The current issue and full text archive of this journal is available on Emerald Insight at:
https://www.emerald.com/insight/1753-8378.htm

e Relational contracting in Nordic
construction — a comparative
longitudinal account of
22 institutional field developments

Recgived 18 January 2024 Anna KadefOI‘S
e o1 Department of Real Estate and Construction Management,

Royal Institute of Technology, Stockholm, Sweden and
Department of Technology Management and Economics,
Chalmers University of Technology, Gothenburg, Sweden

Kirsi Aaltonen
Department of Industrial Engineering and Management,
Faculty of Technology, University of Oulu, Oulu, Finland
Stefan Christoffer Gottlieb
Department of the Built Envivonment, Aalborg University, Copenhagen, Denmark
Ole Jonny Klakegg
Department of Civil and Environmental Engineering,
Norwegian University of Science and Technology, Trondheim, Norway
Pertti Lahdenpera
VTT Technical Research Centre of Finland Ltd, Tampere, Finland
Nils O.E. Olsson
Department of Mechanical and Industrial Engineering,
Norwegian University of Science and Technology, Trondheim, Norway
Lilly Rosander
Department of Real Estate and Construction Management,
Royal Institute of Technology, Stockholm, Sweden, and
Christian Thuesen
Department of Engineering Technology, Technical University of Denmark,
Lyngby, Denmark

Abstract

Purpose — Relational contracting is increasingly being applied to complex and uncertain construction
projects. However, it has proved hard to achieve stable performance and industry-level learning in this field.
This paper employs an institutional perspective to analyze how legitimacy for relational contracting has been
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ggcédﬁgigiiréd challenged in Denmark, Finland, Norway and Sweden, including implications for dissemination Relational
Design/methodology/approach — A collaborative case study design is used, where longitudinal accounts of Contractmg n

the developments in relational contracting over more than 25 years in four Nordic countries were developed by Nordic
z(r:l}éog;rscl;z‘ised in each country. The descriptions are underpinned by literature sources from research, practice construction

Findings — The countries share similar problem perceptions that have triggered the de-institutionalization of

traditional contracting practices. Models and policies developed elsewhere are important sources of knowledge

and legitimacy. Most countries have seen pendulum movements, where dissemination of relational contracting 23
is followed by backlashes when projects fail to meet projected outcomes. Before long, however, relational
contracting tends to re-emerge under new labels and in slightly new forms. Such a proliferation of concepts
presents further obstacles to learning. Successful institutionalization is found to rely on realistic goals in
combination with broad competence development at the organizational and industry levels.

Practical implications — In seeking inspiration from other countries, policymakers should go beyond
contract models to also consider strategies to manage industry-level learning.

Originality/value — The paper provides a unique longitudinal cross-country perspective on the field of
relational contracting. As such, it contributes to the small stream of literature on long-term institutional change
in the construction sector.

Keywords Legitimacy theory, Infrastructure, ECI, Alliances, IPD, Partnering, Institutionalization,
Procurement
Paper type Research paper

Introduction

Traditional contracts for construction projects are typically based on linear, transitory relay
race logic where design and construction are separated in terms of both responsibility and
time. In this model, contractors are paid a fixed sum for a specified performance, either in the
form of detailed specifications or as functional requirements, and contracts are awarded on a
lowest bid basis. Additional work that stems from errors in the contract specifications,
unforeseen circumstances or other changes ordered by the client are priced on a cost-plus
basis. This implies that contractors may submit an unreasonably low bid and anticipate that
they will still be able to make a profit through changes during the contract period (so called
“bid low-claim high” strategies). Thus, fixed price contracts tend to result in poor
collaboration and distrust between client and the contractors, especially in projects that are
complex, risky and uncertain. It is generally agreed that such projects call for flexible
contracting models that allow for knowledge sharing and iterative joint innovation processes
(Eriksson, 2010).

Since the 1980s, various contracts and delivery models aiming to support collaboration
have emerged, often traced back to the quality movement in Japan and developments in the
offshore industry (Lahdenperi, 2012). Here, we use the term relational contracting as an
umbrella concept for all such models. Typically, they rely on a combination of “hard”
contractual elements, such as early involvement of contractors, shared risks and quality-
based selection and “soft” elements, primarily joint governance processes for building
relationships and managing risks and opportunities, often led by facilitators (Eriksson, 2010;
Lahdenperd, 2012; Hosseini et al., 2018; Engeba et al., 2020). It is common to use a two-stage
contract model, where in the first stage the design and a target cost are developed in
collaboration by the partners. Then, a contract is signed for the detailed design and
construction stage. Contracts may either involve two parties, sometimes further cascaded to
key partners in the supply chain, or there may be one joint multiparty arrangement. Payment
models are often based on cost transparency (open books), but incentive arrangements and
risk allocation vary.

