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ABSTRACT
A history of adversarial relationships, resulting in conflict between parties involved 1n
building projects has raised levels of perceived risk for clients working with contractors.
Therefore, traditional approaches to marketing management have been found to be
inappropriate. The new development in relationship marketing may assist contractors in
developing more appropriate marketing strategies. However, trust i1s essential to the
development of positive on-going relationships and if future relationship marketing
strategies are going to work, this must first be addressed. With calls for the development
of trust, the thesis concentrates on this, whilst taking into consideration the complex
exchange process between clients and contractors existing over an extended penod of time

in any one project. This within what is called the Temporary Multi-organisation (TMO).

From the client decision-maker's (CDM) perspective in the large private building sector of
the UK construction industry, this thesis empirically examines client attitude and
consequential beliefs about, trusting contractors. It also examines contractor behaviour
affecting client willingness to trust them, whilst allowing for the influence other parties
within the TMO have on CDM perspective of the contractor. To do this, two models, the
'Reasoned Action Model' and 'Conditions of Trust Inventory' were executed together
through a carefully designed questionnaire survey sent to key decision-makers’ in 590
leading large client organisations such as BAA, British Land, and major retail, hotel and
leisure companies. Depth interviews with leading UK CDM’s were used in conjunction

with prescribed practice to aid in the design and content of the questionnaire.

Given the history of client-contractor relationships, results revealed some interesting
findings. Third party influence from architects, colleagues within the CDM's firm,
contractors past clients and sub-contractors were found to be the dominant influence over
CDM trust of contractors. Results also show CDM's consider being able to trust
contractors as important, reasonable and beneficial. This leads to fewer problems with
disclosure of information, less monitoring of contractor performance in terms of quality
checks and greater likelihood of a successful project. Also, all ten ‘Conditions of Trust’
relating to CDM’s past experience of contractor behaviour are shown to be affecting the
development of trust for future projects. The research makes an onginal contnbution,
providing insight into issues affecting client trust toward contractors durning projects,
whilst identifying areas for action if trust is to be developed. It also provides marketing
theory with an insight into trust and relationship management with the TMO, a forerunner

to modemn virtual organisations.



CHAPTER ONE

Introduction to the Research Study

(Words in italic are defined in Appendix A — Glossary of Terms)

1.0 Introduction

This thesis i1s concerned with trust. The specific focus is, clients’ trust in contractors
within the private building sector of the UK construction industry. The research,
conducted within a marketing orientation starts with a background review of marketing
literature, highlighting a change currently occurring in the way marketing 1s thought
about, researched, taught and practised. Called Relationship Marketing, trust, is
considered to be of central importance to this and would enable contractors to provide
better service, greater value for money and therefore develop more satisfied clients.
However, this is within an industry in which;

(1) the exchange process experienced by parties to a building project is highly

complex because it is long term, goes through many phases and exists in what 1s
called a ‘Temporary Multi-organisation’ (TMQO) (Chemns and Bryant, 1984

p.181).
(ii)  the client-contractor relationships developing during these complex exchanges
are influenced by third parties involved in the project, particularly the design team

members.
(i)  adversarial conflict culture is a renowned feature (Kumaraswamy, 1997, Fenn

and Gamson, 1992; Hellard 1988).
These cannot be ignored. Problems like these have thwarted attempts over the past 30
years to introduce marketing into the UK construction industry, because for clients’ they
raise levels of perceived risk in what is already an inherently high-nsk industry. New
Relationship Marketing tools, and more specifically frust management can potentially
provide contractors’ with more approprate skills, enabling them to better manage the
client-contractor relationship. This should help to ease problems commonly expenenced
in the UK construction industry, by reducing client perceived risk when selecting a

contractor, whilst helping avoid adversanal behaviour which results in lack of openness



and willingness to take responsibility and, ultimately, induces conflict over time, cost and

quality issues both during and after a project.

The research may help contractors enhance their service whilst improving their
reputation. This might raise client expectations of a contractor's future performance,
improving a contractor's ability to exploit future business opportunities arising from a
better reputation for client satisfaction. Potentially enhancing a contractor's ability to gain
competitive advantage, this research could lead to improved profitability and future

survival in an increasingly competitive environment.

In order to improve relationships between clients and contractors there has been an
increasing call for trust to be developed (Hailstone, 2002b p.8; Bresnen and Marshall,
2000a p.821; Bresnen and Marshall, 2000b p.233; Egan, 1988; Thompson, 1996a;
Latham, 1994). However, whilst recent construction and relationship marketing
literatures prescribe the importance of trust in developing new competitive strategies,
there is limited empirical evidence or published work focused on understanding it, or its
role in the UK construction environment. Research for this thesis is intended to do
precisely that, by empirically examining clients' trust of contractors in the private building
sector of the UK construction industry. In doing this it also takes into consideration the
temporary nature of the project team and,

(1) the influence third parties have,

(i1)  clients’ expectations of contractors’ future performance,

(1)  the clients’ own past experience,

(i)  the perceived risk in their decision making process as to whether or not they can
trust a contractor.



1.1

1.

Research Focus

Examining all relationships between parties to a building project is too much for one
Ph.D. Latham (1994 p.3) states, 'Implementation begins with clients. Clients are at
the core of the process and their needs must be met by the industry'. Therefore, it
was decided this study would concentrate on client perspective of client-contractor
relationships. Reinforcing the need for client perspective, Egan (1998 para.17.2)
stated, 'In the best companies, the customer drives everything'. 'Activities which do
not add value from a customer's point of view are classified as a waste and
eliminated'.

The contnbution of numerous managers and professionals within a client
organisation, referred to by Webster and Wind (1972 p.12) as the Buying Centre or
Decision-making Unit (DMU) (Smyth, 2000 p.100) increases the already complex

exchange process between client and contractor. In order to attain the sharp focus, it

was decided to reduce client perspective down to that of client decision-makers.

Although Egan (1998 para.86), tells us 'the public sector is the largest client for the
construction industry'. Latham (1994 p.4) had earlier said, 'the public sector is a less
dominant client than it use to be', and that in the private sector, leading clients and
firms - also have a substantial role to play in setting demanding standards and
insisting upon improvements'. Taking these into account, this research concentrated

on the private building sector of the UK construction industry.

Where trust 1s concerned, other countries, such as Japan (Nicholson, 1992 p.350)
and the US (Hannah, 1991 p.31; Latham, 1994 p.87), are at different stages of
development. This research in accordance with calls for greater trust between clients
and contractors within the UK construction industry (Latham, 1994 p.87; Egan, 1998

para.17.5) has focused purely on the domestic market.
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5. According to Leading Edge Consultancy (1994 p.23), 90 percent of all construction
firms may be considered small. Larger firms of over 100 employees account for over
50 percent of the industry’s output, representing only about 1.5 percent of
construction firms in the UK. Thus a substantial amount of work is concentrated in
the hands of a few large contractors. For this reason research concentrated on large

private sector clients within the UK construction industry.

