi ciency and collaboration improvements between European public admin-
istration units and reorganization efforts within public administration units (EC, 2004).

Austria reacted to the plans of the European Union by founding the Information and 
Communications Technique (ICT) Board within the Federal Chancellery in June, 2001. The 
ICT Board evaluates strategic proposals, regulates overall aspects in the fi eld of information 
and communication technologies, and coordinates projects at federal, communal, and city 
level, while the federal ministries concerned are responsible for the actual realization of these 
projects (BKA, 2007).

According to Austria’s eGovernment, electronic media shall provide all information to her 
citizens, businesses, and internal public administration units, and shall also support offi cial 
electronic dealings via Web Accessibility Initiative (WAI) guidelines (CEU, 2002). Overall 
guidelines as well as general regulations on electronic signature and data protection are 
included in the Austrian e-Government Act (2004). For specifi c applications, particular laws 
and regulations have been released.

The Austrian Ministry of Justice offers the main fi eld of eGovernment application and is 
indeed a key player in implementing Austria’ ambitious eGovernment targets. This Ministry 
is headed by the Federal Minister of Justice who is also a member of the Federal Government. 
Being the third pillar of the constitutional state besides legislation and administration, jus-
tice is separated from administration at all levels. Hence, the Austrian Ministry of justice is 
mainly responsible for (BMJ, 2008):

The ordinary courts, which are legally established governmental institutions and their 
decisions are made by independent, non-dismissible, irremovable, impartial judges.
The offi ces of public prosecution, which are special authorities separated from the courts’ 
to protect the public interest in criminal cases.
The detention centers which are the competent institutions for the execution of prison 
sentences.
The probation offi ces, which assist persons placed on probation.

In the fi eld of eJustice as a part of eGovernment, the Austrian Ministry of Justice concentrates 
on the automation of some court procedures (BMJ, 2005), electronic legal communication, 
and electronic archiving of original documents (BMJ, 2007). The main areas of application 
are the companies register and the land register. Legal bases are the Gerichtsorganisations
gesetz (GOG, 2006) for regulating court  organization; the Berufsrechtsänderungegesetz für 
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Notare, Rechtsanwälte und Ziviltechniker (BRÄG, 2006); the Signaturgesetz (SigG, 1999); the 
Signaturverordnung (SigV, 2000); Urkundenarchivverordnung (UAV, 2007) and Elektronischer 
Rechtsverkehr (ERV, 2006); and their corresponding directives. Further corresponding regu-
lations are the Federal Act on Provisions Facilitating Electronic Communications with Public 
Bodies(E-Government-Gesetz-E-GovG, 2004), the Rechtsanwaltsordnung (RAO, 2007), and 
the Urkundenarchiv-Richtlinie (2007).

Most of all, the GOG revolutionizes electronic archiving and can be regarded as the pre-
cursor of this practice worldwide. Sections 89 et seqq. of the GOG allows for electronic 
petitions in general and demand predefi ned procedures to be performed electronically in 
particular; referring especially to lawyers and notaries. Further details are to be published 
by the Federal Ministry by specifi c orders. For instance, Section 91b of the GOG calls for 
the Federal Minister of Justice to archives documents that are subject to authentifi cation or 
even notarization. Access to these archives then enables an electronic inspection as well as 
the creation of negotiable electronic documents. Signifi cantly, section 91b subsection 7 states 
that the documents stored electronically in the archives should be regarded as original docu-
ments unless proven otherwise. While the archives themselves are to be kept by the Federal 
Minister, section 91c makes it legitimate for public bodies to establish electronic archives 
in their sphere of action; to be used for communicating with the courts under further judi-
cial orders or authorization. Section 91d subsection 3 permits external service providers to 
implement and administer the databases of the archives, as long as they guarantee for the 
lawful and secure use of data.

The revolutionary aspect of the GOG is the fi rst-time introduction of the so-called ‘original 
fi ction’ wherein the documents stored in an electronic archive have the same legal status as 
the original paper documents, because the electronically stored documents are regarded as 
originals of the documents by law. The authenticity of these documents is proven by lawyers 
and notaries who import the documents into the archive by their secure digital signatures.

16.3 eJustice applications of archives

The long-term, electronic document archives of the Austrian Ministry of Justice can be seen as 
world champions in eJustice and eGovernment. They aim at replacing the multitude of physical 
archives being maintained by individual courts (Zisak, 2007). For an historical overview of eJustice
in Austria and the companies and land register in particular see BMJ (2005).

The basic functions pertaining to these electronic archives are:

administrating offi ces and authorizations
scanning and importing of document images
indexing documents
maximum secure signing and archiving of documents
searching documents for inspection
investigating and downloading of documents by authorized persons
administrating the index of authorized persons
re-registering.

So far, the companies register and the land register have been available to the public since 2005 and 
2006 respectively via the internet; and allow for the exchange of original documents due to the ‘orig-
inal fi ction’ (BMJ, 2006). The necessary secure digital signature is provided by ‘a.trust Gesellschaft 
für Sicherheitssysteme im elektronischen Datenverkehr GmbH’ which is the only accredited 
Austrian certifi cation authority and belongs to a cooperation of Austrian banks, professional 
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representations, and industrial fi rms (a.trust, 2007). The registers are intrinsically tied to the elec-
tronic document archives ‘Archivium Dokumentenarchiv GmbH’ of the Austrian Bar Association 
(OERAK, 2007) and ‘cyberDOC GmbH & Co KG’ of the Austrian Chamber of Civil Law Notaries 
(OENK, 2007). These two professional representations provide the entrance ports to the archives 
for all of about 5500 lawyers and about 500 notaries in Austria who have to bring in all documents 
referring to the companies register or land register in an electronic form.

The ‘Archivium Dokumentenarchiv GmbH’, simply called ‘Archivium’, was founded in 
2006 as a limited company and actually represents a Public Private Partnership project. The 
two partners are the ‘Siemens Austria AG’ (2007) and the Austrian Bar Association via its 100% 
subsidiary ‘RADOK GmbH’ (RADOK, 2007). They each share 50% of the company and each 
nominate one executive director (Archivium, 2007). While the Austrian Bar Association acts as 
public corporation and is therefore allowed to provide an archive service according to section 
89 of the GOG, the private company ‘Siemens Austria AG’ is responsible for the technical and 
organizational solutions. The objective of the company is the implementation and operation of 
a maximum secure, central archive. All Austrian lawyers have to use it after July 2007 for all 
matters regarding the companies register and land register as well as processes in which such 
documents are needed. The lawyers deposit their documents into ‘Archivium’, where their 
digital signatures are stored on the, identifi cation cards. According to section 6 subsection 2 
of the Urkundenarchiv-Richtlinie, corresponding to section 37 subsection 1 no 7 of the RAO 
and section 91c subsection 4 of the GOG, the documents have to be stored for 7 and 30 years, 
respectively; and these periods may be extended once.

‘Archivium’ offers the lawyers the possibility to:

communicate with courts by sending maximum secured attachments
recall documents from the lawyers’ archive
contact other lawyers directly
recall special documents when acting as a liquidator.

There are no fees for recalling documents; but importing and saving documents costs 7€ excl. 
35 cents fi xed charge per document, when stored for 7 years; 15€ excl. 75 cents fi xed charge 
per document, when stored for 30 years.

‘CyberDOC GmbH & Co KG’, further called ‘cyberDOC’, is a Public Private Partnership 
joint venture between the Austrian Chamber of Civil Law Notaries and the Siemens Austria 
AG (cyberDOC, 2007). It serves the Austrian notaries in a similar, however in a slightly dif-
ferent way than ‘Archivium’ the lawyers.

The success of the Austrian’s eJustice efforts have been awarded several prizes, among 
others: by the European Union with the e-Government-Label in 2001 (BMJ, 2005), by the 
Austrian Trade Chambers with the Grand Price of the ‘Amtsmanager Wettbewerb’ in 2006 
for the electronic document archive (BMJ, 2007), by the European Union with the ‘best prac-
tice award’ and with the ‘European e-Government Award’ in 2007, both for the electronic 
archive in cooperation with ‘cyberDOC’ and ‘Archivium’ (IDABC, 2007; Silhavy, 2007). 
Further, ‘Archivium’ won the fi rst prize of the ‘ebiz egovernment’ award of the Federal 
Chancellery for Vienna and the third prize for Austria (Archivium, 2007).

16.4  The stakeholders’ view

The electronic archive did not only cause technological and organizational changes for the 
stakeholders concerned, but also enlarged the number of stakeholders involved in document 
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submission and archiving and improved – or even introduced – their interconnectedness, 
hence propelling stakeholder management. Figure 16.1 summarizes the former traditional 
archival process based on paper documents. Following the conclusion of a contract by a law-
yer or a notary, the paper documents were submitted to the corresponding public adminis-
tration; but at least one original paper document stayed with the submitting party as well as 
the public administration.

It is easy to show that the submission of an archival document manually did  not require 
the comprehensive technical support of the three stakeholders: submitting party, lawyer 
or notary, and public administration. This manual process consumed resources ineffi -
ciently, mostly by manual inputs and rewritings. Beside the high administrative costs, the 
long waiting times involved were not conductive to the submitting parties, especially for 
the economy. Moreover, the traditional archiving of the original documents was expensive 
in the long run, did not support urgent enquiries, and had safety drawbacks.

Figure 16.2 summarizes the new electronic process of document submission and archiv-
ing in a generalized way. The submitting party still hands over paper documents to a lawyer 
or a notary who then transforms these into an electronic document and then forwards it to 
the public administration via the federal data center which again corresponds with the elec-
tronic archive. Authorized internal persons from the public administration as well as external 
persons, i.e., the submitting parties, lawyers and notaries, have access to specifi c documents 
archived. The electronic documents are archived by the electronic archive providers and the 
federal data center.

At fi rst, beside judicial questions, the legislators who introduced electronic archiving mainly 
focussed on effi ciency gains for the public administration. Secondly, their attention was on the 
fi rst-hand appliers, i.e., the lawyers and the notaries as well as those they represent. Public and 
private stakeholders intrinsically profi t from the electronic archive. In case of electronic archiv-
ing in the Austrian way, the parting line between public and private partners is sometimes 
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Figure 16.1 Traditional process of submitting and archiving original documents.
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blurred, as many organizations are privately owned, but act on behalf of the public administra-
tion. In general, the public sector stakeholders involved in electronic archiving comprise the:

Federal Ministries, federal states, communities
Austrian Federal Computing Center
professional representations
persons with internal access authorization
broad public

Private sector stakeholders include:

electronic archive providers
submitting parties
lawyers and notaries
certifi cate authorities and other suppliers
persons with external access authorization
economy as a whole

16.4.1  Public sector stakeholders

a. Federal Ministries, federal states, communities
Through electronic archiving, the public administration of all public bodies most of 

all gains time that has been ineffi ciently used by the manual handling of acts and proce-
dures. Possible concerns that staff might be reduced in the long run seem unfounded as, 
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at least in the Austrian case, clerks in the fi eld of fi nance and justice can now concentrate 
on more enhanced operations, being unburdened by unnecessary routine work. Further, 
the reduction of mistakes (which unavoidably happenned with manual handling) leads 
to a higher customer satisfaction. Also statistically necessary analyses within data protection 
regulations are eased.

b. Austrian Federal Computing Center
The Austrian Federal Computing Center (Bundesrechenzentrum, 2007) is a typical 

Austrian public stakeholder. As the leading IT-service provider of the Austrian pub-
lic administration it offers service-oriented interaction between the public administra-
tion and its customers and operates the commercial register and the land register via 
Portal Service Austria. Hence, the Austrian Federal Computing Center is only indirectly 
involved in electronic archiving; however, it gains in importance and volume of orders. 
In case public administration outsources such computing centers to a private operator, 
the fi nancial benefi ts will increase as well.

c. Professional representations
From a legal point of view, professional representations as quasi-offi cial public part-

ners are only administrators of the archiving systems. However, as central organizations 
they might increase their infl uence towards their members as well as towards public 
administration. In Austria, the Austrian Bar Association and the Austrian Chamber of 
Civil Law Notaries are the professional representations involved so far.

d. Persons with internal access authorization
Public clerks concerned with electronically archived documents might get internal access 

authorization to use the electronic documents for further treatment. Their most impor-
tant advantages are independence of place and time of document search, time savings,
and reduction of routine work.

e. Broad public
Here, the term broad public subsumes all citizens and businesses not yet personally 

concerned with electronic archiving. They profi t by an effi cient administration and cost 
reductions, i.e., more effi cient use of taxes; support of the overall economy; and, most 
important of all, trust in the public administration and eGovernance. The frequent argu-
ment of data abuse can be easily vitiated by the fact that criminal intentions can never 
be totally excluded; however, the technical solutions applied in Austria guarantee sig-
nifi cantly more data safety than the traditional paper documents. From today’s point 
of view, the electronic archives cannot be hacked. Also, illegal drag net investigations of 
public administration are heavily restricted by legal regulations.

16.4.2  Private sector stakeholders

f. Electronic archive providers
The electronic archive providers act on behalf of the public administration. Being 

profi t-oriented, their private owners benefi t from the offi cial fees. Additionally, the pro-
viders offer instruction classes to initially teach lawyers and notaries the correct techni-
cal and organizational application of the systems. At least, successful electronic archives 
are showcases with an excellent reputation with all associated providers and owners.

g. Submitting parties
Documents of private citizens as well as businesses are submitted and archived elec-

tronically. In some cases, they both are charged a negligibly higher fee than for a paper 
submission, however, the advantages of time savings and less administrative efforts out-
weigh this cost.
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h. Lawyers and notaries
Both stakeholder groups, at least partially competitors in Austria, face a new organi-

zation of archiving within their offi ces, changing from paper archiving to electronic 
solutions. Their only requirements are an adequate IT offi ce equipment and, at the very 
beginning, instruction classes.

i. Certifi cate authorities and other suppliers
Like the electronic archive providers, the certifi cate authorities are private organi-

zations working on behalf of the public administration. They profi t by an increased 
demand for certifi cation. Among the other suppliers, software providers for offi ces 
benefi t from an increased demand for new hardware and software for use by law-
yers and notaries.

j. Persons with external access authorization
Like persons with internal access authorization, documents can now be more easily 

treated independent of place and time by persons with external access authorization 
which, again, helps to save time and organizational efforts. Such persons are mainly 
the clients who have mandated their lawyers and notaries to transact their on their 
behalf and have electronically submitted and archived documents obligatorily.

k. Economy
Not to forget the economy as a whole. Due to accelerated processes and the one stop 

shop principle, Austria is an attractive business location for domestic and foreign enter-
prises. The electronic archive helps to reduce the so far previous overly complex admin-
istrative procedures and thereby saves time and money.

16.5  Lessons and benefi ts

The Austrian archiving solution for eJustice is an ideal case study to demonstrate successful 
stakeholder management by innovative eGovernment solutions. Some of the lessons learnt 
out of this experience are:

All stakeholders directly involved in submitting and archiving documents should be involved 
in the judicial, technical, and organizational aspects right from the beginning of a project.

Judicial solutions comprise or at least regard all stakeholder interests and not only focus 
on the (ostensibly) main stakeholders.
Technical solutions should ensure the interoperability of all existing systems.
Organizational solutions should be more effi cient and obviously more simpler than the 
former ones.

Long-term solutions take should priority over fi nancial or/and political short-term 
profi ts and this should also involve the choice of partners for the electronic archive 
organizations.
The instruction classes offered by the electronic archive providers are a major part of the 
systems’ success as the applicants are motivated to use electronic archiving even for acts 
which need not be submitted mandatorily and this reduces possible prejudices and nega-
tive approaches towards electronic solutions.

Managing stakes can yield tremendous advantages to governmental institutions, organiza-
tions, and individuals. The Austrian example discussed above illustrates that stakeholder 
management by eGovernment and eJustice, in particular, leads to win-win situations without 
negative side effects. The electronic archiving system developed in Austria brings the follow-
ing main benefi ts to all stakeholders:
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cost savings
time savings
effi ciency gains
reduction of process tasks
reduction of organizational efforts
consequent reduction of tax use
independence of place and time while depositing or accessing documents
increased data security
increased transparency, leading to a reduction of possible mistakes and misuse

16.6  Conclusion

The benefi ts the electronic archive provides to the large group of stakeholders are obvious; 
they mainly refer to time reductions pertaining submissions as well as cost savings. As the 
ground braking innovation of electronic archiving in Austria has proven to be a success 
story, it is for sure that other countries will follow. This example may help to support succes-
sors in their strive to establish new solutions from a stakeholders’ point of view. One of the 
key factors of success has been the foundation of archivium and cyberDOC as Public Private 
Partnerships which installed a high degree of trust as well as effi ciency at the same time.
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17.1 Confl icts: a behavioural process

It is not unusual that a chapter on confl ict management, which is about, generally speaking, 
helping people or organizations that are in confl ict with each other to deal with their differ-
ences, opens up with this statement (Moore, 1986 cited in Gordon, 1966):

All societies, communities, organizations, and interpersonal relationships experience confl ict at one 
time or another in the process of day-to-day interaction. Confl ict is not necessarily bad, abnormal, 
or dysfunctional; it is a fact of life.

Typically, a confl ict situation results from resource shortage and antagonistic feeling. 
Confl icts may arise between individuals, between groups of individuals and between 
organizations. Confl ict situations between people are subjective, meaning that although 
objective reasons may exist, confl ict only breaks out if those reasons are perceived. Confl icts 
between people may trigger out organizational confl icts for the simple reason that organiza-
tions are (still) governed by people. However, organizational confl icts may have other root 
reasons, for example resource interdependency. A common defi nition of confl ict is a proc-
ess that begins whenever an individual or a group feels negatively affected by another individual or 
group. In other words, people are in confl ict anytime one’s actions obstruct or by any means, make 
other’s performance, less effi cient.

Individual conflicts exist in all human relations and those within the construction 
activity are no exception. Due to the great diversity of people involved in construc-
tion projects and to the enormous variety of situations emerging from the construction 
process, individual conflicts in this activity deserve particular attention. Groton (1997) 
found that conflicts between people in construction arise as a result of poor interpersonal 
skills, inefficient communication, lack of responsiveness and unethical or opportunist behaviour. 
Conflicts of this nature may remain within the individual sphere of people involved or 
build up to the organizations they work for if not adequately handled. This may easily 
develop into organizational conflicts, affecting several organizations participating in a 
construction project.

On the other hand, because organizations act through individuals, then confl ict events 
emanate from key actors within the organizations, due to their different perceptions
on a particular aspect about which they are unable to agree. This applies both to group 
confl icts within an organization (for example, inter-department confl icts within a contrac-
tor’s organization) and to confl icts affecting several organizations working together in a 
construction project (for example, between the owner and the contractor). Beyond people 
issues mentioned above, Groton (1997) suggested two main identifi able group causes for 
organization confl icts: project uncertainty and process problems. Examples of the former 
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are pre-existing conditions and outside forces and of the latter are incomplete project scope 
defi nition and poor performance.

In view of the above, the following defi nition for a confl ict applies: an interaction of 
independent people who acknowledge different objectives, wishes and values in the other part, 
capable of interfering with their own. In this statement, there are three ingredients that 
seem to be present in every confl ict: interdependence, perception (at least by one part) and 
antagonism.

In fact, confl ict has always been present in organizations taking part in construction 
ventures since ancient times. One of the fi rst reported confl ict management practice 
between construction stakeholders took place in Ancient Greece (some authors identify 
the fi rst civil engineer in European history as the Greek Eupalinos, responsible for the 
construction of the Samos island tunnel in the year 550 BC), where, after public inter-
views for selecting the contractor of a new statue or building, citizens were informed 
about actual progress and the cost of the construction project. This and other type of 
measures related to confl ict avoidance tactics were also used in Ancient Rome, where 
construction contracts ought to defi ne technical specifi cations, materials, guarantees or 
payment schedules, in order to adequately distribute risk between the owner and the con-
tractor. Moreover, some confl icts have so deep historical, cultural and political roots that 
they are seeded by unstructured discernment and cannot be managed by the traditional
way (for instance, the resolution of stakeholders’ confl icts resulting from construction 
errors were already a concern in the ancient Hammurabi Code of Laws dated back to 
about the 18th century bc).

The fi rst perception is that a confl ict in construction has negative consequences but it 
may not be the case. Literature generally distinguishes between functional and dysfunc-
tional confl icts. A functional confl ict leads to the improvement of the production process or to
a better outcome than would otherwise be expected. On the other hand, a dysfunctional con-
fl ict prevents progress, has negative effects in production and conducts to poor outcomes. 
The former is positive or productive while the latter is destructive and generally leads to dis-
putes. Additionally, a functional confl ict may lead to or degenerate into a dysfunctional con-
fl ict if inadequately managed.

Generally speaking, construction stakeholders aim at preventing disputes because of 
their possible harsh consequences. Some people will fi ercely try to avoid confl icts because 
of the fear that confl ict escalation will lead to unpredictable effects or retaliation. But there 
are also people who may benefi t from disputes in terms of fi nancial advantages, identity, 
status or power. For those people, a dispute may be viewed as an opportunity to engage 
diverse opinions and ideas from people holding different perspectives on the confl ict 
issue.

The best way for solving confl icts (either individual or institutional) is transforming 
them into problems – or preventing them to evolve from these. The fundamental difference 
between these two concepts is that unlike in confl icts, there is no negative attitude or even 
hostility between parties involved in problems. In a confl ict, there are antagonistic parties 
whereas in a problem there is a set of people working together to reach a solution. For prob-
lem solving, it is paramount that each individual feels he or she is part of the solution, not 
part of the problem.

The fi rst step for confl ict solving is confl ict analysis, encompassing confl ict types and con-
fl ict causes. Although these have broadly been addressed above, root causes for confl icts 
must be further investigated. Additionally, as with any other social course of action, there 
is a confl ict process bringing in results and effects. The following sections present the most 
common types of confl icts between construction stakeholders and explain how they can be 
effectively managed.
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17.2 Types of confl icts in the construction activity

Confl icts vary in terms of their legal, political and institutional framework, economic con-
strains and pressures, people’s culture, social structure, stakeholder interests, technical 
knowledge, environment and history just to name a few infl uencing factors.

Conflicts may involve stakeholders external or internal to the project or a combination 
of those. Conflicts between external stakeholders may be the most difficult to resolve 
because of their diversity and because of the lack of established procedures for tack-
ling most of them. For example, in developed societies, public opinion tends to be more 
opponent than supporter of a construction project encompassing some environmen-
tal impact, although it may respond to a specified public need; on the contrary, in less 
developed or poorer countries, public may be more keen to accept the project if it aims 
at solving important infrastructure needs (transportation, sewage, pipelines, water treat-
ment, etc.).

Confl icts may involve two parties or several parties for the same reason or for a diver-
sity of reasons. For example, a construction project may trigger out confl icts between the 
contractor and the client for lack of quality and excessive cost of the output, between 
the public administration and both the promoter and the contractor for noise impact and 
between the contractor and the site neighbours for lack of parking places on the sur-
rounding area. The fi rst step for adequately managing those confl icts is looking at them 
one by one. Still, a specifi c confl ict may involve several parties from each side. Figure 17.1
shows the confl ict logics between a set of m parties (individuals, institutions, etc.) from 
one side and a set of n opponents from the other side split into m � n confl icts between 
each pair of parties.

In the following subsections, it is assumed that confl icts involving several parties 
may always be broken up in a set of confl icts between two parties taking place at the 
same time.

Conflict
m n

Parties Parties

II

m x n 

Conflict
2 2

Party i�1 Opponent j�1

Conflict
1 1

Opponent jParty i

……… …...……

Figure 17.1 Splitting confl icts among several parties into a set of confl icts between two parties.
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Confl icts may also be categorized in respect of the typology in:

Open confl icts, when it is everyone’s knowledge.
Hidden confl icts, when it is known of some people only.
Latent confl icts, when the confl ict comes to the surface if, and only if, something changes 
the status quo.

With respect to the clearness of possible solutions, confl icts can be defi ned as (Rijsberman, 
1999):

Well defi ned, if they have sharp boundaries and the constraints are well defi ned; typi-
cally, clear solutions to the problem exist.
Fuzzy or ill defi ned, if they have unclear objectives, important variables are not quantifi -
able and the values held by the parties may not be clearly defi ned. As a result, it may be 
very diffi cult to identify feasible solutions.

Actually, confl icts may have facets of both well- and ill-defi ned problems. In broad terms, 
well-defi ned confl icts can be viewed as a subset of ill-defi ned confl icts. The following subsec-
tions point out some solving strategies applicable to different confl ict types.

17.2.1 Confl ict level

The huge diversity of construction confl icts has propelled classifi cation efforts from several 
authors. One of the simplest classifi cation system found in the literature is by level of occur-
rence (Gordon, 1996) distinguishing intra-personal confl icts (within the individual), inter-personal 
(between individuals), intra-grouping (confl ict defl ates in a restricted group), intra-organizational 
(within an organization), inter-group (between different groups) and inter-organizational (between 
organizations).

Intra-personal confl icts obviously exist within construction project teams and construction 
stakeholders’ organizations, as it happens in any organization, because there are people involved. 
These problems aim to be solved through psychology and are not dealt with in this book.

This chapter focuses on inter-group and inter-organizational confl icts because construc-
tion stakeholders (media, authorities, contractors) normally act either as organizations 
or as groups of individuals with the same interests (users, land owners, nearby residents). 
Moreover, inter-personal confl icts may lead to confl icts involving several groups and organi-
zations, therefore deserving attention.

Finally, this chapter will not deal with confl icts taking place within construction stake-
holder groups and organizations unless they are construction specifi c. If this is not the case, 
current approaches for confl ict settlement apply and are not treated here. However, intra-
group and intra-organizational confl icts may lead to confl icts involving several groups and 
organizations therefore deserving attention as well.

17.2.2 Confl ict causes

Inter-personal confl ict causes are diverse. Generally speaking, subjective causes for confl icts 
exist when someone recognizes interference on his or her individual sphere. The individual 
sphere is a set of tangible and intangible values which we claim the right to detain. Examples 
of the former are capital assets, property issues like cars or houses and examples of the latter 
are safety, comfort, pride, time or recognition from the others.
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Published literature on the topic seems to agree on four main causes for inter-group and 
inter-organizational confl icts:

Cognitive confl icts, resulting from different evaluation of empirical data or facts, given 
that parties interpret, combine or deduce different conclusions from the same basic ele-
ments. In most cases, it may be realized that data available is insuffi cient or facts not clear 
enough to properly assess a situation. This can be resolved by the technical team through 
additional studies to clarify facts or to obtain additional and more reliable data. And this 
may contribute for changing the confl ict situation into a structured problem.
Confl icts of objectives or interests, applicable to sharing benefi ts, rejecting negative con-
sequences of something, fi nancing external costs or allocating disposable resources. These 
confl icts ought to be solved through sound confl ict management techniques.
Normative confl icts, resulting from divergences about values, behaviours and norms 
that should prevail in socially adequate conducts. Root causes for these confl icts are ethi-
cal and moral principles that are not negotiable. The best approach to this situation is by 
reformulating the confl icting issue in order to transform it in a confl ict of interests.
Confl icts of relationships are caused by personality or behaviour of stakeholders’ repre-
sentatives. These can normally be solved either by negotiation or, when the confl ict has 
raised over, through mediation by an independent third party.

A more restrictive taxonomy of confl ict causes includes confl icts of objectives or interests 
into cognitive confl icts and merges normative confl icts and confl icts of relationships into a 
single cause class:

Cognitive confl icts, normally task-oriented and focused on differences of judgement 
about data or facts and on the way to achieve objectives.
Affective or socio-emotive confl icts relating to personality differences, irritability, fric-
tions and animosity, and tend to be more dysfunctional and less constructive.

17.2.3 Confl ict object

Another way of differentiating confl icts is by object, or basic core (prime matter) of the 
dispute. Accordingly, the following apply to inter-group and inter-organizational confl icts:

Confl icts over objectives, needs or interests, when one party perceives that its needs, 
concerns or objectives are incompatible with the other party’s.
Confl icts over processes arise when people, groups, organizations or institutions use dif-
ferent approaches for solving the same problems.
Structural confl icts occur due to the way society is structured in terms of social, legal, 
economical and cultural arrangements, and the relative position and power of each stake-
holder within that social order.