In some countries, relational contracting models have become quite standard practice,
sometimes supported by government policies, or used by government clients. In the UK,
relational contracting, initially mostly referred to as partnering, has been a key part of
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IJMPB industry reform initiatives since the 1990s (Bresnen and Marshall, 2000; Winch and
178 Maytorena-Sanchez, 2020; Oti-Sarpong ef al., 2021; Bresnen and Lennie, 2023). Today, such
’ methods are endorsed by the UK government Construction Playbook procurement strategy,
as well as by the industry development initiative Project 13, launched by the Infrastructure
Clients Group (Bresnen and Lennie, 2023). In Australia, multiparty alliancing was initiated in
the 1990s and used in government construction projects (Walker and Lloyd-Walker, 2015;
24 Gerber and Misko, 2019). In the USA, Integrated Project Delivery (IPD), with a special focus
on digital tools, emerged in the late 2000s (Hall and Scott, 2019). Early Contractor
Involvement (ECI) is a broader label used in multiple contexts worldwide (Farshid et al., 2018;
Wondimu et al., 2020). Long-term strategic partnering/partnerships (Gottlieb et al, 2020; Berg
et al., 2022) are included as well. Despite a dip after the financial crisis and a backlash for
alliancing in Australia (Gerber and Misko, 2019), the broad trend seems to be that relational
contracting is gaining momentum on a global level (Mosey, 2019). One indication is that the
International Federation of Consulting Engineers (FIDIC) is currently developing a standard
contract for collaborative relationships. Moreover, digitalization and efforts to tackle
pertinent social and environmental goals, not least climate change, has been linked to an
increased use of more collaborative and integrated delivery models (Whyte, 2019; Kadefors
et al,, 2021), even though this change has not taken place as rapidly as has been expected (Oti-
Sarpong et al., 2021).

On the policy level, relational contracting has often come with high ambitions, perhaps
especially for cost reductions (Bresnen and Marshall, 2000; HM Government, 2013). There are
certainly many examples of successful applications, and it is important to acknowledge that
relational contracting is often applied for complex projects where traditional methods are less
suitable and for which contractors might not bid if a traditional contract is chosen. However,
looking at the performance over time on an international level, the high expectations have
proved hard to fulfill on a broader scale, often causing criticism and backlashes (Mollaoglu
et al, 2015; Gerber and Misko, 2019; Rosander and Kadefors, 2023). Indeed, relational
contracting and traditional (transactional) contracts may be seen as two contradictory and
perpetually competing modes of exchange, where legitimacy shifts over time in favor of one
or the other (Winch and Maytorena-Sanchez, 2020). Further, there has been a conceptual
proliferation and ambiguity in operationalizing relational contracting. Models developed in
one geographical context have frequently inspired initiatives in other places (Lahdenperi,
2012) and in these translation processes, the definition of the labels in terms of detailed
practices often change. The same may happen over time in the same context (Hall and Scott,
2019). In sum, despite the growing experience with —and need for — flexible and collaborative
contracting models, it seems that the industry often fails to capture the knowledge gained and
use it to effectively inform systematic learning in contracting practice over time.

However, since the paper by Lahdenperi (2012), there has been scarce research with a
longitudinal, comparative perspective, aiming at understanding long-term industry-level
transition in this field (Qiu and Chen, 2022). In this paper, we contribute to filling this gap by
mapping and analyzing the development in relational contracting over 30 years in four
Nordic countries: Denmark, Finland, Norway and Sweden. The conceptual framework is
based on institutional theory, where relational contracting is analyzed as a potential new
institutional practice in the construction sector. In particular, we focus on how legitimacy of
relational contracting has been produced and challenged within the institutional field of
construction and implications for dissemination and learning.

Theoretical framework
Institutions have been described as “regulative, normative and cultural-cognitive elements
that, together with associated activities and resources, provide stability and meaning to social
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life” (Scott, 2008, p. 48). Institutionalization thus implies a process where such elements Relational
become more homogeneous across a broader field in society. Formal regulations may be o

: X ; X ) contracting in
important, but also informal pressures, intentional and goal-oriented efforts by strong groups Nordic
and imitation between organizations (DiMaggio and Powell, 1983). Institutions function as

patterns for actions and, thereby, permit us to make predictions concerning future behaviors construction
of other people. Such shared expectations reduce the cost of information processing, facilitate
the coordination of different activities and provide psychological security (Powell, 1991). 25

Institutional change and entrepreneurship

Pressure to change institutional orders often follow from disturbances or disruptions at the
societal, macroeconomic level, causing a growing dissatisfaction with the existing system
(Greenwood et al., 2002). Examples of such disorders are political turmoil, resource shortages,
regulatory changes, or technological developments. Environmental changes open for de-
institutionalization and for institutional pluralism and complexity (Micelotta et al., 2017).

In their conceptualization of the route of institutional change, Greenwood et al. (2002)
outline a process with several steps. First, they claim that institutional changes need to be
“theorized”. This includes both “specification”, which implies that the problems with the
existing institutional order are identified and described and “justification”, which explains
why the new institution is more appropriate and how it will solve the problem. There is often a
period of “preinstitutionalization” in which organizations innovate independently to find
solutions to locally perceived problems. Theorizing also includes that such locally derived
solutions are translated to more abstract and simplified entities suitable and available for
wider adoption (Greenwood et al, 2002). Successful theorization and objectification lead to
diffusion, if there is social consensus around the functional value of the new institution
(Suchman, 1995).

In recent years, research has increasingly focused on institutional change driven by
individuals and organizations acting as institutional entrepreneurs (Battilana ef al., 2009)
performing institutional work (Lawrence and Suddaby, 2006). Such change agents enter the
field when a social, technological, or regulatory change has destabilized the existing order.
They bring in new ideas and have important roles in theorizing the proposed change.
Institutional entrepreneurs need to mobilize both allies and resources. Thus, there is a
complication in that change initiatives often come from actors in the periphery, who have less
stakes in the status quo, while broader diffusion requires that the most dominant and
resourceful actors adopt the new practices.

Especially in mature fields, it is easier to gain support for changes that are not too radical
and do not require substantial changes in the roles, competencies and resources of
established actors (David et al., 2013). Ansari et al. (2010) suggest that a new managerial
practice that can lend itself to multiple interpretations has a greater likelihood of adoption,
however with greater variation and lower fidelity to the source model. Managerial
innovations thus spread if they are adaptable, require low investments and are easy to
understand. However, not all new ideas make it all the way to full institutionalization and may
instead fade away as managerial fashions and fads (Abrahamson, 1991).