This research not only provides opportunities for innovative new competitive strategies
(Yates, 1994 p.58; Pries and Janszen, 1995 p.43; Thompson, 1997 p.64), it contributes
toward the important investigation into trust within the construction industry. It also
provides a foundation of knowledge on which other researchers can build and guidance

as to critical 1ssues to be addressed by contractors if client trust in them is to improve.

1.2  Research Aims
Based on reliable research into trust and behavioural intention (Chapters 3 and 4), and
focusing on the large private building sector of the UK construction industry from the

client decision-maker’s perspective, this research sets out to achieve the following:

1. Understand behavioural conditions of trust expected by the client from a
contractor throughout the life of a project.
2. Understand behavioural intention toward trusting that contractor in future

projects taking into consideration the effect of,

(1) the client deciston-maker's past experience of a contractor's behaviour,

(i)  the client decision-maker's own attitudes and beliefs about the likely
outcomes of trusting the contractor in future,

(1)  the influence on CDM's of normative expectations from key referents
(such as architects).

1.3  Key Research Questions

What are the key conditions of trust a client expects from their contractor?

To what extent does a client’s willingness to trust a contractor relate to:

a client's past experience of that contractor?

a client's beliefs about the outcome of trusting the same contractor in future?

a client's overall attitude toward trusting a contractor?

Q3 To what extent does key third party influence affect overall client trust in
contractors?




1.4  Main Research Hypotheses

As outlined in Chapter 5, research hypotheses were formulated in keeping with the above
aims and research questions and worded in accordance with the prescribed needs of the
selected research models introduced below, and the statistical tests used in their analysis.
The main research hypotheses are therefore:

H, There is a lincar rclationship between a client decision-maker’s Behavioural
Intention (BI) to trust a familiar contractor and actual trust Behaviour (B).

H, There is a lincar rclationship between sum of all Attitude items (Y Aact) toward
trusting a familiar contractor and the client decision-maker’s Behavioural
Intention (BI) to trust them.

H, There is a lincar relationship between the sum of all Conscquential Beliefs of trusting a familiar

contractor (3 b.e¢) and sum of all the client decision-maker’s Attitude items (3 Aact) toward
trusting a familiar contractor.

H, There 1s lincar relationship between the Subjective Normative Attitude (SN) toward trusting a
familiar contractor and the client decision-maker's own Behavioural Intention (BI) toward
trusting a familiar contractor.

H, There is a lincar relationship between the sum of all Normative Referents (3 nb.mc) on trusting
a familiar contractor and the client decision-maker’s Subjective Normative Attitude (SN)
toward trusting a familiar contractor.

Hg There is a lincar relationship between a client decision-maker’s own Past Experience (PE) of a
contractor’s behaviour and their Behavioural Intention (BI) to trust them.

H, There is a lincar relationship between the sum of the ten Conditions of Trust (YCTI) and the
client decision-maker’s Past Experience (PE) of the contractor’s behaviour.

1.S Brief Method Statement

Having sifted the literature on methods used in the research of trust (See below and
Chapters 4), it was decided that two models were needed to cover the complex set of
circumstances surrounding client deciston-makers’ trust behaviour toward contractors.
They were Ajzen and Fishbein’s (1980) Reasoned Action Model and Butler’s (1991)
Conditions of Trust Inventory. The output of these two models when combined would
also cover most of Al’s (1994 p.119) factors for understanding client confidence

(Chapter 4). Not previously used within the UK construction environment they had been



successfully used independently of one another in marketing studies outside of

construction.

Prescribed execution of these models required both qualitative depth interviews followed
by a quantitative questionnaire survey. Depth interviews were used to elicit necessary
items, examples and language, to help prepare the questionnaire contextually for the
focus of this research study. The questionnaire was designed and carefully piloted
(Section 5.4) before being administered as a postal survey to 590 managing directors of
large leading private sector client companies, with a cover letter asking them to forward
the questionnaire on to the manager most responsible for deciding on issues related to
new and refurbishment building work for the company as a whole. A follow up was
required which resulted in a very reasonable response rate for industrial postal surveys

(Jobber and O’Reilly 1996) of 21 per cent or 124 useable questionnaires (Section 5.5).

1.6 Chapter Breakdown

Chapter Two: starts by defining marketing, before examining changes ansing in the
form of industrial and relationship marketing principles. It examines how these principles
might help relationship strategies between clients and contractors in the private building
sector of the UK construction industry. An industry for which, traditional marketing
principles have previously failed. The stages through which construction projects develop
and the affect of the Temporary Multi-organisation are considered. In the process, a
critique of the literature is given. The chapter ends by focusing on the importance of trust

if new marketing strategies are going to work.

Chapter Three: With trust having been identified as of central importance to this thesis,
this chapter concentrates on the trust literature. Different types of trust, and the problems

specific to construction which hinder its development, are examined. A link 1s



demonstrated between trust and confidence, and a risk-confidence continuum 1s
presented explaining that risk and trust exist together, and that what 1s needed are
strategies that help to move the client perspective away from nsk-based trust and
towards confidence-based trust. Ali's (1994 p.119) factors for understanding buyer
confidence of professional services are presented as crucial constructs needed to help
understand client trust toward contractors. The literature 1s also examined to find
appropriate frameworks or models, to enable research to address Ali’s (1994 p.119)

confidence cniteria. Trust in contractors is defined.

Chapter Four: Having sifted the literature on methods used in the research of trust, a
limited amount of work on trust in the construction industry has been revealed. A search
was therefore made for models and frameworks used in other disciplines such as
marketing, business management and social psychology. Two models are identified
which, when combined, are capable of addressing the complex nature of trust in the
client-contractor relationship whilst also covering all of Ali's (1994 p.119) factors for
understanding client confidence. The models are Ajzen and Fishbein's (1980 p.100)
'Reasoned Action Model' and Butler's (1991 p.648) 'Conditions of Trust Inventory'. This
chapter examines the chosen models. It looks at their component parts and how they will
be applied. The chapter shows how the two models were combined into a single

Modified Reasoned Action Model.

Chapter Five: Reflecting on the aims, research questions and hypotheses listed above,
this chapter then sets out a series of null-hypotheses to be tested by the two chosen
models. The primary fieldwork is described showing the strict systematic way in which
depth interviews and subsequent questionnaire survey were designed and executed

according to the carefully prescribed needs of the two chosen models. This chapter also



sets out the assumptions derived from the literature on how the quantitative findings will

be interpreted for the purpose of hypotheses testing.