17.2.4 Confl ict life cycle

In a construction project, confl icts may occur in one stage and evolve to the next. In fact, a 
confl ict is a dynamic phenomenon with a specifi c life cycle, like any construction product. 
According to some authors (Groton, 1997), there are generally four stages in every confl ict: 
fi rst, confl ict progresses from initiation to escalation, then to controlled maintenance, abate-
ment and fi nally to termination/resolution (Figure 17.2).
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For each one of these stages, there is an appropriate management approach:

Potential or dormant confl icts: develop power matrix and incorporate needs/interests.
Erupting confl ict, with positions being developed: range the options, depending on the 
confl ict nature and the relationships among parties.
Evolving confl ict:

 – Towards litigation: use third party assistance (mediation or arbitration).
 – Towards resolution/abatement: no assistance or facilitation may be needed.

Resolved confl icts: depends on the situation.

Because construction is an interactive process involving several people, with different 
needs and perceptions during a long time, it is plausible that all types of confl icts may occur. 
This justifi es the need for an adequate management approach for dealing with confl icts in 
construction. Table 17.1 summarizes the confl ict classifi cation described above.

17.3 Construction stakeholders and potential confl icts

Project stakeholders are persons, groups or organizations having any interest in the project 
and who may infl uence the project planning, design, implementation and future use. 
Although all projects have its set of different stakeholders, some common classifi cation of 
stakeholders may be established:

Key stakeholders like the project owner, suppliers, performing organizations, the project 
management team and others depending on the project.
Internal stakeholders, directly participating in the project.
External stakeholders comprehending people affected by the project, interested parties 
and statutory authorities.

According to Olander (2003), the stakeholders depicted in Figure 17.3 may be found in a 
construction project.

Identifying potential confl icts between project stakeholders is an important step towards 
confl ict anticipation and confl ict management. Therefore, once project stakeholders are 

●

●

●

●

●

●

●

Time 

Conflict level

Residual conflict Escalation 

Maintenance 

Abatement 

Figure 17.2 Confl ict life cycle.

(Source: Adapted from Groton, 1997)



292  Construction Stakeholder Management

Real estate
owners

Costumer
user

Financiers
creditors

Project
Manag.
team

Employees

Client
organization

Project
owner

Contractor
designer

Construction
Project

Resources 

Interest
groups

General
public

Local
communities

Media 

Trade and
industry

Nearby
residents

Social and
professional
organizations

Environmentalists 

Local and
national

authorities

Political
organizations 

Figure 17.3 Construction project stakeholders.

(Source: Adapted from Olander, 2003)

Table 17.1 Classifi cation of confl icts
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 recognized, the next stage is to assess their needs and expectations in relation to the project 
and the confl icts each stakeholder may possibly become involved in. This depends on:

the stakeholder (power/interest);
the type of project (public/private, building/road/industrial);
the stage of the construction process (design/implementation/use).

17.3.1 Stakeholder power

Solving confl icting interests between stakeholders must take into account their relative infl uence 
on the implementation of the project. Mapping the power and the interest of stakeholders is an 
interesting technique for this purpose. Figure 17.4 shows the power/interest matrix (Johnson 
and Scholes, 1999), which aims to answer the following questions:

How interested is each stakeholder on the project decisions?
Are they willing to interfere?
Do they have enough power to act?

17.3.2 Key stakeholders

Key stakeholders are the main players in the project, holding high power to infl uence 
the project and high level of interest in it. Main players are more likely than any other 
stakeholders to create diffi culties in solving confl icts if their needs are not attended. Keep-
informed stakeholders have great interest in the project (land owners, nearby residents, 
public in general, groups of interests, environmental bodies) and may be severe opponents 
to it but have limited power to infl uence project decisions. Keep-satisfi ed stakeholders, on 
the contrary, hold high power to infl uence the project decisions (investors, authorities, leg-
islative bodies, investors, media), but are often passive, meaning that confl icts with them 
may be avoided if they feel happy with the implementation of the project. The last set of 
stakeholders is the minimal effort group, who have low interest in the project, therefore 
raising few confl icts, and are not able to have a great impact on the decisions (trade and 
industry, for instance). It is worth noting however that the examples given above between 
brackets correspond to typical stakeholder positions in mainstream construction projects 
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but they may assume other positions sometimes. For example, an environmental body 
may easily become a key player in a sensitive project.

17.3.3 Confl icts between external stakeholders

Real estate owners

These are people affected by land acquisition for implementing the project. The intensity of 
confl icts involving real estate owners depends on whether the project is private or public, 
and if it is implemented in an urban area or in a rural area.

In a private project, real estate owners may be normally included in the ‘keep satisfi ed’ group, 
because the development of the project depends on the successful negotiations with land owners.

In the case of a public project, the project promoter may get the land either by common agree-
ment with the land owners or through an expropriation process. In either case, both parties aim 
to reach fair and timely compensation for the land but the perception of each party on the mean-
ing of this may prompt a confl icting situation. The former approach is more straightforward 
than the second, therefore some reduction on confl ict intensity may be achieved if this option is 
invoked by one party while negotiating a common agreement with the other party. This strategy 
particularly applies to buildings or parcels of land that do not directly affect the home or the 
livelihood of people, in which case other aspects than money and time may prevail. Sometimes, 
only by fi nding an alternative home with equivalent location or alternative farming with similar 
conditions (such as access and water) contributes for decreasing confl ict intensity with families 
affected. But obviously, this will also depend on the solvency of people concerned.

Public in general

Public in general may be affected by the project and because of that may be considered an 
external stakeholder. Any project has positive and negative externalities mostly coming about 
during the construction and the utilization stages.

Some of these externalities are environmental impacts and may be related to the construction 
stage, to the utilization stage or to both of them. In some countries, it is mandatory to develop an 
EIA (Environment Impact Assessment) for large projects like roads, bridges and shopping malls. 
The EIA often addresses the utilization stage of those projects and sometimes the construction 
phase as well if the site is expected to create signifi cant impacts (in a dam project, for example). 
One of the steps of the EIA is the public consultation process, where an accurate identifi cation of 
stakeholders and the presentation of their concerns and expectations should be considered.

Although in a smaller scale, the construction stage of any project may cause relevant envi-
ronmental impacts, for example dust, mud, ruined accesses, long traffi c deviations, noise, 
risk of injury while crossing the site, damages to private property, etc.

Externalities should always be considered before construction commences and preferably at 
the pre-design stage where all the negative and positive impacts of possible solutions should 
be addressed and compared, including the zero option (doing nothing). This is essential for 
avoiding confl icts. Additionally, there are cases where public participation adds signifi cant 
value to the project. For example, in a public transportation project, different solutions may be 
proposed to the people affected by the project. Because of their knowledge about the project 
location, their suggestions may be advantageously considered and possibly adopted at the 
design phase if they prove technically feasible, therefore avoiding future confl icts.

Public in general includes real estate owners, nearby residents, local communities and so 
on, each of those may be viewed as an independent subcategory of stakeholders. Nearby 
residents are people living or working close to the project and expect receiving informa-
tion about construction evolution, respect for their daily life and that everything on site is 
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being done, to solve and minimize the problems. The difference for local communities is that 
these are organized, include small businesses and can be categorized (for instance, a spe-
cifi c neighbourhood). Normally, local communities are organized and have their own rep-
resentatives to whom the construction project should be fi rst explained and communication 
directed. If the local community is affected by the project, there will be the risk of potential 
confl icts, if that is not regarded in the project decision process.

Local trade and industry

Local trade and industry are usually considered independent stakeholders from the general 
public because they may be affected by different project externalities. Trade and industry are 
businesses of several kinds (small manufacturing activities, restaurants, shops, etc.) that may 
be positively or negatively affected by the project. For example, they may possibly benefi t 
from a new infrastructure project (improved communications) or loose clients to a new shop-
ping mall (reduced attractiveness).

Building up the project may have similar impacts. For example, local restaurants may pos-
sibly gain new clients (working on or visiting the site) or loose used to be clients (because of 
traffi c deviation). In order to properly manage these potential confl icts, negotiated solutions 
with trade and industry representatives must be found, for instance through the betterment 
of local facilities or by compensating expected profi t decrease.

Environmentalists

Like other Non Governmental Organizations, environmentalists have the power to infl uence 
project decisions, as their aim is to alert the public opinion to the negative project consequences 
to the environment. Confl icts can arise if the project management team neglects or detracts their 
views with poor structured arguments. For a project where the EIA is not compulsory but for 
which environmental impacts are claimed, it is adequate to conduct a consultation process to the 
active environmentalists and to negotiate alternative project solutions although not compromis-
ing the main objectives of the project.

Local and national authorities

These are very important stakeholders because they have the power to infl uence project deci-
sions by issuing fi nal approvals on the project. These stakeholders are ruled by civil servants and 
politicians (mayor, minister, secretary of state, directors, etc.), therefore project conformance with 
rules and regulations partially depends on their interpretation on those rules and regulations 
and on the directives they must comply with in order to sustain strategic political decisions.

Confl ict avoidance with these stakeholders is decisive for the project success, and may be 
achieved by maintaining informal contacts with them in all stages of project development. 
This is particularly important during the design phase and the pre-construction phase of 
the project in order to anticipate their decisions.

Media

According to some authors, media may not actually be considered a stakeholder as they have 
no stake in the project. However, media can have a decisive power and capability of infl uenc-
ing other stakeholders in the project decision process. Furthermore, it is common that some 
stakeholders use the media for infl uencing other stakeholders’ decisions on the project (for 
example, politicians or national authorities relevant to the project approval or rejection). 
Taking into account the power of media, confl icts should be avoided through the implemen-
tation of adequate communication.
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Political organizations and interest groups

Especially for large public projects, it is crucial that the main political parties converge 
on the project aims, the main technical solutions and the sources of funding. In recent 
years, interest groups have taken the lead in some projects but political organizations still 
hold signifi cant power to infl uence decisions on projects holding regional and national 
relevance.

Interest groups are also called lobby groups and may act both locally and nationally as pro-
ponents or opponents to a project. Interest groups can be formed in many different ways and 
have different power to infl uence project decisions. Normally, they act in the pre-construction 
phase of the project, with the aim of conducting the process to fi t their interests of location, 
dimension, accessibility or user facilities.

Confl icts arise when the decisions are opposite to the interests of the above stakeholders. 
They may then attempt to use their power and political infl uence, to discredit the decision 
and eventually change it according to their interests.

As for large private projects, the support from political parties and interest groups may avoid 
strategic opposition to the necessary approvals during the design and pre-construction phase. 
On the contrary, their opposition may lead to major diffi culties for conducting the project, cause 
delays and possibly lead to the project abortion.

One particular way of reducing confl icts with these stakeholders is to carefully sustain the 
decisions with sound technical background, to present them truly and clearly and to personally 
interact with the relevant actors in order to better explain them.

Social and professional organizations

Trade unions are examples of social organizations that may have some infl uence on the 
project. They may act as supporters during the feasibility phase of the project, help during 
the design phase and infl uence political decisions during the pre-construction phase (trade 
associations, for example). But they may also act as project opponents during the construc-
tion stage if site impacts are signifi cant or site conditions are not acceptable for workers 
(trade unions, for example).

Managing confl icts with these stakeholders during the design and pre-construction stages 
is similar to the described above for other similar organizations. Confl icts arising due to poor 
work conditions on site, low wages and excessive extra-working hours can be avoided or mini-
mized if the project management team keeps regular meetings with worker representatives in 
order to understand their concerns and explain the decisions that affect workers’ salary and 
safety conditions.

17.4 Confl icts between internal stakeholders

Unlike external stakeholders, internal stakeholders to construction projects are usually tied 
by mutual contract arrangements, whereby rights and duties of the parties are set, as well as 
the risks each party ought to bear and if these can be insured. Additionally, contracts usually 
establish the resolution procedures of confl icts possibly arising from their relationships.

Project owner

The owner is the most relevant project stakeholder and is mostly affected by the project suc-
cess. Accordingly, the owner is expected to develop all the necessary efforts to avoid project 
confl icts or, at least, to minimize them to a controllable level, by using adequate confl ict 
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management techniques. The owner may also play the role of sponsor, promoter and client 
for the other project stakeholders.

Confl icts may start at the owner organization. Especially in public entities, some inter-
nal opposition to a particular project may arise, due to either resource dispute or confl ict-
ing approaches on investment priorities between different sectors. These confl icts should 
be adequately managed by using sound decision criteria, adequate diffusion of needs and 
expected benefi ts for end-users and previous alternative solutions under scrutiny.

Costumers and end-users

The ultimate reason to launch a construction project obviously depends on the needs of these 
stakeholders (either assigned or not, either directly or indirectly), thus evidencing their impor-
tance. For private investments (houses, offi ces, stores), needs are usually evaluated through 
market research techniques. The costumer is the end-user of the facility and who directly pays 
for it (either by purchase or rental in its multiple forms). For public projects, however, the end-
user may not directly pay for the facility (as in public concessions) but indirectly through taxes. 
Accordingly, end-users’ needs should be properly identifi ed during the conception and the 
design phase, in order to avoid confl icts during construction, due to mistaking their expectations.

Financiers and creditors

Financing institutions need to ensure the return of investment and adequate profi tability if the 
funds are private, and the achievement of the project goals of scope, time, cost and quality, if
the funds are public. If project costs escalate, incomes may reduce or the project profi tability 
may be at risk, therefore fi nanciers may stop capital allocation or creditors may claim for the 
payment of debts, therefore endangering the project conclusion. This evidences their impor-
tance as project stakeholders. Adequately managing internal confl icts implicates accurate and 
permanent monitoring of the project’s cash fl ow, as well as the use of risk analysis techniques in 
order to ensure alternative solutions if, for instance, the planned revenues are not achievable.

Designers, suppliers, contractors and subcontractors

This group of stakeholders contributes with products and services to the implementation of 
the project. Before construction begins, the designer is the most important stakeholder, while 
afterwards the contractor becomes the most relevant. Depending on the type of delivery, pro-
curement process, distribution of risk chosen by the project owner and the type of contract 
arrangement (traditional, cost plus, construction management, etc.), confl icts may be more or 
less manageable and more or less contained.

Confl icts between the contractor and the client frequently arise from different site condi-
tions, change orders, delays, suspension of works, defective contract documents, among 
others. Normally, confl ict resolution procedures are disposed in contractual documents, 
and, depending on different legal systems, they ought to include direct negotiation, media-
tion, adjudication boards, dispute review boards, etc. The main measures to avoid confl icts 
must be implemented in the design and the pre-construction stages, as they are focused on 
improving the quality of contract documents and include, for instance, geotechnical base-
line reports, constructability reviews and partnering approaches.

Employees

Employees of any stakeholder organization can obstacle the project success, if they are 
not suffi ciently motivated by the project, or if they have any kind of confl ict within their 
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employer (salary, promotions, work conditions, etc). This type of confl icts often arise, 
through strikes, organized meetings or written claims to the board of directors, and should 
be tackled by the Human Resources Department of the organization concerned.

Project management team

The project management team is the instrument used by the project owner to achieve the project 
goals and objectives. In order to meet all the specifi cations and requirements established for the 
project, the team should hold suffi cient empowerment and embrace all necessary competences. 
Confl icts frequently emerge from different views and perspectives on the assignment of respon-
sibilities and emergent relationships. These should be properly established prior to the beginning 
of the project, through responsibility matrixes and adequate communication channels.

17.5 Relationships between stakeholders

Depending on the way they react to confl ict situations the relationships among stakeholders 
identifi ed above can be classifi ed as unitary, pluralist, or coercive (Rijsberman, 1999):

A unitary relationship refers to confl icts where a (probably small) number of stakehold-
ers have similar values, and the parties to the confl ict are likely to agree on objectives, but 
may still have confl icts of interest.
In a pluralist situation, stakeholders do not agree or do not share each other’s value sys-
tems, neither one of the stakeholders dominates, even though parties ought to reach com-
promises on objectives and values.
A coercive relationship among stakeholders describes a situation in which parties do not 
share a common value system, but one of the stakeholders is powerful enough to make its 
own value system dominant (and coerce the other stakeholders to accept it).

The relationships established between stakeholders and the balance of power among parties 
is an important issue in every confl ict. Actually, those relationships can range from a basic agree-
ment on objectives, but confl icting interests, to situations where one of the stakeholders is power-
ful enough to coerce the other to acquiesce to them. For that reason, and, as will be seen further
in this chapter, alternative resolution methods like mediation or arbitration are more effective 
when biased or unbalanced power is present because the most powerful party tries to force its 
reason.

17.6 Confl ict management

International literature essentially deals with confl icts in construction under the following 
approaches:

by analyzing confl icts between the client and the contractor (particularly under tradi-
tional contract arrangements), usually by adequately managing construction claims;
by identifying possible confl icts with external stakeholders (this being an undesirable 
phenomenon to be reduced and ideally eliminated from the construction process) through 
understanding and mitigating their underlying causes.
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The effi cacy of the preventive approach predominating in the construction industry has 
been challenged by those who consider confl ict inevitability and view the problem in the 
way it is managed rather than in its existence. Therefore, the trend nowadays is developing 
effi cient confl ict management approaches, rather than minimizing possible confl ict sources. 
Furthermore, confl icts may lead to the best possible solution to the problems under discus-
sion and become an opportunity for organizational learning, creativity and fulfi lment of 
organizational and individual potential (Hughes, 1994).

Actually, the goal of confl ict management is not to avoid confl icts, but to develop the skills 
and methods to help confl icting people, groups or organizations in confl ict, to express their 
differences and solve their problems in a collaborative and constructive way. Therefore, it is 
essential that confl icting stakeholders are fully involved in the resolution process as a way 
of developing effective methods for dealing with their differences. Moreover, disputes may 
result in litigation which instead of being fair and equitable, may not be the best solution for 
all confl icting parties. Avoiding this outbreak is one of the most decisive reasons for imple-
menting confl ict management techniques.

The classical approach for successful confl ict management maximizes the integrative 
function of the two parties in confl ict (the win–win approach) although it ignores the conse-
quences of the solution for third parties affected by the dispute. However, the correct frame-
work for confl ict management should also take into account the maximization of outcomes 
for all the other stakeholders, through a utility function like (Wall and Callister, 1995):

Max Y � a � b1x1 � b2x2 � b3x3 � ….. � bnxn � bn�1x1x2 � bn�2x1x3 � ..., eq. (17.1)

where
x1 – utility to disputant 1
x2 – utility to disputant 2
x3, . . . xn – utility to third parties affected by the dispute between 1 and 2.

Additionally, adequate confl ict management techniques should not just maximize all par-
ties’ outcomes, but also increment relationships between them, as a way for reducing future 
disputes (this assignment is represented by the term bn�1x1x2) and to increase the joint utility 
represented by the above function.

The assessment of confl ict between stakeholders in construction projects depends on four 
essential factors, the fi rst three of them being endogenous to the confl ict and the last exog-
enous (describing the surrounding context):

the type/power, characterization and relationships of the stakeholders (internal, external, 
authority/public/contractor);
the stage of the construction project cycle (pre-contractual, execution, exploration);
the type, nature and stage of the confl ict (behaviour, data, needs, values, latent, potential, 
processes, etc.);
the legal and institutional context of the project (public, private, environmental, transpor-
tation, developmental, etc.).

The success of confl ict management depends on the adequate interaction of the above factors 
through six basic steps (see Figure 17.5):

1. identifi cation of the threat, type, stage and dimensions of confl ict;
2. identifi cation of underlying facts, perceptions, social needs and cause effect relationships;
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3. identifi cation of all stakeholders, their interests, powers, fears and needs;
4. involvement of all recognized parties in the management process;
5. identifi cation of suitable confl ict management resolution strategy and choice of 

guidelines;
6. application of chosen resolution strategy and guidelines;
7. measuring the success of confl ict management.

One of the most important phases of this process is the stakeholder analysis. This is used 
to identify, assess the importance and anticipate the infl uence (either positive or negative), 
that each stakeholder will have on the project. The results of this analysis are used to develop 
strategies for supporting effective confl ict management procedures, by minimizing possible 
confl icts and reducing obstacles to its successful implementation.

The stakeholder analysis may be done by using the example matrix of Table 17.2, where 
the cells are fi lled with quantitative indicators.

17.7 Resolution of disputes between internal stakeholders

Parties to a dispute must fi rst decide whether to seek resolution to a confl ict through a non-
consensual process, like litigation or arbitration, or through more collaborative means like 
direct negotiation or confl ict prevention techniques.

Once the decision has been taken, the parties must choose which approach to employ, 
since there is no methodology that will be effective in all cases, and indeed more than one 
may be used. The circumstances, confl ict assessment and therefore the obstacles to agreement 
vary from one case to another. Disputes may involve many parties or only a few; the prob-
lem may be more or less urgent; the emotional investment and the power of the stakehold-
ers may vary; the public interest may or may not be at stake and the factors involved may
be well understood or more uncertain. Gaining expertise in confl ict management includes 
learning about the specifi c advantages and disadvantages of the various strategies, and 
assessing which one is best for addressing a particular confl ict situation.

Confl ict resolution techniques may be viewed as a set of approaches ranging from those 
in which all initiatives and authority remain within the parties in confl ict to those in which 
there is a strong intervention from a third party. On the other hand, although considerable 
differences may exist from one approach to the other, they may also overlap. Moving from 
the least to the most directive, most approaches will involve some element of relationships 
(direct negotiation), procedural assistance, substantive assistance, advisory non-binding 
assistance (mediation) and binding assistance as well (arbitration).

Table 17.2 Stakeholder analysis matrix

Stakeholder
Power analysis Importance/interest Confl ict/impact

Source Level Cooperation Importance Interests Affect Way Details

Nearby 
resident

Votes/
meetings

Medium Good Medium High Directly Positively
Reduce 
distance

Commercial 
owner

Pressing 
authorities

Low Weak Low Low Indirectly Negatively
Reducing 
incomes

 . . . ..  . . .  . . .  . . . .  . . .  . . . .  . . .  . . .  . . . 
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The use of confl ict prevention does not imply that confl icts between parties will not 
prevail. Similarly, the use of third party aid like arbitration does not imply that it will be
less effective than the personal efforts of arbitrator to get the parties to cooperate as much as 
possible. When neutral parties play, the results will depend on the qualities and experience 
of the person or persons chosen. This implies that the selection of a confl ict resolution tech-
nique is not independent from the external party involved.

17.7.1 Abandonment

Dispute resolution generally assumes that some pathway will be followed towards a 
settlement or acceptable decision. However, during the process, one party may pos-
sibly decide to discontinue with the dispute. Although they may not be considered 
dispute resolution techniques, avoidance or abandonment by one party are possible
dispute actions and are quite frequent in construction. Reasons for this are diverse, includ-
ing low expectations on positive results, lack of funds to pursue, commercial reasons, lack 
of assertiveness or passivity.

Avoidance, on the other hand, is normally structured as a procedure. Generally speaking, 
the best way to avoid confl icts and disputes with stakeholders is to promote dialogue. This 
assumption is refl ected on the processes for dispute resolution between internal stakeholders 
as can be seen below.

Although abandonment always derives from the voluntary or involuntary decision of one 
side, avoidance is often induced by the nature of construction stockholder’s procurement 
relationships. More specifi cally, contract forms have been developed in several European 
countries as a means to avoiding disputes between parties involved in construction contracts 
(and as a pathfi nder for dispute resolution, as well). In some cases, the role of avoiding con-
fl icts is assigned to one stakeholder. An example of this is the certifi cation process carried out 
by the contract administrator or the project manager in most contract arrangements: although 
being a client agent, he or she is expected to fairly assess the amounts payable to the contrac-
tor by balancing its possible optimistic demands with the potentially restrictive views of the 
owner.

17.7.2 Negotiation

Negotiation is possibly the most common and inexpensive form of dispute resolution in con-
struction, whereby the control of the dispute process remains within the parties involved. In 
order to achieve a good negotiated settlement for a confl ict, four characteristics should be 
met: fairness, effi ciency, wisdom and stability.

With the implementation of these type of measures, confl ict resolution probably drives 
from win–lose situations to win–gain solutions, where all participants try to fi nd new 
ways to reach their goals, and, at the same time, meet the goals of the opponents. In this 
process, parties may act by their own as in direct negotiation or may introduce an advisor 
or a facilitator.

The graph of Figure 17.6 shows the fi ve common confl ict handling styles that may be 
found during stakeholders’ negotiation, in relation to individual or mutual satisfaction 
(Thomas, 1992; Loosemore et al., 2000). Essentially, two main approaches may be identifi ed in 
Figure 17.6: competitive and cooperative.

Competitive negotiation applies when the party using it is insensible (or, at least, partially 
insensitive) to the needs and wishes of the other party. In this case, the insensitive party will 
do anything to get concessions, irrespective of the costs implied to the other party.
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In order to achieve this, a variety of tactics may be employed that may be divided into the 
following three categories (Meltsner and Schrag, 1973):

Positional tactics, aim at providing some form of advantage over the other party or at 
placing the other party at a psychological disadvantage. Examples of this are insisting that 
meetings take place at a place you may feel more comfortable than your opponent or try-
ing to outnumber the number of participants of the other side for some functional reason.
Initial tactics are used in order to try to achieve a favourable bargaining position from the 
start. Examples are to place your major demand fi rst in the agenda or to start the negotia-
tion with a higher demand than you really expect to obtain.
A range of general tactics may also be used, the most common of which are: fl attering, 
persuasion, promises or threats and irreversible decisions.

Cooperative negotiation is sometimes called win/win negotiation and as the name sug-
gests pre-empts a very different approach from the competitive negotiation. According to 
Fisher and Ury (1991), there are fi ve basic elements to this approach:

Separate people from the problem: The opponent should be regarded not as someone you 
do not like and wishing to cause damage to you personally but as someone with whom 
you will have the chance of solving a problem through a mutual advantageous solution. 
Accordingly, negotiators should focus on the problem rather than in each others.
Focus on interests not on positions: In an organization, interests are what really matters for 
problem solving not the victory of your position on the problem. Accordingly, negotiators 
should focus on the reasons for their demands.
Generate options for mutual gains: Generally, it is better for you to fi nd ways of increasing 
mutual benefi ts than to discuss with your opponent how to share it. Competitive negotia-
tors will seek to obtain as much as possible during the negotiation process.
Insist on using objective criteria: If criteria used during a negotiation process are validated 
by all parties involved, then chances will increase of getting a good agreement. Win/
win negotiators will adopt mutual recognized criteria to measure the outcome of their 
bargain.
Consider the best alternative to a negotiated agreement: Negotiators should evaluate the conse-
quences of not reaching an agreement through the negotiation process they are carrying.
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Cooperative
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Avoiding
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Compromising 

Figure 17.6 Confl ict management styles.

(Source: Adapted from Thomas, 1992)
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Clearly, the cooperative approach assumes confl ict resolution through problem solving 
but some authors claim that this is not always possible. Arguably, ultimate hard negotia-
tion tends to occur in every confl ict-resolution process; this placing a competitive negotia-
tor in a better position to win over a cooperative negotiator and not the contrary. However,  
Fisher and Ury (1991) contradict this view and state that it is possible to bring a competi-
tive negotiator to a problem-solving negotiation by using the following fi ve step approach:

1. Avoid attacking the other side and assume the position of an objective onlooker.
2. Listen and acknowledge the other side’s point of view and agree whenever possible.
3. Direct the other’s attention to the problem of meeting each side’s interests.
4. Build on the other side’s ideas in order to make it easy and convenient for him or her to agree.
5. Make it hard for the other to say no.

The negotiation process normally starts with an initial meeting where participants estab-
lish the game rules, get acquainted to each other’s initial position and attitude, highlight 
main areas of agreement and disagreement and settle what type of records or data will be 
accepted.

According to the same authors, the negotiation process should be conducted as follows:

Establish commonly accepted facts.

Separate people from problems.

Base your position in principles, even if your opponent tries to make it personal.

Stress equality principles.

Ask questions instead of making statements.

Explore the principles of the other side.

Listen, rephrase and clarify your points.

Do not decide at once but give yourself time to think about the problem and to prepare 
a reply.

Expose your reasons before proposing.

Show your proposition as a fair solution.

Present your views on the consequences of reaching an agreement or otherwise.

Give the other side a chance of infl uencing the outcome of the negotiation process.

End up negotiation conciliatorily even if you do not completely feel it.

17.7.3 Mediation and conciliation

Mediation and conciliation is an ancient dispute resolution process that originated from China 
some 3000 years but its widespread use in construction is much more recent dating from the 
middle years of the last century. Mediation may be viewed as a negotiation process between 
disputing parties carried out with the help of a neutral and independent third party. It is 
essentially an informal process by which parties seek assistance from an independent consult-
ant for solving their dispute. Therefore, the fundamental role of the mediator is to facilitate 
the decision making of the parties involved in the dispute. This is achieved by impartially 
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advising and consulting them, helping the parties to understand their own and their oppo-
nent’s position better, exploring alternative solutions and so forth. Accordingly, the mediator 
may act not just as an advisor but as a manager of the dispute process. Conciliation has been 
used quite interchangeably with mediation but tends to mean a more proactive attitude in 
some instances. In practice, the process of mediation or conciliation may be more facilitative 
or more evaluative depending on whether the consultant merely tries to aid communications 
between parties or if he or she comments on the subject matter and makes recommendations 
towards the outcome.