Legitimacy of the new institution

Animportant concept in institutional theory is legitimacy. Suchman (1995) and Deephouse et al
(2017) identify three primary forms of organizational legitimacy: pragmatic, based on audience
self-interest; moral, based on normative approval; and cognitive, based on comprehensibility
and taken-for-grantedness. A practice may thus be perceived as legitimate if it is seen as a
useful way to solve a problem, considered appropriate or morally acceptable and is easy to
understand or (in the case of an established institution) already taken for granted. Imitation is a
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IJMPB way of gaining legitimacy. Thus, organizations sometimes adopt new practices mainly for
17.8 reasons of legitimacy and reputation rather than because of their pragmatic value (Meyer and
’ Rowan, 1977). Deephouse et al (2017) further stress that legitimacy evaluation comes from

different sources and that legitimization is a continually evolving process.
Studies of institutional entrepreneurs have shown that their power to drive change is
strongly dependent on if they are perceived as legitimate and knowledgeable. Although such
2 actors are often driven by self-interest, David ef @l (2013) find that legitimacy of a new
practice is increased if the institutional entrepreneur emphasizes altruism, especially if

outcomes of the change are intangible and hard to assess.

Institutional change in construction

The construction sector is highly institutionalized and the resistance to change is strong
(Oti-Sarpong et al., 2021). Although projects are unique, they interact with their environments:
professional roles, organizational structures and project governance modes are shaped by the
institutional order in the field (cf. Bechky, 2006). Such institutionalization is important to
economize on transaction costs and coordination needs in temporary, unique construction
project organizations (Kadefors, 1995). Typically, the freedom at the project level to initiate
new practices is relatively high, while organizational level structures to transfer the
knowledge gained to other projects are weak. However, the strong institutional order also
means that construction projects may connect directly to structures and learning processes at
the industry level and so bypass a thin and perhaps unsupportive organizational level. On the
system level, knowledge can be reflected in guidelines and collaborative standards (By-og
Boligministeriet, 1998), professional roles and consultancy services and benchmarking
programs (Aaltonen and Turkulainen, 2022). Industry networks may play an important role
in institutionalizing new relational contracting approaches by building the field/industry-
level receptivity, codifying the new delivery forms and consolidating legitimation toward
multiple audiences (cf. Huybrechts and Haugh, 2018). Further, large projects with high
visibility may invest in developing new methods and lead by example to produce institutional
change (Davies ef al., 2019; Matinheikki ef al., 2019; Winch and Maytorena-Sanchez, 2020;
Aaltonen and Turkulainen, 2022).

Research themes

This paper reassumes the discussion of how industry-level institutional change takes place in
the construction sector, taking a long term, cross-country perspective on institutionalization
processes — and absence thereof — in the field of relational contracting. Based on theories of
institutional change, we derive the following research themes:

(1) Triggers of de-institutionalization (theorizing/specification): How have problems
with the existing institutional order been perceived and described? Are there critical
incidents that have triggered de-institutionalization?

(2) Agency and institutional entrepreneurship: Which actors have been important in
promoting and impeding change? Are there institutional entrepreneurs?

(3) Building legitimacy for new contracting methods (theorizing/justification): How are
new solutions to the problems found and legitimized? Which legitimacy problems
have occurred over time?

(4) Dissemination and learning: Which are the patterns of dissemination and learning at
a broader institutional level over longer time?
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Method ' . . Relational
The research approach used for this paper is phenomenon-driven (von Krogh et al., 2012; contracting in

Schwarz and Stensaker, 2014). This implies that the point of departure is an empirical Nordic
phenomenon, which is new or insufficiently understood and that the selection of study
method and theoretical underpinning is driven by the objective to establish a deeper and more
adequate understanding of the phenomenon.

We use a collaborative case study design, including cases built by different scholars 27
(George and Bennett, 2005). The paper is based on longitudinal accounts of the developments
over time in relational contracting in each of the four countries. This process is hard to
capture by conventional research methods, since there are generally no statistics available,
and the development has taken place over a long time and involved a wide range of
organizations and individuals. Our approach is inspired by Alvesson and Sandberg (2022),
who argue that the knowledge of various organizational phenomena that experienced
researchers have accumulated through their personal experiences should be used more
deliberately and systematically to inform research. Such knowledge may be of different
types, from distinct observations to more aggregated cultural ideas and understandings.
However, in the same way as formal empirical material such as interview responses,
researcher pre-understandings can be selectively remembered, and there is a risk that
researchers confirm their own expectations, beliefs, or prejudices. Therefore, Alvesson and
Sandberg (2022) stress the need to complement pre-understanding with existing formal data
and to use theory systematically as a basis for challenging assumptions and conclusions.

In developing our case accounts, we strongly relied on our own research-based pre-
understanding of how relational contracting has unfolded over time in our respective national
contexts. In line with Alvesson and Sandberg (2022), we argue that our extensive experience
as researchers in this field places us in a unique position to articulate, interpret and reflect on
industry developments. The authors of this paper have all been involved in applied research
projects on relational contracting in our respective countries, some of us over several decades.
During this time, we have followed how relational contracting has been reflected in trade
press and industry seminars, and we have observed how various champions, opponents and
critical incidents have shaped the development. In some cases, our own research has
influenced industry discourse and practice.