Chapter Six: This chapter presents analysis and results from the quantitative data
captured in the survey. Using statistical methods prescribed by the literature the results
are presented through a stage-by-stage model building process, culminating in the results

for the Modified Reasoned Action Model.

Chapter Seven: Relates the findings to a senes of Null Hypotheses, which are then
accepted or rejected based on the assumptions for interpretation reported in chapter five.
One by one, a statement is made of what each finding means and how this complements,
contradicts or contributes to the existing literature and some of the original qualitative
findings. At each stage consideration is given to the implications for construction

marketing theory and practice.

Chapter Eight: In this final chapter, a summary of findings for each of the original
research questions is presented. A statement of contribution to both knowledge and
method 1s made. Implications for construction marketing and management are
summarised from the previous chapter. A Critique of the research aims, methodology
and analysis is given along with limitations of the research and recommendations for

future research.



CHAPTER TWO

Relationship Marketing & The UK Construction Industry:
a Background Review of Literature.

2.0 Introduction
The complex exchange process between clients and other parties to a building project is
highly interactive and exists over an extended period of time. Once a building is
completed the team disbands with the contributing parties going on to other disparate
projects. This behaviour within the construction project team, was referred to by Cherns
and Bryant (1984 p.181) as the ‘Temporary Multi-organisation’. This was a seminal
piece of work from a construction marketing and client management perspective,
although today we might use the term "virtual organisation’ or ‘network’. In this context,
it is argued that relationship marketing may suit the construction industry better than
traditional marketing practices. This chapter:

1. Having defined marketing, reports on changes occurring in the way it is
strategically managed with regard to the development of relationship marketing.

2. 1t then examines why previously, marketing has not worked well in construction,
before examining the implications of Relationship Marketing literature for client-
contractor relationships within the building sector of the UK construction industry.

3. Throughout it also sets out to gain insights into the nature of the decision making
process experienced by clients when deciding which contractors to short list for
tender and/or award contracts to.

4. The chapter draws upon the ‘Model of Cyclical Market Behaviour’ (Thompson,
1996a), in which the contribution of advocate behaviour and past client business
relationships are expressly related to a contractor’s chances of being both short

listed for tender and possibly awarded new contracts on an on-going basis. Using



Industrial Marketing and Purchasing (IMP) literature, focus is on networks and
networking tied in with the organisational structures commonly found in
construction, namely the Temporary Multi-organisation (TMO).

5. An appropriate definition of relationship marketing for contractors is proposed,
based on the premise that once parties to a project disband they can act as both
positive and negative advocates for a contractor for future projects. This suggests
the existence of a virtual network which contractors should consider utilising.

6. At the same time the more recent development of Project and Strategic Partnering
found in construction is taken into account as being the primary tool for managing
repeat business relationships directly from past and existing clients.

7. The chapter finishes by identifying Trust as of central importance within the client-

contractors relationship, if the objectives of relationship marketing (as defined in

this chapter) are to be realised for the contractor.

2.1 What is Marketing?

Smyth (2000 p.25) tells us, 'a common definition of marketing has yet to be found'.

However, in referring to Lewitt (1983 p.5 & 11), he suggests one definition, considering

it to be open-ended and suitably loose as;
"..the purpose of a business is to create and keep a customer’.

Smyth (2000 p.25) goes on to state, this should involve:

"...offering a different service in order to meet the particular needs of their clients
to avoid head-on competition as much as possible, generating differences in the first

step, and this should start with the concept of marketing itself.

Bell (1981 p.7) was more specific and taking a more commercial view, defined the

essence of marketing as;

... finding out what customers want and then setting out
to meet their needs, provided that it can be done at a profit
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As with Smyth (2000 p.25 above) this highlights more strongly the importance of
customer (client) needs and wants, and stniving to fulfil them. However, Fisher (1989

p.6) 1s more subtle, stating that marketing;

...is about client care. It is about giving clients what they really want rather than what
is thought or assumed they want, or what is considered best for them".

This introduces an air of caution on assumptions that either the client of supplier are
clear on their wants and needs and that care must be taken to ensure that the best
interests of the customer are addressed. This is a view supported by Blois (2000 p.12) as
a precursor to his definition of marketing (p.17) as;

"The exchange process that occurs between individuals; between organization and
individuals; or between organizations as they seek to satisfy their needs and wants'

Whilst these definitions appear diverse, all proposing different agendas, upon reflection
there 1s a great deal of overlap. Pulling them together shows that marketing, whilst not
straightforward, is a complex business with many facets. A single binding definition for
an organisation or individual practising marketing might therefore be;

1o develop and maintain on-going mutually beneficial exchanges, on a basis of
sustainable competitive advantage, which satisfies each respective party's, interests,
needs and wants, fairly and amicably.

This of course can be done with a view to making profit, if so motivated. However, this
factor has been deliberately replaced with the terms 'fairly and amicably’ where an

organisation's or individual's purpose falls outside the purely economic profit motive

(such as charities, non-profit, voluntary or government organisations).

However, in practical terms, for an organisation to achieve this is easier said than done.
Blois (2000 p.18) goes on to talk about 'marketing management' defining this as;
"The function that, by assessing customer needs and initiating research and
development to meet them, has a major role in determining the form that an

organisation’s goods and services should take to secure optimal acceptance by
customers'.
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What this highlights is the essential need to take time, and to first understand your
customer, their needs and wants, before developing appropriate goods and services in a
form that is appealing to them. It is a philosophy that is reflected in what Brassington
and Pettitt (1997 p.5) describe as 'two popular and widely accepted defimitions of
marketing' by the UK's Chartered Institute of Marketing (CIM) and the American

Marketing Association (AMA).

‘Marketing is the management process, which identifies, anticipates
and supplies customer requirements efficiently and profitably’ (CIM)

‘Marketing is the process of planning and executing the conception, pricing, promotion
and distribution of ideas, goods and services to create exchange and satisfy individual
and organizational objectives’, (AMA)

However, determining the best approach to managing marketing is an area that has
courted much debate and research from practitioners and academics alike over many
years. Whilst its core philosophy remains the same its eclectic nature of drawing tools,
principles and practices from many different disciplines means that marketing and its
management never stands still and 1s continually in a state of evolution. However, whilst
for the most part this has been a slow process, in the 1990's ideas about how to research
and practice marketing management witnessed huge change on a scale not seen in 40
years. Referred to by Grénroos (1991 p.8 & 1994 p.4) as the development of
'Relationship Marketing', it was thought of as a new paradigm in marketing. Gronroos
(1994 p.14) states how, 'Most certainly relationship marketing will develop into such a
new approach to managing marketing problems, to organising the firm for marketing and
to other areas as well'. This change has opened up new possibilities to the construction

industry, which over many years has faced difficulty in developing effective marketing

strategies. The next section examines those posstibilities.
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2.2  Relationship Marketing: A New Marketing Paradigm

The traditional approach to marketing management utilised the ‘Marketing Mix'. This
comprises of four key areas on which marketing practitioners focus their attentions. They

are a company's:

Products (Portfolio, positioning, service augmentation and specifications etc.)
Pricing (Terms of payment, perceived value for money, competitiveness etc.)
Place (Locations, distribution channels, logistic management, delivery etc.)
Promotion (Sales, advertising, public relations, branding etc.)
It 1s through the manipulation of these vanables that businesses continually attempt to
gain competitive advantage and win market share. It is rather like mixing ingredients for
a cake: a different ingredient mix results in a slightly different cake. The objective, being
to achieve a fransaction or exchange between customers and the company responsible,
instead of competitors as defined earlier (Section 2.1). However, this has resulted 1n
marketing personnel concentrating on hitting sales targets, through a series of gimmicks
designed to gain short-term market share. Once sales and market share start to decline
the marketing effort is simply directed at boosting sales from somewhere else with a
slightly different mix of ingredients in order to maintain or improve market share.