Three stages of the mediation process are usually identifi ed in the literature, namely: pre-
mediation, mediation and post-mediation.

Pre-mediation corresponds to the preparation of the mediation process and includes the 
initial inquiry, procuring and contracting the mediator, preliminary preparations and fi rst 
communications among parties (Brown and Marriot, 1993). The initial inquiry aims at agree-
ing on the process itself which may involve explanation and persuasion of the opponent 
parties. The procurement of the mediator is an important step towards mediation success 
because all parties must be convicted of the confi dential, impartial, unprejudiced and legal 
nature of his or her performance. On the other hand, the mediation contract should establish 
the costs and the schedule of the process. Immediately after appointment, the mediator will 
become a party in the dispute process and as such should launch communications among 
parties and clarify their positions on the dispute. This may involve obtaining written sum-
maries and supporting documents from each side for consideration.

Proper mediation involves, in the fi rst place, meeting the parties and listening to their 
positions. Private meetings between the mediator and each party may be necessay, in order 
to build mutual confi dence relationships, clarify some issues, identify needs and expectations 
and potential settlement options of each side, and so forth. These meetings are essentially 
consultative, not binding and are sometimes called caucus. In this process, the mediator may 
need to conduct several meetings with the parties, ask for advice from an expert or consult-
ant, overcome impasse situations if they occur, etc. In the scope of this, he or she may per-
form more facilitative or more proactive of the ongoing negotiation. Finally, the mediator will 
record the agreements reached.

If agreements are met through the mediation process, then post-mediation is about their 
practical implementation. Otherwise, post-mediation will be the preparation for other forms 
of settling the dispute. However, it must be noted that successful mediation does not neces-
sarily mean full agreement between sides nor the mediator should raise so high the expec-
tations at the start. After mediation, the parties may have gained better insights into their 
dispute or may have limited the disputing issues thereby narrowing the fi eld between them, 
and leading to a positive result.

In view of the above, the skills of the mediator and how effi ciently he or she performs his or 
her functions play a decisive role in the mediation process. The role of the mediator has been 
described above and essentially involves managing the mediation process, collecting and ana-
lyzing information, facilitating communications, exploring possible solutions and promoting 
agreements between the parties. The skills required for a mediator to effectively achieve this are 
somewhat more diffi cult to state. Some of these skills derive from the nature of the functions and 
relate to the ability of being neutral and acting confi dentially. Other skills are interpersonal mainly 
the ability to communicate and to achieve settlements. As for the latter, the mediator should base 
his or her decision/action on thorough investigation of each side’s position and on inventing 
plausible solutions, while employing strategies like empathy, persuasion and distraction.

Some European countries have developed mediation and conciliation systems ranging 
from the facilitative end to the evaluative end of the spectrum, but in most cases the process 
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is mainly informal. Informal mediation is essentially a fl exible process conducted by a neu-
tral agent engaged at a certain point of a dispute. This may take place by mutual agreement 
or may follow from the initiative of one side, after concluding that the negotiation process 
being carried needs help from a third party. A senior person recognized by the industry is 
often selected so that the chances of being accepted by all sides may increase. Initially, the 
mediator serves as a facilitator, informally discussing the dispute with the parties. In some 
cases, the facilitative role continues until both parties settlean agreement but in other cases, 
it ends up with some form of non-binding recommendation that the parties may possibly 
accept. Opposite to the informal mediation, following anoffi cial mediation system implies in 
some countries contracting mediators from a pre- assessed list.

17.7.4 Expert assessment

Expert assessment or determination is a process by which parties in a dispute commonly 
agree on asking a third party to decide a particular issue. Unlike mediation which is a non-
binding process, at least until some agreement may be reached, expert determination implies 
mutual acceptance of the expert decision. The use of this form of dispute resolution is very 
common in construction. Examples are real estate valuation, technical valuation in a number 
of circumstances and rent review. Actually, expert assessment often occurs in other forms of 
dispute resolution like in arbitration and in court litigation.

Unlike the mediator who need not be an expert (which in fact, may bias the mediator’s 
view), the expert is by defi nition a specialist on the issue to deal with. Selecting and contract-
ing the expert therefore assumes a paramount importance. Firstly, the subject of the expertise 
should be clearly and precisely expressed. Secondly, the costs and the schedule of the work 
to be performed should be established. Thirdly, the expert decision should be accepted to be 
the fi nal and binding by all parties involved, unless one party further decides to challenge it 
through arbitration or litigation.

17.7.5 Adjudication

Adjudication may be defi ned as a process where a neutral third party gives a decision on 
some issue which is binding on the parties in dispute, unless or until revised in arbitration or 
litigation (Gould et al., 1999). Under traditional arbitration, the disputing parties must agree 
on the adjudicator who will thereafter act empowered by that agreement but unlike in medi-
ation, the arbitrator’s decision does not require the cooperation of the parties. The difference 
for expert determination is that the adjudicator may investigate the circumstances of the dis-
pute and more freely interrelate with the parties than the expert tends to do.

Statutory adjudication was introduced in British construction following the recommenda-
tions in the Latham report (1994) and has no parallel in other European countries. Statutory 
adjudication is covered by the Housing Grants, Construction and Regeneration Act (Part II). 
Under this Act, a party to a construction contract is unilaterally given the right to refer to adju-
dication in order to solve a dispute arising from a contract. Therefore, unlike in traditional 
adjudication, no previous agreement between parties is required to start up a statutory adjudi-
cation procedure.

Section 108 of the Act sets out the minimum requirements for an adjudication procedure 
which may be summarized as follows:

Notice: A party to a construction contract must have the right to give a notice at any time 
of its intention to refer a particular dispute to the adjudicator.

●
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Appointment: A method of securing the appointment of an adjudicator and furnishing him 
or her with details of the dispute within 7 days of the notice is mandatory.
Timescales: The adjudicator is then required to reach a decision within 28 days of this 
referral.
Impartial action: The adjudicator is required to act impartially.
Inquisitorial action: The adjudicator is required to take the initiative in ascertaining facts 
and the law.
Binding nature: The adjudicator’s decision is binding until the dispute is fi nally deter-
mined by legal procedures, by arbitration or by agreement.
Immunity: The adjudicator cannot be held liable for anything done or omitted in the dis-
charge of his or her function unless acting in bad faith.

In addition to this basic procedural framework, the Act further requires that all construc-
tion contracts comply with the provisions of the Scheme for Construction Contracts.

Following the publication of the Act, the standard forms of contract mainly used in Great 
Britain incorporated the adjudication process in different ways. The Joint Contracts Tribunal 
(JCT) standard form, mostly used for building, was amended with a set of adjudication pro-
cedures whereas the Institute of Civil Engineering (ICE) issued a stand-alone adjudication
procedure to be used together with its standard form, largely disseminated in civil engi-
neering contracts. This complies with Latham’s (1994) recommendation that standard forms 
should embrace a system for adjudication.

There are no restrictions on who may possibly be appointed as an adjudicator either acting 
informally or under a statutory procedure. Many British construction bodies have established 
lists or panels of their own approved adjudicators but there are few restrictions on who can 
join the lists. An Academy of Construction Adjudicators has also been created.

17.7.6 Arbitration

In the last few years, construction industry has encouraged the use of international commerce 
practices by arbitration as an attempt to avoid costly and timely courtroom litigation proce-
dures for solving disputes. This is a formal dispute resolution procedure subject to statutory 
controls, whereby disputes are solved by a private arbitrator selected by common agreement, 
or by a private tribunal, normally made up of three arbitrators, one appointed by each party 
and the third by common agreement. Arbitrators must have appropriate qualifi cations, mini-
mum work experience and act impartially. During the arbitration process, arbitrators can call 
witnesses, require expert opinions and call the parties to testify, as well as other formal court-
room procedures.

Arbitration is voluntary, but once accepted by the disputing parties, the fi nal decision is 
binding, unless a break of procedures, fraud or confl ict of interest can be proved, in which case 
the decision may be revised by a court of law. Accordingly, the fi nal decision may be enforced 
by the courts if necessary. Nonetheless, there are arbitration systems where the decision can be 
submitted to a court of appeal.

The advantages of arbitration when compared to litigation have been well acknowledged 
by the industry and include fl exibility, economy, expedition, privacy, freedom of choice of 
arbitrators and fi nality (Gould et al., 1999). Besides being less costly and time consuming 
than the court of law, the arbitration tribunal is composed of recognized experts in the con-
struction fi eld, who are familiar with the industry practices, which may not be the case with 
common judges. Therefore, disputing parties feel that arbitrators can best understand their 
problems and are best prepared to reach an equitable solution for the dispute. However, 
some disadvantages have been recognized when more than two contenders are involved.

●

●

●
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Four stages of the arbitration process are usually identifi ed in the literature:

The arbitration agreement, whereby parties agree they will submit to arbitration present 
and future disputes.
Selection of the arbitrator or arbitrators, by common agreement of the confl icting parties.
The arbitration procedure, starting with the initiative of one of the parties after recogniz-
ing that a dispute has arisen.
Award and enforcement which is fi nal and binding on the parties, unless on the cases 
mentioned above.

There are ofcourse limits to the type of disputes that can be handled through arbitration 
and in some cases there are established limits to the maximum amount of money that can 
possibly be involved. Moreover, the arbitration process presents a set of variants:

Documents only, by which the arbitration tribunal decides upon the documents submit-
ted by the parties without hearings.
Amiable or ex aequo et bono, if the arbitrator aims at arriving at a an equitable solution for 
the confl ict.
Last offer arbitration which is based on the offer of each party in monetary terms for a 
specifi c confl ict.

Arbitration itself may have different names depending on the specifi c construction legal 
systems, like adjudication boards, dispute review boards, mini-trials, private judging, etc.

17.7.7 Litigation

If no agreement is achieved between confl icting parties to use any of the previous systems 
for resolving their disputes, then they can apply to the courts of law. Litigation is the current 
name for disputes dealt with in the courts of law.

The procedure followed by the courts starts with the claimant issuing a case and the claim 
particulars. Then the defendant is given the opportunity to admit the claim, defend from the 
claim particulars or merely acknowledge receipt of the claim form. The defendant may also 
decide to make a counterclaim. The legal system of each country follows a specifi c litigation 
track but it is not unusual that different tracks are adopted according to the nature of the 
claim and to the fi nancial amount claimed.

The next step is the trail whereby the court of law will decide the merit of the case, 
in terms of legal evidence, sustained facts and quantum evaluation. However, very 
few proceedings result in trial and subsequent judgement in the European tradition, 
mainly because parties often reach an agreement just before the trial. In other occasions, 
the claimant may obtain judgement without trial because of any process fl aw of the
other side.

The complexity of some construction disputes often requires courts to contract experts 
for case assessment. Usually, a commission of three experts is appointed, one by each 
side and the third designated by the courts. The report of this commission is then added 
to the process but in most countries it is not binding. Once starting their functions, the 
experts must act neutral and professionally but their role has been criticized for sup-
porting their client’s position rather than providing an independent opinion. For this 
reason, many reports are not unanimous and do not give confi dence to the court’s 
decision.
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17.7.8 Building bridges

Despite the great variety of dispute resolution processes presented above, there is a trend
in the literature for confl ict prevention essentially focused on the anticipation of disputes 
from the construction stage to the design stage of project development. This has advantages 
of gaining time and benefi ting from the dispute outcomes to enhance the project.

This can be done by improving the quality of contract documents as most construction dis-
putes actually result from problems originating in the design or in the pre-construction phase 
of projects. Providing for independent design–quality review, mandatory insurance against 
errors and omissions and demanding for total quality management of architectural and engi-
neering fi rms are some examples of good practice of dispute avoidance.

One common source of claims and disputes, representing a signifi cant risk of cost and time 
overruns is the different site conditions encountered by contractors. In most cases this results 
from insuffi cient geotechnical subsurface studies, or from misunderstanding of site survey-
ing reports. The concept of Geotechnical Baseline Report has been introduced to overcome 
this problem, whereby the designer states the ground conditions admitted for the design, on 
the basis of site investigation (if any) performed. Furthermore, the report anticipates the sub-
surface behaviour in respect to the most likely construction method to be used by contractor, 
as well the necessary information about slope stability, dewatering methods and strength of 
bedrock levels.

Another type of measure which can be implemented on the design and pre-construction
phase of a project is the constructability reviews and the value engineering incentive clauses. 
Constructability can be defi ned as the optimum use of construction knowledge and experi-
ence in planning, design, procurement and fi eld operations to achieve overall project objec-
tives. Normally, constructability reviews are done in the last stage of design process, by the 
construction staff experienced in past projects and familiar with claims and disputes pre-
sented in those projects. Value engineering is the assurance that the constructed facility is ade-
quate for its function at the lowest reasonable life-cycle cost, where the value index refers to
the ratio of the worth of materials or methods required to provide the function, against their 
cost. This approach can be used either in the design phase, where the implementation can 
provide higher savings, or in the construction phase through an incentive clause in the con-
tract, where the savings from value engineering studies are apportioned between client and 
contractor. Normally, this contract clause motivates the presentation of better cost-effective 
solutions, but still meeting the objectives of the project, once it guarantees rewards for dis-
covering value engineering improvements.

Another bridge for dispute resolution comes from the concept of amicable settlement fi rst 
introduced in a clause of the 1987 Fourth Edition to the FIDIC Red Book. Basically, the clause 
is a pre-requisite to arbitration and states that no notifi ed arbitration may commence unless 
an attempt has fi rst made by the parties to settle the dispute amicably. Other codes of practice 
throughout Europe, although not specifi cally referring to the amicable settlement of disputes, 
may recommend that other forms of dispute resolution may be attempted by confl icting par-
ties prior to embarking on an arbitration procedure, for example negotiation and mediation. 
In the scope of these, the role of consultants and mediators is above all to facilitate the settle-
ment, therefore bridging the gap between contenders.

Moreover, contract forms may encompass dispute avoidance techniques by endorsing the 
power to resolve differences between parties to a specifi c stakeholder, as in the certifi cation 
example mentioned earlier on this section. Another example is partnering contracting which 
can be defi ned as the establishment of a working team among the parties, for mutually bene-
fi cial resolution of the ongoing diffi culties and problems that typically arise on a construction 
project. The objective of this technique is to set up a climate of cooperation, communication, 
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fair play and mutual confi dence between client, contractor, designer and other stakehold-
ers, which can start even before the bidding stage. This process consists of voluntary work-
shops, seminars and meetings that help the parties establishing working relationships in a 
non-adversarial atmosphere, where arising problems can be discussed and resolved, therefore 
avoiding the build up to formal claims.

Under the same logic, in an effort to prevent the escalation of a dispute between the owner 
and the contractor, an independent third party may be agreed for settling disagreements 
soon after they occur. This neutral exists either formally or informally in a set of European 
countries. In Britain, for example, this was named the Dispute Resolution Adviser after the 
work of Chartered Institute of Arbitrators.

Similar to this concept are the Dispute Resolution Board developed in the United States 
and the Dispute Review Boards in other countries. Essentially, they are boards of three 
people who evaluate the disputes as they arise during the project and make recommenda-
tions to the parties. The boards are constituted and agreed for each construction contract 
(each party selects one board member and agree on the third) at the commencement date. 
Like arbitrators, the members of the boards should be construction industry experts rec-
ognized by both parties, acting impartially and objectively, whose main assignment is to 
get information about project progress and observe construction problems as they occur, 
being able to encourage parties to deal with them promptly and realistically in coopera-
tion with each other. Another example is the Dispute Adjudication Boards provided in the 
FIDIC General Conditions.

Multi-stage approaches for dispute resolution are also common. Accordingly, parties 
try the mediation approach in the fi rst place and step to other more formal approaches if 
it fails, like arbitration. Currently, the mediator is later appointed as arbitrator, therefore 
benefi ting from his or her previous knowledge on the dispute. A compulsory multi-stage 
approach may also be stated in the contract whereby, according to the fi nancial amount 
claimed, complaints may be tackled through arbitration or must otherwise follow a litiga-
tion procedure.

Mini-trials and executive trials are a new trend. All the dispute resolution process takes 
place in a short period of time (say 1 or 2 days) and is conducted by an independent third 
party with recognized law expertise acting as a facilitator. The parties are represented by 
executives of the disputing parties holding decision power that have the opportunity of set-
tling out their differences in a private look like courtroom.

17.8 Resolution of disputes between external stakeholders

Applicable procedures for dispute resolution involving external stakeholders are much 
less structured than above and the risk of dispute escalation to litigation is much higher. 
Generally speaking, dialoguing is the easiest path to confl ict avoidance.

17.8.1 Dialoguing

Stakeholder dialogue is based on the principle that people affected by decisions ought to 
have an effective participation in the decision-making process. This should be done at an 
early stage when all the options for the construction project are still possible, and the opin-
ions of participants can infl uence the outcome. This means the earlier stages of the design 
phase.
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The effectiveness of dialoguing increases as stakeholders are prepared to accept changing 
their views if adequately convicted. Moreover, dialoguing encourages people to step down 
from positional argument with win/lose outcomes and focus on cooperative and creative 
problem solving by working together in a consensual process, using the body of knowledge 
and ideas that each stakeholder brings up. Best practice includes the promotion of work-
shops, workgroups, seminars, study circles, open houses and so forth. Olander (2003) identi-
fi es the aims of these initiatives as follows:

to provide stakeholders with all the relevant information about the construction facility or 
process;
to justify why they are being involved;
to explain why and how their input is useful and where it fi ts in the overall decision-making 
process;
to clarify the extent to which it may infl uence the fi nal decision of the project solution.

The outputs of the dialoguing process are often well informed and technically acceptable 
solutions acknowledged as the best possible options by the majority of the stakeholders. 
More importantly, the process tends to generate active support for the project and improved 
relationships within the community.

However, relations with external stakeholders must be carefully established. Depending 
on the signifi cance of the construction project, the origin of the funds (public or private), the 
nature of the facility being developed and the type of stakeholders, there are different ways 
relations may be built with the aim to avoid possible confl icts. Table 17.3 depicts different 
ways of relating, and the expected level of infl uence in the project decision-making process.

Despite confl ict avoidance efforts, confl ict situations may possibly break out involving 
external stakeholders, due to:

strong stakeholder interests (infl exible, unwilling to modify demands);
lack of information or poor communication strategy;
inter-personal confl icts;
lack of consultation process.

The next sections deal with negotiation and an example of strategy for overcoming a spe-
cifi c confl icting situation.

17.8.2 Negotiation

Most of what has been said about negotiation between internal stakeholders is applicable 
with some adaptation to confl icts involving external stakeholders as well. Additionally, in 
most countries, this is the only possible approach to confl ict settlement before litigation when 
external stakeholders are concerned.

The same two main approaches as before may be identifi ed in negotiation: competitive and 
cooperative. The following lists a set of good practices and tactics that may help to maintain 
confl ict situations under control, either for general interactions (Wall and Callister, 1995) or 
for construction industry specifi c interactions:

Foresee issues: undertake confl ict analysis and mapping
Evaluate the extend of stakeholders’ participation in the fi nal solution (there are different 
cultural backgrounds)
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Keep players involved and processes transparent and clear
Maintain the stakeholders enthusiastic and capability in participation
Ensure that institutions have legitimacy, are trustable and inspire confi dence
Assure that stakeholders are aware of confl ict boundaries (rights, roles, responsibilities, 
legitimacy)
Adopt appropriate leadership styles
Structure organization to avoid confl ict
Address confl ict causes, diagnoses and implement corrections
Promote meetings (workshops, seminars)
Negotiate, mediate, and arbitrate
Enforce truth
Expand group boundaries
Guide communications between disputants
Set up formalized appeal systems
Act as decision makers
Offer incentives
Enforce cooperative problem-solving attitude between disputants
Recognize women as stakeholders and peacemakers
Address implications for youth and children
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Table 17.3 Ways of relating to stakeholders

Type of 
relations Description

Stakeholders 
infl uence in 
decisions Actions When to use

Least Giving 
information

Stakeholders are 
informed about the 
project

None –  Press release, TV
–  Newsletters

Information not 
controversial/trust

L
ev

el
 o

f 
in

vo
lv

em
en

t

Gathering 
information

Stakeholders 
provide information 
to help decisions, 
but don’t 
participate

Very little –  Questionnaires
–  Interviews
–  Surveys

Reliance on the use 
of information

Consultation Stakeholders are 
consulted but 
don’t participate in 
decisions

Limited –  Written 
comments

–  Interactive 
meetings

Stakeholders trust 
in decision-making 
process

Participation Decision-making 
process is shared 
with some specifi c 
stakeholders

Can infl uence 
specifi c 
subject or 
issue

–  Workshops
–  Topic groups
–  Round table 

meetings

Willingness and ability 
to accept infl uence of 
outcome

Bounder 
dialogue

Decision is taken 
together after 
dialoguing within 
some pre-set 
conditions

Stakeholders 
fully involved 
with some 
pre-set 
constrains

–  The above 
processes in 
a pre-planned 
and coherent 
way, eventually 
facilitated by 
mediators

–  All solutions are 
possible, within pre-
fi xed parameters

Most Open 
dialogue

Decisions is taken 
together

Stakeholders 
fully involved 
in decisions

–  Wider and complex 
problems, with 
open outcomes

Source: Adapted from Eurosite, 2003.
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Conduct relevant stakeholder analysis and confl ict perceptions
Build and maintain effective partnerships
Recognize the primacy of local people
Widen and deepen dialogue
Recognize the potential and the limits of external infl uence
Be transparent and communicate intentions
Act in timely fl exible ways and think long term
Respect cultural diversity
Recognize and act only so far as legitimacy allows and remains impartial
Be accountable
Enable institutional learning
Use creative, incentive-driven approaches for construction engagement
Act on lessons about the need for coordinated, coherent action and policy

On the other hand, according to Susskind and Field (1996), collaborative negotiation should 
follow the following six main principles for consensus building with external stakeholders:

1. acknowledge the concerns of the other side;
2. encourage joint fact fi nding;
3. offer contingent commitments to minimize impacts if they occur, promising to compen-

sate knowable but unintended impacts;
4. accept responsibility, admit mistakes and share power;
5. act in a trustworthy fashion all the times;
6. focus on building long-term relationships.

17.8.3 Not in my backyard

One of the most common confl icts within external stakeholders is related to the location of 
new public facilities that local communities and residents do not want close to their homes. 
This is called the NIMBY (not in my backyard) syndrome. The symptoms of the syndrome 
are group actions, sometimes vigorous, by local communities to stop the implementation of 
the controversial project affecting their livings or the environment (industrial facilities, dams, 
waste treatment and so on). The question is how to solve this confl ict, when even though the 
proposed construction meets all economic, legal and environmental requirements, is still not 
accepted by the public. Table 17.4 summarizes a set of proposed guidelines to help solve this 
confl ict (Kunreuther and Susskind, 1991 cited in Olander, 2003).

17.9 Conclusions

Confl ict is a complex behavioural process existing in all relations between individuals, groups 
of individuals and organizations. Confl ict management is an important management function 
in the construction activity and should deserve considerable attention from all  construction 
stakeholders. This is because construction projects involve a great diversity of people and 
organizations, experiencing a variety of situations throughout the project life cycle being tack-
led in the scope of different and possibly antagonistic interests of stakeholders.

Confl icts do not always have negative consequences but may lead to improvement in con-
struction performance. Moreover, some stakeholders may benefi t from confl icts and view 
them as opportunities for innovation.
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Table 17.4 Guidelines to help solve the NIMBY syndrome

Action Explanation

Institute a broad-based 
participatory process

Representatives of all affected groups should be invited to participate and assist 
each stage of the decision process. All those affected should have a chance 
to review the criteria for site selection. Groups with different points-of-view 
should have a chance to criticize the recommendation of facility proponents 
and the analyses upon which their proposals are based. A joint fact-fi nding 
process should be used so that all stakeholders can play a role in specifying 
the information about risks, costs and benefi ts that they need in order to make 
informed decisions.

Achieve agreement 
that the status quo is 
unacceptable

The sitting process must begin with an agreement that the facility is needed. The 
relevant stakeholders need to understand the consequences of doing nothing.

Seek consensus

A serious attempt should be made to involve all the relevant stakeholders to 
address their values: concerns, potential needs and wants. Differences can be 
addressed by searching for new ways of framing questions or different ways of 
packaging trade-offs.

Work to develop trust

Lack of trust is perhaps the most important barrier to reaching consensus. Those 
attempting to site a facility must recognize potential sources of mistrust, including 
lack of support for the project, previous negative experiences and suspicions 
towards the government and other institutions. One way to establish trust is to 
admit past mistakes and avoid exaggerated claims and promises that cannot be 
fulfi lled.

Choose the solution 
that best addresses 
the problem

Problems must be addressed with a design and solution of the facility that 
stakeholders can agree is appropriate. A comprehensive list of alternative 
approaches and their long- and short-term implication, including the option of 
taking no action, should be made public in non-technical language. The choice 
of alternatives and technology should be based on input from the residents of 
the community who may well know more about the problem ‘on the ground’ than 
many experts.

Guarantee that 
stringent safety 
standards will be met

No community should be asked to compromise its basic health or safety so 
that a facility can be built. Preventive measures for reducing the hazard should 
be encouraged and the proposed facility must meet all health, safety and 
environmental standards, Interested parties should also have an opportunity 
to specify any additional standards that could be met through mitigation, such 
as changes in the design of the facility, substitute technologies, operational 
modifi cations and training of operators. Monitoring and control procedures 
involving the host community are important in minimizing risks and maintaining 
standards.

Fully address all 
negative aspects of 
the facility

When impacts cannot be prevented or mitigated to the satisfaction of the affected 
parties, various forms of compensation, specifi ed by the stakeholders involved, 
can be negotiated. These agreements may include property value guarantees, 
creation of equivalent habitats when loss is unavoidable, and the offer of service 
when impact occurs.

Make the host 
community better off

The applicant should put a package of benefi ts together so that the host 
community feels that it is better off with the facility than without it.

Use contingent 
agreements

Some concerns about the management of facilities can be resolved by specifying 
contingent agreements that spell out what will be done in case of accidents, 
interruption of services, changes in standards or the emergence of new scientifi c 
information about risks and impacts, and provide means of guaranteeing that 
contingent promises will be met at no cost to those likely to be adversely affected.

(Continued)



 Managing Stakeholders Confl icts  315

Table 17.4 (Continued)

Action Explanation

Seek acceptable sites 
through a volunteer 
process

Encourage communities to volunteer sites indicating that it is not an irreversible 
commitment and that there are potential benefi t packages that come with the 
facility.

Consider a competitive 
sitting process

Assuming that multiple, acceptable volunteer sites are found, the sponsors of the 
facility should consider a competitive process of site selection.

Work for geographic 
fairness

It is inappropriate to locate too many noxious facilities in a single locale even if a 
community is willing to accept them.

Set realistic timetables

It is appropriate and helpful to set and enforce realistic deadlines. However, 
a good process allows all parties adequate time to consider the full range 
of options and weigh technical evidence as it is gathered. Opponents have 
administrative and legal means of slowing, even halting, siting processes that 
they feel have excluded them. It may be necessary to ‘go slowly in order to go 
fast’.

Keep multiple options 
open at all times

It is never a good idea to have only one possible site even at the fi nal stage of the 
process. Negotiations regarding possible incentive packages are more likely to 
produce reasonable results if a facility sponsor does not feel ‘held hostage’ by the 
only possible site.

Accurate confl ict classifi cation is the fi rst step towards a timely and proper resolution of 
disputes. Accordingly, confl icts in construction have been categorized in various ways, 
namely by type, typology, level, object, stage in the project life cycle and underlying cause. 
The classifi cation of construction stakeholders in the confl ict context is also important for 
confl ict analysis. These are named internal if they have direct participation in the project and 
external otherwise. Moreover, according to their interest, willingness and power to act, stake-
holder groups may also be categorized in key players, keep-informed, keep-satisfi ed and 
minimal effort groups. Following the classifi cation of construction stakeholders, several con-
fl icts arising between them have been indicated, and corrective actions for confl ict avoidance 
have been approached.

Recent trends in construction confl ict analysis points up to confl ict managing approaches 
rather than confl ict avoidance techniques because it has been widely recognized that confl icts 
may lead to better and innovative solutions. In view of this, factors infl uencing the success of 
confl ict management have been identifi ed, and the phases towards adequate confl ict resolu-
tion have been surveyed.