We have followed the recommendations of Alvesson and Sandberg (2022) and as far as
possible verified our own pre-understanding by relevant secondary data such as research
articles, reports, guidelines and other material. A template was developed to ensure that the
texts covered the same aspects and time frame. Each of the case accounts comprised 10-15
pages. As an important part of our process, we have also reviewed each other’s accounts and
pinpointed needs for further clarification, elaboration or verification. This cross-reading has
also inspired us to complement our own accounts in an iterative process.

construction

Findings

In the following sections, we present condensed summaries of these texts for Denmark,
Sweden, Finland and Norway. This order reflects the points in time when the earliest
important developments in relational contracting occurred. In Table 1, the findings are
further condensed, to highlight the most important developments taking place in each
country during two periods: 2000-2010 and 2010-2023.

Denmark

In Denmark, relational contracting has developed in two waves. Early government-driven
developments in project partnering in the 1990 and 2000s were followed by a legitimacy crisis
and, nearly ten years later, by decentralized initiatives to establish long-term strategic
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IJMPB partnerships. However, no important developments in collaborative contracting have taken
17.8 place in the infrastructure sector.
’ First wave: the vise and fall of project partnering. Relational contracting was introduced
under the label of “partnering” and has primarily been used in the building sector. Partnering
was mentioned for the first time in an official policy document in 1998 (By-og
Boligministeriet, 1998), when the Ministry of Housing and Urban Affairs released the
30 Construction Political Action Plan in which the interrelated issues of productivity and

collaboration were highlighted as a central political focus area for the coming years. The
Danish approach was heavily inspired by UK experiences with two-stage open book
contracts between two parties. In 2001, a joint industry guideline containing a standard
contract paradigm was released (Byggeri, 2001).

To support implementation of partnering, three development programs based in industry
networks were initiated: (1) New forms of collaboration (Projekt Nye Samarbejdsformer) from
1999 to 2002, (2) Clients create values (Bygherrer skaber veerdier) from 2002 to 2006; and (3)
Partnering, learning, development and collaboration (PLUS netvaerket) from 2006 to 2009.
Activities in the networks focused on testing and evaluating a range of measures through a
series of demonstration projects. Despite that preliminary findings were inconclusive,
partnering was pictured as a productivity-enhancing approach which would result in savings
of 5-20% compared to traditional project delivery methods (Erhvervs-og Byggestyrelsen,
2002). In 2003, the Danish government released Statutory order #1135 on the use of public-
private partnership (PPP), partnering and benchmarking, requiring all government sector
clients to carry out systematic evaluations of their projects to determine if a partnering
approach should be used. This was followed by the release of an official governmental
guideline for partnering and when to use it in 2004 (later updated in Erhvervs-og
Byggestyrelsen, 2006).

Throughout the 2000s, partnering gained increasing momentum in the building sector.
The contractor company NCC spearheaded the development. In 2009, partnering accounted
for 10-70% of the turnover at the five largest contracting companies. At the same time,
however, a debate over the benefits and disadvantages of partnering took place, partly fueled
by massive cost overruns (around 50%) in the project to build the new headquarters of the
Danish Broadcasting Corporation (DR Byen). In 2008 the Auditor General’s investigation
concluded that partnering had directly contributed to 17% of the cost overrun. It was argued
that the project was too complex to be completed under a partnering scheme and partnering
was destabilized to such an extent that it acquired a taboo status. In 2013, the legislation was
abolished. Today, partnering as a concept is not used much, but many elements and measures
live on in other forms and under new labels.

Second wave: strategic partnerships. In the mid-2000s, a research project on strategic
partnerships encompassing multiple projects was established in collaboration between the
Technical University of Denmark (DTU) and the Danish Building Research Institute (SBi). To
build knowledge and legitimacy for such methods, the foundation Realdania commissioned a
report by the consultancy company Smith Innovation to analyze experiences from long term,
multi-project relationships in Denmark and Sweden (Kadefors ef al, 2013). The negative
experiences from project partnering were however still influential, and it was only in 2016
that the newly established central building client organization in Copenhagen Municipality,
Byggeri Kobenhavn, could initiate the first strategic partnerships. There were two
framework agreements, one larger (EUR 300M) on school refurbishments and one smaller
(EUR 80M) on cultural, sports, social and healthcare facilities. Both had a time duration of
four years. The tendering companies created a joint venture which then became the strategic
partner to the building client. Directly inspired by the example of the Copenhagen
Municipality, two social housing organizations established strategic partnerships in 2019,
and by 2021, seven more partnerships had been launched, representing more than 3 bn Euro
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of total value of completed and planned partnerships. Apart from the consultancy firm Smith Relational
Innova“aon, the two contractor firms NCC and Enemaerke og Petersen have been important contracting in
champions. . . . . . . Nordic

At the same time as the first strategic partnerships were started, the societal partnership .
Renovating Buildings Sustainably (REBUS) was formed by companies from the whole construction
construction value chain. One goal was to create new forms of collaboration, and REBUS
developed formalized and open tender documents to support building clients who want to 31
enter into strategic partnerships. The Danish agreements for collaborative contracting are
largely based on traditional contracts for framework agreements and Design-Build projects.
As a part of REBUS, a standard contract for strategic partnerships was developed by the law
firm DLA Piper based on the contractual setup from the municipality of Copenhagen and
other industry experiences (REBUS, 2017). To further stimulate the adaptation of strategic
partnerships, REBUS and another industry network, Vaerdibyg, published two guidelines
focusing on different stages in the process (Vaerdibyg, 2021a, b).

Several research projects have been initiated, where especially DTU and SBi have been
involved to evaluate the contracting practices. The model has been found to enable reductions
in time, flexibility to handle unforeseen changes, reduction in the level of conflicts and an
overall improvement in employee satisfaction. Lessons learned include the importance of a
common model for cost calculation, shared balancing of the portfolio of projects, a functional
information infrastructure and top management involvement from all parties.