Furthermore, much of the marketing literature until recently centred around consumer

markets with tools developed only really suited to a consumer market environment.

The problem has been that little consideration was given to how continuous changes in
the marketing mix impact on customers' perceptions of a company and its products or
services. Also, it is a costly exercise of continuously reinventing the wheel, always trying
to get new customers and by default forgetting the old. Thirdly, practitioners and
academics alike have to a certain extent been guilty of focusing on the tools that have
developed from consumer orientated markets, losing sight of the underlying purpose of

marketing, being to satisfy customers needs and work towards ‘creating and keeping

13



customers’ (Levitt, 1983 p.5). Fourthly, by simply focusing on consumer orientated

tools, there has been a failure to recognise that different markets in different industries

behave in different ways.

However, Gronroos (1991 p.7 & 1994 p.4) in referring to others work (Grénroos,
1990; Jackson, 1985; Rosenberg & Czepiel, 1984; Hakansson, 1982), highlights how
perceptions on the fundamentals of marketing are changing (1994 p.4), with the
marketing mix that has dominated marketing thought, research and practice for 40 years
losing its position. New ideas about customer retention and customer relationship
economics were coming to light. Gronroos (1994 p.4) states, ‘a paradigm shift s clearly
underway'. Gronroos (1991 p.9) also says, the 'Transaction Marketing focus is on
making one transaction or exchange at a time, and marketing thus revolves around
creating single transactions and facilitating exchanges and not around building long term
relationships'. Thompson (1996a p.79) compares these two paradigms whilst utilising

Gronroos's (1990 p.146; 1991 p.9; 1994 p.11) marketing strategy continuum (Figure 2.1

over the page).

2.2.1 Marketing Paradigms and Construction Marketing Practice

Applied to the building sector in order to illustrate some of the difficulties marketing has
experienced within construction and how the shift in paradigm might better suit this
sector of the construction industry. The move toward the new paradigm of relationship
marketing is argued as representing a shift toward developing a long-term relationship
view of marketing. The table illustrates how certain tools and practices, which work in
one type of market, are inappropriate within another. It shows transaction marketing to
fit best with consumer packaged goods. Where transaction tools and principles are

applied to building, problems have resulted for contractors over the past 30 years.
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Table 2.1: The Marketing Strateg

Continuum: Implications for Building

The Strategy Continuum: Transaction Mkt’g Relationship Mkt’g
Paradigm. Paradigm.
Time Perspective: Short-term focus Long-term focus
(i.e. current single project) (i.e. longevity m the life of a project
while also considering both current and
future projects)
Price Elasticity: Price sensitive Less price sensitive
(i.e. lowest price wmns) (i.e. best value for money wins)
Dommating Quality Dimension: Quality of output (technical Quality of mteraction (function-
dimension) is dominating, al dimension) more important.
(1.e. achieving design specification) (e.g. communication, reciprocation and
trust etc.).
Measurement of Customer
Satisfaction: Monitoring market share Managing the customer
(indirect approach) (1.e. (direct approach) (e.g,
number and value of genume client perceptions and
contracts won, with s feelings and likelihood of
implied client satisfaction). winning future contracts).
Customer Information
System: Ad-hoc customer satisfaction Real-time customer feedback
surveys (e.g. post-commissioning system (complaints processing,
one year review if anything at all). problem solving systems,
continuous improvement etc.).
Inter-dependency Between
Marketing, Operations and Interface of no or limited strategic Interface of substantial strategic
Persomnel: importance. (i.e. definite lack of importance. (e.g, partnering,
liaison, Tumer 1990). communication and disclosure
€€c.).
The Role of Intemal
Marketing; Internal marketing perceived to be Intemal marketing perceived to be
of no or limited importance (e.g of substantial strategic importance
lack of liaison, legal departments to success (e.g. non-client contact staffs
over dependence on litigation rather orientation toward market, retention of
than negotiation and little black books). high calibre employecs, genuine creation
and implementation of a client service
culture).
Product Contmuum: Consumer packaged  Consumer Industrial Industrial Services
Goods Durables Goods (Such as Construction).

(Source: Adapted from Grdnroos 1990 p.146, 1991 p.9 and 1994 p.11 in Thompson 1996 p.79)

The marketing mix made of the four P’s (place, product, price and promotion) has until
recently been prescribed as the essence of good marketing practice. However, “this has
always been a dubious approach in construction’ (Smyth and Thompson, 1997 p.5;
Smyth, 2000 p.9 & p.188). ‘Place 1s determined by the project’s location, with the
primary marketing decision of contractors being the spread of regional and international
offices’. “The product 1s designed by the architect over which the contractor has little

control’, except for instance with D&B forms of procurement. ‘Many contractors are

prepared to turn a hand to anything and therefore the service they provide is not
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differentiated in any way’. Lowest price therefore remains as the main means of securing
work, once a company has pre-qualified. Promotion concerns itself with promoting the
company’s corporate image and its reputation through its track record. It also concerns

selling, which for most companies mistakenly remains the essence of what is labelled

‘business development’ and ‘marketing’.

The net result is that marketing in construction relies upon only a few limited tools such
as corporate entertainment, promotional literature, pre-qualification presentations or
post-tender negotiating sales pitches. Once the contract is awarded what is simply a sales
and negotiating team go on to try and win other contracts elsewhere, and frequently
during the contract the original site team were taken off in favour of another project, so
the existing client is left with a different ‘site team’. Also, due to a focus on winning
contracts, once the project is over little care is given to client satisfaction during the
contract and after commissioning and handing over of the finished building. This occurs

primarily because the marketing mix is taught and practised in a manner, which is

indicative of the short-term transaction paradigm.