Additionally, different confl ict resolution techniques have been analyzed, applicable 
either to internal or external stakeholders. The former include the opposite approaches of 
non-consensual processes like arbitration and litigation, whereas the latter include the more 
collaborative ones, like mediation and direct negotiation between parties. It has also been 
concluded that dialoguing and negotiating during the decision-making process is the best 
way to avoid future uncontrolled confl icts.
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18.1 Introduction

This chapter is unique. Unlike the others, its principal subject of analyses is the environment 
because the ongoing eco-crises – worsening atmospheric, land, biodiversity and water pollution – 
have given rise to serious concerns about the long-term viability of the natural environment. 
The infi nitely challenging task of this chapter is to address the questions: Are managers of con-
struction and property enterprises likely to voluntarily, without government interventions, man-
age the environment as a primary stakeholder? And crucially, how may they do so? The central 
argument here is that, there are great chances that business managers will overlook or give 
the environment less than adequate attention if not compelled by superior reasons other than 
moral suasion and encouragements to be discretionarily socially responsible. It is now widely 
accepted that the environment is too vital a subject to be left out of business considerations, dia-
logues and treatises. The reality, however, is that, because the environment is non-human, it is 
not represented in person to infl uence the course of business decisions and actions that affects 
it or even those that it affects. Besides, taking account of the environment in business decisions 
entails costs. In spite of that, the contributions that good environmental management makes to 
the profi t maximisation objectives of business enterprises are not always self-evident, they are 
also diffi cult, in some cases impossible, to fathom in monetary terms. Consequently, when busi-
nesses, in the bid to maximise profi ts or secure their survival, look for opportunities to cut costs, 
the costs associated with their environmental management practices tend to be one of the sure 
candidates for liquidation. This point is amply exemplifi ed by the fact that the oft-cited defi -
nitions of stakeholder constituencies converge largely on humans – individuals and groups of 
individuals; in particular, those whose interests are served or damaged by activities of business 
undertakings. Whether or not business managers, such as managers of construction and prop-
erty enterprises would be voluntarily committed to the environment, depends on whether they 
are obliged or have the incentive to do so.

To better understand the issues in this chapter, it is useful to start with an overview of the 
general concept of stakeholder management. Cognisance is, however, paid to the fact that 
the preceding and subsequent chapters of this book have examined the stakeholder concept 
into suffi cient detail; thus, of necessity, only a highly condensed version of the increasingly 
complex stakeholder management concept is discussed here.

18.2 The stakeholder management concept

Modern stakeholder doctrine is relatively recent. It represents a signifi cant shift in business 
governance paradigm (Clarke and Clegg, 1998; Jones and Wicks, 1999) from mainstream 
management principles ( Jonker and Foster, n.d. 2002). The origins of modern stakeholder 
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management doctrine are traceable to the 1984 classic by R.E. Freeman (Freeman, 1984), even 
though its historical roots are traceable to early organisation theorist such as Barnard (1938), 
March and Simon (1958) (see further: Andriof and Waddock, 2002:19–42). In the last decade 
or so, the doctrine have been well received among both academics and practitioners (Kolk 
and Pinkse, 2006). Much of the contributions made to the doctrine took place in the 1990s and 
have come from experts like Starik (1994), Clarkson (1995), Donaldson and Preston (1995), 
amongst others (see further: Clarke and Clegg, 1998). So strong is the acceptance of stake-
holder management in modern business management ethos that Evans and Freeman (1988) 
could contend that businesses should be managed for the benefi t of its stakeholders.

This position is challenged by advocates of free enterprise like Milton Freidman who, in 
what became a contentious article in 1970, vehemently contests and disapproves any view 
that purports that businesses are managed for reasons other than profi ts. Freidman’s argu-
ment would be returned to later. To be able to manage a business, such as a construction and 
property enterprise for the sake of its stakeholders, knowledge and understanding of the 
nature of stakeholders and the way and manner that they may be managed must be gained. 
Before turning to the rather vex issue of whether the environment falls within the stakeholder 
 constituency of construction and property business enterprise, approaches to stakeholder man-
agement is fi rst outlined.

18.3 Approaches to stakeholder management

A variety of stakeholder management approaches are identifi able. These presume that stake-
holders of organisation are known with some certainty. These approaches have basically 
taken two routes. One route concentrates on how organisations manage their stakeholders 
in practice. The second route prescribes best practices in stakeholder management principles. 
Experts like Carroll (1979) and Clarkson (1995) identifi ed four main ways by which organisa-
tions manage their stakeholders namely, ‘reactive, defensive, accommodative or proactive’. 
Logsdon (1994:127–128) avers that, where the core values of the stakeholder is opposed to, or 
incompatible with that of the organisation, then it would be legitimate for the organisation 
to employ a reactive or defensive strategy. Conversely, where the core values are compatible 
with that of the organisation, an accommodative or proactive strategy may be adopted.

Savage et al. (1991:5) offer a slightly modifi ed version of these ideas. As Table 18.1 illus-
trates, they prescribe ‘collaborative strategy’ in situations in which the stakeholders’ poten-
tial to corporate with the organisation as well as their potential to threaten the organisation 
are both high; ‘defensive strategy’ when the potential to threaten is high, but the potential 
to cooperate is low; ‘involvement strategy’ where the potential for threat is low but that for 
cooperation is high; ‘monitoring strategy’, when both potential for threat and cooperation 
are low. It is unclear how the core values of a stakeholder could be incompatible with that of
the organisation when indeed core values of organisations are supposed to be a fair mixture 

Table 18.1 Stakeholder management strategies

High cooperation Low cooperation

High threat Collaborative Defensive

Low threat Involvement Monitoring

Source: After Savage et al. (1991:5).
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the respective values of its stakeholders. Besides, it is unclear what particular type of reactive, 
defensive, accommodative or proactive strategies will be applicable in any given situation.

The seven stakeholder management principles developed and popularised by the Centre 
for Business Ethics and Board Effectiveness (CC (BE)) between 1993 and 1998 through a 
series of colloquy is widely accepted by experts in this fi eld as best practice1. These principles 
are reproduced in Table 18.2.

It is not possible to expand on all these points in evaluating how the environment may 
be managed as a stakeholder in construction and property enterprises. In this chapter, the 
Clarkson Centre’s principle is relied on to analyse the management of the environment as a 
stakeholder in construction and property enterprises. Consequently, only the fourth principle 
is applied to the environment as a stakeholder.

To be useful, organisations must have a clear sense of who their stakeholders are, and to 
whom these principles must be applied. That is, they must be in no doubt as to nature of 
those in whose interest and for whose benefi ts the business must be managed. Given the 
wide acceptance of the stakeholder doctrine in the management discipline, one could be for-
given for presuming that some agreed and referable defi nitive list of, or formula for identi-
fying, stakeholders exist. Surprisingly, no such list or formula has been agreed. Mainstream 
management consider employees, suppliers, shareholders and customers as the main entities 
in whose interests and for whose benefi ts businesses are to be managed (Jonker and Foster, 
n.d). Freeman (1984:53), the originator of the stakeholder idea, prescribed a formula by which 
the stakeholders of a business enterprise may be identifi ed: that is, ‘any groups or individual 
who can affect or be affected by the achievement of an organisation’s purpose. . .’

Table 18.2 The Clarkson principles of stakeholder management

Principles Description

Principle 1 Managers should acknowledge and actively monitor the concerns of all legitimate 
stakeholders, and should take their interests appropriately into account in decision-
making and operations.

Principle 2 Managers should listen to and openly communicate with stakeholders about their 
respective concerns and contributions, and about the risks that they assume because of 
their involvement with the corporation.

Principle 3 Managers should adopt processes and modes of behaviour that are sensitive to the 
concerns and capabilities of each stakeholder constituency.

Principle 4 Managers should recognise the interdependence of efforts and rewards among 
stakeholders, and should attempt to achieve a fair distribution of the benefi ts and 
burdens of corporate activity among them, taking into account their respective risks 
and vulnerabilities.

Principle 5 Managers should work cooperatively with other entities, both public and private, to 
ensure that risks and harms arising from corporate activities are minimised and, where 
they cannot be avoided, appropriately compensated.

Principle 6 Managers should avoid altogether activities that might jeopardise inalienable human 
rights (e.g. the right to life) or give rise to risks which, if clearly understood, would be 
patently unacceptable to relevant stakeholders.

Principle 7 Managers should acknowledge the potential confl icts between (a) their own role as 
corporate stakeholders, and (b) their legal and moral responsibilities for the interests 
of stakeholders, and should address such confl icts through open communication, 
appropriate reporting and incentive systems and, where necessary, third-party review.

Source: Clarkson Centre for Business Ethics & Board Effectiveness.
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This defi nition remains the oft cited in the stakeholder literature (Mitchell et al., 1997). 
However, some adjustments to this defi nition have been introduced. Starik (1994:90) summed 
up the various defi nitions of stakeholder in the following words: ‘. . .there may be numerous 
levels of specifi city as to what the term “stakeholder” mean, depending on what the user 
is referring to. The range appears to be bounded in this case, on one end, by those entities 
which can and are making their actual stakes known (sometime called “voice”) and, on the 
other end, by those which are or might be infl uenced by, or are or potentially are infl uencers 
of, some organisation’. The main addition of this defi nition is to include in the stakeholder 
constituencies, those that may prospectively affect or be affected by the activities of the organi-
sation. Shankman (1999) widened this defi nition further to include, so to speak, the entire 
society. Yet Cochran (1994) chose to confi ne the defi nition of stakeholder narrowly to those 
with direct economic connections to the organisation. Clarkson (1998) further categorises 
stakeholders into primary and secondary. According to Clarkson (1998), primary stakehold-
ers consist of those with ‘formal, offi cial or contractual’ connections with the organisation . . . 
without whose continuing participation the corporation cannot survive as a going concern’. 
Secondary stakeholders, conversely, according to Clarkson (1995) are those that affect or are 
affected by the organisation, but not in any formal contractual relationship and, hence, not 
key to its survival.

It is observable from this defi nition that stakeholders, at least the primary ones, are basi-
cally human beings and may include, in the case of a construction and property enterprise, 
fi nancial claim-holders (shares, creditors and bond-holders), suppliers, employees, custom-
ers, property occupiers, the community, government departments and so forth. It follows 
that, since the environment is non-human, it does not constitute a stakeholder by this defi -
nition. Perhaps, if Freeman’s defi nition is widened to include, ‘and things’ after the word 
‘individuals’, the environment could have been construed as a stakeholder. As it stands, the 
best that can be done is to take the human stakeholders as proxies for the environment. But 
since, by these defi nitions, the litmus test for qualifi cation is ‘. . . can affect or be affected . . .’ 
it seems most strange that, the environment that is most affected and that affects businesses 
like construction and property enterprises should be left out of consideration. To this realisa-
tion, Starik (1994) launched a call for the elevation of the environment to the status of a stake-
holder. Consequent upon this call, Starik (1994:92) widened Freeman’s defi nition to encase ‘. . .  
any naturally occurring entity who is affected or affects organisational performance’. Now, 
it is time to take a look at the stakes that the environment has in construction and property 
enterprises.

18.4 The natural environment as a stakeholder

The point has been made earlier to the effect that, to constitute a stakeholder, the entity in 
question must affect or be affected by the activities of the enterprise in question. It does not 
take much to realise that the activities of construction and property enterprises affects and are
affected by the natural environment. From the economic perspective, these effects and affec-
tions are relevant only to the extent that they affect the wealth levels of those affected. The 
discussions that follow concentrate on the channels through which the activities of enter-
prises within the construction and property industry so affects (not how they are affected by) 
the natural environment. Any deliberation of the natural environment must begin with the 
nature and importance of the natural environment.

The natural environment (usually referred to, simply as, the environment) underpins 
and insures the viability of human, animal and plant life. It consist of the air [atmosphere], 
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water and land in or on which people, animals and plants live2. The environment provides 
both the means and basis for sustenance, provision of necessaries, enjoyment of life and sur-
vival. The materials and non-human inputs used in construction and property enterprises are 
extracted from the environment. Accordingly, it is the environment that gives the sector its 
social and economic merits. The pursuit of profi ts without adequate attention to the environ-
ment from which the means for such pursuits are obtained is clearly a self-defeating under-
taking. Besides, quality of life of human agents of construction and property enterprises as 
well as their customers and clients are inseparably linked to the quality of the environment. 
Particularly, ‘environmental degradation has been demonstrably linked to human health 
problems, including some types of cancers, vector-borne diseases, emerging animal to human 
disease transfer, nutritional defi cits and respiratory illnesses’ (UNEP, 2007).

The bottom line is that, life ceases when the environment is damaged. Bearing this point 
in mind coupled with the fact that damages to the environment, ‘are to a considerable extent 
irreversible and may be catastrophic . . . if unchecked’ (IMF, 2008b), it appears most strange 
that anyone would entertain the thoughts of excluding the environment from its primary 
stakeholders. For when the environment is destroyed the enterprise ceases to exist.

Different activities and phases of construction and property undertakings impact the envi-
ronment differently. For the sake of convenience, and to facilitate understanding of the ways
the construction and property enterprises affects the environmental, the environment is sub-
divided into four main subcomponents – the atmosphere, land, water and biodiversity3. 
This subdivision is based on a classifi cation used in the ‘global environment outlook’ of the 
United Nations Environment Program (UNEP, 2007). Additionally, construction and property 
continuum of activities have been subdivided into four subcategories. The possible impacts 
of activities of construction and property undertakings on each are then analysed.

18.5 Atmosphere

Construction and property enterprises generate considerable effects on the atmosphere. The 
major atmospheric concerns today are climate change4 and air pollution. Consequently, the 
effects of construction and property activities on the environment are looked at from these 
two perspectives. Scientifi c evidence consisting of computer models suggests that anthro-
pogenic green house gas (GHG) emissions (principally carbon dioxide) are the main driv-
ers of climate change, in particular global warming (UNCHE, 1972; CBO, 2005; IPCC, 2007a; 
UNEP, 2007). As such, the effects are looked at from the sector’s (i) anthropogenic emission 
of GHGs5 and (ii) air pollution. The sources of construction and property driven GHGs and 
pollution are detailed in Table 18.3.

Evidence that the climate system is warming is now unequivocal (IPCC, 2007c:30; UNEP, 
2007). The Earth’s average temperature is estimated to have increased by �0.74�C over the 
past century (UNEP, 2007) and is expected to increase to between 1.8�C and 4�C this century 
(Meehl et al., 2007). For the next two decades, a warming of �0.2�C per decade is projected 
(IPCC, 2007a).

Of course, not all carbon dioxide in the atmosphere is anthropogenically generated; some 
are generated by natural processes such as volcanoes, earthquakes (UNEP, 2007) and emis-
sions from the ocean, but it is those generated by human causes that is fuelling the recent 
signifi cant rise6. For detailed discussions on climate change, see IPCC (2007b). Also, see IMF 
(2008a) and Stern (2007) for the economic costs and fi scal implications of climate change.

The main source of anthropogenic carbon dioxide emissions is fossil fuel combustion. 
Energy (particularly from electricity, oil, coal and natural gas) is essential to the construction 
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Table 18.3 Construction and property effects on the atmosphere

Affected component of the 
environmental Pre-construction The construction process Post-construction Operational

Anthropogenic emission 
of GHGs (mainly carbon 
dioxide) through:
fossil fuel based energy 
(mainly electricity) use during 
the extraction and production 
of construction materials and 
products.
fossil fuel based energy 
(mainly hydrocarbon fuel – 
diesel fuel) use during the 
transportation of construction 
materials and products 
through the supply chain to 
construction sites
Emission of noise, 
gaseous, chemical and 
dust pollutants as well as 
hazardous substances 
during:
extraction and production of 
construction materials and 
products
transportation of construction 
materials and products 
through the supply chain.

Anthropogenic emission of 
Green House Gases (GHGs) 
through the use of7:
electricity to power cranes 
and other hoisting equipment, 
welding equipment, site 
lighting, small tools, etc.
hydrocarbon liquid fuels 
(mainly diesel fuel) to power 
air compressors, dump 
trucks, etc.
propane gas used for heating 
of site offi ces, workshops 
heating, remote lightning and 
buildings under construction.
Emission of noise, 
gaseous, chemical and 
dust pollutants as well as 
hazardous substances 
during:
demolition, digging, 
excavations and site 
preparation.

Anthropogenic emission of 
Green House Gases (GHGs) 
through the use of:
electricity and hydrocarbon 
energy in construction waste 
disposal, management and 
recycling

Emission of noise, 
gaseous, chemical and 
dust pollutants as well as 
hazardous substances 
during:
Waste disposal, management 
and recycling.

Anthropogenic emission of 
Green House Gases (GHGs) 
through the use of:
propane gas and electricity 
by occupiers of completed 
buildings and structures to 
heat internal spaces provide 
fi re for cooking, power for 
lightening and equipment.
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and property processes – from the production of construction materials, through the con-
struction processes, waste management and recycling of construction waste, to the opera-
tion, use and occupation of the buildings, facilities or structure (Table 18.3). A signifi cant 
proportion of these energy requirements are met through the combustion (burning) of fossil 
fuels because fossil fuels contain hydrocarbons when combusted to generate carbon dioxide 
(Osman and David, 2007). In the process, carbon dioxide is emitted into the atmosphere. In 
most countries, construction and property sector generate a considerable percentage of fossil 
fuel driven carbon dioxide emissions.

For example, in the United Kingdom, the Environmental Agency (EA) estimates that 
‘building, maintaining and occupying homes accounts for almost 50 per cent of UK’s car-
bon dioxide emissions’ (EA, 2008). The production of construction materials (such as steel 
and cement) accounts for a further 10% of carbon dioxide emissions in the United Kingdom 
(Seager, 2007). Table 18.3 summarises the means by which these occur.

In addition to GHGs, construction activities also emit gaseous, air particles, chemical and 
noise pollutants into the atmosphere. These are very dangerous to human health as some can 
enter the bloodstream, irritate the lungs and cause a wide range of diseases; they can also 
exist in the air for an indefi nite time (Osman and David, 2007; UNEP, 2007). As Table 18.3 
shows the emission of pollutants occur mainly from the pre-construction stage (production 
of materials) throughout the lifespan of the facility.

18.6 Land

Land is the most basic input in construction. Chemical substances are increasingly used 
during the construction process. It is not always possible to prevent these chemicals from 
contaminating the land and soils. For instance, chemicals used to preserve timber from 
insect infestations and destruction most often come into direct contact with the land and 
soil to pollute them. Then again, the embedment of steel and blocks into land in the course 
of the construction process are important sources of chemical contamination of land. So 
also, excavation of contaminated land for foundation and earthworks, demolition of con-
taminated buildings and recycling or burning of contaminated waste and decaying of 
materials installed in land during the construction phases represent important sources 
of ground pollution and contamination of ground gases (CIRIA, 1993). Contamination of 
land may also result from spills and improper disposals of chemicals used by occupiers 
of, particularly, industrial buildings and infrastructure. Contaminated lands are harmful 
to human health and a danger to the stability of the superstructure. Energy use in exist-
ing buildings represents signifi cant emitter of carbon dioxide and hence a precipitator of 
 climate changes.

18.7 Biodiversity

Biodiversity, according to UNEP (2007), ‘is the variety of life on Earth. It includes diversity at the
genetic level, such as that between individuals in a population or between plant varieties, 
the diversity of species, and the diversity of ecosystems and habitats’. Primarily, construction 
materials such as coarse aggregates (stones and gravels) and fi ne aggregates (sand and clin-
kers used in the production of cement) are extracted or mined from land. Extraction and min-
ing of construction materials from land is a sure cause of loss of habitation and disturbance 
of biological cycles of a vast number of species or even destruction of many species.
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Chemicals and explosives used in the mining and extraction processes also terminate or 
shorten the lifespan and, in some cases, annihilate certain species altogether. Moreover, the 
expansion of construction activities may lead to encroachments on forest, agricultural and bio-
logically sensitive lands, which again may lead to loss of habitats and so forth. Furthermore, 
the GHGs emitted into the atmosphere may generate considerable increase in temperature 
beyond the tolerable limits of many biological lives leading to the destruction of such species.

18.8 Water

Water is vital to life. The ocean exerts a cooling effect on the earth’s temperature. Oceans, 
lakes and other water bodies provide the habitat for aquatic life as well as the source of 
freshwater for humans and land-based animals. Construction materials and the construction 
process account for a signifi cant percentage of global freshwater use. The use, occupation 
and operation of buildings and structures require water for cleaning, cooking, drinking and 
washing. Thus, degradation in water quality can have profound effects on all life forms as 
well as on the construction industry itself. Spillage of pollutants and hazardous substances 
emitted from construction and property enterprise affects freshwater availability and use 
and the conservation of aquatic life. This could also lead to growth in waterborne diseases. 
The excessive emission of carbon dioxide into the atmosphere to which the construction and 
property sector makes signifi cant contributions affect ‘ocean salinity and acidifi cation, sea 
levels, precipitation patterns, extreme weather events and possibly the ocean’s circulatory 
regime’ (UNEP, 2007).

Having gained some basic insights of the ways that construction and property enterprises 
affect the environment, it is now opportune to look at how the environment may be managed 
as a stakeholder using the available stakeholder management tools.

18.9 Stakeholder management of the environment

Two points are worth making before delving into this section discussion. First, it is not just 
the construction and property enterprises that affect the natural environment, as the above 
discussions may erroneously impress on readers. The natural environment also affects con-
struction and property enterprises. For instance, extreme weather conditions such as fl oods, 
hurricanes and tornadoes destroy buildings and structures. Moreover, ground and soil con-
tamination deteriorate chemical strengths of elements of buildings and structures constructed 
on land. Secondly, the effects of construction and property enterprises on the environment 
are not always negative; there are conceivable positive effects as well. These positive effects 
may come in the form of environmentally friendlier land uses, landscaping, effi cient drain-
age systems to convey excess fl oodwater and so forth. The point has already been made 
to the effect that, a limitation on space has necessitated the concentration on the negative 
effects only. But this restriction is justifi ed also on the grounds that it is the negative effects 
that constitute the collective concern of the world today. That said, in evaluating the balance
of economic burdens and benefi ts associated with construction and property enterprises 
these economic benefi ts are brought into the analysis.

This section of the chapter now turns to the stakeholder approach to the management of the 
environment. In particular, as made clear earlier, the chapter applies the fourth of the seven 
point stakeholder management principle outlined in Table 18.2 above to the management of 
the environment as a stakeholder.
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18.10 Fair distribution of benefi ts and burdens

A clear appreciation of the nature and sources of costs and benefi ts of construction and prop-
erty enterprises is a prerequisite to understanding how best to fairly distribute them. The 
fi rst point to grasp in the quest to fairly distribute costs and benefi ts between the business 
and the environment is that construction and property enterprises, like any other productive 
economic venture, are input–output based. It is in this very input–output relationship that 
the costs and benefi ts of activities of construction and property enterprises reside. Deeper 
exploration into this inputs–output relationship holds the key to an understanding of the 
orders of the magnitude of costs and benefi ts associated with such enterprises. This will also 
point to the sources from which these costs and benefi ts are emitted.

Essentially, construction and property undertakings entail the adjustment, rearrangement, 
modifi cation or conversion of inputs such as construction materials, human resources and 
land into a wide range of land-based products, such as landed properties and infrastructure. 
Costs are incurred in the process. As Table 18.4 shows, these costs fall into two main categories – 
private and social costs. Each category also has direct (transaction costs) and indirect (oppor-
tunity costs) dimensions.

The range of payments made in acquiring the inputs – land, labour, equipments and fi nan-
cial capital – and investing in the methods and techniques of converting these inputs into 
desired landed products constitute the direct private costs of construction and property 
enterprises (quad 1 in Table 18.4). These costs are, also, sometimes referred to as expenses, 
payments or private transaction costs. It is noteworthy that, direct private costs are the only 
expenses borne by, and paid for, directly from the coffers of the business. They are, thus, the 
only costs that construction and property business enterprises typically take account of in 
computing their profi ts and the only costs considered in construction and property manage-
ment tenders: that is, the only costs relevant to the construction costs estimator and accoun-
tant in preparing profi ts and loss fi nancial statements. Profi ts computed based exclusively 
on direct private costs are usually termed accounting profi ts and they are obtained by sub-
tracting the direct private costs from the revenue or turnover associated with the under-
taken. An appreciation of this point is vital to an understanding of how the environment 
may be managed as a stakeholder in construction and property enterprises. This is primary 
because, accounting profi ts are the universally accepted indicator of economic performance 
of businesses. Thus, all decisions of business managers are directed towards improving their 
accounting profi ts on an ongoing basis (Smith, 1776). This is realised by expanding their out-
puts as much as possible and keeping their direct private costs considerably below their rev-
enue or turnover.

Since the only costs that matter in assessing the economic performance of business enter-
prises is their direct private costs, one of the favourite pastimes of business managers is 
to avoid paying for all non-direct private costs. This is because paying for them reduces 
their profi ts and, hence, their economic performance. Thus, if there is a non-direct private 
cost to distribute, business managers, if given the chance, will bear none (zero) of it. They 
will instead prefer and, in fact, ensure as much as possible that entire cost is borne by the 
other sharing party. Where the sharing party is non-human like the environment, then it 
is the environment that will bear it all or at least take the lion’s share of it. It follows that, 
unless costs, such as environmental costs are brought within the direct private costs, they 
are unlikely to be taken into account and, hence, will be diffi cult, even impossible to achieve 
a fair distribution of costs between construction and property enterprises on one hand and 
the environment on the other. Put differently, if a construction and property enterprise is to 
participate in the sharing of environmental costs at all, those costs must be forced into their 
private costs. Latter sections will consider how this may be done.
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Table 18.4 The costs concept

Costs borne by Construction fi rms The society (excluding the investor) The society (including the investor)

Types of costs Private costs External costs (or externality) Social costs

(quad 1)
Financial payments made by the 
construction fi rm:
Fixed costs
Costs of fi xed assets such as offi ce 
buildings and equipments
Variable costs
Payments for materials and land
Salaries and wages
Overheads
Professional fees
Assets
Taxation
Statutory fees

(quad 3)
All costs of environmental resources and 
government budgetary resources incurred 
as a result of the construction:
Costs of air pollution
Costs of water pollution
GHG emission
Depletion of environmental resources
Destruction of species
Time of employees of government waste 
management and sanitation agencies 
(measured by salaries and benefi ts) 
necessitated

(quad 5)
Sum of direct private costs and indirect 
social costs

(quad 2)
After-tax income forgone by engaging in 
the particular project. That is the next best 
alternative use of time and money spent on 
the project:
Earnings forgone
Value of business opportunity forgone by 
engaging in the particular project

(quad 4)
Tax revenue forgone by government as a 
result of the forgone alternative:
Foregone tax revenue from the earnings 
forgone

(quad 6)
Sum of indirect private costs and indirect 
social costs

D
irect costs (T

ransaction 
costs)

Indirect costs (opportunity 
costs)
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For now, it is worth establishing the range of costs that must be brought within the private 
costs of construction and property enterprises.

As Table 18.4 depicts, accounting profi t, given by turnover minus direct private costs, 
leaves a whole range of costs, very important costs indeed, out of account. One such costs, is
the indirect private costs, usually referred to as private opportunity costs or shortly as, oppor-
tunity costs. By defi nition, the opportunity costs of an undertaken are the next best income 
earning opportunity that a business losses because it employed its resources in an alternative 
venture instead. To illustrate, suppose that the resources used to execute say project-A could 
instead have been used to execute project-B to earn a profi t of say £100. In that case, the oppor-
tunity cost of project-A is £100 (i.e. the income earning opportunity sacrifi ced). This assumes 
that project-B is the next most profi table alternative project that could have been embarked 
on, had project-A not been chosen fi rst. The opportunity costs are important costs that must 
be brought into the computation of profi ts. Accordingly, the economists compute profi ts as 
turnover minus both the direct and indirect (opportunity) costs: that is, economic profi ts
equal accounting profi ts minus opportunity costs.

Even so, economic profi ts itself omit the whole of the external costs category, a costs cat-
egory of utmost signifi cance in environmental discussions. External costs must necessarily 
be brought into the calculus if the environment is to be properly managed as a stakeholder 
(quads 3 and 4 of Table 18.4). This is because it is the costs that must be fairly shared between 
the environment and the enterprise that caused them.