Other developments. To address the needs for collaboration in single projects, several
partly new models have emerged. The Danish Building and Property Agency launched the
“New Partnering” concept in 2017. It is described as a form of collaboration with combining
parts from the Finnish Alliance model, “traditional” partnering and other Danish models.
Main elements are an economic model that separates construction costs from the supplier’s
profits, supplier selection based on behavioral assessment of key people and company culture
and systematic efforts to enable cultural change and build a robust collaborative
organization. So far, New Partnering has been successfully trialed on two university
projects in 2017 and 2019. Another model is Co-creation with Design and Build. Also,
Integrated Project Delivery (IPD) has been promoted, but there have been only a few IPD-
inspired projects by the contractors MT Hejgaard and Enemarke og Petersen.

Sweden

The Swedish political system places the main responsibility for operational level policies on
the government agencies. Thus, despite similar criticism for low productivity as in other
countries, there have been no explicit government policies relating to construction
contracting. Instead, initiatives to introduce relational contracting have mainly come from
individual clients and contractors. The development trajectories have, however, differed
significantly between the building and infrastructure sectors.

Building sector overview. In the building sector, collaborative models began to emerge in
the 1990s, inspired by the Japanese quality movement and developments in the UK. A pioneer
client was the former County Council in Varmland with a 5-year refurbishment program for
the Karlstad Central Hospital in strategic partnering already in the late 1990s, followed by
several large collaborative projects. In 2002, a widely spread research report summarized
research on partnering, international developments and Swedish experiences (Kadefors,
2002). In 2003, the Swedish contractor NCC started to market the partnering concept,
influenced by their Danish subsidiary. Beginning in the early 2000s, the Swedish
Construction Clients association organized seminars, study trips to the UK and courses for
industry practitioners and facilitators. These activities were often held in collaboration with
the small Swedish management consultant Fernia Consulting. The client association further
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IJMPB engaged lawyers to develop partnering guidelines and contract supplements, much based on
178 input from NCC and still administers a practitioner network for relational contracting.
’ The use of relational contracting increased throughout the 2000s, although the
dissemination varies between regions and clients. Most approaches have been based on a
two-stage ECI model with open books, sometimes with a target cost and gainshare/painshare
mechanism. An overarching agreement defines the terms of collaboration, but the usual
32 standard contracts (either construct-only or Design Build) are used. Consultants and

subcontractors are often involved, but contracts are generally not multiparty. Relational
contracting is considered most useful in complex projects, such as hospital buildings, but is
also frequently applied for residential buildings and various municipal buildings. The last
15 years, there has been an increase in so-called strategic partnering, where several
consecutive projects are bundled into one contract.

Infrastructure overview. On the infrastructure side, the development in relational
contracting took off in the early 2000s, when higher environmental requirements led to
increased risks in underground projects. Following lawsuits in several large projects,
contractors threatened to leave the Swedish market. The former Road and Rail
administrations then initiated a change organization, Fornyelse i Anlidggningsbranschen
(FTA), or “Renewal in the civil engineering industry” (2003), also involving the main technical
consultants and contractors. A guideline for collaboration was developed, under the label of
“Increased collaboration” (Utokad samverkan), intentionally avoiding the concept of
partnering. This model comprised some key partnering elements but procurement criteria
and contracts in most cases remained traditional. Several large projects with a collaborative
profile were planned and procured during this period (the Gota Tunnel in Goteborg,
Norrortsleden and the Station City in the Stockholm City Line).

However, as the Swedish Transport Administration (STA) was established in 2010, by a
merger between the road and rail administrations, focus shifted towards encouraging private
sector innovation by using fixed price, Design-Build contracts. A “pure client” policy was
installed, and in 2012, the FIA initiative was formally closed down. A few years later,
however, the large contractors requested a low-risk, collaborative procurement model for
large and complex projects. In 2015, the STA issued a new business strategy that included an
option to use a two-stage ECI model. The first ECI contracts were two sub-projects in a large
rail tunnel program, followed by another five projects in 2015-2018 (Rosander et al., 2020
Rosander, 2022) and three maintenance contracts in 2020 (Kadefors et al,, 2023). Shortly after,
problems and cost increases experienced in the planning stage of the first projects caused the
STA to pause further use of ECI (Rosander and Kadefors, 2023). In parallel, however, several
large DB contracts procured on lowest price ended up in lawsuits. By 2022, the contractors
again stated that they would not bid on such high-risk contracts, which compelled the STA to
start an initiative to become a more attractive client and reconsider relational contracting.
Yet, despite that the still ongoing ECI projects by then had overcome the initial issues, the
model had gained a poor reputation within STA and it was no longer considered possible to
use this concept. Thus, the label Early Supplier Involvement (ESI) was coined for similar
approaches and, in addition, it was decided to start a few pilot projects inspired by the Finnish
Alliance model. In parallel, however, partnering/ECI models are increasingly common for
municipal and regional infrastructure projects.

Legitimacy and learning. Sweden is the Nordic country where relational contracting has
been most widespread over a longer period of time. Today, large contractors report that such
contracts count for around half of their turnover. However, this development has not been
straightforward and there are still significant legitimacy challenges. Despite the champion
role of the client association, relational contracting has been seen to primarily benefit
contractors, much because it has been promoted by NCC and Skanska. Further, the open
book, cost-plus payment model has been challenged, especially how to handle the annual
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rebates to contractors from material suppliers. Since several years, the Swedish Construction Relational
Clients association has been urged by some members to avoid specifically promoting Mo ]

. . . . . contracting in
relational contracting. Especially in Stockholm, the Construction Management (CM) Nordic
consultants position themselves as an alternative to collaborative ECI contracts.