This 1s not the first time criticism has been levelled toward the basic 4P’s Marketing Mix.
Hakansson et al (1976 p.319), in examining industrial marketing, argued that whilst the
marketing mix ‘approach seems appropriate in situations where the firm has many
customers who can be treated in a standardised way’, where the selling firm, ‘has a
limited number of big customers who are in consequence very important and must be
handled individually’, relationships are much more ‘complex, involving several
departments, and decision-maker’s on both sides in order to solve technical, commercial

and delivery problems’. “In these situations it is altogether meaningless’. This represents
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an argument that cannot be ignored in the construction industry context given the very

nature of lumpy demand experienced for large, complex, bespoke, building projects.

Jobber (1995 p.21) highlights the work of Booms and Bitner (1981) arguing that the
4P’s ‘oversimplifies the reality of marketing management’. They then go on to argue for
the development of a 7P’s framework for services marketing, which adds ‘People’,
‘Process’ and ‘Physical Evidence’ to the existing 4P’s. Rafiq and Ahmad (1992) extend
this criticism to industrial marketing, stressing that success cannot be realised through
manipulation of the marketing mix alone, but through relationship building whereby
bonds are developed between bﬁyers and sellers intended to be so strong as to create

barriers to entry for competitors vying for business from a company’s current customers.

However, the additional 3P’s mentioned above certainly possess some merits which
could be brought to bear on marketing efforts within the construction industry:

People: Where service 1s concerned, quality in its delivery is strongly influenced by
the employees within the providers’ firms. ‘Because of the simultaneity of production
and consumption in services, a firms personnel occupy a key position in influencing
customer perceptions of product (service) quality’ (Rafiq and Ahmed 1992 p.439). 1t is
therefore, ‘an important marketing task to set standards to improve the quality of service
provided by employees and monitor their performance. Without training and control,
employees tend to be vanable in their performance leading to variable service quality.

Training is crucial so that employees understand the appropriate forms of behaviour’
(Jobber 1995 p.679-80).

Physical Evidence (or Proactive Personalised Service - See Below): ‘this relates
to the environment in which the service is delivered and any tangible goods that facilitate
the performance and communication. Customers look for clues to the likely quality of a
service by inspecting the tangible evidence’ (Jobber 1995 p. 680). In construction this
may well relate to a range of issues as diverse as the quality of finish on previous
projects, protection of materials and maintenance of machinery and health & safety
standards on sites. It could relate to the appearance of employees. How well dressed

sales and negotiating staff are, site management, sub-contractors and even trades people
working on site or participating in site meetings.

Process: ‘the procedures, mechanisms and flow of activities by which a service is
acquired. Process decisions radically effect how a service is delivered to customers’
Jobber 1995 p.680). Jobber (p.680-81) goes on to highlight the work of Berry (1987)
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who suggest seven guidelines surrounding success in process management in services
marketing:

1. Ensure marketing happens at all levels from directors through departments down to
the service provider
Introduce flexibility, customising service to the needs of different customers

Recruit high quality staff treat them well and communicate clearly to them. They
deliver the service.

Attempt to market to existing clients
Set-up a quick response facility to customer problems and complaints
Employ new technology to provide better communication and service at lower cost

. Use branding to clearly differentiate service offerings from competition in the minds
of customers.

N N
. *

SN

Preece and Tarawneh (1996) also emphasised the importance of achieving service quality
for client satisfaction specifically within the construction industry. Highlighting how

client expectations play a defining role in whether they are later satisfied with a service or

not, they clearly state how;

Competitive information

Word of mouth

Personal needs of the customer

Past expenience with the service provider

External communications from the service provider (e.g. advertising)

All contribute toward the shaping of client expectations. Jobber (1995 p.668) highlights
the work of Parasuraman et al (1985) who identify 10 criteria customers use when

evaluating the outcome and experience of a service encounter which companies should

be aware of if they are to be sure of meeting customer expectations:

Access (convenient, available, little waiting)

Reliability (consistent & dependable)

Credibility (customer trusts company & staff)

Security (can service be used without risk)

Understanding the customers (does provide understand customer expectations?)
. Responsiveness (how quickly to customer problems, requests, questions?)

. Courtesy (do staff act in a friendly and polite manner)

Competence (do service staff have the required skills and knowledge)

9. Communication (is service described clearly and accurately)

10. Tangibles (how well managed is the tangible evidence, such as, staff appearance,
layout ?)

XN U AN
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Christopher and Ballantyne’s (1991 p.13), concept of relationship marketing, includes
within it an expanded marketing mix. It also has seven elements, identical as above
except ‘Physical Evidence’ is replaced with ‘Customer Service’. Later referred to as
‘Proactive Personalised Service’ (Peck et al 1999 p.411), this 1s essentially the same as
‘Physical Evidence’ in that it relates to tangible and intangible attributes of service

offerings (Christopher and Ballantyne 1991 p.12-13).

Arguably these activities are not included within the limited narrow framework of the
4P’s. Whilst the 4P’s alone cannot provide satisfactory coverage of all the issues
required in managing marketing in the construction industry context, the case has been
made for including them within any relationship marketing efforts of an organisation.
However the 7P’s should not be focused on, to the point of excluding many other
complex issues related to relationship marketing and management in complex industrial
situations. Ford et al (1998 p.166-168) in drawing comparisons from across a spectrum
of different types of marketing relationships ranging from the purely ‘Transactional’,
through ‘Facilitative’ and on to ‘Integrative’ relationships, still stand by the view that
managing marketing through a marketing mix paradigm only truly works for
standardised transactionally orientated situations. In other types of relationship,

something this chapter will go on to examine, other factors come into play.

Table 2.1 above illustrates how the construction industry would benefit greatly from
approaching marketing at the opposite end of the continuum, utilising practices

appropriate to the Relationship Marketing paradigm rather than Transaction Marketing

paradigm.
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2.2.2 Different Types of Relationship Involvement

Lambe and Spekman (1997 p.6) developed a spectrum of relationships, which showed
degrees of involvement in relationships between National Account Managers (NAM) and
buyer organisations (Table 2.2 over the page). This shows how, marketing management

priorities change, depending on how closely organisations work with one another.

Table 2.2: Spectrum of Repeated Long-term NAM
NAM Relationships. Transactions Relationships Alliances

Level of "Collaboration" Moderate High

Emphasis on Selling ' Modecrate Low
Concern With Price i Moderate Low

Switching Costs High Inordinate

Product Complex Joint Development
(Buyer and Seller)

What becomes clear here is that within the construction industry practice fails to
effectively address these characteristics. For instance, building projects are complex, and
levels of collaboration leading to success ideally need to be high. There is pressure on
pricing to be low. This suggests that a long-term relationship/alliance approach to
marketing strategy should be pursued, thus reinforcing the idea highlighted in table 2.1.
However, clearly this has not been the case. Prices are low due to pressures caused by
high levels of competition and little differentiation between contractor service offerings,
thus taking on a commodity approach to the service product. At the same time client
expectations and marketing efforts narrowly concentrate on being awarded single project
contracts rather than longer-term client-contractor working relationships where the
contractor may be responsible for a schedule of works for a fixed extended period of
time. This strongly resembles a weak transaction paradigm approach to marketing
management mentioned above (Gronroos 1991 p.9) and represents many reasons why

marketing has not worked well in construction. In fact it could be argued that with
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regard to the purpose of marketing management defined earlier (section 2.1) these

practices are the antithesis of good marketing management.