18.11 Nature of the burden

What are external costs? As Professor A.C. Pigou (1962:174) rightly states, ‘in some occupa-
tion, a part of the product of a unit of resources consists of something which instead of com-
ing in the fi rst instance to the person who invests the unit, comes instead, in the fi rst instance 
(i.e. prior to sale taken place), as a positive or negative item, to other people’. Simply put, the 
external costs of an activity are the costs associated with the harmful consequences suffered 
by others other than those whose decisions it were to undertake the activity. With respect to 
construction and property enterprises, the negative things which should have been sustained, 
that is brought within the direct private costs of the investors, but are instead sustained by 
other people (neighbours and society as a whole) include, as discussed above, anthropogenic 
emissions of GHGs and pollutant into the atmosphere, land and water together with the 
destruction of biodiversity as explained earlier. This may be direct or indirect. The external 
costs are incidental to any production activity such as land development. To be factored into 
the calculation of costs, it should be possible to translate these harmful consequences into their
monetary equivalents. Sadly, this is not an easy endeavour. This is partly because of the great 
variety of externalities or harmful consequences that may accompany a single construction 
and property activity. Some of these have been indicated in the costs table above. The true 
monetary equivalent of an emission of a pollutant from a construction and property activity 
may include the direct costs associated with an ailment that it may cause including the medi-
cal bills borne both by the patient and the government as well as the loss of income and pro-
ductive labour hours during the ailment. On a much larger scale, this could lead to the loss 
of fertility of agricultural lands, loss of habitats, high taxation to deal with extreme weather 
conditions, food crises and so forth. The same calculation would have to be made for GHG 
emission, land contamination, water pollution and indeed any identifi able negative harm to 
the natural environment. This is nearly impossible to compute and any attempt at estimation 
can only offer indications of the orders of the magnitude rather than accurate knowledge of 
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the state of affair. However, it leaves no one in doubt that the costs can be enormous. For 
examples of such estimates see Stern (2007).

Figure 18.1 illustrates this point. To simplify the discussions, assume that the entire ben-
efi ts from construction and property undertakings accrue exclusively to the responsible 
enterprises. That is, the social benefi ts of the undertaking are the same as the private benefi ts, 
which accrues entirely to the investor. In terms of economics, this assumption is stated as
the equalisation of private and social benefi ts. It has to be borne in mind also that the total 
costs associated with any undertaking is represented by its social costs; that is, it is private 
costs (direct and indirect) plus the external costs (direct and indirect). Consequently, if the 
investor bears the total costs of the enterprise, there should not be any difference or diver-
gence between the private costs and social costs associated with the undertaking.

On the other hand, if the investor bears just the private costs of the activity, then the private 
costs will diverge from the social costs associated, an indication that someone else is bear-
ing the external costs. In Figure 18.1, take P to be the minimum unit price at which landed 
products of construction and property enterprises is likely to be sold if the investor bore the 
total costs (private costs � external costs), and not just the private costs into account. P also 
represents the reasonable costs that consumers should be prepared to incur on a unit of the 
products, which is the price that consumers would consider reasonable for the products. At 
this price and costs, the optimal quantity that investors can afford to produce is Q.

This price, costs and quantity represent the social optimum input–output arrangement. 
This is because, with this arrangement the maximum costs incurred by the investors, rep-
resented by the areas of the rectangle PBQN, are identical to the minimum possible bene-
fi ts they receive. Conversely, if investors ignore the external costs of their activities, they are 
likely to perceive, quite erroneously, the price G as the minimum unit price for their outputs. 
Likewise, if consumers ignore the external costs they sustain from the activity, which is nor-
mally the case in practice, then they are likely also, like the investors, to perceive the price G 
as the reasonable unit price to pay for the output. However, consumers are only able to ignore 
the external costs in their imagination and not in actual fact since the external costs (e.g. pol-
lution) are imposed on them and, hence, have either paid for it already or will inevitably
pay for it – they have no choice in the matter.
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Figure 18.1 Environmentally harmful construction and property externalities.   
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They cannot choose to suffer from an associated pollution, global warming or extreme 
weather conditions. The position only enables construction and property enterprises avoid 
paying for their external costs. With less costs to pay, the construction and property enter-
prises are able to expand their outputs beyond the social optimum quantity of Q to I. If it 
is reasonably presumed that associated harmful consequences increase as outputs are 
expanded, the failure to take account of the external costs would lead necessarily to an expan-
sion in the environmentally harmful consequences of the construction and property sector. 
At this point, construction and property enterprises achieve benefi ts measured by the area 
covered by the rectangle GAIN. The maximum costs likely to be incurred by the investor to 
achieve this are also GAIN. Meanwhile, taking the external costs into account, the actual costs 
that the investor should actually pay to be able to produce that level of output is represented 
by the area of the rectangle CDIN. This means further that, by producing at this quantity and 
price arrangement, construction and property enterprises are able to avoid the external costs 
represented by the area of the rectangle CDAG and force society to pay for them.

This is certainly an unfair distribution of the costs associated with construction and prop-
erty activity. The fairer way of distributing these external costs is for the responsible entity to 
compensate the victims of the external costs. Under normal free enterprise operations, fi rms 
are likely to avoid compensating society for such damages done. This is because doing so will 
mean taking account of costs that are outside of their direct private costs. As Adam Smith 
(1776) explained ‘every individual endeavours to employ his capital so that its produce may 
be of greatest value. He generally neither intends to promote the public interest, nor know 
how much he is promoting it. He intends only his own security, only his own gain . . .’ More 
recently, IMF (2008a) has said, ‘emitters of greenhouse gases (GHGs) fail to recognize the 
aggregate damage they cause, so emit more than is collectively desirable’. Thus, in a free mar-
ket situation, external costs are unlikely to be fairly distributed between the environment and 
the responsible entity.

Since this unfairness occurs because the private costs diverge from the social costs, the solu-
tion lies in eliminating the wedge between the private costs and the social costs: that is forcing 
a merger between the private and social costs to bring the external costs within the private 
costs. The available economic instrument by which this may be achieved is explained below.

18.12 Nature of the gains

Construction and property enterprises generate benefi ts that accrue to others – neighbours 
and society (external benefi ts) instead of to them that they are unable to charge for under 
normal market conditions. Examples of such benefi ts have already been provided above. 
The total benefi ts they generate are called the social benefi ts. Like social costs, this is made 
up of private benefi ts and external benefi ts. The private benefi ts are those that accrue 
from the activity to the responsible enterprise and the consumers of outputs of the enter-
prise. The external benefi ts are those that accrue to others (neighbours and society) other
than the responsible producers and consumers, as illustrated in Figure 18.2. Ideally, since it 
was the decision of the business to embark on the enterprise, it is reasonable to expect the 
total benefi ts to accrue to it and no one else. Unfortunately, we do not leave in an ideal world. 
To illustrate the point, we shall presume for now, unrealistically though, that construction 
and property businesses bear the entire costs of any construction and property undertaking.

If construction and property businesses take account of the entire costs associated with 
their activity, then they will be operating along the social supply line, that is their private 
costs will coincide with the social costs. This means that the quantity of outputs they produce 
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and the price at which these are sold will be determined by the point of intersection of the 
social demand; that is, the entire benefi ts from the undertaking on one hand and the social 
costs – that is, the entire costs of the undertaking on the other. At this point of intersection, 
the social optimum quantity, the socially desirable output level from construction and prop-
erty activities will be Q0 at a corresponding price of P2. At this output level, relatively more 
of the positive side effects of construction and property activities would be produced. In 
practice, however, it is not always possible for construction and property fi rms to capture 
the full benefi ts of their activities. For instance, a private construction and property busi-
ness is unable to cream-off or charge for the property value appreciation that its activities 
bring on neighbouring properties. Consequently, they concentrate on the benefi ts they can 
directly capture through effi cient pricing of their products. They most often operate at the 
point of intersection between the private demand and social supply. Again, if it is reason-
ably presumed that incidental benefi cial outputs decreases with contraction in outputs, then 
the inability of construction and property enterprises to capture the external benefi ts of their 
operations would ultimately lead to a reduction in the production of these good side effects, 
as they will be operating at reduced output levels of Q* and a corresponding reduced price 
level of P1. The only way that construction and property businesses could be incentives to 
expand the positive side effects of their activities is for them to capture the external benefi ts 
they generate as well.

18.13 Fair distribution of gains and burdens

The basis of a fair distribution of the gains and burdens of construction and property enter-
prises with the natural environment must be a comparison between the external benefi ts 
and costs associated with the undertaken. This is because, from the economic viewpoint, the 
stakeholder status of the environment is based primarily on the external benefi ts and costs; 
the environment is affected by the imposition of external costs on it; it affects construction 
and property enterprise by denying it the external benefi ts. If the external costs imposed on 
the environment are equal to the external benefi ts that the environment denies the business, 
then the benefi ts and costs are fairly distributed; otherwise it is an unfair distribution. The real 

Figure 18.2 Environmentally benefi cial construction and property externalities.
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problem is how the costs and benefi ts may be distributed fairly if external costs are more than 
external benefi ts or vice versa.

Before turning to how fairness in the distribution of the burden and benefi ts may be 
achieved, it is important to sum up the points made so far on the externalities of construction 
and property businesses. The presence of negative externalities implies that construction and 
property businesses underprice their products. This is, essentially, because the costs of these 
products to the business do not refl ect their total costs – it excludes their associated exter-
nal costs – the costs of the damage to the environment. When goods are underpriced, their 
consumption tends to increase which in turn leads to overproduction. Increase production, 
in turn, leads to increases in damages to the environment. However, more importantly, the 
increase consumption and underpricing of construction and property products discourages 
investments in technologies to mitigate the negative impacts of construction and property 
activities on the environment. The presence of positive externalities, on the converse, leads to a
reduction in the profi tability of construction and property businesses. This, in turn, discour-
ages construction and property businesses from engaging in activities that generate external 
benefi ts. The balance between the uncompensated harm caused and the uncharged benefi ts 
received by society, as a result of construction and property activities, provides an indication 
of the extent to which costs and benefi ts of construction and property are fairly distributed.

18.14 Instruments for fair distribution of gains and burdens

It is worth bearing in mind that unless the costs and gains are brought within the private 
costs and benefi ts of the responsible entity, it would be unlikely that the gains and burden 
associated with construction and property activities would be fairly distributed. It is against 
this backdrop that the available economic instruments for the fair distribution of the gains 
and benefi ts of construction and property activities are evaluated.

18.15 Pigovian pricing – polluter pays principles

The fi rst and perhaps traditional instrument of ensuring the fair distribution is through gov-
ernment taxation and subsidies. This is sometimes referred to as Pigovian pricing. Though 
the modern statement of the Pigovian pricing instrument is attributed to the British econ-
omists A.C. Pigou, its historical roots can be traced to the 1700 BCE code of Hammurabi, 
which specifi es that:

(53) If any one be too lazy to keep his dam in proper condition, and does not so keep it; 
if then the dam break and all the fi elds be fl ooded, then shall he in whose dam the break 
occurred be sold for money, and the money shall replace the corn which he has caused 
to be ruined.

or

(55) If any one open his ditches to water his crop, but is careless, and the water fl ood the 
fi eld of his neighbour, then he shall pay his neighbour corn for his loss.

The basic principle is that, without the intervention of government to force polluters and 
emitters of carbon dioxide, for instance, to bear the costs of their pollution as part of their 
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direct private costs, no other feasible mechanism can ensure the fair distribution. Essentially, 
Pigou (1962) suggested that, it is the responsibility of the state to oversee the fair distribution 
of burdens and benefi ts associated with economic undertakings. Pigou offered ‘extraordinary 
encouragement’ and ‘extraordinary restraints’ upon investments as the main instrument of 
distribution. According to Pigou (1962) ‘the most obvious forms, which these encouragement 
and restraints may assume are, of course, those of bounties and taxes’. In order words, a price 
has to be attached to the emissions in such a way that polluters are taxed an amount equal to 
the external costs of their pollution or reimbursed for the external benefi ts they generate. This, 
if implemented fully, will ensure that construction and property businesses bear, as far as 
money can pay, the full costs (private and external costs) of their operations whilst receiving 
the full benefi ts of their operations. A pollution tax, such as carbon tax, which is a fee levy for 
each ton of emission of GHGs, is an example of a negative externality tax. Such taxes consti-
tute restraints and they make it costly to emit pollutants; thereby, acting to discourage actors 
from engaging in activities, or using means that emits pollutants. This will, in turn, encour-
age investments in technologies that lead to the accomplishment of the undertaking at much 
reduced rate of pollutant emissions. It also forces businesses to take explicit account of the 
external costs of their operations; thereby, forcing businesses to price their products appropri-
ately and, hence, produce at the social optimum level. Pollution taxes will lead to fair distri-
bution of costs only when the tax amount is equal to the external costs. When the tax amount 
falls short of the actual external costs associated with the undertaking, construction and prop-
erty businesses will still not be bearing the full external costs of their operations and, hence, 
continue to underprice their products and continue to emit signifi cant tons of pollutants.

The Pigovian pricing when properly implemented truly brings the external costs within 
the direct private costs. There are, however, several problems with the Pigovian pricing 
approach. Firstly, in those sectors where it is possible for the businessperson to pass on all 
its costs to the consumer by building it into the price of its products, the tax imposed will 
ultimately be borne by the same consumer who suffered the external costs. The tax could, 
thus, compound the costs faced by consumers at the benefi ts of the business. In such cases, 
the tax will not discourage damages to the environment. Then again, precise estimates of the 
actual external costs associated with the emission of a unit of each identifi able pollutant is 
required for pollution tax to work effi ciently. As observable from the above discussion, the 
actual costs of the damage associated with particular pollutants are uncertain and, hence, dif-
fi cult to quantify in monetary terms. Besides, construction and property activities emit sev-
eral different pollutant types – some may be easily detected, many may still remain unknown 
for a considerable length of time. The danger with this is that, the tax imposed could also be 
in excess of the actual external costs associated with the activities. Where it is not possible to 
pass such taxes onto the consumer, this may lead to a reduction in outputs. For example, the 
construction sector relies heavily on fossil fuel to generate energy. Yet fossil fuel, as pointed 
out earlier, is the prime cause of carbon dioxide emission. Thus, a carbon tax that cannot be 
passed on to the consumer will necessarily lead to a reduction in the use of fossil fuel leading 
to a reduction in energy use and, hence, outputs until alternative sources of energy are found.

18.16 Cap-and-trade

The cap-and-trade instrument sets an upper limit or an allowance on the total emission of a 
given pollutant that an entity is allowed to emit in a given time period. Each allowance enti-
tles companies to emit or use one ton of carbon dioxide (CBO, 2008:vii) or any other pollutant 
to which it applies. The emission allocations are couched in the form of transferable rights. 
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This means that, once an allowance is issued to a given entity that entity is free to sell it to 
another for profi ts. Likewise, other entities are free to buy more allowances from those that 
are willing to sell theirs. The cap-and-trade approach is used in the United States to reduce 
emissions that cause acid rain and is currently being used in the European Union to limit
CO2. This approach does not bring the costs of emission directly within the private costs of 
the responsible entity and, hence, unless the costs of emitting beyond the allowable limit 
are very high, most entities are unlikely to keep within their allowable limits. There are also 
monitoring costs that have to be borne by the regulator. This monetary cost adds to the exter-
nal costs and could end up causing more fi nancial harm to society.

18.17 Coasian contracts

In 1960, Ronald Coase questioned the effi ciency of the Pigovian pricing as a way of balancing 
the costs and benefi ts of externalities. Coase argued that under given circumstances, parties 
can effect a fair distribution of the external costs and benefi ts of any given business activities 
provided the parties are willing and able to engage in voluntary negotiation and trade with-
out government interventions. This will happen if the rights of the parties not to be harmed 
are well defi ned and costs of transactions are also relatively low. Where these conditions are 
met, parties affected by externalities will be able to negotiate with those causing the harm 
on the appropriate compensation package. Failing to reach agreement, those affected will be 
able to seek the authority of the courts to enforce their rights through actions in negligence 
and to claim damages. Anderson (2004:448) provides a useful analogy:

Suppose there is an apartment building with two apartments. In one apartment lives a person who 
enjoys music and values louder and louder music (more decibels) at a declining marginal rate . . . 
In other words, additional decibels provide more value to the music lover, but the marginal value of 
decibels declines until it reaches zero at the maximum number of decibels that can be produced by 
his equipment. In the other apartment lives a person who values quiet such that fewer decibels of 
noise are worth more with the marginal value of quiet declining until it reaches zero with no noise. 
There is an optimal level of noise at the point where the marginal value of a decibel to the music 
lover is just equal to the marginal value of a decibel of quiet to the quiet lover . . . Consider a case 
where there are no rules regarding noise in the apartment building and where the quiet lover moves 
in fi rst. When the music lover moves in and turns his stereo up to full volume, the quiet lover will 
clearly have reduced value of quiet. He is likely to respond by knocking on the door of the music 
lover asserting a fi rst possession right to be free of noise . . . Assuming that he can defend this right 
both morally and legally and sell it, the costs are fully accounted for when the music lover compen-
sates the quiet lover for the costs he bears or ceases producing music . . . If the quiet lover cannot 
defend his right to quiet, there will be too much noise because the music lover is not bearing the cost 
of lost quiet. [If the music lover moves in fi rst] . . .  If the quiet lover could force the music lover to 
reduce the volume without compensation; that is, the music lover cannot defend his rights, there 
will be too much quiet because the quiet lover is not bearing the cost of reduced decibels.

The practicality of Coasian contracts in the context of construction and property undertak-
ings is doubtful. This may involve construction and property enterprises entering into con-
tracts with countless hosts of affected individuals and institutions at considerable costs. Will 
they actually do that? Will they be that socially responsible?

In September 1970, Milton Friedman, an eminent economist, published an article in New 
York Times Magazine in which he argues that business enterprises have no other responsibility 
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than the direct responsibility they have towards their employers. That is ‘to conduct the busi-
ness in accordance with their desires, which generally will be to make as much money as 
possible while conforming to the basic rules of the society, both those embodied in law and 
those embodied in ethical custom’. ‘Insofar as his actions accord with his “social responsibil-
ity” reduces returns to stockholders, he is spending their money. Insofar as his actions raise 
the price to customers, he is spending the customers’ money. Insofar as his actions lower the 
wages of some employees, he is spending their money’. Thus, unless it is imposed on them, 
private enterprises are unlikely to entertain such contracts and the externality they create 
may remain unresolved.

18.18 Sustainable strategies for the environment as a stakeholder

European and national government interventions to manage the environment as a stake-
holder provide guidance and directives for construction and property businesses to address 
environmental considerations as part of their activities – to balance environment, economic 
and social perspectives for sustainable futures. This has occurred because of increased aware-
ness of global environmental problems.

Sustainable development is the most notable environmental strategy for future construc-
tion and property enterprises. The fi rst major worldwide conference on environmental issues 
was convened by the United Nations (1972) in Stockholm, Sweden. This highlighted the 
world as a place of limited natural resources with a fi nite capacity to support human life and, 
as a consequence, the UNEP was created and, moreover, many governments set up national 
ministries and agencies for the environment. Subsequently, the publication of the Brundtland 
report (1987), ‘Our Common Future’ by the World Commission on Environment and 
Development (WCED), drew international attention to the acute environmental issues facing 
the global community. This laid the groundwork for the United Nations ‘Earth Summit’ con-
ference (1992) in Rio de Janerio, Brazil. Its greatest achievement was that the summit resulted 
in the production of Agenda 21, which is a global partnership that addresses the problems of 
today and concomitantly prepares the world for the challenges of the future.

Agenda 21 implementation refl ects a global consensus and political commitment on devel-
opment and environment cooperation. In essence, it addresses the development of societies 
and economies by focusing on conservation and preservation of our environments and natu-
ral resources. However, the success of Agenda 21 is the responsibility of Governments and 
Local Authorities. That said, sustainable development has become an established research 
discipline and, moreover, as a major consideration in the shaping of government and corpo-
rate policy. National strategies, plans, policies and processes are crucial in its achievement. In 
the United Kingdom, for instance, sustainability is increasingly being applied to all areas of 
construction. In fact, the government has now introduced a range of fi scal incentives aimed 
at encouraging the take-up of sustainable design and construction measures (e.g. landfi ll tax, 
aggregates levy, land use incentives, renewable grants scheme and the energy effi ciency com-
mitment scheme).

In recent years, to promote the adoption of more sustainable construction practices and 
for these to be supported through the planning system, a wealth of government reports has 
been published. These include: ‘Building a better quality of life: a strategy for more sustain-
able development in the UK’, which demonstrates the strategy for policy development in the 
United Kingdom, and the subsequent ‘Building a better quality of life: a strategy for more 
sustainable construction’, which established key themes for action by the construction indus-
try. Other similar themed works include: ‘The construction industry: progress towards more 
sustainable construction’; ‘Better building summit – issues paper’; ‘Sustainable construction 
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brief’; ‘Demonstrations of sustainability’ and ‘Achieving sustainability in construction pro-
curement: sustainability action plan’. Details can be accessed from http://www.berr.gov.uk/.

The most noteworthy report is ‘The code for sustainable homes’, which was introduced (2007) 
to improve the overall sustainability of new homes. In an era, where the general public is more 
environmentally conscious, there is a growing appetite amongst consumers for more sustain-
able products and services. Therefore, the code offers a framework within which the home 
building industry can design and construct homes to higher standards and, at the same time, 
offer a tool for developers to differentiate themselves from their competitors. The code mea-
sures the sustainability of a home against nine design categories: (i) energy and carbon diox-
ide emissions; (ii) water; (iii) materials; (iv) surface water run-off; (v) waste;  (vi) pollution; 
(vii) health and well being; (viii) management and (ix) ecology.

18.19 Conclusion

Nowadays, environmental protection and sustainable futures are no longer things that only 
dreadlock tree-huggers worry about. People all over the country are now considering their 
own energy–resource waste footprints on the environment. However, that said, the environ-
ment is an often-overlooked stakeholder of construction and property business enterprises. 
Managing the environment as a stakeholder entails among others the fair distribution of the 
benefi ts and costs associated with the undertaking. The environmental damages caused by 
the activities of construction and property fi rms represent the external costs component of 
their activities. Profi t motives lead managers of these enterprises to avoid paying for these 
costs. They will only pay monetary equivalent for costs that fall within their direct private 
costs. Thus to foster fair distribution of the gains and burdens of construction and prop-
erty enterprises, a way has to be found to bring the external costs within their private costs. 
Pollution taxation and subsidies are the most effective instruments for realising this end.

Endnotes

 1. http://www.rotman.utoronto.ca/~stake/principles.htm.
 2.  See Cambridge Advance Learner’s Dictionary (2003), Version 1.0, Cambridge University 

Press.
 3.  For detailed description of these components of the environment see (UNEP), U. N. E. 

P. (2007) Global Environment Outlook: GEO4. Environment for Development. Nairobi: United 
Nations Environment Programme.

 4.  Climate change is defi ned by the IPCC as ‘a change in the state of the climate that can 
be identifi ed (e.g. using statistical tests) by changes in the mean and/or the variability 
of its properties, and that persists for an extended period, typically decades or longer. 
It refers to any change in climate over time, whether due to natural variability or as a 
result of human activity. This usage differs from that in the United Nations Framework 
Convention on Climate Change (UNFCCC), where climate change refers to a change 
of climate that is attributed directly or indirectly to human activity that alters the com-
position of the global atmosphere and that is in addition to natural climate variability 
observed over comparable time periods’.

 5.  According to the Kyoto Protocol to the United Nations Framework convention on climate 
change (1998) defi ned green house gases to include carbon dioxide (C02), methane (CH4), 
nitrous oxide (N20), hydrofl uorocarbons (HFCs), perfl uorocarbons (PFCs), sulphur hexa-
fl uoride (SF6).
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6.  It is worth noting that the scientifi c evidence that the recent signifi cant rise in temperature 
is caused by human activities is not yet incontrovertible. (CBO), C. B. O. (2005) Uncertainty 
in Analysing Climate Change: Policy Implications. Washington: The Congress of the United 
States. Other eminent scientists have questioned the science behind this which was most 
forthrightly conclusion drawn mainly by the intergovernmental Panel on Climate Change. 
However, given potential costs that society will bear for not taking any action if it turns out 
that the IPCC conclusion is valid, the need for caution and risk hedging demands that, at 
least for now, from policy making perspective, IPCC conclusion must form the basis of cli-
mate based actions, until they are conclusively overturned. It must not be forgotten how-
ever that, if the IPPC conclusions are found to be incorrect, then it will beg the question 
whether the considerable resources devoted to addressing climate change by both gov-
ernmental bodies and individuals could not have been channelled into more productive 
ventures.

7.  See CIRIA (1993) Environmental issues in construction: A review of issues and initiatives 
relevant to the building, construction and related industries, Vol. 2 – Technical Review
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19.1 Introduction

The stakes that an organisation contends with are often multivariate and incongruent. More 
so, responding to stakeholders can sometimes warrant change within an organisation, e.g. 
change in procedures, change in products, and so on. The need to change can be driven by 
external factors such as new legislation or increased competition and by internal factors 
such as the implementation of new technologies (Price and Chahal, 2006). The need for an 
organisation to reposition itself due to competition and other considerations can also induce 
change. Stakeholders are one of the sources that can trigger change. Thus, a stakeholder-
 conscious organisation should be ready to change to some degree at some point in time.

This chapter discusses the concept of change and how to implement it effectively as an 
essential feature of organisational practice. It proffers an action plan for change manage-
ment in organisations and covers the assumptions and inconsistencies of the concept as well 
as highlighting its inherent paradoxes. Before these 10 steps are discussed, change and its 
management are explained.

19.1.1 The concept of change

Organisational change is not an end in itself. It is only a means of adjusting to new conditions and 
sustaining or increasing competitiveness, performance and effectiveness (Kubr, 2002:90). This expla-
nation represents most of the defi nitions of ‘change’. Change comes in different magnitudes 
and types. Change can range from the simple to the drastic, from the operational to the strate-
gic type, etc. An example of change can be a relocation of a function, department or business. 
Change can also come in the form of a different service, product, management style, etc.

Change seems to stem largely from ‘rapid globalisation’, ‘liberalisation’, ‘growth of 
technology’ and ‘competition’. While the rapid rate of technological development has 
led to an increase in the pace of change, globalisation and deregulation have also given 
birth to increased competition. To survive these turmoils, organisations need to contin-
uously strive for developing and maintaining a creative and innovative edge over its 
competitors. With the ever-increasing pace of social, technological and political changes, 
there is the need to maintain a relative stability and continuity in organisations, i.e. sta-
bility in terms of workforce and shared values and change in terms of structure, work-
flow, productivity, etc. One of the vital tasks of management is to be able to strike this 
balance between desired change and stability in an organisation to ensure organisational 
success (Markham, 1991; Morgan, 1997; Sadler, 2001; Kubr, 2002).

19 Using Change Management 
to Support Stakeholder 
Management
Nidhi Shah and Philip T. Harris
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People may sometimes not be susceptible to change, at least not quickly. So organisations 
should prepare for change by adopting a management programme that will be effective. 
The discussion of this chapter provides a platform for implementing a successful change 
programme.

19.2 Change management

Organisational change management is concerned with facilitating the process of change 
through modifi cation of strategies, structures and processes (Jimmieson et al., 2008).

Change Management is the process of developing a planned approach to change in an organisation. 
Change Management can either be reactive, in which case management is responding to changes in 
the macro environment (that is, the source of the change is external), or proactive, in which case man-
agement is initiating the change in order to achieve a desired goal (that is, the source of the change is 
internal) . . . Change management can be approached from a number of angles and applied to numer-
ous organizational processes

(Paton and McCalman, 2000:22)

Change management, today, is as an essential task of the top management in any organisa-
tion. It has become relevant of late (since early 20th century) that this issue has been identi-
fi ed and dissected by managers, consultants and business academics and is an imperative for 
organisational success (Clemmer, 2006). If managing change is an essential task, then why 
was it not so three decades ago?

The approach to change depends upon the need for change in organisations. Different 
needs warrant different approaches. Typically the objective in change management 
is to minimise disruptions to the normal fl ow of activity (Paton and McCalman, 2000). 
Literature exhorts those who have been successful at changing their organisations.

The change-process seems like a magical elixir for solving organisational bottlenecks. This 
elixir is sold to organisations, enticing its management to buy it, especially as organisational 
practices have become very fl uid in the last two decades. Consequently, in the frenetic search 
for organisational success and survival in ‘today’s rapidly changing environment’ managers 
have succumbed to its Midas touch.

If organisations do have an easy recipe for instant success by adopting transformation 
processes then why do studies on the success of such initiatives show that almost two 
out of every three tend to fail? (Stewart, 1993). If there is a high failure rate in bringing 
about change, then change should not be taken lightly at all. We have charted a process-
map1 for change management (Figure 19.1). This process-map provides a framework for 
implementing change in an organisation. The attributes shown in this process-map are 
discussed in the book with the aim of enabling more effective change management in 
organisations.