Another challenge has been perceived failures in projects. Performance in relational
contracts still varies and even large and complex projects carried out by professional clients
and big contractors experience cost increases and conflicts (Havenvid et al, 2022; Rosander 33
and Kadefors, 2023). The wide dissemination of relational contracting has come with a low
entry threshold and substantial variations in preparation, ambitions and attitudes. Some
clients have used collaborative contracts mainly because they received no bids for traditional
contracts and there was no training before introducing ECI in the STA. Further, although
Lean methods are used by some actors, they are not widely spread. A lack of joint industry
platforms to support further professionalization in relational contracting has spurred active
engagement by industry in developing the standard ISO 44001 Collaborative business
relationship management (By-og Boligministeriet, 1998). However, the standard is perceived
as complex and wider adoption has not taken off as of yet. The national research platform
ProcSIBE (Procurement for Sustainable Innovation in the Built Environment, 2014-2021)
produced a significant number of studies, but structures at the organizational and industry
levels to systematically capture such research-based knowledge are weak (Rosander and
Kadefors, 2023; Kadefors et al,, 2023).

construction

Finland

General overview. In the 1990s, the Finnish industry was criticized for poor productivity and
low innovation. This criticism was fueled by conflicts and economic inefficiencies in major
projects using traditional contracts, causing a predecessor of the current Finnish
Transport Infrastructure Agency (FTIA) to call for change in industry culture
(Lahdenperd, 2019). In 2003, a project at VTT (Technical Research Centre of Finland)
was started to investigate international experiences in collaborative contracting,
especially multiparty alliances in Australia. These initiatives did however not gain
momentum and a new research project was initiated, further advancing the concept of
project alliancing (Pakkala et al, 2007) and involving a study tour to Australia with
representatives for the infrastructure authorities. This prompted joint industry-level
development processes in which VIT was a key player. In parallel, an industry
practitioner with experience in infrastructure construction visited research environments
in California active in integrated project delivery (IPD) and lean construction. Back in
Finland he focused on offering consulting services related to project alliances, which later
led to the establishment of Vison Alliance Partners in 2012. The first alliance projects were
initiated by the predecessor of FTIA in 2010, using Australian models with only minor
adjustments.

The experiences from a pilot project for rail renovation and other early major project
alliances, such as the landmark project Tampere Lakeshore tunnel (2011-2016), were
positive. There have been no major failures, and the alliance model is today well known and
has a positive reputation in the Finnish construction sector. Up to 2023, pure alliancing has
been used in around 90 projects (finished and ongoing), including public infrastructure
projects, other types of public building projects and a few private projects (Vison, 2023).
Recently, alliancing has been used in other sectors as well (social, healthcare and public IT).

However, relational contracting more generally in Finland is referred to as IPD (IPT in
Finnish). IPD in this broad sense covers both pure alliances and various hybrids, which apply
additional “integration mechanisms” (collaboration agreement, big rooms, joint development,
lean tools, etc.), but may be based on traditional contracts. Most often, CM approaches are
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IJMPB used (“collaborative Construction Management”). Around 30-50 such lighter IPD projects
17.8 have been carried out, and the joint value of pure alliances and integrated project deliveries

’ until 2023 was reported to be EUR 10 billion (Vison, 2023).

Relational contracting has been driven by the key public clients (particularly FTTA), large

construction companies and consultancy firms. The consultancy firm Vison has been a

central actor in developing practices for alliances and other IPDs and as coordinator of

34 industry-level development programs. Research institutes and universities have also played

key roles, especially VTT but also the Management of Multinational Investment Projects

(MILL) research project at Oulu 2018-2020. Business Finland’s funding for joint research

projects with the industry and universities have been vital. The industry associations as well
as Lean Construction Finland have all promoted the collaborative approaches.

Inspiration, knowledge development and legitimization. Pure alliancing represents a large
step from the contracting methods traditionally used by public clients in Finland. Thus, the
legitimization and discursive strategies by the key actors around project alliancing have
emphasized the novelty and difference to established practices, e.g. “the model will shake and
renew the field”, and the first projects were purposefully reconstructed as something unique
to reinforce the mobilization of the field actors toward alliancing.

In developing alliancing practices, inspiration has to a high extent been sought from other
countries: particularly from Australia, but also from the UK and USA (the term IPD and lean
construction methods). Key documents were brought from Australia and translated into
Finnish. The first alliance guidelines and contracts were directly based on material provided
by the Australian consultant involved in the background work for the first Finnish alliance
project. A separate project was initiated in 2015 by industry representatives and the Building
Information Foundation to develop new general contract conditions and numerous other
model documents for project alliances. This work was eventually finalized in 2020 and
established a national practice that involved some adjustments to the original Australian
models.

Influences from the USA have also been important, and many industry practitioners have
visited the lean community in California. However, the original IPD contracts have not been
used; instead, lean methods have been combined with Australian alliance principles to form a
specific Finnish alliance model. These lean elements have likely acted as a source of
legitimacy for the alliance concept and facilitated its introduction, especially in the early
stages. When the initial major project alliances were successful the method further gained in
positive reputation, and a fashion perspective may partly explain the rapid growth in project
alliancing. Another legitimizing factor has been new public procurement legislation (2017)
that strongly enforces a focus on lifecycle costs and introduced competitive dialog as a
routine procedure for more demanding projects. Further, the FTIA has prepared and
published value-for-money reports showing positive results from their alliance projects.
In 2017, a government-nominated investigator recommended that project alliance should be
the primary option for demanding government construction projects.