However, 1n attempting to manage effective marketing strategies from the relationship
marketing paradigm in construction it is essential to understand some of the problems
currently faced that hinder progress. One key area is in the complexity of the exchange
process experienced between clients and service providers in the industry. The exchange
process between clients and other key parties to a building project is highly interactive
and exists over an extended period of time. The process is complex because, as Cherns
and Bryant (1984 p.181) state, it involves;

‘... the engagement of parts of several separate and diverse organisations - client, consultant,
contractor etc. - for the limited and finite purpose of bringing a building into being from
inception to completion. The business of managing the whole process is the function of a
special kind of organisation that is set up for this purpose. It may be called a "project team". It

is in fact, a multi-organisation since its membership is drawn from representatives of many
different organisations’. .

Cherns and Bryant (1984 p.181) call this the 'Temporary Multi-organisation' (TMO) and
for over forty years the construction industry has developed norms and procedures to
help this process. However, this process has become somewhat ‘institutionalised’ (Ford
1978 in Ford 1982 p.17), creating a situation where parties responsible for a project have
become project rather than client focused. Wrapped up in organising and watching
participants’ contractual and functional responsibilities, they have lost sight of the client,
undermining the purpose of this approach. The term ‘Project Based Temporary

Networks’ (Thompson, 1996b) has been used to describe this behaviour.

At this stage 1t should be made clear that in construction the exchange that takes place
when a client wishes to procure a building is not immediate. Developing a building is not
an immediate exercise and therefore the exchange process can only be done through an

extended period of transaction. This in part contradicts theory surrounding the
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dichotomy between transaction and relationship marketing paradigms. But it also
reinforces the argument that relationship marketing fits the situation between parties to a

project better than traditional marketing mix practices.

Gronroos (1991 p.8) asserts that the relationship approach to marketing, is both an
alternative and complement to the marketing mix approach, which ‘owing to its de facto
focus on single exchanges or transactions is not considered fully applicable to situations
where the development of long-term relationships are called for’. Cociello et al (1998
p.184) support this view, stating, 'Successful organisations must learn to marry the two
concepts (transaction and relationship marketing) in a way that profitably delivers what
the customer demands and no more'. Therefore, these points off-set the idea that long
term relationships managed through relationship marketing cannot exist within the period
of a single transaction that takes place over an extended period of time. After all, there
are many industries and markets like construction, where the single exchange or
transaction must take place during a period of long-term interactive relationship (ship

building, acrospace, television and film, publishing etc.).

According to the RSA report on 'Tomorrow's Company’ (1995 p.5) a number of key
factors are emerging in the business environment. The increasingly rapid changes in
technological developments, globalisation, new employment patterns and organisational
structures are creating greater pressure on organisations to adapt to change in the
environment faster than ever before. 'Intensified competition, driving the need for speed
and innovation, makes teamwork - including work by cross-functional project teams
even more i1mportant in tomorrow's company' (p.17). The dichotomy between
competition and co-operation needs to be harmonised, and organisations must be quicker

at adapting to change when needed. Miles and Snow (1986 p.64) refer to 'Dynamic
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Networks' and 'Vertical Disaggregation'. 'Business functions such as product design and
development, manufacturing, marketing and distribution, typically conducted within a
single organisation, are performed by independent organisations within a network.

Networks which may be more or less complex and dynamic depending on competitive

circumstances’.

Many terms have appeared and are used to describe these new generation organisations.

They include 'Federative Organisations’ (Handy, 1990 p.117), 'The Spider-web
Organtsation (Quinn, 1992 p.120) or 'Starburst Organisation' (Quinn, 1992 p.148). 'The
Team-based Organisation (Tjosvold, 1993 p.12), 'The Cluster Organisation' (Mills, 1993
p.-132), 'The Virtual Corporation' (Davidow and Malone, 1992 p.9) or 'Virtual
Organisations (Goldman et al, 1995 p.201, Preiss et al, 1996 p.158). Developing an
understanding of how relationship marketing can be developed in the construction

industry might also go some way to understanding how relationships in many other

sectors can be better managed.

Gronroos (1991 p.8) states, 'according to the relationship paradigm, marketing 1s

considered as revolving around the development of long-term relationships. It is, for

example, defined as follows;

Marketing is to establish, maintain and enhance relationships with customers and other
parties at a profit so that the objectives of the parties involved are met.
This is done by mutual exchange and fulfilment of promises’.
There 1s a danger that as the relationship marketing paradigm grows, and more research
1s done, greater emphasis is concentrated on consumer markets. Where this is so, the
core of relationship marketing theory will be based on the idea of developing repeat

business from existing clients. The possibility remains in construction that where clients

do not wish to be involved in this type of relationship, it could do more harm than good
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to pursue such a strategy. However, if long-term relationships can and must exist within
a single period of transaction, then care must be taken to ensure that developing
Relationship Marketing theory does fully acknowledge this. Otherwise these
relationships will continue to be managed poorly thus undermining the possibility of on-
going business through additional projects later on. Failure to consider contextual factors
can limit the applicability of the ideas. Hogg et al (1993 p.505) state, with regard to
Relationship Marketing, that '...the possibility exists of arriving at a highly stylised view
of a relationship which would be of very limited use for organisations practising
Relationship Marketing. This might prove largely sterile in its application for marketing
purposes which would thus have a very short shelf life'. For some it has become evident
that the profusion of practises and ideas developing under the guise of relationship
marketing means there is a danger of falling into these types of trap. Hogg et al (1993
p.506) observe that, 'Relationship Marketing is potentially one of the most powertul

ideas in current marketing thought, it is important to ensure that the concept is carefully

and rigorously examined'.

It is generally agreed that marketing derives itself from disparate disciplines (social
psychology, social anthropology, sociology, economics, business policy, management
science and orgamsational behaviour etc.). However, there have been cases where
writers’ and academics’ enthusiasm for the new, has resulted in poorly thought through
adoption of ideas, which end up difficult to actually practise within a marketing context
and philosophy. Michael Porter’s work on Competitive Strategy and Competitive
Advantage is a case in point (Speed, 1989 p.8;, Sharp, 1991 p.4). The construction

industry (for which historically marketing has not worked particularly well) offers a good
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testing ground for helping to develop Relationship Marketing principles, both in terms of

its conceptualisation and implementation for three reasons:

1. The nature of the service being sold.

2. Clients decision making processes.

3. The nature of the competitive environment.
All of which are found to be complex and highly involved, making the management of
relationships crucial and, as already argued, the suitability of relationship marketing
strategies appropriate. This will also directly address Hogg et al's (1993 p.506) call for

concepts to be, '...carefully and rigorously examined' as any weaknesses in the principles

are sure to be uncovered quickly.