19.2.1 A process-map for understanding change and its management

The process of change management in an organisation is triggered by changes in the exter-
nal environment. Often, the ‘external environment’ will affect the operations of organisations 
either directly or indirectly.

Once the need for change is identifi ed by the top management of an organisation, 
it appoints a transition team to draft a plan of action including the identifi cation of the 
exact ‘change points’ in the organisation. This team usually comprises members from top 
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management and/or management consultants. Once the plan is ready, an implementation 
team comprising the front-level managers is appointed to execute the plan. On the basis 
of the response to the execution plan, the success or failure of the change programme is 
determined.

Top management adopts a change management
programme

Is it
successful? 

Yes 

Positive benefits for
organisation Identify

reasons

No

Imperfect
implementation

Communication
and consultation

Increase in unrest and
turmoil within the

organisation

Yes

No

Change
objective

achieved?

Appointment of transition management team

Identification of areas of change and changeplan

Implementation team puts the plan into action

Change in external environment

Figure 19.1 Understanding change management.



 Using Change Management to Support Stakeholder Management  341

Success in change management is measured in terms of pre-determined criteria which are 
chalked out by the planning team. If a transformation plan fails, imperfect implementation 
and resistance to change are usually identifi ed as the reasons for it. If an organisation feels its 
poor leadership was responsible for the failure, then more effective leaders are appointed to 
execute the plan yet again. On the other hand, if an organisation thinks that by encouraging 
participation by its employees and/or advice from a management consultant will solve the 
problem, then this step is adopted.

Post-implementation of solutions just discussed, the fi rm determines whether its change 
objectives have been achieved or not. If they are achieved then the organisation is able to 
reap the full benefi ts of a successful change programme. However, if the attempt to effect 
change is unsuccessful, then the turmoil in the organisation will increase. The quest of an 
organisation is to ensure that an attempt to change is successful.

19.3 A management plan for introducing change in organisations

An organisation should approach change in a careful and planned manner, given that suc-
cess is not always guaranteed. The concept should be thought-through from beginning to 
end before it is embarked upon. In this chapter we discuss 10 aspects which can be consid-
ered while implementing change in an organisation. These 10 aspects are as follows:

 1. Recognising change in the external environment
 2. Change management in organisations
 3. Adopting a change management strategy
 4. Implementing a change strategy
 5. Coping with success and failure
 6. Dealing with imperfections
 7. Dealing with resistance to change
 8. Leadership
 9. Communication and culture
10. Using consultation

What follows is a discussion of each of these aspects. Rhetorical questions are used occasion-
ally to clarify meaning.

19.3.1 Recognising change in external environment

Repeated discussion on an ever-changing environment has given the concept of change 
a taken-for-granted outlook and this is why it is regarded today as one akin to a universal 
truth. Grey (2003:1) goes a step further in his criticism of this worldwide ranting of need 
for change in managing organisations by describing it as ‘a totem before which we must 
prostrate ourselves and in the face of which we are powerless’. In support of Greys’ (2003) 
description of change as a convenient explicit or implicit justifi cation for specifi c change pro-
grammes in organisations, the whole notion of change has been given a threatening outlook, 
leading to the need for change management.

Grey (2003) notes that the importance of a changing environment has gained momentum 
in the last three decades, i.e. the time-span people refer to as ‘today’s times’. This notion 
carries with it the assumption that there was a relatively stable environment in the past 
(pre-1960s). So can it be implied that organisations were not threatened by change before 
the last thirty years? Evidence from history shows otherwise.
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Mankind has been exposed to changes beginning from pre-historic Stone Age through 
the Age of Human Civilisation. The world has witnessed the rise and fall of the Roman 
Empire, the Renaissance, the Reformation, the Enlightenment, the Industrial Revolution, 
the World Wars, shifts from religious to secular conceptions of the world, the post war peri-
ods (1945 until the oil crisis in 1974), the invention of computers and its growth, the space 
race, the Cold War, de-colonisation, the Arms Race, the Korean and Vietnam wars, etc. These 
developments hardly constitute a stable environment (Human Civilisation: Modern culture, 
www.ecotao.com/holism). Trade has been carried along all these changing times. If organisa-
tions have been able to cope in the past despite the changes in the external environment, then 
why do we need specialists to teach organisations how to manage change, and the need for 
change management?

Globalisation has been cited as the most common trigger for change in organisations 
today. However, evidence shows otherwise. A study by Hirst and Thompson (1996) on the 
increased economic globalisation by comparing ratio of trade to Gross Domestic Product 
(GDP) claimed that there has been a drop in the GDP of most industrialised countries in 
the 20th century. Hirst and Thompson (1996) asserted that there was more global integra-
tion during the Gold Standard period than in the 1980s and also that migration of people 
has reduced in the 20th century as compared to the 19th century. Their overall conclu-
sion from their study was that the integration of the international economy has hardly 
improved since 1914.

Grey (2003) contented that the ambiguity of change dimensions and the identifi cation of 
the exact group of people affected by such changes underlie the notion of change. The issue 
is how change is viewed, i.e. whether change is seen as a threat or as an opportunity for indi-
vidual or organisational survival and success. The answer depends upon the readiness for 
change by each individual or organisation (Clemmer, 2006).

Changes in the external environment usually trigger the need for change in organisations. 
What follows is a discussion of this pre-cursor of change management programmes.

19.3.2 Change management in organisations

Clemmer (2006) describes change management as an oxymoron making as much sense as 
‘regularly irregular’ or a ‘mandatory option’. On the whole, change management is por-
trayed as a ‘one size fi ts all’ solution to management, based on the assumption that there 
is an orderly thinking and implementation process, i.e. a ‘planned approach’ to plot a 
course of action to counter changes in the external or internal environment of the organi-
sation. But this contradicts the very nature of change because it is something which can-
not be predicted accurately, so having a planned and systematic approach to combat an 
ambiguously foreseen change is doomed to meet adverse reactions. Moreover, the nature 
of change confronted by an organisation will differ with time and situations thereby 
requiring a new plan to meet the change. This may lead to numerous transformation
programmes in organisations. Ironically, continuous/regular transformation efforts 
might not add to the capabilities of organisations to adapt to change. It is an objective 
approach to a subjective concept, which is the inherent paradox of the change manage-
ment concept.

In the course of drawing up relatively elaborate change programmes, managers often 
undermine the role of employees in the process.

Despite the numerous reasons for change (external, internal or proactive), the common 
theme is that it requires changes in the organisational design, i.e. alterations in the culture 
and structure of organisations, and recent trends of fl attening organisation structures, incor-
porating fl exible procedures and responsive change mechanisms, characterise practices of 
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‘post bureaucratisation’ (Heckscher, 1994). However, it is the people who form these struc-
tures, and run them as well, so in effect they expect a change in peoples’ behaviours and 
attitudes. Managers specify the kind of response they think would be suitable for the effec-
tive implementation of the transformation process.

19.3.3 Adopting a change management strategy

Adoption of a strategy, appointment of a transformation team, plotting change objectives 
and deciding the plan of action is done under the aegis of the top management. Once the 
plan is charted out, the task of implementing it is handed over to another team comprising of 
middle and lower-level managers. The underpinning notion is one of a hierarchal 
approach to change management. The organisations’ need for change is basically the 
top-managements’ need for it. As Clemmer (2006:12) explains: ‘they (rigid leaders) aren’t 
comfortable with letting their improvement plan and path to higher performance unfold and 
evolve toward their vision, values, purposes, goals and priorities … they think they can start 
with answers’.

Moreover, senior executives and/or external consultants do not usually oversee the 
implementation of the strategies and sometimes even detailed discussion on the rationale 
behind the change programme. This is evident from the defi nition of a consultants’ role by 
Markham,

as we say in our business, we can teach a client to fi sh and we can be a fi shing guide who goes along 
on the fi shing expedition, but we clearly are not the ones to do the fi shing . . . that must be left up to 
the managers in the company that desires change (1991:32).

If consultants are not aiding the implementation of the plan they drew up, then there are 
bound to be areas which will be misinterpreted, adding to the confusion created by the 
announcement of change programmes in the organisation. The following paragraphs discuss 
the underlying assumptions of implementation programmes which in turn lead to either the 
success or failure of the programme.

19.3.4 Managing change/implementation of change strategy

According to Paton and McCalman (2000) management can follow either a participative or 
imposed approach to incorporate a transformation plan. Even though an organisation claims 
to follow a participative approach, the need for change can be taken-for-granted and imposed 
upon the employees by the top management. The employees’ participation can be restricted 
to negotiating with the planning team regarding the utilisation of resources and methods to 
be used. Top management must not be seen to be paying lip service to this concept.

Can change can be managed at all? The Kurt Lewins Model suggests this is possible with 
the premise that there is a balance of forces for maintaining equilibrium in an organisation 
(Paton and McCalman, 2000). It is the management’s responsibility to increase the forces for 
change or decrease the forces against change. Hence, change management consists of three 
phases: (1) unfreezing to adapt to change, (2) making the change and (3) refreezing to resume 
routine tasks. The underlying assumption is that an organisation can be moulded into differ-
ent forms like a block of ice. The organisation is compared to a machine in which there are 
forces which stabilise or destabilise it.

The phenomena of freezing and unfreezing particles of water can take place under 
required temperatures and can be replicated countless number of times; however, this 
concept cannot be applied to human beings and organisations because neither reactions 
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nor a particular situation can be replicated in different organisations. It is not easy for 
employees to abandon (unfreeze) their current working styles and attitudes towards 
their work, adopt a new approach (change) and then treat the new process(es) as if they 
were the ones they have been following all along (refreeze) to carry out their daily tasks. 
The inherent fl aw with this approach lies in the issue of generalisabilty and mechanistic 
approach towards the employees (Grey, 2003; Dawson and Jones, 2005).

However while talking about an organisation, we are referring to the people who work 
there and every individual is unique by his/her personality which makes them unpredict-
able and cannot be subjected to generalisations as identical particles of water. Moreover, 
one of the most diffi cult and time-consuming changes in an organisation is the one related 
to altering the existing culture. The validity of a top-down approach to cultural change has 
been questioned widely (Smircich, 1983). It seems that some humans have an intrinsic nature 
to resist change. Hence, there is a need to recognise this resistance and to draw up plans for 
overcoming it.

19.3.5 Success or failure of a change programme

An organisation is likely to succeed with its change programme when prior planning is 
involved (Price and Chahal, 2006). Success is achieved when something planned, desired or 
attempted for is obtained (American Heritage Dictionary of the English Language, 2000). In 
this light, the desired outcomes for organisational transformation programmes vary depend-
ing upon the type of change required. For some organisations it may include such variables 
as achieving fi nancial targets, achieving key performance improvement targets, the percep-
tion of acceptance by the workforce, establishing grounds for sustaining the change in the 
organisation, establishing an effective two-way communication channel and ability to ‘walk 
the talk’(Found et al., 2005).

What might have proved successful for one fi rm might have intensifi ed the work condi-
tions in another instead of solving the issue at hand. This issue of generalisation crops up 
once again. The ambiguity regarding the concept of success and what it means to different 
organisations raises the question of the validity regarding change and its management and 
prescribing ways to ‘successfully’ deal with it. The defi nition of a successful change pro-
gramme is subjective, depending upon the type of change desired. This creates an ambiguity 
around the terms of success and failure related to change initiatives.

Studies indicate that nearly two-thirds of all change programmes fail and more often than 
not, an imperfect implementation of the change plan due to the resistance to change is often 
cited as reason for failure (Stewart, 1993). The following aspects elaborate on this further.

19.3.6 Imperfect implementation

Imperfect implementation is probably the most commonly cited reason for the failure of an 
organisational change programme. However, managers do not imply an acceptance of the 
inherent paradoxical assumptions associated with the generalisation of change management. 
In fact what it does mean is that social and organisational relations can be controlled and it 
is just a matter of doing things correctly. Moreover, there is no basis to evaluate what would 
have happened had ‘such-and-such’ not been done. Imperfect implementation has been the 
staple defence for failure right through management history. This can be seen when Taylor 
ascribed the failure of his scientifi c approach to management to inability to fully implement 
the approach. Recent examples are those related to the failure of total quality management 
and business process re-engineering in organisations (Dawson and Jones, 2005).
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Despite the high rate of failure, management literature describing how and why organi-
sations should undertake change management abounds. Why is so much effort and energy 
spent on an endeavour that is still susceptible to failure? Having theorised for decades 
on change management, why is there no single approach for implementing a change 
programme perfectly? Understandably, situations and contexts cannot be replicated in 
organisations and the success of an initiative depends upon the time and place of its imple-
mentation. However, why do change management gurus continue to stress on the gener-
alisabilty of change management approaches? These are issues which question the very 
feasibility of projecting change management as an essential task for ‘managers of today’.

19.3.7 Resistance to change

Evidence from literature indicates that although change is imperative, when people are 
confronted with it, they usually resist (Pendlebury et al., 1998; Paton and McCalman, 2000; 
Senior, 2002). In fact, studies show that nearly two in every three change initiatives in large-
scale corporations tend to fail (Stewart, 1993). The reason being that employees resist change, 
which in turn impedes on its implementation.

The proponents of change management identify the fear of failure, lack of respect for and 
trust in the change-agent(s), tendency to avoid emotional turmoil arising out of change ini-
tiatives and the dislike of imposed change as the primary reasons for resistance to change 
(Paton and McCalman, 2000). It is a natural tendency for humans to resist change if they 
feel their comfort is being threatened. This is explained by evolutionary psychologists that 
humans have an aversion for loss when they feel their positions are comfortable. This can 
be attributed to the fact that since the dawn of civilisation, man has suffered hardships in his 
quest for survival, his primary motive. So whenever he felt that he was in a place where he 
has an assured form of sustenance, he avoided wandering off in search of new land and when 
his territory was invaded by others, he defended it violently. The resistance to change can be 
analysed from this point of view. This will help managers to understand how their employees 
and even they themselves think and feel about change. The trait of personal defence has been 
passed down through generations and can be seen in the organisational context.

Nichelson (1998) suggests that when faced with resistance, managers should take it as a 
normal occurrence instead of closing-in on the concerned employees. Space, safety and 
support can enhance the generation of creative thoughts and actions from employees, con-
sequently acting as stimuli for change and an employee-driven need for change. Such an 
approach is often not considered by most managers who desire to have a transformation 
in their organisation. Moreover, managers have a tendency to generalise the resistance to 
change into a simple fi ve-stage process comprising

1. Denial for change,
2. Defence from change, i.e. trying to avoid it,
3. Employees begin to discard their old ways,
4. Employees start adapting to the new system and fi nally
5. the employees internalise the new system, making it their routine.

Here we see a glimpse of the tendency of change-agents to generalise the transformation process 
so as to incorporate it into simple and straightforward models which will occur in all situations.

People exist within a set of meaning, i.e. structures which infl uence their thoughts and opin-
ions about their experiences. These constructs are open-ended and the consequences of their 
alterations are unpredictable. Organisations to which they belong form one of these constructs 
(Grey, 2003). This observation tends to question the validity of predicting the behaviour of the 
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workforce through a step-by-step process because the effect of alterations to their meaning-
structures cannot be predicted accurately. For example, one day, if the manager of an organisa-
tion announces that there will be a 25% rise in pay for everyone, it is highly unlikely that the 
change will be met with a denial-defence-discard-adapt-internalise cycle; thereby contradicting 
the aforementioned generalisation. Herein we see the importance of the nature of change and 
its context, which many change-models fail to incorporate, consequently portraying change 
management as a simple step-by-step planned approach.

People are often claimed to be the most important asset of an organisation; however, few 
behave as if this were true. This irony is also highlighted by the relegation of reactions to 
change as something which needs to be quashed down at all costs. No wonder nearly 50% of 
transformation programmes are deemed as failures (Found et al., 2005). Leadership, improve-
ment in communication and use of management consultants are often adopted for managing 
the implementation of change and resistance to the process.

19.3.8 Leadership

Similar to the ubiquitous identifi cation of resistance to change as the reason for unsuccessful 
change programmes, leadership is cited as the means through which resistance can be con-
trolled and overcome. What needs clarifi cation is what is meant by leadership? For some it 
might mean an autocratic approach for imposing change on the workforce, yet other organi-
sations might want a charismatic and dynamic leader who can infl uence the employees to 
win their commitment towards a change programme (Robbins and Finley, 1998).

The underlying notion is that of using one’s power and authority in order to regulate 
random and chaotic events in the organisation. According to Mintzberg (1998) the issue of 
power and politics can hardly be undermined during the process of strategy formulation (in 
this case, change strategy) especially in times of huge change initiatives, when signifi cant 
shifts in power relationships occur, consequently leading to confl icts in organisations which 
can sometimes lead to the ultimate failure or abandonment of the change programme. For 
example, senior executives play strategic candidates games2 to promote their desired changes 
and on the other hand, the workforce may resort to mass movements3 ranging from rebellion 
to protest to express their discontent about the change programmes. Such political confl icts 
cause undercurrents of negative emotions which can be detrimental to organisations. Instead 
of recognising the powerful impact of resistance to change, managers continue to emphasise 
the need for infl uential leadership to effect change management thereby highlighting the top-
down approach of management towards transformation initiatives.

It is opined that leaders are often as resistant to change and prone to backsliding as their 
employees. Michael Eisner, CEO of Walt Disney is a most recent example of the phenomenon. 
Eisner was forced to rope in a high-profi le number two executive Michael Ovitz to share his 
responsibilities as the CEO. However, Eisner failed to grasp the crux of this change in his duties, 
consequently refusing to share his power with Ovitz from the very beginning (Deutschman, 
2005). This shows that top managers can pay lip service to change management programme.

19.3.9 Communication and culture

Communication is vital if a change is going to be successful (Price and Chahal,
2006). Communication with employees can eliminate their resistance and avoid confusion too.

The assumption behind the use of communication (i.e. keeping employees updated with 
the need for change) and consultation is that this approach for effecting change will be more 
successful than an imposed leader-driven one.
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In each organisation there are corporate and personal cultures and these will impact on 
how the organisation operates. Apparently, the organisations’ culture is the main deter-
minant of whether change will be adopted while the extent of participation of the indi-
viduals will depend on the extent of power they hold in the eyes of the management. In 
this regard, a strong trade union will be given a more detailed hearing in the consultation 
process.

In order to make a change objective successful, employees should not be made to take 
for granted the need for change. They should rather be made to be in agreement with the 
top management’s agenda for their negotiations with the consultant or the planning team 
(Freidman, 1977).

19.3.10 Consultation

Sometimes, an outside consulting organisation can be used to bring about change, if for 
instance, current competency is deemed inadequate. Consultants can be used where their 
added expertise is needed for a short time, wherein short-term consultation would prevail 
over long-term hiring.

Practice shows that the outcome with the use of consultants can be less than expected. 
According to Smid et al. (2006), the hiring of consultants can create a feeling of over confi -
dence and complete handing-off to these consultants. The advice is not to limit your role and 
contribution despite the presence of consultants.

The role of management consultants as change-agents has been criticised as a ‘cyni-
cal charade’ where they are often blamed for creating a crisis out of a given situation 
in order to create a demand for their services, albeit, change management. Further, 
consultants are often blamed for resorting to management fads, overuse of buzzwords 
and adopting management plans which are difficult to execute but sound nice when 
explained to the management. These mismatches are more harmful than helpful to 
organisations (Burrello, 2006).

19.4 Conclusion

No doubt the world is changing and it will benefi t an organisation if it is able to respond to 
the changes in its external and internal environment. The concept of change is easier said 
than done. Effort and resources must be devoted to a change programme to enhance success. 
Co-operation from the workforce and adoption of an implementable change programme can 
be identifi ed as keys to success (Paton and McCalman, 2000). For example, corporate giants 
such as Toyota and Mercedes Benz constantly engage in numerous change endeavours and 
some of them have been successful.

The undermining of the workforce as human assets of the organisation has led to almost 
70% failure rates in transformation programmes. This highlights the need for adopting 
human resource (HR) development as a strategic function of the top management, whether 
this is done through an HR department or a single person responsible for looking after the 
well-being of its employees. Ironically HR plays a less optimal role in change management.

Most organisational change endeavours have not been completely successful and this is a 
growing problem in the business world for which no solution has yet been found.

Claims about change and change management have massive rhetorical underpinnings. 
Practitioners of change management continue to relegate the transformation process to 
simple step-by-step procedures aimed at changing employees’ attitudes and behaviours.
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Our understanding of the myriad reactions to change management can be explained by Sir 
Isaac Newton’s (1666 in Beiser 2003:25) Third Law of Motion:

Any object at rest tends to remain at rest. An object in motion tends to remain in motion. Every 
action has an equal and opposite reaction. Force equals mass times acceleration.

In line with the above observation, if employees feel comfortable in their environment, 
they usually tend to resist change in it. But if the change will benefi t them there will be 
a large-scale acceptance to it which will in turn lead to improved job satisfaction and 
organisational performance. On the contrary, if the proposed change tends to disturb 
their equilibrium then it is met with equal amount of resistance, the counter-reaction to 
the proposed change and the total chaos created in the organisation out of this resistance 
will lead to negative performance. One failed initiative leads the organisation to adopt 
another one which ensures ‘apparent success’ – such an organisation will continue to be 
in a state of motion.

The basis that change management lies on the three-stage process of unfreezing-changing-
refreezing is now obsolete. The unpredictability of human nature contradicts the unassum-
ing reaction cycle explained in the model. The big question is: how can one plan an orderly 
approach to something which keeps changing all the time (albeit ‘the constantly changing 
world’)? The further question of the sustainability of the benefi ts from change initiatives is 
also one which is usually overlooked by managers in the quest of remaining abreast with the 
‘changing times’. To sum up in the words of Alphonse Karr (1849):

Plus ça change, plus c’est la meme chose. (The more things change, the more they stay the same.)

Endnotes

 1.  Process-map: Process-maps set out the correct sequence of activities and decision points 
within a process. It is usually used to illustrate internal departmental processes but it does not 
show who carries out the tasks or how they are carried out (Stafylarikis and Eldridge, 2005).

 2.  Strategic Candidate Games – played to effect change in an organisation; individuals/groups 
try to promote through political means their own favoured changes of a strategic nature 
(Mintzberg, 1998).

 3.  Mass Movements – range from protest to rebellion and are collective attempts to express 
grievances to promote/resist change (Mintzberg, 1998).
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20.1 Introduction
This chapter provides several case studies. Having discussed different aspects of stakeholder 
management hitherto, the present chapter is a supplement that supports the main discus-
sions in the book. The case studies also demonstrate the practicality of the concepts of the 
subject matter. It must be pointed out that these case studies are not exhaustive and are not 
meant to cover every aspect of stakeholder management.

The case studies have been provided by several contributors. Each case study is attribut-
able to the author(s) associated with it. In terms of referencing, therefore, the respective con-
tributors of the case studies should be cited as the authors. For instance, the fi rst case study 
below should be cited as:

Chanley, G. (2009) Stakeholder Dynamism – Baltimore Community Environmental 
Partnership (US EPA 1999). In: Chinyio, E. and Olomolaiye, P. (eds) Construction Stakeholder 
Management. London: Blackwell-Wiley, pp 351–352.

Table 20.1 provides a list of the case studies.
The case studies are not listed in any particular order and details of each of these now 

follows.

20 Case Studies 
Ezekiel Chinyio

Table 20.1 List of case studies

Case 
study no. Title Author(s)

 1 Stakeholder dynamism – Baltimore Community 
Environmental Partnership (US EPA 1999)

Dr Gail Charnley

 2 Co-producing Space and Value: End-User 
Involvement in the Nokia Cable Factory Building 
Renewal Project

Dr Ritsuko Ozaki

 3 Stakeholder Confl ict: A Case Study of the African 
Cherry: Prunus africana

Dr Robert Kowalski

 4 Family life cycle and planning of multifamily 
housing

João Alberto da Costa Ganzo 
Fernandez and Roberto de Oliveira

 5 The Natural Environment as a Stakeholder of the 
Built Environment: A Case Study of Residential 
Development and Forests in South Africa 

Johan J. Bester and 
I. J. van der Merwe

 6 Lessons from a railway project Dr Stefan Olander
 7 Managing stakeholders by strategically 

infl uencing the distribution of power within the 
stakeholder network

Dr Athena Roumboutsos

 8 Lessons from a housing project Stefan Olander
 9 Economic Analysis of Housing Designs Renato da Silva Solano and 

Roberto de Oliveira
10 Let’s save lives Ron Rosenhead
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20.2 Case Study No.1

Stakeholder Dynamism
Baltimore Community Environmental Partnership (US EPA 1999)

By Gail Charnley

This case study is culled from Charnley (2000) and concerns the diversity of stakeholders 
and their often confl icting interests. Sometimes the interest of stakeholders could be tacit 
and means of understanding these fully should be sought. This case study from Baltimore 
in the USA demonstrates this complex dimension of stakes.

Southern Baltimore is an industrialised area with a large concentration of industrial, 
commercial, and waste treatment and disposal facilities. Major facilities include chemi-
cal manufacturers, petroleum storage facilities, a medical waste incinerator, the city 
landfi ll and a municipal wastewater treatment plant, 11 of which report air emissions 
to the EPA Toxics Release Inventory. Additional facilities, such as the city waste incin-
erator, a large steel mill and two utility power plants, are located nearby. Altogether, 
more than 175 chemicals are emitted from facilities in the area, which led residents to 
rank air quality fi rst on their list of concerns at a community priority-setting meeting. In 
particular, the community residents were concerned about the possible public health 
consequences of exposure to the combined emissions from all the industrial, commer-
cial, and waste treatment and disposal facilities located in and around their neighbour-
hoods. A Community Environmental Partnership was started in southern Baltimore as a 
community-based approach to environmental protection and economic development. A 
subcommittee of the partnership comprising representatives of different community sec-
tors was formed to address air quality, while a separate subcommittee was formed to 
address community health. The goals of the air quality subcommittee, co-chaired by one 
resident and one industry representative, were to determine whether levels of air toxics 
resulting from industrial emissions in partnership neighbourhoods had an effect on com-
munity health and to recommend actions to improve air quality. All decisions were made 
by consensus.

The air quality subcommittee chose to use a risk-based screening method to help 
provide information on the potential health risks associated with airborne chemi-
cals in partnership neighbourhoods. The approach used standard methods to identify 
chemicals from air pollution sources that might pose the greatest health risks. Three 
successive screens of the original 175 chemicals of potential concern identifi ed four 
chemicals as being of most concern to the partnership neighbourhoods. Of those four, 
only benzene emissions were estimated to result in airborne concentrations above the 
subcommittee’s screening level, suggesting that local industrial emissions did not pose 
a threat to public health in that area. Petrochemical storage facilities in one neighbour-
hood were identifi ed as the primary source of the modelled benzene, but contributed 
only 12% of the measured ambient benzene concentrations in the area. Mobile sources 
were thought to account for most of the ambient benzene concentrations but mobile 
sources were not considered in the screening exercise, which looked only at point-
source emissions.

The limited scope of the subcommittee’s investigation produced a dilemma. The sub-
committee wanted to focus on facility-related point-source chemical emissions and to 
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develop concrete recommendations to improve community health. As it turned out, the 
study found that the point sources evaluated were not likely to be a signifi cant contributing 
factor to community health concerns. By not including a potentially important source of air 
pollution – mobile sources – in the study, the subcommittee did not have enough infor-
mation to develop the most effective recommendations. Thus it was possible that poor 
air quality did contribute to public health problems in South Baltimore, but by failing to 
look at the whole picture, the study could not answer the question in full. The relation-
ship between the limited scope of the subcommittee’s work and its ability to make recom-
mendations for improving community air quality and health was not adequately discussed, 
understood and agreed to at the beginning of the effort.

When the participants realized that the results of the study were not going to be 
able to show what some expected – that industrial air emissions posed risks to their 
health – the environmental advocacy group representatives resigned from the subcom-
mittee. In a letter to EPA (timed to be released one day before the study results were 
made public), those who resigned (and others who had not been involved in the project 
at all) stated that they were ‘deeply committed to the Partnership’s ultimate goal: the 
discovery of more effective ways to reduce pollution through the reinvention of tradi-
tional regulatory programs.’ That goal had not, in fact, been articulated and agreed to at 
the start of the effort. The letter’s authors went on to say that what they had sought by 
participating in the project was ‘a real opportunity [to develop] a new and deeper under-
standing of the environmental conditions that threaten us and [to debate] the best way 
to address those problems’ [emphasis added]. Thus those who resigned had started 
with the assumption that the environmental conditions they were addressing posed risks 
to their health. When that assumption was not borne out by the results of a process they 
had agreed to and participated in from the start, they resigned in an attempt to discredit 
the process and fi ndings and to maintain their adversarial position. In this way, the con-
fl ict became one less about what science was relevant and more about whether science 
was relevant. Scientifi c legitimacy was appealing when it suited the needs of the envi-
ronmental advocacy participants; scientifi c information was sought as a means to but-
tress their beliefs, not to answer a question or solve a problem.

