Chapter 64

Discussion the Connection Between Trust
and Relationship Characteristics

of Construction Project Participants
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Abstract Lack of trust in construction projects is criticized by many scholars.
Trust has the function of decreasing transaction cost and improving project perfor-
mance. The characteristics of the relationship of the trustor and the trustee have
important function on occurrence of trust. More specifically, communication,
reciprocity and contract contribute to occurrence of trust.
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64.1 Introduction

There is a negative reputation in the relationship between project participants (such as
the owner and the contractor) in construction industry. And this kind of negative
relation has negative function on project schedule, quality, cost and long-term rela-
tionship among the participants [1]. One important reason for this negative relation-
ship is the lack of trust, especially the trust between the owner and the contractor. It is
emphasized by Wood and McDermott [2] that there should have trust between the
owner and the contractor. Trust between the owner and the contractor favors the two
parties to build up cooperation but competitive relationships [3]. What’s more, trust
also can decrease transaction cost [4-6] and opportunism action [7—10], improve
cooperation performance [11-14].

Trust has so many good and important functions that research on how trust
occurs and develops has well implication for construction projects practice. Trust
involves the trustee and the trustor. In this paper, the relationship between the
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characteristics of the relationship of the trustor and the trustee and trust is discussed.
From the literature review, the characteristics of the relationship of the trustor
and the trustee relevant to trust contain the two parts’ communication, reciprocity
and contract.

64.2 The Relationship Between the Two Part’s
Communication and Trust

Anderson and Narus [15] believe that communication is an important variant of
trust. What’s more, there are more shared values and less opportunism behavior
with more communication. Lander [16] found in project cases study that communi-
cation is an important mechanism for trust building.

Good communication involves correct information and in-time exchange. All
these are important factors for project success. In communication, the owner and
the contractor can understand their role and commitment, and execute project tasks.
In communication, they can understand the other party’s opinions and intentions,
and put forward their own opinions, make themselves understood. All these are the
foundations of trust.

Berkun [17] suggests that informal communication can set up enough trust more
easily than formal communication. In fact, good communication and interpersonal
contact skill are very important in setting up trust. Korsgaard et al.” [18] even put
forward the mechanism of setting up trust based on communication. That is to set
up trust by share of information and knowledge. If there aren’t common expression
and understanding about project items, trust can’t occur easily. So “common
language” is an important factor for trust [18]. This opinion is agreed with by
Beslin and Reddin [19]. They also think communication is an effective tool for the
setting up and holding of trust.

Vice versa, improper communication is inimical to the setting up and holding of
trust. Wood and McDermott [20] found in interview research that once there is lie,
trust will disappear. So communication must be proceeding sincerely. What’s more,
they also find that distrust may be caused from lack of share of information.
In conclusion, good communication propel trust occurrence.

64.3 The Relationship Between the Two Parts’
Reciprocity and Trust

1. Reciprocity involves that when one party makes sacrifice for the other, the other
party should reciprocate and make benefit to the party who have make sacrifice.
Reciprocity reflects fairness. In construction projects, the two parties in cooper-
ation use each other’s virtues to attain profits. The income of the two parties
could be unequal, but it must be fair [20]. That’s to say the two parties must
benefit each other.
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2. There are many researches on reciprocity in game theory. The basic opinion is
that when one party make sacrifice for the other, the other would not necessarily
return the benefit, but calculates and returns the benefit when this action benefits
themselves [21]. There are also researches reflecting that people incline to
reciprocate, even this action is contracted with their own benefits [22-24]. In
Berg et al. [8]‘s research, when a party who should reciprocate has the opportu-
nity to make his benefit maximized, 20 % of people select not to reciprocate.
So when one party in cooperation decides whether to trust the other party, he
should concern reciprocity between them, whether the other party has the willing
to reciprocate. Researches demonstrate that people incline to trust people willing
to reciprocate.

In construction projects, it needs reciprocity between the client and the contrac-
tor. Owing to the existence of uncertainty in construction projects, cooperation
parties should concern the other party’s benefit in dealing with uncertainty [25-28].
For example, when the client supports the contractor facing financial problems, the
contractor would help the client and speeds up construction, completes the project
before the fixed date. All these actions are reciprocal. There are no conditions that
one party sacrifices for the other without reasons. Once the party who has sacrificed
doesn’t get return, the trust he gives to the other party will decrease largely.
Reciprocity is very important for the client and the contractor because of uncer-
tainty in construction projects.

64.4 The Relationship Between the Trustee’s Promise
Keeping and Trust

In construction projects, traditional standard contract is criticized for fostering
non-cooperative behavior, making the two parties of the contract selfish and
hindering trust occurring and developing. What’s more, the unequal risk allocation
between the owner and the contractor also blocks trust occurrence [29].

Actually, there is a positive correlation between contract and trust. Sako [30] has
put forward contractual trust. When the contract is precise, and contains provisions
for kinds of uncertainty, the risk of the two parties would decrease to some extent.
So, precise contract propels trust occurrence.

But Florian Herold [31] believes that precise contract is a demonstration of
distrust, because it contains provisions for penalty and encouragement. At the
same time, he thinks that in the condition of needing trust, the principal inclines to
imperfect contract even it can cause risk, but it is a demonstration of trust. Bruce
Lyons and Judith Mehta [32] have the same opinion that too detailed provisions
hinder the occurrence of goodwill trust. There are three reasons. First, the provision
may restrict the two parties’ understanding of the contract, and this violates the
original idea of the contract. Secondly, the provisions decrease the possibility of
reciprocal behavior of the two parties facing with uncertainty in projects. Thirdly,
concern of failure conditions in provisions makes the two parties suspect each other.
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In conclusion, contract and trust have contradicted relationship with each other.
On the one side, precise contract propels trust occurrence; on the other side, precise
contract hinder trust occurrence. So contract should be made based on specific
circumstance.

64.5 Conclusions

The characteristics of the relationship of the trustor and the trustee have important
function for trust occurrence. More specifically, communication, reciprocity and
contract contribute to trust occurrence. This paper analyses how the characteristics
of the relationship of the trustor and the trustee function on trust and play which
kind of role. It is hoped that this paper has instruction for building up trust in
construction projects and be tested in practice.
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