Chapter 61
The Impact of Project Stakeholders’
Relationships on Project Performance

Jingru Li and Lan Qiu

Abstract More and more researchers begin to study the impact of relationship
between stakeholders on project performance. Base on the literature review, this
paper summarizes the definition of stakeholders, the definition and classification of
stakeholders’ relationship. Then the two main perspectives of present research on
relationship — supply chain management and social network are introduced and
discussed. Based on the discussion, the study offers orientation for the future
research, which should be from the social network perspective.
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61.1 Introduction

To improve the level of project management in engineering is a core problem, but in
fact, poor performance occurs frequently, such as time delays, cost overruns and
quality defects. So finding the key influencing factors on cost, quality and time — the
iron triangle performance is helpful for project management. Recently, researchers
pay more attention to the impact of stakeholders’ relationship on project perfor-
mance. Wood [1] regard partnering is one of the most significant means for
improving project performance. Larson [2], Ankrah and Langford (2005), Chen
[3] also show that stakeholders’ relationship has a distinct effect to project perfor-
mance. Chan et al.[4,5], Jha and Iyer [6,7] have studied the performance of success
project and found that cooperation, commitment, communication, conflict and
interaction between project participants are the key factors to influence project
performance. Therefore, it is necessary to summarize and discuss how the relation-
ship between stakeholders impacts on project performance.
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61.2 Stakeholders’ Relationships

61.2.1 Project Stakeholders

American economist Freeman [8] defines stakeholders as any group or individual
who can affect or is affected by the achievement of the organization’s objectives.
Project Management Institute [9] defines project stakeholders as organizations and
individuals who actively participate in projects, or the positive and negative
stakeholders. According to the above definition, construction project in the entire
process involves stakeholders such as investors, owners, designers, contractors,
subcontractors, suppliers, supervisors, consultants, government, loan syndication,
community, and other users. However, according to Lena et al. [10], most
researches on supply chain concerned only about the relationship between owner
and contractor, few studies on subcontractors and suppliers, and the rare studies on
all stakeholders.

61.2.2 Relationships

Relationship literally means the interaction between things or the states or the
nature of the links between people and people, people and things. In China, it is
often understood as the interpersonal relationship, emphasizing contact between the
individuals.

Relationship as academic terminology in relationship marketing is a link
between two or more objectives, people and organizations, or social connection
because of the basis for common interests, interests and resources [11]. It mainly
focuses on the relations between individuals and organizations in the consumer
market. But in the commercial market, IMP group considers the relationship as
repetition of plot and emphasizes the company relationship. Hakansson and snehota
[12] define the commercial market relationship as commitment of two companies
which have mutual interaction between them.

In construction domain, conception of relationship has no uniform definition.
Generally, the researches on relation are rarely defined this concept, and many
literatures refer to the Construction Industry Institute’s (CII) definition of
partnering: “A long-term commitment by two or more organizations for the purpose
of achieving specific business objectives to maximize the effectiveness of each
participant’s resources”. Xu [13] in his doctoral thesis defines the relationship as the
connection between the project participants who were driven by the complementary
resources and common business interests based on project contract network. Liu
[14] shows that the relationship between stakeholders in a project is an interdepen-
dent and mutual collaboration working partnership in the process of completing
task. This relationship is dynamic, multivariate, role based on network relations,
namely the project governance social network.
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61.2.3 Relationship Classification

According to CII, construction projects relationship can be classified into traditional
antagonistic relationship, partnership and strategic partnership. With the development
of construction industry and the more intense competition, presently in the big city
such as Shenzhen, the relationship of general project stakeholders is a partnership and
the traditional opposite relationship slowly fade away.

Specially for project, there are three kinds of relationships, including the rela-
tionship between organization and organization, organization and personals, and
between personals. Generally, we are concerned with the first kind of relationship.

61.3 The Impact of Project Stakeholders’ Relationships
on Project Performance

The project can not separate from the values, norms and environment of
stakeholders’ relationship, because project depends on different resources such as
money, time, knowledge, reputation, trust, relationship through which to obtain
information, knowledge and other resources [15]. Researchers have researched the
impact of project stakeholders’ relationships on project performance mainly from
two perspectives: supply chain management and social network.

61.3.1 Partnership Based on the Supply Chain Management

The supply chain management has originated in manufacturing. Christopher [16]
indicates that a supply chain is a network of organizations involved through
upstream and downstream linkages in the different processes that deliver value in
the form of products and services to end users. Christopher [17] defines supply
chain management as the management process of the relationships between differ-
ent customers and suppliers to deliver better value at less cost. Through the
adoption of supply chain management, industry sectors have achieved significant
improvement in performance.