Looking back, Chapter 7 of this book has discussed stakeholders’ varying priori-
ties. Much more, stakeholders’ interests are not static but fl uid. In any undertaking, 
therefore, all stakeholders must be considered and the dynamism of their expectations 
monitored.

References

Charnley, G. (2000) Enhancing the Role of Science in Stakeholder-Based Risk Management 
Decision-Making. A report for the American Industrial Health Council and the American 
Chemistry Council [Online report] Available at http://www.healthriskstrategies.com/
pub.html (Accessed on 28 November 2008).

US Environmental Protection Agency (EPA) (1999) Baltimore Community Environmental 
Partnership Air Committee Technical Report. Community Risk-Based Air Screening: 
A Case Study in Baltimore, MD. Unpublished draft document. Prepared by the US EPA 
Offi ce of Pollution Prevention and Toxics and by Versar Inc. Washington, DC (1999).



 Case Studies  353

20.3 Case Study No.2

Co-producing Space and Value: End-User Involvement in the Nokia
Cable Factory Building Renewal Project

By Ritsuko Ozaki

With an awareness of the environmental impacts of construction activities, we are forced to 
consider how we can revitalise old building stock rather than demolish, which is traditionally 
practised. Utilisation of old building stock requires consideration to meet end-users require-
ments and to ensure that various features of renewed buildings are met so that value can 
be added on the users’ terms. Technological and engineering innovations will encourage 
the effective renewal of old buildings; however, it is also crucial for construction profes-
sionals to identify what users expect of such rehabilitated buildings. Literature claims that 
end-user involvement in the product development and design process provides a sense of 
ownership and leads to success in businesses. Nonetheless, it is not easy to identify poten-
tial users and their complex and diverse requirements in construction. With this in mind, 
this case study, taken from a successful renovation project of a former Nokia Cable Factory 
building in Helsinki, Finland, discusses the ways in which end-users can be involved in con-
struction projects and design processes.

The Cable Factory (Nokia Kaapeli) is an example which shows a certain respect for 
the industrial past. A balance between existing old structures and new interventions was 
achieved by both contrasting and blending the two. With the expansion of business and 
shortage of space in the 1950s and new town planning which moved industrial buildings far-
ther from the city centre in the 1960s, Nokia Kaapeli decided to relocate. During the last few 
years of ownership, Nokia Kaapeli invested very little in the maintenance of the building. As 
the industry was moving from the area, Nokia Kaapeli started renting the premises at very 
affordable rates, and many artists and small businesses moved to the Cable Factory, due 
to the fact that they were able to secure peaceful working spaces. There were also spaces 
suitable for performances and exhibitions. The potential of the factory and its ideological  
and philosophical starting point was proved to be effective in practice before any offi cial 
decisions were made. The administrative decision-making took 4 years. In 1987, the city of 
Helsinki and Nokia agreed on the procedures for the transitional period and formed a dele-
gation to plan the future use of the factory in the ownership of the city. Plans were made to 
build schools, hotels, museums and even a car park to the former factory. The concerned 
tenants of the Cable Factory founded an association, Pro Kaapeli. Architects who had 
worked at the Factory also created a parallel plan to save the building and the activities that 
were prevalent at the post-industrial Cable Factory. They considered what kind of space 
was available in the building and the ways internal spaces could be used by different users 
(artists and visitors). Pro Kaapeli pointed out defi ciencies in the planning of the area and 
even got the media involved. Pro Kaapeli was featured in the leading national newspapers 
and national TV and managed to dissolve deeply rooted prejudices against house squat-
ters and artists who were often considered as ‘shady’. Along the lines with Pro Kaapeli, a
commissioned report described the identity of the Cable Factory and was used as a guide-
line for the future development, so that the unique atmosphere would not be destroyed and 
the building would act as a cultural symbol. For Helsinki the value of the Cable Factory 
lies on an emotional level. Those who were involved in this renovation project felt that the 
building and its newly found artistic community were too unique and valuable to be wiped 
away. A new agreement was made with Nokia, the city council decided to protect the 
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Cable Factory and its milieu and an estate company was founded. Almost all tenants were 
allowed to stay. Now, the new Cable Factory hosts theatres, museums, art schools and 
many small businesses and art workshops, and is regarded as a renowned art establish-
ment in Europe. The usable surface area is 53 348 square meters, of which 40 000 have 
been rented, and 99% of the work spaces are in use. More than 200 000 people annu-
ally attend the events taking place in the halls, museums and dance theatres. The Cable 
Factory fi nances its own operations; the turnover surpassed 3.5 million Euros in 2005. The 
new Cable Factory was – albeit initially born accidentally – was realised with tenants’ pro-
active involvement, mainly Pro Kaapeli.
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20.4 Case Study No.3

Stakeholder Confl ict: A Case Study of the African Cherry: Prunus africana

By Robert Kowalski

In the tropical forests that clothe the mountain slopes of the West African Republic of 
Cameroon grows a tall tree measuring 30 metres or more that is the source of both global 
concern and community confl ict. Prunus africana is the provider of traditional medicine 
in Africa. But it is now traded on the international market for the manufacture of products 
used to treat a number of prostate conditions that currently affect more than 50% of men 
over the age of 50. The bark of Prunus and its extracts are traded on a scale larger than 
those of any other wild African tree. The retail value of the trade in Prunus africana is esti-
mated at over US$220 million a year.

However, since 1995, its international trade has been regulated by the Convention on 
Trade in Endangered Species (CITES). Commercial exploitation, habitat loss and unsus-
tainable harvesting have led to a decline in the tree and unsustainable extraction meth-
ods, involving excessive debarking or the felling of entire trees (it is easier to strip the bark 
from a felled log), are threatening the species. Nevertheless the commercial demand has 
been so high that these unfavourable practices had become common.

However, there is one harvesting technique which can sometimes be used sustainably. 
This involves the removal of opposite quarters of the bark on the lower part of a trunk, 
with harvesting of the other quarters possible after 4 or 5 years. But all the sanctions and 
incentives have legislated against the adoption of these methods.

Although, in the long run, the assurance of the conservation of the species and the intro-
duction of sustainable harvesting systems will be to the benefi t of the pharmaceutical com-
panies that manufacture products from Prunus, commercial imperatives around gaining 
adequate supplies have often dictated the demonstration of less enlightened behaviours.
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In these circumstances I had the privilege of working with one particular group of vil-
lages on a biodiversity conservation project that had to focus upon confl ict management. 
The central stakeholders involved were the village elders – the traditional male authority 
fi gures; the young men of the villages who undertook most of the harvesting of the bark, 
using mostly unsustainable methods and operating outside of legal controls; the represen-
tatives of a French pharmaceutical company that were the major purchasers of the bark 
from these communities; and the local and regional offi cers of the Ministry of Forests who 
were charged with the conservation of the species and it protection from illegal harvesting.

The monies that fl owed into the local economy from the illicit trade in the bark were hav-
ing a number of effects, including the undermining of the traditional authority structures, the 
adoption of behaviours by the young men that were portrayed by the elders as ‘squander-
ing’ the communities’ resources, and increase in rent seeking behaviours by some offi cials.

There were three levels of stakeholder interests that were supporting the confl ict and the 
devastation of the local population of African Cherry trees. The primary interests were around 
power and authority within the community and the economic imperative of the company to 
obtain bark. The secondary interests involved on the one hand the economic resources that 
underpinned the primary interest and the continuity of supply of bark in an increasingly unpre-
dictable situation on the other. The tertiary interests revolved around the individuals’ personal 
and community histories (e.g. scores and rivalries) and engagement in corrupt practises.

The approach that we took, as external agents of change, was not to be judgemental and to 
accept that the primary and secondary interests were substantially legitimate, and in any event 
the business of the stakeholders to manage, but that the tertiary interests were illegitimate and 
had to be avoided, so as not to provide perverse incentives for maintaining the confl ict.

Using an approach and a set of tools for community wide situation analysis known as 
Participatory Learning and Action (PLA), and with staff from the Ministry of Forests sec-
onded to the project as facilitators, we engaged the various community stakeholders in an 
appraisal of the prevailing circumstances. In a series of group meetings, focus groups and 
individual interviews we explored the local history, aspirations, needs, perceptions and pri-
orities of as many different individuals and groups as we practically could, over a period of 
several months. The fi rst product of this process was the emergence of the voice of local 
women whose views, up to this point, had been essentially ignored.

As the project proceeded it was this strand that became stronger, and eventually pre-
sented itself to all parties as a potential solution. Working with the pharmaceutical com-
pany the idea of a certifi cation scheme was developed that involved the identifi cation of 
legitimately harvested bark through the use of seals. Each sack of bark was to have two 
seals, one that was held and applied by the traditional elite authority and a second that 
was in the hands of a newly formed women’s council. Both seal holders kept tallies of the 
number of sacks authorised – and these were regulated through the Ministry offi cials to 
ensure compliance with agreed sustainable quotas. The young men, now trained by the 
Ministry of Forests in sustainable harvesting techniques, collected the bark, transported 
the sealed sacks to the company and received payment, part of which was returned as a 
remittance to the seal holding authorities for use in developing the community.

For us the lessons that came from this experience revolved around the empowering 
approaches of participatory analysis with the stakeholders that enabled the solutions to 
emerge from those directly involved in the confl ict.
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20.5 Case Study No.4

Family Life Cycle and Planning of Multifamily Housing

By João Alberto da Costa Ganzo Fernandez and Roberto de Oliveira

In the Brazilian context, literature identifi es the attributes of a multifamily housing apart-
ment as: number of bedrooms, playground, two parking spaces, service bathroom, ser-
vice entrance, maid’s room, two ensuite bedrooms, at most two apartments per fl oor, a 
good view from the living room, pool, hobby box, hot-water system, ample kitchen with 
table, sophisticated security system, Jacuzzi, small wash basin, individual water meter, 
etc. Meanwhile, the family life cycle is very important in choosing a type of house. Also, 
the lot or land which is usually bought in advance because of market circumstances, and 
its location, serve as a starting point for the architectural programming (or briefi ng, as it is 
called in some other places) and the segmentation process of a multifamily housing prod-
uct. The cost of the lot will be a decisive factor in the price per unit in addition to the qual-
ity and size. A primary segmentation by income emerges almost naturally because of the 
price and characteristics of the location of the lot. Since the possibilities of the fi nishing 
standards are restricted to those considered coherent with the value of the location (pri-
mary segmentation based on income), morphological characteristics such as the number 
and type of compartments and equipment for general use, are decision variables among 
the various project possibilities, which should be defi ned by secondary segmentation. The 
key question here is: how to correctly segment a housing arrangement? Well, knowing the 
preferences of occupants at each stage of the family life cycle provides a basis for estab-
lishing a worthwhile secondary segmentation.

In this case study, the important architectural attributes of middle-class potential apart-
ment buyers in each phase of the family life cycle were observed in Florianópolis (SC/
Brazil) from 2002 to 2005. Citywide Real Estate Exhibitions were used for this purpose. 
Five stages of the classical life cycle were considered, i.e. childless couples, families with 
small children, families with teenagers, families with adult children living at home and cou-
ples in the empty nest. In this categorisation, couples in the empty nest are older and 
have children who have married and moved out of their parents’ home; while childless 
couples are relatively young and yet to have children.

Our observation in Florianópolis showed that the priorities of different family types dif-
fer. While childless couples prioritise the living room, barbecue facilities on the balcony, 
and the pool; those who have children prioritise the playground and the service bath-
room. When the children grow older, families start to value attributes related to space 
and privacy, such as the maid’s room, a hobby box, two parking spaces, two ensuite 
bedrooms and acoustic insulation. Buyers in the last phase of the family life cycle – the 
empty nest – differ from others by the importance they give to an independent service 
entrance and a nice view from the living room. The desired number of bedrooms is 
greater during the phases of family expansion and smaller during the childless and con-
traction phases.

If a designer is to get the secondary segmentation right, he/she needs to engage the 
buyers and users of buildings who are a subset of stakeholders. The appropriate form 
of communication must also be used therein. The priorities of users can be established 
by using, for example, in-person intercept surveys, which can be conducted at Real 
Estate Exhibitions (with potential apartment buyers), as we have done in Brazil. The 
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questions to use therein must be worded simply and easy to answer. This kind of survey 
is low-cost and can properly defi ne the potential family life cycle stages for each market 
area (neighbourhood) as well as identify the most important architectural attributes in 
each phase. It can also provide a basis to improve and better defi ne the architectural 
programming.

Chapter 7 discussed stakeholder mapping. An understanding of stakeholders’ expecta-
tions informs their mapping. This case study has used an effective approach to decipher 
the interests of a set of stakeholders in Brazil. The particular approach to use with other 
stakeholders will depend on who they are. The bottom line is to be effective in the under-
standing of your stakeholders and their expectations. That way, you can serve them more 
effectively.

20.6 Case Study No.5

The Natural Environment as a Stakeholder of the Built Environment: A Case Study 
of Residential Development and Forests in South Africa

By Johan J. Bester and Izak J. van der Merwe

Introduction

Should one consider the natural environment as a stakeholder when developing the built envi-
ronment? The natural environment can be severely affected, but does it have any infl uence? 
Although feedback mechanisms may exist between the natural and the built environment, the 
time lag may be long before the effects become manifested and these effects may vary in 
magnitude and signifi cance (for humans). While we as humans are only one species among 
the multitude of living things on earth, our actions can have profound impacts on other spe-
cies. Does our society provide adequate measures for balancing its potential impacts, or do 
we mainly respond to the concerns and demands of other humans?

Case background

The forests
Natural forests in South Africa are limited in extent, highly fragmented and rich especially 
in plant species diversity (Geldenhuys, 2000; Vermeulen, 2000). They occur mainly along 
the humid southern and eastern coast and escarpment where they contribute signifi cantly 
towards scenic quality of the landscape, they play an important role in soil protection 
and represent a small albeit important carbon reservoir and sink. Besides environmen-
tal functions the forests also provide forest goods and cultural services for rural people 
in their vicinity and in more distant urban areas (e.g. Lawes et al., 2004; von Maltitz and 
Shackleton, 2004). These forest ecosystems are ancient and have persisted and evolved 
through fl uctuations in global climate (Geldenhuys, 2000; Lawes et al., 2007). In terms of 
South Africa’s National Forests Act of 1998 (NFA), all natural forests are protected and 
may not be disturbed or destroyed unless there is very good justifi cation. Because they 
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are small and fragmented, each forest patch is of great importance as a link in the net-
work of forest habitats across the landscape (Geldenhuys, 2000; Vermeulen, 2000).

The arid Camel thorn savannah of the Northern Cape Province provides another case 
example. Savannah in general is less fragmented although equally signifi cant for biodiversity 
and aesthetic reasons (which presents a strong basis for tourism). The savannah also pro-
vides a variety of other environmental functions (Shackleton et al., 2007). Savannah of the 
Kalahari is characterised by the Camel thorn tree, Acacia erioloba, which is regarded as a 
keystone species. It has been a protected species under forestry legislation since the 1940s. 
All savannah woodlands are not protected by law as is the case with natural forests. However, 
an exceptionally dense and scenic area of Camel thorn savannah in the Northern Cape, the 
case example cited below, was protected as State forest for several decades until 1956.

Socio-economics
During the 1990s and into the new millennium the residential property market thrived in 
South Africa. With prevailing perceptions of crime and insecurity, a strong demand has 
emerged for residential developments that provide security infrastructure and access con-
trol. Towards the exclusive upper end of the market, such developments are often linked 
to specifi c lifestyle themes, for example golf estates or eco-estates. The latter presents 
marketing utility in an era when the general public begins to take note of environmental 
concerns. Residential property development within the setting of a natural forest or the 
savannah environment and associated with wild animals provides an ideal package of 
attributes for ‘eco-estate’ labelling. This may however be quite misleading.

Environmental impacts
Habitat destruction, fragmentation and modifi cation, among other due to urban expansion, 
are major problems with respect to already fragmented forest ecosystems such as the 
natural forests (Seydack, 2000). Regardless of their labelling as ‘eco-estates’, residential 
developments that infringe on natural forests and woodland can impose severe long-term 
burdens on forest ecosystems. Within and around human settlements fi re regimes are 
changed; forest canopies and margins are opened up resulting in alteration of the micro-
climate inside the forest; compaction of soils affect the long-term vitality of trees; human 
residence considerably elevates the risk of introduction of pathogens, alien species and 
pollution; some natural fauna, especially larger vertebrates are displaced or excluded, 
some taking fl ight from the area at the very fi rst signs of development activity (Figure 
20.1).Security fencing also isolates these forests so that any remaining terrestrial fauna 
are effectively contained. So unless their populations are actively managed, problems 
with nutrition, overpopulation, social structure, inbreeding, etc. affect the viability of some 
animal species. Abstraction of underground water may lead to salinisation or desicca-
tion of aquifers while use of fertilisers may cause eutrophication. These are some general 
impacts on which one could elaborate (Department of Water Affairs and Forestry, 2008).

Two case examples – different scenarios
The Kalahari Estate, Northern Cape: The developers of this exclusive residential complex 
anchored their development on the character of the arid Kalahari savannah, well illustrated 
by Figure 20.2, combined with the usual theme of golf. EIA procedures were followed in 
compliance with National Environmental Management legislation, which prompted objections 
to the development among others from non-government environmental interest groups. Fur-
ther, an application for licenses under the NFA was required to cut some Camel thorn trees 
for example for installation of services if the development would be authorised. The National 
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Department of Water Affairs and Forestry (Branch: Forestry) sub-divided the Camel thorn for-
est into three zones as illustrated in Figure 20.3. The core habitat, Zone 1, was the highest 
priority for conservation and Zone 3 was a buffer zone in which some development could be 
considered. A task team comprised of the Branch: Forestry, provincial conservation authori-
ties, the municipality, non-governmental organisations and the developer negotiated confl icts 

Figure 20.1 Disturbance associated with building activity in coastal forests. Building material 
introduced onto the site present a source of pollutants. A large opening was created in the for-
est canopy, which will remain indefi nitely, and access roads with associated soil compaction 
will also affect tree root systems over the long term. These are examples of impacts of varying 
intensity and temporal scale.

Figure 20.2 Camel thorn savannah in undisturbed condition in the case study area provides an 
attractive view as well as rich diversity of habitat elements. Large mammals that occur naturally 
in these arid savannahs require extensive areas to meet all their survival needs, especially for 
viable populations.
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Figure 20.3 Map showing the new development and Camel thorn forest (Source: Department of Water Affairs and Forestry, 
South Africa; Used with permission). The portions of highest conservation priority (Zone 1) occur as fragmented patches. 
Zone 2, is an extension of core habitat, which is important for connectivity. Limited developments were allowed in Zone 3, the 
buffer zone.
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of interest. Through an offset agreement the developer agreed to provide additional land for 
conservation of the main Camel thorn forest, they reduced the number of residential units in 
the proposed new development, which would be restricted to the buffer zone, and reconfi g-
ured the lay-out of infrastructure and property boundaries to minimise the impact of the devel-
opment. In view of these concessions made by the developer, the development was approved 
and a licence was granted for the removal of 113 small and six large specifi c Camel thorn 
trees. This enabled the development to proceed while maintaining a reasonable level of care 
for the ecosystem and compliance with legislation.

Coastal Forest Estate, KwaZulu-Natal: This proposed development of about 140 residential 
units was originally designed in a grid layout that would affect one of the most threatened 
coastal forest types in South Africa – a forest type that had already been reduced by more 
than a third of its original extent through various incremental impacts including agriculture 
and urban expansion. Umdoni Forest, earmarked for the development, provides habitat for 
some IUCN red data species, including the blue duiker antelope and six plant species. Alto-
gether 198 plant species were identifi ed in this 56 hectare area and over 200 bird species, 
some of which are very rare, occur here either as resident species or migrants.

Although the specifi c site of this development was designated to remain natural within 
the local Government’s open space planning framework, the developers were allowed to 
proceed with the planning of the Coastal Forest Estate. The land was private property and 
had no formal conservation status. There were few economically viable and ecologically 
compatible land use alternatives in this case. The EIA process elicited objections from the 
non-government environmental interest groups, provincial government as well as the pub-
lic. Although some forestry professionals were opposed to the development, the offi cial 
response was contradictory. Environmental authorities in the Province eventually granted 
an environmental authorisation. Appeals followed. One environmental consultant argued 
that the forests on this land constitute fairly new forest expansion, thus not old primary 
forest. Some ecologists opposed this view in the appeals. Confl icting responses from the 
various authorities caused considerable delays in the decision process.

Elsewhere along this coastline similar developments were being planned. In some 
cases opportunistic developers opened illegal clearings in forests for residential devel-
opment. Others attempted to circumvent the requirements of environmental legislation 
by presenting their developments under the framework of legislation that is intended 
to accelerate low cost housing development. In one tribunal case involving a proposed 
development in Hawaan Forest, contradictory scientifi c opinions about the environmental 
impact were presented. In this test case the tribunal ruled against the developer and set a
40-meter buffer between development and the forest as a requirement.

Analysis of some key elements

1.  Both case examples can demonstrate that residential development has signifi cant 
impacts on the forests as ecosystems or on specifi c species associated with these 
forests, especially rare and localised species.

2.  The preferential selection of forest sites (or any other pristine natural site) for residen-
tial developments suggest that the natural environment can have a positive infl uence 
on the development of the built environment. The presence of natural trees and  forests 
for example are thus seen as an attribute that enhances the appeal of the site for 
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 residential development. The result is an unavoidable confl ict. Such  preferential selec-
tion of sites of special natural quality is ironic because development on such sites often 
compromises the very qualities about the site that constitutes its basis of attraction.

3.  When one considers the ability of the natural living environment to infl uence or 
oppose a new development directly, it is obvious that the ecosystem is a stakeholder 
with no voice. It is entirely vulnerable and dependent on the ethical disposition of the 
developer or intercession by the public, civil society or Government.

4.  Over time, as the affected sites lose their original pristine character and sense of 
place, it may be interpreted as a way through which the natural environment asserts 
its infl uence. Most probably, however, such changes will go undetected except to the 
most informed property owners and may even be preferred by the residents. In more 
serious cases local environmental changes may render a site more susceptible to 
hazards such as erosion, fl ooding, forest fi re, etc. Such delayed infl uences are often 
unforeseen (by the developer) and when they occur, damage to the ecosystem may 
be irreversible. Mitigation measures then need to be devised.

5.  Market-based approaches, for example fi nancial compensation, substitution or even 
replacement, implies various further questions. It may be possible to compensate 
forest dependent local people for lost consumptive benefi ts, however, can one pay 
back to the natural environment what a property developer takes away from it? It can 
be said that forest ecosystems are undervalued and thus vulnerable in a world gov-
erned by market considerations. While it may be possible to attach a fi nancial value 
to a tree or a natural forest, should one accept such values as relevant instruments 
in all cases? Refer also to McCauley (2006) and Sapontzis (1995). When people 
obtain ownership of land, should that give them absolute right over everything on 
that land? If not, how are they compensated for lost opportunities such as income 
from development? Sometimes developers propose replacement of natural features 
on a site. Is it possible, however, to replace a natural forest or woodland ecosystem 
which resulted from centuries of evolution and succession? It is obviously not possi-
ble, even within the time span of several human generations, to recreate a forest that 
consists of living elements several centuries old. Furthermore forest ecosystems are 
more than random assemblages of trees and other species. Their existence within 
the landscape is often the unique result of complex interactions of many different 
variables. Forests are dynamic although the rate of change and development often 
far exceeds the short time frames within which most people think and conduct their 
lives. Do we as humans consider the impact of our short-term decisions on the long-
term dynamics of forests?

Concluding observations

Humans have been part of the natural environment for millennia, using its resources 
and co-existing with other living things. However, during the last few centuries we have 
acquired substantial technological abilities compared to our ancestors, enabling a human 
population of greater numbers and capable of infl icting disproportionate impacts on the 
natural environment. Our ability to extract materials and construct persistent structures for 
our own accommodation is one example.

In a world of ever fewer and smaller remnant refugia of pristine nature, humans still tend 
to view the environment from the perspective of self-benefi t. Hence developers perceive 
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forests as vacant sites, not recognising that they are indeed occupied by non-human 
inhabitants; plants and animals, many of which are unable to co-exist closely with humans. 
Existing forests or trees can even be seen as attractive attributes that render sites desir-
able for human residence, thus an opportunity to convert natural capital to physical capital 
for the benefi t of making profi t.

The natural environment fi nds itself vulnerable against this onslaught. Unable to articu-
late their needs and the consequences of proposed developments, the ecosystem and its 
constituent parts depend on human ethics, the ability of humans to care for anything other 
than their own direct short-term benefi t, and on the institutions of society to intervene with 
adequate knowledge and appropriate mechanisms to provide for the ecosystem and its 
natural dynamics (Miller, 1996).

Note

The views and opinions expressed in this case study are of the authors and do not nec-
essarily refl ect the views or policy of the Department of Water Affairs and Forestry or the 
South African Government
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Lessons from a Railway Project

By Stefan Olander

Background

Project location: Lund, Sweden
Type of project: Railway project, the construction of a two-way railway track through the 
town centre
Project cost: Approximately 1.2 billion Swedish Kronor (about 130 million EUROs)
In the late 1980s, the Swedish government decided to expand the west coast railway from 
a single- to a double-track railway. The route passes through a number of communities, 
one of which is Lund. The developer (the national railway administration) proposed an 
expansion of the railway along the existing route through the town centre and some popu-
lated areas, with the argument that it was the most rational alternative. Moreover, it was 
asserted that residents along the existing railway would enjoy a better living environment 
from noise reduction measures that would have to be introduced. The basic issue was 
that no alternative routes were properly examined.

Since the railway was routed through a built-up area, the municipality would need to 
issue fi nal approval for the project. Nearby residents formed an interest group with the pur-
pose of forcing the municipality and the developer to reroute the railway through a more 
sparsely populated area. This action resulted in demands on the developer to investigate 
alternative routes for the railway. After several investigations, all of which showed that 
the most rational route was to expand along the existing railway, the municipality gave 
approval. However, the residents were not satisfi ed and started an extensive campaign 
through the media in order to coerce the decision-makers to relocate the railway. After an 
appeal that took 6 years to process, fi nal approval to expand along the existing route was 
given.

Outcome

Demands by the municipality and residents in the vicinity led to further study of the most 
appropriate route for the double track railway. Indeed, a number of studies were con-
ducted which all showed that the best alternative was to build the railway along the exist-
ing route. On that basis, the municipality approved the proposed route. In response, the 
residents in the vicinity organised themselves with the aim of trying to infl uence deci-
sion-makers to propose a different route. This case of inadequate communication with 
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 residents in the earlier stages of the project had ruined any basis for their trust and so 
they appealed the approval decision, but lost in both instances. The national government 
took 6 years to consider the appeal with the eventual result that it required some changes 
to address concerns over noise and safety.

Consequences

The main consequence for the project was that it was delayed by approximately 7 years, 
primarily because of adverse public opinion expressed by local residents. This led to a 
time-consuming inquiry. In addition, media coverage was almost always based on the 
views of residents, which constituted ‘bad press’ and generated a generally bad reputa-
tion for the project.

20.8 Case Study No.7

Managing Stakeholders by Strategically Infl uencing the Distribution 
of Power within the Stakeholder Network

By Athena Roumboutsos

Project description

In June 1998 within the framework of the European Structural Funds (ESF) 1994–99, 
the University of the Aegean was assigned the pilot project ‘IALYSOS’ by the Greek 
Ministry of Education. This was a turnkey contract with a scope to develop 40 school 
libraries on the islands in the Aegean Archipelagos. The project involved surveying 
approximately 250 schools on 20 islands, identifying the 40 schools that could accom-
modate libraries by reverting existing classrooms into library space, whilst justifying 
the respective investment in terms of student numbers or the social impact of over-
coming isolation; design, procurement of construction work, procurement of furniture, 
computers, other tutorial equipment and 6000 book titles per library; provision of library 
services and librarian training. The project budget was approximately 7.5 million euros 
and the project duration was less than 30 months as fi nancial closing (ESF framework 
period closing) had to be achieved by 31 December 2000. From an operational point of 
view, as it was a pilot project, each task constituted a milestone as it requested minis-
terial (client) approval prior to implementation. Considering the time limitations, budget-
ary restrains, decision-making process and geographical dispersion, it was a uniquely 
complex project.

