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Abstract 
 

The construction industry could be described as a playground for intense competition, with a high 
complexity of operations that are performed within the boundaries of projects, with high risks emerging 
from the cyclicity of economic activity and with adversarial relations between the clients and the 
contractors, the contracts often being concluded after a process of competitive bidding based on lowest 
price. Other major risks identified in construction industry can stem from the behavior of an individual 
stakeholder or from the interfaces among internal stakeholders (sub-contractors with different cultures and 
values), risks termed network project risks. In this context, the development of trust-based relationships is 
vital in construction industry. Such long-term relationships with clients and other parties in the business 
network are the subject of relational marketing, which can prove its effectiveness for the business success of 
construction industry actors. The paper reviews the critical conditions that have to be fulfilled by the 
collaborative relationships called partnering, as manifestations of a relationship marketing approach, in 
order to bring added value to the involved parties. 

 
1 Corresponding author: florin.alexandru.luca@gmail.com 



SEA - Practical Application of Science 

Volume VIII, Issue 24 (3 / 2020) 

 

 
370 

 

INTRODUCTION 

 

The construction industry is one of the most 

important economic sectors, that contributes to 

GDP growth in many countries, but it is also the 

subject of intense international competition. The 

activity in this sector is performed within the 

boundaries of projects, the operational activities 

being highly complex. The process having as 

outcome the conclusion of contracts in this industry 

is most often a competitive tender, the successful 

offer being the one that bids the lowest price. As 

such the contractors are not able to generate 

demand for their products and services and are 

forced to accept the conditions of the clients which 

have a high bargaining power. The industry is also 

subject to risks emerging from the cyclicity of 

economic activity, a high correlation between the 

evolution of the GDP and the evolution of the 

industry being observed especially in developing 

countries (Mokhtariani, Sebt & Davoudpour, 

2017b). 

The specific characteristics of this industry have 

led to the underdevelopment of the marketing 

activities, because the theories and techniques 

usually applied in conventional industrial and 

services marketing do not prove to be as effective 

in the context of construction projects peculiarities. 

The complexity of the construction industry makes 

the management and marketing principles that 

improve performance in other industries (as for 

example, automotive industry) to be not easily 

transferable to the context of construction industry 

(Dubois & Gadde, 2002). 

 

 

RISK IN CONSTRUCTION INDUSTRY 

 

The general definition of business risk is the 

uncertainty of values (negative or positive) of 

economic activity’s outputs. Risk for the 

construction industry appears as the variability of 

project objectives. The accomplishment of a project 

implies the participation of a network of internal 

stakeholders that have formal contracts with other 

participants: clients, contractors, sub-contractors, 

consultants, creditors. Project success represents 

the outcome of a close and synchronized 

connection of all internal stakeholders’ activities. 

The characteristics of construction industry, which 

is highly fragmented and multi-disciplinary, lead to 

difficulties in delivering value for customers (Luca 

Ciobanu, 2016b; Mokhtariani, Sebt & Davoudpour, 

2017a). 

The majority of risks identified in construction 

industry can stem from the behavior of an 

individual stakeholder or from the interfaces among 

internal stakeholders (sub-contractors with different 

cultures and values), risks termed network project 

risks. The uncertainty stems from the incapacity to 

achieve full knowledge of the actions of all 

stakeholders in the network, their motivations and 

responses to changes (Lau & Rowlinson, 2009). 

The main risk categories embedded in the phases of 

a construction project are: 

 

Primary design: 

- Risk of inadequately estimated competition; 

- Risk of inadequately understanding of clients’ 

preferences, leading to defective design; 

- Risk of unsynchronized design (structural, 

mechanical, electrical, etc); 

- Risk of over-estimating the cost of a project (and 

thus losing the contract in the bidding process) 

(Odimabo & Oduoza, 2013). 

 

The tender: 

- Risk of tender cancellation; 

- Risk of competitors’ use of dumping pricing; 

- Risk of misfitting the budget for marketing and 

lobbying; 

- Risk of low client’s reliability. 

 

Elaborated design: 

- Risk to select a misfit design team;  

- Risk to not comply with the aesthetic options of 

the investor;  

- Risk of inconsistent technology selection (type of 

construction, materials); 

- Deficient communication between internal 

stakeholders. 

 

Construction: 

- Gaps between the implementation and the 

specification due to misunderstanding of 

specification; 

- Undocumented change orders; 

- Lower work quality due to time constraints;  

- Deficient communication between internal 

stakeholders; 

- Legal disagreements among the parties of the 

contract;  

- Lagging dispute solving; 

- Unexpected design changes; 

- Differences between real quantities and contract 

quantities;  

- Equivocal planning on account of project 

complexity. 