Linkages between the early project alliance projects facilitated learning and fostered
relationships between key practitioners. Knowledge transfer from one project to another also
typlcally takes place during the tendering phase, when individuals share the learnings from
prior projects in tendering Workshops Formalized industry-level activities and networks
have also been highly influential in institutionalizing collaborative contracting. In such
groups, participants share experiences and research results from project alliances, which has
enabled continuous improvement and standardization of relational practices, as well as
provided best-practice examples. Vison offers training and is running a network for owners
in collaboration with RAKLI (the Finnish Association of Building Owners and Construction
Clients). Professional associations have their own dedicated training programs. The large
clients and contractors have systematically developed their own capabilities for engaging in
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collaborative contracts by training and knowledge sharing between projects. However, while Relational
practices for the pure alliances are well defined, this applies less to the broader category of Mo ]
PR 3 ; X > contracting in
IPDs (IPTs, in Finnish), which causes frustration among industry practitioners. Nordic
Some criticism has pertained to practices for supplier selection. These include workshops .
to assess the collaborative capabilities of the tendering team. The practices are relatively construction
similar between projects, since the same few consultants are active in most projects and
documents from other projects can be utilized easily. Standards and model documents also 35
exist nowadays. Thus, there has been concern that companies may learn “how to play the
game” in the tendering workshops. In general, the activities in and laboriousness of the
selection process have lightened a bit since the first projects, but many industry members still
consider the process forbidding. In general, criticism towards collaborative contracting
primarily stems from small companies who find it hard to compete.

Norway

Governance and management of large projects. The 1990s saw an increasing investment in
transport infrastructure, where many road projects were pushed through by a strong
transport minister before they were properly planned. The result was a wave of projects
going over budget towards the end of the 1990s. In 1999, a government report, the Peder Berg
report (Berg et al, 1999) analyzed the performance of large investment projects across sectors.
As a consequence, the Ministry of Finance established the Norwegian Quality Assurance
(QA) Scheme in 2000 and the associated research program Concept in 2001. The first
generation of the QA scheme was designed to ensure that projects do not go over budget, and
the second generation (from 2005) also aims to ensure that the projects deliver value for
money. In 2018 the QA scheme was transformed into the Norwegian State Project Model for
large investment projects (Klakegg and Volden, 2017).

A parallel development to address the poor performance of projects took place at the
industry level, but also inspired by experiences in the oil and gas sector. The research
program PS 2000; Project Controls 2000) was initiated, followed by the establishment of the
Norwegian Center for Project Management in 2001, intended as a permanent arena for
research and exchange of experience on project management. In 2014 this arena was
transformed into the center Project Norway, which also incorporated the collaborative
research program BA2015, focusing on best practice in the construction sector. In 2021
Project Norway had 53 partners in industry and government and eight academic partners.
This organization still drives development in the project management field and many of its
research projects pick up elements of procurement research.

The quality assurance scheme and the related initiatives have led to a strong professionalization
in project governance and management of large public projects in Norway, where procurement and
contracting is one part. However, Norway has continuously seen higher costs in public construction
projects than neighboring Nordic countries. Despite several government and industry initiatives
and many new methods, the total cost level has not changed significantly.

Developments in construction procurement. Focusing specifically on improving the
Norwegian construction industry, the Norwegian Research Council initiated the program
Collaboration in Construction (“Samspillet 1 byggeprosessen”) (1996-1999) involving partners
from industry, research and public administration (Kommunal-og regionaldepartementet). The
program was influenced by Danish improvement initiatives and principles of business process
reengineering. One aim was to develop a model contract for collaborative projects. In the
following years, various forms of relational contracting (“samspillkontrakter”) have been
applied by different clients. There are basic models where workshops, especially in the start-up
phase, are combined with traditional contracts (Jernbaneverket/BA2015). However, it is
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IJMPB increasingly common to involve contractors early and use two-phase contracts with target
17.8 costs and risk sharing.
’ In the building sector, relational contracting has been used for some larger hospital
buildings. An early flagship project was St. Olavs Hospital (2005-2013) which introduced
many collaborative elements and has been deemed successful. Today, Sykehusbygg and other
clients in the health sector regularly use two-phase relational contracting models. The
36 government client Statsbygg has applied relational contracting with earlier involvement of

contractors and various forms of risk sharing in a limited number of projects (including
Politiets Nasjonale Beredskapssenter and the life science building for the Oslo University,
Livsvitenskapsbygget). Oslo Municipality is another important client. The regional authorities
(fylker) have systematically used various forms of relational contracting (samspill) as their
preferred model when developing new schools. In 2017, the multiparty collaborative single-
purpose vehicle Team Veidekke (involving all key actors for the building project with shared
ownership based on each party’s resource allocation) was established for the development and
construction of a residential project for the housing co-operative OBOS at Ulven. This has
proven effective and was recently extended to a subsequent construction stage. The university
in Trondheim has developed a highly ambitious research building through a collaborative
development method, thoroughly documented through longitudinal research (Engebo
et al, 2020).

In infrastructure construction, the main public clients have until recently been
conservative in their contracting methods. In 2016, however, the Norwegian Parliament
established the limited company Nye Veier, owned by the Norwegian Ministry of Transport,
to act as a lean and innovative construction client. Nye Veier has tested several contracting
methods, including two-phase relational contracts with early contractor involvement.
Another model, with inspiration from the Netherlands and the USA, has been Best Value
Procurement, with strong focus on selecting suppliers on quality parameters. Following this
development, Statens Vegvesen as well has started to use two-phase relational contracts with
E16 Fagernes-@ylo as a pilot (2019). Most such projects use the NS8407 General conditions of
contract for design-build contracts with tailor-made amendments. There have been several
attempts by Standard Norway and industry organizations to develop standard contracts and
models for this type of projects. However, none of them has reached enough support to
become dominating. It is seen as a problem that practices still vary widely and that new
models are being introduced without systematic evaluation and learning from experiences.