Numerous researches have verified that the relationship between supply chain
partners impact obviously on project performance. Ng et al. (2002) concludes that
the lack of open communication is one of the major causes of poor project
relationship. Chan et al. [5] believes that partners need to establish mutual trust
relationship in order to make management more efficient. Lack of trust is a key
barrier to collaborative relations [18]. Odeh and Battaineh [19] show that the
contractual relationship has significant effect on poor performance. Owning com-
mon objective will promote project performance [20].
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Meng [21] conducts a questionnaire survey to explore the impact of supply chain
relationships on project performance in the UK construction industry. He concludes
that the top ten supply chain relationship is common goals, sharing, trust, no-blame
culture, teamwork, communication, problem solving, risk allocation, performance
evaluation and improvement. The research shows that project stakeholders’
relationships have various impacts on project performance. Of them, cost is signifi-
cantly associated with communication, risk allocation, no-blame culture, perfor-
mance measurement and problem solving, and slightly significant impacted by trust
and common goals; defect is significantly associated with problem solving, and
there are marginally significant associations with trust, joint working, common
goals and communication; time is only significantly influence by joint working. It
finds that supply chain relationship has more significant impact on cost.

Jin and Ling [22] categorize the relationships into 14 risk relationship and 16 tool
relationships. The risk relationships include partner’s incompetence, partner’s
exploitation, improper contractual agreement, unfairness in tendering, partner’s
project personnel lacking interpersonal skills, partner’s distrust, insufficient com-
munication, partner’s short-term focus, excessive demands from partners, disputes
with partners, over interference from partner, cultural conflict and change of
partner’s personnel; the tool relationships are seeking partner with good record of
collaboration experience, establishment of good relationship with local partners,
involving contractor in the project early, drafting a clear contract, gaining support
of top management, adhere to mutual goals, specify clause to prevent corruption,
maintaining efficient communication, appointing staff with interpersonal skills,
seeking partner with similar culture, holding workshops for relationship building,
solving problem jointly, adhere to defined responsibilities, implementation of a
progress evaluation system, empowering staff with authority and cultivate learning
atmosphere. The result shows that insufficient communication, over interference
from partner, adhere to mutual goals, and empower staff with authority are the
four critical relationship-based factors which significantly associate with perfor-
mance metrics.

Although these meaningful research results have been achieved, there is still
lack of systematic investigation on the influence of supply chain relationships on
project performance.

61.3.2 Relationships Based on the Social Network Analysis

Social Network Analysis (SNA) originated from psychology and anthropology in
the 1930s. Its research mainly covers two topics: position-orientation and relation-
ship orientation [23]. The position-orientation studies the actor’s position
influences, including centrality, closeness, roles, and structure holes, etc.; the
relationship orientation focuses on network relationship characters, including rela-
tionship strength, density, and contents, etc.
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The SNA views a project as a system environment, which is joined by various
relationships. In the project system, stakeholders are connected by anfractuous lines,
which represent the relationships among them. The purpose of network analysis is
examining how relationship structures impact behaviors, and this theory concerns
with the “structure and patterning” of these relationships over time and seeks to
identify both their causes and results [24-26].

Some researchers have achieved good results by SNA. Chinowsky et al. [27]
constructs an initial social network model of construction project to analyze the
project team performance. They find that the construction industry is based on network
instability where project participants are regrouped with little regard to past network
connections. This instability places the network in a scenario where minimum experi-
ence exists between the participants and thus forces the network to rebuild a significant
portion of the trust relationship in each project. In addition, construction networks are
often required to move from the formation stage to the collaboration stage very rapidly
due to schedule constraints. This leaves little time for the participants to build trust
prior to the execution of the project tasks. Third, the contractual relationships defined
in a project context can serve as barriers to the free exchange of knowledge due to
liability concerns. Based on these result, Chinowsky et al. [27] extends the model to
illustrate the social networks of four full-service engineering companies. The results
shows the relationship of the social network model and the high performance in the
project teams.

Ding [28] undertake a quantitatively analysis on the project network evolution for a
large construction project, considering the alliance of owners and supervisors and the
alliance of contractors and supervisors respectively. The results indicate that
stakeholders embedded network in different ways. Namely, supervision unit is an
independent decision-making unit or alliance with owners or contractors that will
affect the structure characteristic of network. Through SNA, the research analyse
project stakeholder relations network evolution and behavior regulation capacity
which can reduce the stakeholders’ governance role risk and improve project
performance.

Liand Le [29] builds up a complex network model to analyze organization role and
compare with traditional formal organization structure model for a case of the 2010
Shanghai World Expo. It draws a conclusion that organization’s role analysis can not
only contribute to the study of the organization’s position, function and relations, but
also help to establish the project control method to improve project performance.

These researches all indicate that SNA is an important means for organization of
construction project to achieve high performance of multi objective management.

61.4 Conclusions

Through summary the definition of stakeholders, the definition and classification of
stakeholders’ relationship, the relationships of construction project is fully under-
stood. Then the two main perspectives of present research on relationship — supply
chain management and social network are introduced and discussed.
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In our view, social network methods is a promising research paradigm. First,
project organization is a social network and has many stakeholders who embedded
the network. Second, stakeholders’ relationships are multiple relationships, and
influent by structure of the network and other stakeholders’ impact. Our future
research will build up a social network model to examine the influence of relation-
ship type and structure on project performance.
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