 

Financing: 

- Risk of client low credibility;  

- Risk of ambiguous contract (changes of 

objectives during the project, low accuracy in 

establishing preliminary objectives and in 

defining the scope of work and the subject for 

commissioning); 

- Risk of law compliance and enforcement 

(Szymanski, 2017). 
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With regard to risk and uncertainty, trust could be 

defined as a „willingness to become vulnerable to 

others in a risky situation, as well as trusting 

beliefs, the expectation not to be harmed by the 

behavior of the others in a risky situation” (Laan, 

Noorderhaven, Voordijk & Dewulf, 2011; Luca & 

Ciobanu, 2016a). 

In this context, the development of trust-based 

relationships is vital in construction industry. The 

commonly used method to conclude construction 

contracts is competitive bidding, mechanism that is 

more frequently encountered in countries with a 

higher percentage of publicly financed projects. 

This mechanism has some undesirable effects, 

because it emphasizes the role of low price as the 

only performance indicator for the selection of the 

right contractor, neglecting parameters such as the 

previous experience of similar projects, technical 

know-how, ability to collaborate, ability to commit 

and to share goals, trustworthiness, that a 

contractor should possess in order to lower the 

level of a project’s risk (Mokhtariani, Sebt & 

Davoudpour, 2017b). 

 

 

RELATIONAL MARKETING IN 

CONSTRUCTION INDUSTRY 

 

Relational marketing envisages long-term 

relationships with clients and other stakeholders 

that form the business network (direct business 

stakeholders such as current and potential clients, 

subcontractors, suppliers and actors that indirectly 

influence the industry such as financial institutions, 

politicians, regulators, professional institutions, 

trade unions and universities). Relationship 

marketing practices are the source of several 

benefits for construction companies, such as 

increasing repeat referral business, a better 

understanding of needs and values of clients and 

stakeholders (Davis &Walker, 2003).  

The collaborative relationships, as manifestations 

of a relationship marketing approach delivering 

successful projects, are often termed partnering. 

Partnering is based on the integration of activities 

(the process characterized by establishing shared 

project goals by different organizations, which then 

work together to attain those goals by improving 

team culture). The central element of the 

integration is joint action (in activities such as 

product development, long-term planning, training 

of staff, establishing objectives or establishing 

productive dispute resolution techniques) (Eriksson 

& Nilsson, 2008).  

In spite of a whole body of literature, partnering is 

a concept that still lacks clearness and an 

unequivocal definition. The literature commonly 

discerns between two types of partnering: project 

partnering, where partners conclude a contract with 

the duration of a specific project and where 

investments in relationship building may be strong 

but on short term; and the strategic partnering, 

where the relationship is assessed for a long-term 

future, the latter implying a long-term undertaking 

of the partners, extended across several projects. 

Comparing the way partnering is applied in 

construction and in other industries, the main 

approach in construction is on short-term, mainly 

because many projects are initiated by public 

clients, that could not involve in strategic 

partnering, but only in project partnering (Bygballe, 

Jahre & Swärd, 2010). Walker, Hampson and 

Peters (2002) define the alliance as being the 

partnering strategy that has as a result the merge of 

alliance parties into a virtual entity, project 

alliancing offering the highest unity of purposes 

between project teams. An alliance restores trust in 

construction business arrangements; the partners 

must align their objectives and develop together the 

project scope from an early stage. Alliances are 

expected to provide synergy through a 

collaborative, cooperative management effort.  

The development of long-term relationships is 

based on formal tools such as selection procedures, 

workshops, TQM, charters, facilitators and 

measurements, which are the main focus of many 

research articles (Bygballe et al., 2010), but also on 

informal aspects, such as social dynamics and 

cultural-structural aspects. The outcomes of a 

client-contractor relationship depend on the 

interaction between formal integrative procedures 

and the social dynamics of the relationship. 

 

 

CRITICAL SUCCES FACTORS FOR 

PARTNERING STRATEGIES IN 

CONSTRUCTION INDUSTRY 

 

Although the advantages of construction project 

partnering and alliancing have been established by 

a growing body of literature, these types of 

relational strategies are not always successful and 

are „no panacea” for the adversarial relations 

between the clients and the contractors, that are so 

often encountered in construction industry (Laan et 

al., 2011). For an alliance to be successful, a 

number of conditions should be fulfilled, 

conditions that are reviewed in this section.  

 

Partner selection process 

The success of a partnering arrangement depends 

on the process of partners’ selection. The selected 

companies must have characteristics that make 

them suitable for this kind of strategy, consisting of 

a win-win attitude, technical competence and 

motivation (reputation, trustworthiness, willingness 

to collaborate). The client must elaborate selection 

criteria to identify the proper partners (Le-Hoai, 

Lee & Son, 2010). 
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Eriksson and Nilsson (2008) also found that the 

potential partner in a project is likely to be selected 

from the list of contractors with whom the client 

has had repeated transactions, the developed 

relationship increasing the probability to conclude a 

strategic partnering arrangement.  