It has been argued that a fundamental change in paradigm is occurring in which all areas
of marketing management are examining the potential for developing long-term buyer-
seller relationships. However, Barnes (1994 p.71) tells us, 'Everyone is developing
relationships' and continues by saying, 'There is little consensus, however, on what the
concept means and even less consistency in how it is practised’. He asks the question,
'What is Relationship Marketing?” Many writers' opinions on Relationship Marketing are
based upon their own experience and respective disciplines, and often bear little similanty
to findings derived from research under disciplines such as social psychology, and
sociology. Barnes (1994 p.71) highlights work by Fisk, Brown and Bitner (1993), who
claim to have observed that even research on relationship marketing, and customer
retention specifically, has taken on a variety of forms, with several authors taking quite
different perspectives on these related concepts. It is entirely likely that the variety of
practices in both consumer and industrial marketing arenas, under the guise of
relationship marketing, is contributing toward making clear definition difficult. Palmer

(1994 p.741), states, 'Critics of relationship marketing argue that the concept is poorly
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defined and 1s merely a new way of describing what businesses have been doing for a
long time'. It 1s certain that relationships are already of central importance in
construction. Therefore, this new language to describe marketing makes this discipline
more accessible for marketers in cbnstruction, while also raising the possibility that

something can be learnt from construction to aid understanding and development of

relationship marketing theory.

As stated earlier, Gronroos (1991 p.7 & 1994 p.4) refers to others work (Grénroos,
1990; Jackson, 1985; Rosenberg & Czepiel, 1984; Hakansson, 1982) showing that
relationships in some markets (like construction) have been of central importance for
some time. In line with this, a number of theories and tools have evolved which may help
toward developing better marketing strategies in the construction industry. This chapter
will go on to examine these alternative principles in more detail in order to see what the
best approach to relationship marketing in construction might be. However, 1t 1s first
important to understand in more detail the problems experienced in the construction

industry where attempts to develop marketing management capabilities have already met

with difficulties.

2.3 Marketing in the UK Construction Industry: Problems Encountered

Attempts over the past 30 years to introduce marketing into the UK construction
industry have met with difficulties. A key reason for this has been identified by Yisa et al
(1996 p.48) who state, ‘there has been no significant research interest in marketing in the
UK construction industry prior to the 1970’s'. However, Yisa et al (1996 p.48) go on to
say ‘within the last two decades there have been various attempts at research in this area’.
Researchers are grappling with the question as to 'exactly what constitutes marketing in

construction’. The difficulty in this has been attributed to the following factors (p.49):
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(1) Characteristics of the industry

(1)  Orientation of the industry

()  Education and training

2.3.1 Characteristics of the Industry:

Essentially a service industry (Smyth, 2000 p21; Yisa et al, 1996 p.47, Hardy and
Dawvies, 1983 p5), it has certain unique characteristics, such as, the production processes
and methods of production employed. Methods of price determination, i.e. tendering,
competitive bidding and actual payment methods are different. The structure of the
industry, in terms of the relationships between groups contributing and their interaction
within the construction process separates this industry from others. 'The involvement of
many organisations in one project provides a strong basis for conflicts during the
construction process' (Fisher, 1989, as quoted by Yisa et al, 1996 p.50). It might well be
the case that concerns over fighting these conflicts or avoiding them has distracted

attention away from what is central to the principle of marketing, which is satisfying

client needs and wants, or more simply being 'client-orientated' (Smyth, 2000 p.6).

2.3.2 Orientation of the Industry:

Until relatively recently the industry has been described as, 'a staid and tradition-bound
sector due to its relatively stable environment' (Pries and Janszen, 1995 p.43). If so, this
suggests norms and procedures have developed over time and have become as Ford
(1993 p.14) descrnibes, ‘Institutionalised’. If so, processes and behaviour in the industry
would be subject to several unquestioned guidelines and restrictions. This appears to be
changing and will be discussed later. However, many of the guidelines under which the
industry operates may have more to do with the traditions of the industry rather than
rational decision-making. This may have stifled creative competitive strategic thinking,

which might have a lot to do with many senior managers in the industry being production
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rather than marketing orientated. With this, the service providers in the industry are more
concerned about production processes and methods, rather than client concerns or
motivations for having construction work undertaken in the first place. Contractors and
designers are constantly looking for more cost-effective methods of production to
improve production standards in terms of time, cost and quality assurance (Yisa et al,
1996 p.50). A production orientation leads contractors and other service providers in the
industry to simply work toward specification better than the competition in terms of cost,
time and quality. Referred to by Fisher (1989 p.45) as the 'Specification Game', it is
argued that there is a ‘widely held but slightly arrogant and erroneous belief that 1if you
produce a better product or offer a better service, the world will beat a path to your
door. This is a trap that many firms run by brilliant engineers too often fall into'. Whilst
important, this appears to have been pursued to the point of excluding why clients would
have embarked upon any particular construction project in the first place and ignoring
their broader interests (organisational or market growth, greater efficiency,
diversification, new market entry etc.). As Smyth (2000 p.193) states, 'where a client is
offered a service, it is the nature of that service in which the client is intrinsically
interested. He goes on by saying it is how the client views the nature of the service
which gives rise to the idea of perceived value. It is important to understand clearly what
the client expects from the services offered because where the client compares on going
perceived value during and after a project with expectations set before the project
started, this dictates level of client satisfaction later on. For this to be successful the
services provider must consider not only matters of cost, time and quality but issues such
as whether the outcome or need which sparked the project in the first place has been met
or hindered. A change in orentation is needed if marketing is to take off in the

construction industry. However, 'A client-orientation requires an attitude shift before it

28



begins to impact upon behaviour, regardless of the processes and structures that senior
management may put in place' (Smyth, 2000 p.18). Clients make-up a market, and failure
to understand clients is a failure to understand a market a company or practice is
operating in. Fisher, as early as 1989 (p.31), was saying, 'market orientation is the
responsibility of every employee of an organisation'. That, ‘it is vital senior managers
properly instil a market orientation philosophy into their firms, so that at every level of
staff, or at every point of contact with a client, a potential client, or someone who might
influence a potential client, the right image is being put across'. This issue is a pressing
one, which must be addressed. Latham (1994 p.3) has called for a greater client-
orientation in the UK construction industry by saying, ‘implementation begins with
clients. Clients are at the core of the process and their needs must be met by the
industry’. More recently, Egan (1998 para.17) has emphasised the importance of 'focus
on the customer' as one of five key drivers of change needed in the construction industry.
However, a barrier to this may be in the way managers within the industry have been
educated and trained. Fisher (1989 p.31) highlights this point by saying that for many
partners and directors in the construction industry the idea of developing this
client/market orientation is perhaps a frightening thought, but indicative of the amount of

training and attitude changing still needed in most parts of the construction industry.