Key project implementation issues

The project team identifi ed four discrete project phases: school selection; design and pro-
curement of construction works and supplies (furniture, equipment, books), as well as 
preparation of training material; implementation and project transfer. While developing the 
initial project implementation plan and project schedule, the project management team 
identifi ed the following major sources of project risk:
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1. Authority and Authorisation issues
a.  Authorisation to access and intervene in school property. School buildings, in 

Greece, are owned by the respective Municipality, which receives school funding 
by the respective Province Authority (Prefecture). Public technical services are 
responsible for public buildings and, in this case, the respective prefecture techni-
cal services would be, primarily, responsible for the selected school buildings.

b.  Authority over school staff and moreover the school principal and teacher respon-
sible for the library, as they belonged to a totally different hierarchy, which com-
posed of the school principal, the secondary school prefecture director, the Ministry 
of Education Secondary School Directorate. The latter is responsible for teachers’ 
placements and the application of the respective employment regulatory frame-
work and independent to the Directorate funding the project.

The hierarchical structure depicted (Figure 20.4) meant that the project would be directly 
dependent on a large number of stakeholders (40 school principals and 40 teachers 
assigned to the school library, 5 secondary school prefecture directors, 5 prefecture tech-
nical services and a large number of mayors – 34 after school selection).
2.  Pressure was anticipated from local communities wishing to have their school selected 

as one of the 40 project sites, their major infl uence being towards the Municipality and 
the school staff.

3.  Dispersed geographical project locations (Map of Greek Islands and project locations 
(▲ – Figure 20.5) had a signifi cant impact on project organisation, monitoring and 
control. Principle liabilities considered were:
a.  On-site project progress reporting and quality control, as budgetary restrains would 

not allow for permanent on-site staff.
b.  Misuse of facilities before the project transfer phase.

It was obvious to the project management team that the project was directly dependent 
on too many dispersed stakeholders with unpredictable interests. Their number had to be 
reduced and dependency reversed. But how?
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Figure 20.4 Hierarchical dependencies within school environment and project.
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Figure 20.5 Map of Greek Islands and project locations.
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Mapping power distribution within the stakeholder network 
and strategic planning

The project team decided to study the problem from a stakeholder management point of 
view. Due to the dispersion of the project locations, the tasks involved in project comple-
tion and the lines of command involved in the schools, the number of immediate project 
stakeholders was, inevitably, large. However, it was noticed that each stakeholder was not 
only characterised by its individual predisposition towards the project (or particular proj-
ect outcomes/activities) but also its power dependency on other stakeholders. Therefore, 
dominant and dependent stakeholders needed to be identifi ed. The agents formulating 
these dependencies were none other than contractual agreements, legislations, regula-
tions, organisational structures, etc. as well as the political environment linking the stake-
holders. In that context, the relations between stakeholders and the project were viewed 
as a distribution of power within the project – stakeholder network.

Hence, the problem could be reduced by focusing on dominate stakeholders, identifying 
their disposition towards the project and developing a respective strategy.

Mapping the power distribution within the project stakeholder network was the way for-
ward concerning the identifi cation of the dominant stakeholders. The project team decided 
to carry out the task per project phase as different stakeholders would be involved in each 
phase and the dependencies altered according to the expected outcomes.

The school selection phase was the fi rst the project team concentrated on. Mapping of 
hierarchical dependencies accompanied by brainstorming within the project team, were 
used to produce the power distribution map of Figure 20.6.

The power dependency arrows led to three dominant groups of stakeholders: The 
Ministry of Education Personnel and Libraries Directorate, the prefecture technical ser-
vices and the local communities.

Public project promotion and campaigning, a prerequisite of European Commission 
funding, would infl uence positively local communities but during the initial project phase 
would increase pressure over school selection. The project team concluded: Timing 
wasn’t right for the public campaign.

The prefecture technical services were considered a true bottleneck, as no pronounced 
dependency was identifi ed that might secure their undivided collaboration with the project 
team. Moreover, fi ve (5) prefecture technical services would be involved in the project. 
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The project team reverted to scope management. What was needed from the prefecture 
technical services? Design and construction work approvals of a public technical unit. 
Public was the keyword. The prefecture technical services could be replaced by those 
of the University. Collaboration was not guaranteed, however, the number of stakehold-
ers would be reduce from fi ve (5) to one. In addition, it was noted that during the school 
selection phase no ‘approvals’ were required for surveying the schools.

The last dominant stakeholder group, that is the directors of the Ministry of Education 
Personnel and Library Directorates had to be interviewed in order to identify their interests 
in the project. Prior to interviewing, the project team considered the options. Stakeholder 
interests might impose constrains on an otherwise independent selection process. Timing 
was again an issue. The project team decided to acquire permission to survey schools 
from the fi ve prefecture school directors whose disposition towards the project was esti-
mated to be either neutral or positive. Stakeholder interviews would be carried out fol-
lowing the completion of the selection phase and before the ministerial decision on the 
selected schools, so as any intervention to be addressed towards the ESF Directorate 
and not towards the project team.

Mapping power distribution proved to be a useful tool, and timing the infl uence on domi-
nate stakeholders was highlighted as, equally, important.

The timing was also right for school selection. The summer school holidays were, in 
fact, the right time to survey schools with minimum disruption of school operation and min-
imum dissemination of project objectives, hence, minimising the probability of local com-
munity intervention.

With the successful and timely completion of the school selection phase, the project 
team concentrated on mapping the next phases. Emphasis was placed on the design and 
procurement phase leading to the implementation phase of the project. Power distribution 
and dependencies were mapped as shown in Figure 20.7. The decision made to seek 
the cooperation of the University Technical Services was included. However, monitor-
ing and control of implementation on a maximum of 20 (17 after selected schools were 
announced) isolated (island) locations was not a simple task. Regular monitoring was 
foreseen but for day-to-day updates, the project team had to depend on school principals 
and staff. These dependencies were, also, mapped.

While studying the dependencies during the two successive phases, two stakeholders 
(the University and the Ministry of Education Personnel and Libraries) remained dominate, 
while the relation between the project and the (potential) subcontractors and the project 
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and the Ministry ESF Directorate indicated an inversion in dependencies, as during the 
implementation phase the project would, for example, be dependent on the Ministry for a 
regular fl ow of payments.

Prior to procurement, designs had to be approved. The collaboration of the University 
Technical Services was of paramount importance to the project. Only the University chief 
administration could secure that. But why would the University attach more importance to this 
project than any other carried out by the services? On whom is the University dependent? 
To whom does the University provide services to? These were brainstorming questions the 
project team addressed. The answer was simple: Students and future students potentially 
coming from these very schools! Therefore, the campaign envisaged during the school selec-
tion mapping phase had to highlight the involvement of the University and promote University 
work to the local communities who, in essence, had an obvious interest in the project. The 
local communities’ positive dependency on the project was considered to bear the potential 
of enhancement and the project was promoted as a ‘scarce commodity’ and a unique oppor-
tunity to improve school standards. Local communities bought into the project objective and 
became dependent on the project management team to deliver the project to their communi-
ties. Consequently, Mayors and Municipalities were positioned dependently on the project, as 
this promoted their position within the local community. Additionally, the motivation of the local 
community had the anticipated positive effect on the University, as it presented itself as an 
agent open to community needs and supporting community interests in the fi eld of education. 
In the end the positive image of the University was dependent on the timely and quality prog-
ress of the project and University Heads pressured their Technical Services, by using their 
power of hierarchy, to support by all means the project.

The Ministry of Education Personnel and Libraries Directorates were, once again, 
identifi ed as dominant stakeholders. A possible negative disposition towards the project 
would infl uence their dependent staff (Library teachers and School Principals), who, in 
turn, would not be cooperative or their cooperation would be obstructed or undermined. 
There was a possibility that all stakeholders in their line of command involved in the project 
would have negative dependencies. In-depth interviews with the respective directors high-
lighted the fact that their basic ‘need’ centred on information, as there was no offi cial link 
to the Ministry Directorate funding the project (ESF). Moreover, in their perception, they 
were deprived of their entitled hierarchical power by the ESF Directorate’s fund control 
power. The answer was simple: insertion of a reporting task and the project was positioned 
favourably towards these dominant stakeholders and secured the collaboration of school
principals and staff.

One important feature highlighted by the comparison of the power distribution maps 
of Figure 20.7, was the project’s funding agent (Ministry of Education, ESF Directorate), 
which, though, presented dependent on the project during the project design and procure-
ment phase became a dominant stakeholder in the project implementation phase. The 
project team knew that all subcontracts had to be signed before the end of 1999, accord-
ing to the ESF regulation framework. Therefore, the funding agent would support the man-
agement team in any way possible in order to achieve that goal. Following this, the smooth 
implementation of the signed subcontracts would depend highly on a regular and timely 
cash fl ow provided by the Ministry. Hence, the project, during the implementation phase, 
would be dependent on the Ministry. The solution would be to involve the Ministry, con-
tractually, in the subcontracts, highlighting it as the source of funding and the project team 
as the intermediate. As contract negotiation was carried out during the procurement phase 
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(Ministry dependent on project), and at the time, the Ministry was happy to be involved in 
the proposed trilateral agreements.

Finally, the inversion of dependence between the project and the subcontractors during 
project procurement and implementation phase is a normal and anticipated relation, safe-
guarded by the terms of reference in any contract. However, in this particular case, the 
individuals anticipated to be the projects day-to-day reporters (i.e. the school principals) 
had to be provided with a minimum of power. Again, inclusion of their activities in the con-
tracts’ terms of reference provided the necessary status and reinforced the cooperation 
with the Ministry of Education Personnel and Libraries Directorates.

The analysis of the power distribution maps and the strategic planning of the project 
that followed eliminated most of the sources of project risk initially identifi ed. Prior to 
proceeding with the design and procurement phase, the project management team car-
ried out the mapping of the fi nal stage of the project to verify the expected evolution.
Figure 20.8 presents the project transfer stage following the anticipated changes in stake-
holder dependencies.

The project team was satisfi ed that, through the planned interventions all project 
stakeholders would be ultimately dependent on the project and its success. However, 
there was one fi nal risk to be addressed: Misuse of procured equipment and materi-
als prior to project transfer. Again the solution was found to be the inclusion of specifi c 
clauses in the assigned subcontracts: all equipment and materials would be the property 
of the schools. The proposed solution had dual benefi ts: released the University of any 
liability concerning misuse and enhanced the position of the school principals vis-à-vis 
the subcontractors.

Concluding remarks

By developing a strategy to reverse the power dependency within the described proj-
ect stakeholder network, the risks associated with project implementation, that is on-site 
control, authorisation and authority issues, as well as property ownership issues were 
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overcome in a very geographically dispersed project (Map of Greek Islands and project 
locations (▲ in Figure 20.5).

Mapping of power distribution within the project stakeholder network was primarily 
based on brainstorming and observations made by the project management team, which 
provided useful insight concerning relations and dispositions towards the project and its 
outcome. It was highlighted that relationships between stakeholders are dynamic and mul-
tiple feedback is required to monitor these changes.

The successful completion of the described project is promising for the methodology 
illustrated herewith.

20.9 Case Study No.8

Lessons from a Housing Project

By Stefan Olander

Background

Location: Lund, Sweden
Type of project: A housing project consisting of 60 apartments
Project cost: Approximately 60 million Swedish Kronor (about 7 million EUROs)

The property, which was purchased by a developer in the late 1980s, was an old residence 
located in a large park. It had been left vacant for several years and was in a state of disre-
pair. Nonetheless, both the residence and the park were considered by the community to 
have some cultural value; in addition, the park also had a recreational value. The proposal 
by the developer was to build two 9-storey buildings, with senior citizens as the main target 
group. The old residence was to be preserved and used as a joint facility by residents.

The proposal met opposition from neighbours and from groups that had an interest in 
the cultural values of the city. The main criticism was that the proposed buildings were too 
high and that the park would lose its recreational purpose. Furthermore, the neighbours 
objected to a foreseen deterioration in their environment. The proposal was stopped after 
a 5-year planning process, following an appeal from the neighbours. The project was then 
redefi ned. A nearby gas station was moved, which made it possible to preserve a larger 
area of the park. In addition, the height of the proposed buildings was reduced, whilst the 
number of buildings would be allowed to increase from two to fi ve. At that point, objec-
tions from the neighbours remained the only stumbling block and these were based on the 
same arguments as before.

Outcome

With the removal of the gas station, the cultural and recreational values were better pre-
served. The municipality thus approved the construction of the two 9-storey houses, 
despite their being amongst the highest buildings in the city and affecting the city skyline 
within which the cathedral was a signifi cant characteristic. The residents in the vicinity 
appealed twice against the decision and obtained approval on the second attempt on a 
legal technicality. The developer was forced to start all over again and presented a new 
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proposal consisting of fi ve 4–6-storey houses, with a large part of the park preserved as 
a public space. Concerns about the city skyline and the intrinsic cultural and recreational 
values were consequently no longer considered to be major issues. The residents living 
nearby were, however, still concerned about shade, traffi c and the potential decrease in 
their property values. Once again, they appealed against the proposed construction, but 
this time they lost, and construction proceeded. In the late 1990s, the project was fi nally 
completed after a planning process spanning 10–12 years.

Consequences

The main consequence was the time delay; the project took 12 years from the fi rst ideas 
to completion. This delay and the extensive changes to the project also had the effect that 
a signifi cant amount of committed resources were wasted, representing approximately
5–10% of the total project cost. The developer did, however, identify at least one important 
positive effect, which was that the fi nal project outcome was better than the fi rst proposal 
of two 9-storey houses. This case study demonstrates the importance of considering all 
stakeholders’ views in the course of a project. If not, the project could be delayed or faced 
other downsides.

20.10 Case study No.9

Economic Analysis of Housing Designs

By Renato da Silva Solano and Roberto de Oliveira

This case study concerns an economic analysis of the design of two multifamily hous-
ing projects in the city of Porto Alegre in the Brazilian state of Rio Grande do Sul. Both 
projects concern rectangular high-rise buildings, which have indentation on the façade in 
order to add value to the building. The designs were analysed prior to approval to ensure 
that costs were within budget as well as matching the desired profi t.

The Compacity Index (CI) was used as a decision criterion; and the major objective in 
both projects was the identifi cation of possible interventions that could improve economic 
performance while adhering to architectural solutions. Also, the aim of the designer and 
the construction fi rm was to keep the quality of the façade within a reasonable cost and 
on the same construction area. In this regard, the external characteristics of the fi nish-
ings in both projects were kept constant as they were initially proposed by the designers 
while the effect of changing the geometric shape was used to evaluate the CI effect on the 
Construction Global Cost (CGC). The shape option is indicated by the number of edges 
whose number directly affects CC/m2 and the results were set in a table.

Project No.1 is for the staff of a State Firm Foundation and its design was based on 
the requirements of 5000 typical users. The product is a condominium with 96 housing 
units, 125 parking spaces, two elevators and the dimensions of the rooms were in com-
pliance with local codes. The lot has three multistorey buildings over columns, under-
ground parking spaces; residences are from the second to the ninth fl oor and water 
reservoir and elevator installations over these spaces. Each tower can be erected in a
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‘15.75 x 27.50 meters’ rectangle without constraining the lot. It also has semi-built-in bal-
cony on the building core, a Compacity Index (CI) of 46.46% and estimated cost ranging 
from R$5.415.486 34 to R$5.447.072 09 (1£Sterling � R$4.00). According to Brazilian 
norms this design can be classifi ed as H8/3N (i.e. having eight fl oors and 3rd class type of 
fi nishings; meaning that it is not of high quality in terms of the specifi cation of materials).

In this project, eight steps named as ‘ACTION’ were employed in the decision analysis. 
This dynamic interaction involved the construction fi rm, engineer and its estimator. The 
analysis sought for an optimal solution by a step-wise variation of the building shape, that 
is changing the number of edges while seeking to increase the Compacity Index (CI). At 
the end, a saving of 4.5% was made on total construction cost.

Project No. 2 was designed by a realtor who is based in the city of Porto Alegre after con-
sulting their brokers. The design was constrained by the lot. The dwellings in this project 
are on the fi rst fl oor and consist of 24 one-bedroom and 48 two-bedroom apartments. This 
residential fl oor has balconies that are integrated with respective living rooms. The build-
ing has 144 parking spaces from the second to the thirteenth fl oor and its estimated cost 
was R$6.31M. Its CI is 64%. According to Brazilian Norms it is an H12/2N building (height 
of 12 fl oors with 2nd class type of fi nishings).
In its design analysis, three options were considered wherein the Realtor and designer chose 
the option that represented the saving of R$210 thousands on construction costs: the main 
reason being that this option provided minor effects on design and more results in decreas-
ing construction costs. The number of the edges was reduced initially to 24, then to 12, and 
fi nally to 4; which refl ected savings of 2.06%, 3.32% and 4.65% respectively. Modifying the 
façade had an intangible effect on cost on this occasion. The last option was chosen due to 
cost and not as a perfect decision. A deterministic approach might have identifi ed an optimal 
solution however a cost-based decision was acceptable to the decision makers.

In the two projects, the analyses provided the designer and owner with a clear vision 
of forecasting budget confl icts that can arise between certain stakeholders, i.e. design-
ers and estimators. The foregoing illustrates how stakeholder interactions can bring about 
interventions in design phase decisions that can increase the economic performance of 
designs. Chapter 13 discusses other benefi ts of stakeholder management.

20.11 Case Study No.10

Let’s Save Lives

By Ron Rosenhead

Why is stakeholder management so important?

We regularly run project management events for our clients and fi nd all too often that proj-
ects frequently impact upon people who have not been involved in any consultation or 
communications within the project. This has led to:

severe delays in projects
increased costs to bring stakeholders on board
belated development of a communications plans for the project

●

●

●
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The following two examples have all come from our work in training professionals 
to deliver projects on time and to budget. All names have been omitted for obvious 
reasons.

Case study 1: Let’s save lives

A local council in the UK reviewed its accident statistics. It identifi ed its worst areas in the 
Borough for accidents and decided on its priority areas for action. One stretch of road had 
claimed the lives of several people and there had also been quite a number of serious 
accidents. This road was seen as a priority area for action.

The council surveyed the road and involved the local residents and businesses in 
the area. Several schemes were developed and comments received and welcomed. 
Eventually, the council agreed on the scheme to reduce accidents on this stretch of 
road.

On the day that the work started the council received an injunction to stop work. The 
injunction said that the council has not involved a key stakeholder; the railway authority. 
They had a bridge not too far away from the work that was being suggested and they 
were worried about the impact the work would have on this structure.

Legal proceedings commenced and the council lost! It had to pay £¼ million in legal 
costs and amend the scheme – after discussions with the railway authority and the local 
population. The overall scheme was delayed for slightly over 12 months and who knows 
how many accidents happened in that time period.

The case study shows that it takes time to formally sit down and review who will be 
affected. I always suggest if in doubt include them; you can always exclude them later on 
if you discover they are not a stakeholder. Omissions can be costly, monetarily or at an 
extreme, loss of life.

Case Study 2: Drive On

During a project management course with a large manufacturing company we were dis-
cussing stakeholder management and its benefi ts to project management. One person 
suddenly shouted out: ‘Oh no, the unions!’

His story was that as he was Transport Manager for a very large fl eet of trucks all 
based in the UK. The company was trying to deliver goods all over the UK and he 
wanted to ensure that deliveries were done not only effectively but were managed well 
and considered the ‘green environment.’ He commissioned the installation of an elec-
tronic device into each vehicle which he said the unions would suggest is a spy in the 
cab as it:

tells a central control room where each vehicle is
gives information on how long each journey has taken
identifi es fuel consumption per vehicle including spending time at the side of the road 
with engine ticking over – a big problem!

He rushed out from the course and through his staff arranged to meet with the unions as 
soon as possible.

We never heard any more about this issue however, this transport manager was really 
worried about the lack of involvement with the trade unions and even suggested the
drivers could go on strike.

●

●

●
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The key lesson is to look at not only who is involved but which of the key stakeholders 
is likely to have the most impact on your project, if they are not ‘involved’, they could inter-
fere with your project at some stage.

Conclusion

Projects involve planning where all eventualities are considered and catered for upfront. 
Failure to plan is a plan to fail. One aspect that planning should not ignore is the potential 
impact of stakeholders. A project would pass through several phases and its stakehold-
ers would have varying levels of infl uence along the line. A good plan would identify who 
is who and what they can do at each stage. The foregoing two case studies demonstrate 
that stakeholders can impact on a project negatively. However, a pre-plan can forestall 
most of, if not all, the negative impacts which stakeholders can bring.

20.12 Chapter summary

The case studies illustrate the consequences of dealing with stakeholder issues in an inad-
equate manner. Chapter 1 did signify that stakeholders abound in construction projects and 
other types of projects. The levels of power and interest of these stakeholders would be dif-
ferent and these attributes are dynamic. The challenge is to monitor the changing profi le of 
your stakeholders and to be ready to address their demands. It is not an insurmountable 
challenge but a demand for due diligence. If you can track and pay attention to your stake-
holders the chance is: you will likely satisfy them all the time.

The case studies have emphasised the potential downsides of stakeholders. However, 
we must not forget the fl ip side: the benefi ts. Chapters 1 and 15 have discussed some of the 
benefi ts which stakeholders can bring to an organisation. The main concept of stakeholder 
management is to maximise the benefi ts which can be derived from stakeholders while mini-
mising the downsides. In this regard, the intention of the case studies is to fl ag up the down-
sides, provoke a thought and enhance a means of planning for these upfront. That way, the 
objective of stakeholder management will be achieved. On this note, the following chapter 
wraps-up the discussions.
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This concluding chapter is a call to excellence in stakeholder management. Our expecta-
tion is that stakeholder management will be a core competence in construction. The aim of 
stakeholder management is to maximise the benefi ts that can be derived from stakeholders 
while minimising the possible downsides that can arise by associating with them. Stakes 
are dynamic and thus must be monitored. Stakeholders also have dynamic levels of power 
and urgency. Stakes and stakeholders must be tracked at all times just like, air traffi c control, 
would track and monitor aircrafts. The scope of the subject matter is large and the intention 
of this book is not to drive fear into individuals and organisations that apply it but to advise 
that one should not drop guard.

There are gains and pains in managing stakeholders. Some of the gains of stakeholder 
management include (Roome and Wijen, 2006):

increased process and organisational effi ciency;
waste reduction and lower costs;
stronger market positioning;
reduced risk of prosecution;
identifi cation of new business opportunities;
having a good public and local community image;
having foresight of upcoming issues;
lower insurance premiums;
easier access to fi nancial support;
enhanced organisational learning.

Failure to manage stakeholders can be detrimental to an organisation. Some of these detri-
ments include (Ismodes, 1997; Carroll and Buchholtz, 2006):

1. confl icts with the local community;
2. complicated decision-making processes;
3. time delays and associated cost overruns while assessing and responding to claims;
4. negative publicity for the companies involved;
5. diffi culty in prioritising and thus responding to stakeholders’ claims.

These detriments warrant that attention is paid to stakeholder management. A full recogni-
tion of stakeholder management as a core organisational function would boost its implemen-
tation. Every organisation does manage its stakeholders in one way or the other. However, 
many organisations have practised this at an informal level with their departments and font-
line operatives allowed to use their initiative to implement it. A placid approach to stake-
holder management is no longer worthwhile especially as activities in the global economy 
have heightened and the level of competition in all sectors. Organisations and individuals may 
manage stakeholders unconsciously. However, this vital function needs to be formalised in 
organisations. This should start by recognising the contributions of stakeholder management.

When a function is formalised, there is a demand for resources to be committed to it.
A spin-off from this is that the function will then be accountable wherein someone will 
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bear ultimate responsibility for it. In contrast, when a function is not formalised, then some 
employees who are especially laid-back may opt not to implement it.

The gains and pains of stakeholder management should inform practice. When the contribu-
tions of stakeholder management are valued, its implementation will be upheld and sustained.

21.1 A corporate issue

Sometimes an organisation may wish to act alone; and sometimes it will want to partner with 
others. This fl uid situation is applicable to stakeholder management as well. The decision to 
coalesce with whom and when should be made at top level. Management should provide 
guidance in terms of stakeholder management.

 Stakeholder management should also fl ow from strategy, i.e. it should enable an organisa-
tion to actualise its strategies. Thus, a strategy-statement will boost stakeholder management 
in organisations. While ‘top-down’ guidance is required for effective stakeholder manage-
ment, a ‘bottom-up’ feedback from those who implement it is equally vital. That way, the 
practise can be updated continuously.

21.2 Also a people issue

Stakeholder management is a ‘people-issue’. People represent organisations as well as 
spearhead their stakeholding functions. An understanding of how to deal with people and 
their concerns is a big step towards good stakeholder management practice. In this regard, 
stakeholder management involves appropriate communication which involves the use of 
diverse channels to supply relevant information.

A lot of issues can be resolved if communication can be forthcoming at the right time and 
manner. If only the community had been kept informed, their opposition could have been 
forestalled. If only the supply chain had been provided the relevant information, the project 
would not have experienced a delay. There can be so many if-only’s. The point is that a stitch 
in time saves nine.

Stakeholder management is also about making and managing relationships. This calls for an 
understanding of individual and corporate behaviour and how to respond to these. As stake-
holder management involves dealing with several people, one has to be adaptable. A fl exible 
approach helps in dealing with different scenarios. However, fl exibility is not tantamount to 
weak principles. When guidance is in place, stakeholder management can be implemented in a 
deem-fi t approach while relying on underlying principles.

Sometimes problems will manifest while people interact. Some problems can escalate into 
major disputes. The ideal is to be proactive with stakeholder management such that disputes 
are avoided. When this is not possible, and such situations should be very few, then any 
resulting dispute should be resolved. The ability to resolve disputes is part of the stakeholder 
management drive and is discussed more in Chapter 17.

21.3 Preparation

The task of stakeholder management may seem daunting. However, when it is implemented 
proactively and with appropriate guidance, it will yield the benefi ts. Preparation may be 
needed in stakeholder management, as in other functions. Preparation is needed at two fronts: 
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corporate and individual. At the corporate front, each organisation needs to prepare how they 
will implement stakeholder management. This calls for guidance from the top. The manage-
ment side of an organisation should provide leadership on how to implement stakeholder 
management. Individuals should be made to know what they need to do and be empow-
ered to carry it out. Without empowerment, people can be confused, laid-back or frustrated. A 
stakeholder management champion should be visible in an organisation to drive through the 
implementation and act as custodian. Matters arising in the course of implementation can be 
discussed with this champion – who can, for instance, be the human resource manager. That 
way, the stakeholding efforts of individuals in an organisation will be coordinated.

A stakeholder management champion can provide an oversight function. This individual 
will be able to identify areas where employees need support and to arrange that to be forth-
coming. Training and development will also be the remit of this champion. Some organisa-
tions encourage or even offer training on risk management, presentation skills, budgeting, 
etc. This package can be enlarged to include stakeholder management.

When an organisation feels it is not at its best, it can opt for training and development. 
Employees at different levels should be encouraged to excel in stakeholder management. 
From operational activities to strategic decisions, stakeholder management should be visible,  
and training can be used to enhance the practice.

21.4 Research potentials

Stakeholder management in construction is under-researched and offers a huge research 
potential. There are lots of attributes to be studied. For instance, the impact of stakeholder 
management on motion study can be investigated; likewise the cost of implementing stake-
holder management. Other researchable aspects are the effects of stakeholder management 
on sustainability, profi t, risks, etc.

21.5 Summary

Stakeholder management is about managing diverse stakes. It is a worthwhile endeavour 
that can yield several tangible and intangible benefi ts to individuals and organisations. In 
contrast failure to manage stakeholders can impact negatively on individuals and organisa-
tions. It is thus worthwhile, to practice stakeholder management proactively. Firms should be 
able to identify their stakeholders and nurture and sustain relationships with these. The aim 
is to optimise by maximising the benefi ts while minimising the downsides. Several tactics for 
engaging stakeholders have been discussed in this book which individuals and organisations 
will fi nd useful.
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management, 222
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and interest, 4, 89, 126, 127, 162, 293
and legitimacy, 3–4

primary stakeholders, 3, 67, 123, 126, 217, 320
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stakeholders’ satisfaction, tactics for, 131
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traditional procurement system (TPS), 207–8
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transaction costs, see direct costs
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United Nations ‘Earth Summit’ conference, 334
United States Army Corps of Engineers (USACE), 243
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verifi cation of need
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implementation, 43

project delivery, 43–4
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