Crespin-Mazet and Ghauri (2007) emphasized the 

importance of the “relational congruence in the 

project network”, preceding the choice of a project 

partner. This concept comprises the level of trust, 

commitment and shared goals developed in the 

relationship between the contractor, the client and 

other key players in the project network before the 

partnering arrangement is settled.  

Crespin Mazet, Ingemansson Havenvid and Linné 

(2015) analyzed the impact of previous 

relationships between the actors in a project 

network (client, contractor, key suppliers) on the 

choice of a partnering strategy and on the choice of 

partners, considering partnering a formal 

convention during a single project period of time. 

They explained the positive influence of the former 

business relations on the success of a partnering 

agreement, stating that on one hand business 

relationships can imply important investments and 

on the other hand, they only deliver specific added 

value as long as they are maintained or further 

developed. In order to pay off the investment on 

resource adaptations, the partners are willing to 

continue their relationship. They consider that 

social interactions between the individuals in the 

process of resource combining lead to the 

development of mutual trust. 

 

The development of trust  

A high percentage of the literature on partnering 

considers this approach a formal contract or 

agreement between two or more parties, delineating 

the responsibilities of each partner. Nevertheless, 

some researchers contended that partnering 

contrives to bring most advantages for the parties 

involved primarily by creating an atmosphere of 

trust and shared understanding, reflecting a 

commitment to cooperation (Bresnen & Marshall, 

2000). 

Trust is mainly an outcome of partnering relation 

and does not need to pre-exist before the partnering 

contract is concluded (Anvuur & Kumaraswamy, 

2007). In some cases, trust can exist before the 

arrangements are made, resulting from previous 

favorable business relations between the partners. 

But the important condition for the partnering 

strategy to be successful is the development of trust 

as the relation evolves. The achievement of trust is 

more likely to appear in the long-term relations, 

rather than in short-term ones. According to Lau 

and Rowlinson (2009), short-term partnering has a 

high probability to generate inter-firm trust 

(facilitated by formal instruments and management 

tools); strategic partnering, on the other side, in 

order to be successful, must be based on inter-

personal trust, which requires an emphasis on the 

informal aspects of relationships. 

Bygballe et al. (2010) also stressed that a business 

relationship’s strength is proportional with the level 

of investments made in adapting the common 

resources, the level of mutuality of partners, the 

period of time for which the parties involved have 

interplayed and the development of trust between 

the parties, thus appearing the benefits that can 

stem from the business relationship: reducing costs 

by increasing the effectiveness of inter-firm 

operations, learning/teaching, know-how 

development, innovation. 

Dubois and Gadde (2002) also consider that the 

development of trust leads to the extension of 

relationships on long term and to adaptations that 

are a key source of added value because they help 

reduce the need to climb a new learning curve in 

every new project, thus increasing return on 

investments. Long term relations favor innovation 

and learning, assets that are developed step by step 

during longer periods of time. 

 

A clear communication strategy 

Another critical success factor for the partnering 

strategy is the development of a clear 

communication strategy, especially for solving in a 

timely manner the conflicts that may arise during 

the project. The strategy suitable for dispute 

solving in projects is called Alternative Dispute 

Resolution, strategy that calls for amiably 

adjustment of disputes, focusing on negotiation 

against litigation (Khan, Gul & Shah, 2011). 

Le-Hoai et al. (2010) also found that partners that 

fail to effectively communicate and share 

information do not fructify the advantages of 

partnering. The lack of continuous, open and 

honest communication and the excessive 

bureaucratic systems of communication are 

drawbacks from the development of a working 

culture and relationship.  

 

The involvement of key stakeholders  

The exclusion of relevant stakeholders, such as 

subcontractors, consultants, suppliers, designers 

and others from the partnering arrangements was 

found by Le-Hoai et al. (2010) to be one of the 

reasons for which this type of strategy is not always 

successful. The adversarial approach between the 

contractor and the relevant subcontractors was 

found to be the cause of a reduced commitment of 

the contractor.  

Bygballe et al. (2010) found that a skeptic attitude 

from the sub-contractors and suppliers towards 

partnering has been reported, based on a lack of 

understanding of consequences that could be 

generated by their involvement in these type of 

arrangements. They also emphasized the 

importance of including other stakeholders from 
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the network of a project in the partnering 

arrangement, the collaboration between suppliers, 

architects and consultants being a fertile ground for 

product and process innovations. 