2.3.3 Education and Training:
The future of the UK construction industry is heavily dependent upon its ability to
develop innovative business and competitive strategies (Thompson, 1997 p.65).

‘Innovation creates possibilities of achieving competitive advantage, but only when

managed properly’ (Pries and Janszen, 1995 p.43). To do this ‘Companies in the

construction industry will have to compete in a more extrovert and market driven way
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and they will have to consider their capabilities’. However, according to Pries and
Janszen (1995 p.44) a study in the Netherlands, showed that in construction,
approximately 51% of the top management are engineers, while 43% have no
qualifications at all. They assert that, ‘if management is originating from practice, with
emphasis on short-term (project) management and a technical background, this can be

defined as an engineers paradigm (strictly technical focus on product and process).

Evidently this has a major effect on the policy of enterprises’.

Whether there is a similar situation in UK construction would be interesting to find out,
although it is not the focus of this thesis to do so. Certainly with current innovation
emphasis on new products, processes and services, with cost and price reductions being
the motivation (Pries and Janszen, 1995 p.47), it would appear that managers in the UK
construction industry rise in a similar way to those in the Netherlands. The result 1s that
senior managers have a sound experience in project focused management, but little
organisational, business and strategic acumen. According to Fisher (1989 p.45), whilst
commenting on the role of marketing in the construction industry, ' too many senior
members of industrial companies and the professions do not yet understand what
marketing is, or its importance to a firm's or practice's success'. He goes to say (p.45),
'they do not yet see the need for education and training in these areas'. There 1s, 'a belief
by purist engineers, architects, surveyors or others, that such a marketing approach
reduces their professional standing and cheapens the service they are offering’. He
argues, 'such statements ignore the commercial pressures of the real world, the increased
competitiveness world-wide, and perhaps deliberately exhibits rather a nineteenth-

century, ivory-tower mentality where gentlemen don't soil their hands with commercial
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matters’. Simply, 'they underestimate the importance marketing has or can have on the

success of their firm or practice'.

However, the environment in which construction is operating has changed, forcing these
views to become increasingly dated. As with the 'orientation of the industry' noted above
recent changes within the construction industry environment are resulting in a slow

change of attitudes and ideas. Betts and Wood-Harper (1994 p.551) have said that there

(2

1s an, °...increasing range of customer-orientated theories (rather than engineering or
project focused) emerging within the management discipline which are finding increasing
acceptance within other management domains'. However, ‘their application in

construction appears to be delayed’. They argue that there is a need, ‘...for a wider

adoption of innovative, emerging management theories to construction’.

2.3.4 The Changing Environment and Climate for Construction Marketing

The nature of the client in this industry is changing. Latham (1994 p.3) tells us,
'Previously, government acted as a monolithic client. That 1s not so now'. Latham (1994
p.7) also says, ‘the public sector 1s a less dominant client than it used to be. Some
previously extensive programmes such as local authority house building have been
greatly reduced. Other work 1s now partly funded by private investment, or has been
totally privatised'. According to the National Joint Consultative Committee one
consequence 1s that, ‘nowadays the NJCC has no means of ensuring that all housing
associations, trust hospitals, grant maintained schools, private government agencies and
utilities compantes are aware of the best current practice and changes in the construction
industry’ (NJCC in Latham 1994 p.3). Improved communication is needed if the
construction industry 1s to recover. 'For the governments’ part they need to obtain good

value for money but also, assist the productivity and competitiveness of the UK
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construction industry' (p.4). However, leading private clients also have a substantial role
to play in setting demanding standards and insisting upon implementation of best
practice. They also have most to gain (Latham, 1994 p.4). There is awareness that
relationships between parties within the construction industry must improve. ‘In this
increasingly dynamuc situation, it i1s clear that construction enterprises will have to be
vigilant and forward looking to survive, let alone to do well. Tactical considerations will
need to be replaced by, or at least put in the context of strategic ones’ (Betts and Ofori,
1992 p.511). ‘Innovation creates possibilities of achieving competitive advantage, but
only when managed properly’ (Pries and Janszen, 1995 p.43). To accomplish this,
‘Companies in the construction industry will have to compete in a more extrovert and
market driven way and they will have to consider their capabilities’. These arguments

suggest the UK construction industry i1s under increasing pressure to develop more

innovative business and competitive strategies.

Betts and Wood-Harper (1994 p.552) argue that, ‘construction management research 1s

in need of an urgent stimulus of new thinking to prevent it from settling into a stale
pattern of parochial observations which are as yet unguided by any substantial theories’.
They argue, for new customer-orientated theories to be, ‘seriously considered in
construction and to be related to the existing body of construction management theory’.
Instead of the industry relying on its own discipline for sources of inspiration (Betts and
Lansley, 1993 p.221), Betts and Wood-Harper (1994 p.552) argue that, ...innovative
theoretical approaches originating from outside of our discipline ought increasingly to

inform our research in construction management. A view supported by Egan (1998), this

1S an increasingly pressing issue.
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Yates (1994 p.58) in examining US Engineering and Construction found that, ‘during the
past two decades the global market place has changed. Engineering and construction
firms have had to deal with many new competitors. This has created a need for
understanding global dynamics and competition, developing new and innovative
competitive strategies and taking actions to maintain world class leadership’. In the UK,
increasingly dynamic domestic competition both internally and from abroad, is increasing
the pressure to change from what has been a relatively protected industry to one, which
1s more commercially aware. Lynn (1996 p.29) quotes Egan as saying, 'The trouble with
many of the British contractors is that they are not competitive'. She goes on to report
that BAA who set up a 'world benchmarking team' which compared prices in the UK
with the rest of the world. This often revealed dramatic differences in efficiency,
including an across the board finding that most things were 55% percent cheaper in the
USA (Lynn 1996 p.29). Lynn (p.32) concludes that, 'companies need to be much larger
In iorder to compete for contracts and to manage the consequent risk'. This is not good
for British contractors when companies like Trafalgar House (reported as being Britain's
largest contractor) were lost to British ownership when bought out by Norway's
Kvaerner (Siehler, 1999). Recently, Hailstone (2002 p.6) has reported fears by Professor
Martin Betts at Salford University that, ‘in a few years time there will be just five or six

large global construction companies capable of undertaking major projects around the

world - none of these will be UK owned'.
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