 

Contractual incentives 

Eriksson and Pesämaa (2013) stressed the 

importance of using incentive structures in the 

partnering agreements in order to maintain the 

interest of the parties and to deter opportunistic, 

short-term behavior. They described incentive-

based payment as the most suitable form of 

incentive agreement in construction industry, which 

motivates parties to perform as expected in order to 

maintain the cooperative spirit of partnering. This 

form of incentive structure involves open book 

accounting and arrangements to fairly share gains 

and risks. Incentive based payment, in order to be 

effective and avoid controversies concerning costs 

adjustments, needs a socially collaborative 

atmosphere between partners as a pre-requisite. 

The partners must mutually agree a “gain share-

pain share” arrangement, giving proof of a joint 

determination and agreement between the 

contractor and the client on the allocation of 

common risks. A budget is settled for the risks that 

would be commonly managed. In the case that the 

actual spent value is lower than the budget amount, 

the saved value is then shared equitably between 

the client and the contractor.  In a similar way, an 

exceeding of the target cost by the actual expended 

amount will be followed by the sharing of the over-

expenditure between the client and the contractor 

on a graded scale (Chan, Chan, Fan, Lam & Yeung, 

2008). A fair sharing of risks and rewards will 

ensure a culture of commitment, necessary to 

augment the outcomes of the partnering 

arrangement. 

 

Reducing the external effects 

One of the criticisms regarding partnering strategy 

is that it restricts the flexibility of other commercial 

relations of the contractors. Another pitfall is that 

partners become so implied in the partnering 

activities and rules, that they lose their market 

focus and competencies, thus becoming less 

competitive. The solution for the contractors would 

be to also participate in competitive bidding 

processes, to involve in non-partnering projects and 

to have more than one partnering relationship, in 

order to make a balance between all these strategies 

and maintain competitiveness for all these types of 

contracts (Le-Hoai et al., 2010). 

Dubois and Gadde (2002), citing recent research 

within the supply chain management literature, also 

showed that the integration of specific supply 

chains in construction industry may have 

unfavorable effects on other supply chains because 

it implies a trade-off between efforts to adapt in 

one chain and adaptability to others. 

 

In construction industry, it could be interpreted that 

partnering strategies implying adaptations among 

the partners in a specific project might deter the 

capacity to adapt to partners in other projects, 

therefore the involvement in a partnering 

agreement meaning to immolate the chances to 

gain from other businesses.  

Dubois and Gadde (2002) described the 

construction industry as a large network of 

suppliers, contractors and clients in which the 

couplings should be tightened (in other words, 

making arrangements to adapt to different partners 

across many different projects, for example by 

standardize some processes and operations). They 

also suggested that the couplings in the temporary 

project network should be impaired, meaning that 

adaptations in the larger network of stakeholders 

would increase performance across temporary 

networks (individual projects) and not deter it.  

 

Characteristics of the project 

Lu and Yan (2007) refer to the characteristics of 

the project as being one of the factors affecting the 

success of a partnering strategy. Partnering is a 

successful strategy when it is used for large scale 

projects (the common value used in the literature is 

over five million dollars, but the applicability of 

this value is difficult because there are large price 

gaps among regions). The duration of the project, at 

least six months, is also a criterion when choosing 

this strategy. The development of trust, which takes 

a long period of time, makes this strategy more 

suitable for programs that involve several projects. 

They also found that partnering is more adequate 

for projects embedding high uncertainty, sharing 

risks and uncertainty being one of the most 

important advantages brought by this strategy.  

Crespin-Mazet and Ghauri (2007) also consider 

that the project’s level of risk concerning the 

product, process and purpose (for example the 

design does not match the aesthetic expectations of 

the client or the client changes its needs by the 

finalization of the project), complexity (in terms of 

duration, level of innovation, team coordination) 

and project stakes (the project’s impact on client’s 

activity) is correlated with the benefits of 

partnering.  

 

 

CONCLUSIONS 

 

This paper highlighted the fact that the relationship 

marketing and its advantages for the construction 

industry are not sufficiently understood, offering a 

systematic review of the literature on partnering 

and relationships in construction industry and 

identifying the current insights of these concepts. In 

addition, the paper highlights the importance of 

informal means in the development of 
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relationships, emphasizing decisive factors that 

need to be achieved in order to attain the 

advantages of partnering.  

The paper discuses the way long-term view that 

involves more than two actors and the way 

focusing on the development of social and informal 

assets during the relationships can complement the 

formal tools and bring companies to utterly 

capitalize the investments in a partnering 

arrangement. The paper also emphasizes the 

importance of a wise choosing of potential partners 

and the reasons why partnering strategy in the 

construction sector has not been performing as 

expected, as it did in other industrial contexts.  
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