Recently, Integrated Project Delivery (IPD) models with multiparty involvement and lean
elements have been used in one road project by Nye Veier (Kval-Melhus) and one hospital
project (the Tonsberg hospital in Vestfold). These projects used a translated version of the US
ATA195-2008 Standard Form of Agreement for Integrated Project Delivery. Based on positive
experiences in these projects, a third IPD project was initiated in 2022 as Sykehusbygg
procured Senter for psykisk helse @ya (SPH) at St Olavs hospital.

Also related to the introduction of IPD are activities within Lean construction, which came
to Norway in the early 2000s with the contractor Veidekke as a central actor (Lohne et al,
2022). Over the years, there have been close contacts with the USA lean community, and
today lean principles have spread to most large contractors, consultancies and client
organizations in Norway.

Discussion

In this section, we describe and discuss differences between countries relating to processes of
institutional change. The discussion is organized according to the themes identified in the
theoretical overview: Triggers and problem perception, Agency and institutional
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entrepreneurship, Building legitimacy for new contracting methods and dissemination and Relational

learning. contracting in
Nordic
Triggers of de-institutionalization construction

In all Nordic countries, discussions around the viability of traditional contracting models

intensified in the 1990s and early 2000s. In line with UK narratives (Sergeeva and Winch, 2020;

Oti-Sarpong et al., 2021), the industry discourses featured a general dissatisfaction with the 37
outcomes of the existing institutional order in terms of costs, productivity, innovation and
conflict levels. Such concerns have been important triggers of de-institutionalization and
opened up for pluralism in contracting methods. The focus on relational contracting was
especially strong in Denmark, although all countries showed interest in such methods to some
extent. However, marketization trends in the public sector, expressed as outsourcing of client
competencies and shifting of risk and responsibility to the private sector, have produced
competing solutions to the perceived productivity problems. Thus, in Sweden a “pure client”
policy in the STA prescribed an arm’s length approach and Design-Build contracts (Rosander
and Kadefors, 2023). In the Danish context, the marketization trend has resulted in the
retraction of government influence in the development of relational contracting (Gottlieb and
Frederiksen, 2019). In Finland, however, relational contracting was seen to require strong
owner capabilities, thereby reversing a previous inclination towards marketization.

Traditional contracting methods have also been challenged by power relationships in the
construction market. In general, collaborative methods tend to be more used when demand is
high and the market favors contractors (Mosey, 2019). Especially Swedish contractors have
repeatedly threatened to leave the market when they have experienced losses in
infrastructure projects, and the STA has responded by opening up for a limited use of
relational contracting. In the building sector, it is not unusual that clients use relational
contracting mainly to receive more bids. In Australia as well, contractors were important
drivers of alliances (Gerber and Misko, 2019).

Further, developments in technology and new requirements may change contracting
preferences. Thus, traditional methods are less useful in urban sites with difficult ground
conditions and a multiplicity of stakeholders. Higher environmental requirements have
induced relational contracting in Swedish construction, indicating that also sustainability
can be a driver. Further, in line with Whyte (2019), technical developments in information and
communication technology (ICT) have been influential. There has been active exchange
between Lean/Virtual Design and Construction (VDC) proponents based in the Californian
and Nordic construction industries, and these contacts directly inspired and legitimized the
use of alliances in Finland as well as a small number of flagship IPD projects in Norway.

Altogether, a variety of factors may affect preferences for contracting practices. However,
de-institutionalization in this field does not imply that traditional methods are replaced by
relational contracting, but rather that relational contracting is introduced as a new
component in the toolbox for construction contracting. Thus, the change is more the process
of adding a new institutional logic than replacing an outdated institutional practice with a
newer one, meaning that organizations need to cope with institutional complexity and co-
existing institutional logics (Greenwood et al, 2011; Matinheikki et al., 2019).

Agency and institutional entrepreneurship

So, what actors have been important in driving developments in relational contracting in the
Nordic countries? Considering that a large part of construction procurement is carried out by
public clients, it seems reasonable that governments intervene to shape contracting practices
in this field (Sergeeva and Winch, 2020). However, the Nordic governments have taken quite
different roles in this respect. The Danish government has been the most active, introducing
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IJMPB legislation prescribing to consider partnering in 2003, combined with a range of other policy
17.8 components. In Norway, a government-initiated renewal program in the late 1990s focused
’ specifically on collaboration, but several later initiatives have targeted governance and
management of projects in general. The Norwegian government further established the

company Nye Veier to challenge the Road Administration.
When it comes to organizational actors, however, public clients at both government and
38 local levels have been central in driving the development and diffusion of relational
contracting practices in all countries. In Sweden, relational contracting has primarily been
used by regional and municipal clients, although the STA has taken some initiatives. In
Finland, the FTIA and its predecessors acted as a lead client, and a wide range of public
clients have been involved in the alliancing learning programs. In Denmark, important
regional and municipal clients acted as champions during the second partnering wave,
focusing on strategic partnerships. In Norway, both Nye Veier and a range of public clients in
the building sector have applied two-party, ECI contracts, and a few of them have also
pioneered multiparty models (IPD). The clients’ associations played important roles

especially in Denmark, Sweden and Finland.

Furthermore, individual employees of governments, suppliers and industry associations
have acted as champions. In several cases, small consultancy firms played key roles as
knowledge providers and institutional entrepreneurs (Suchman, 1995; Battilana et al., 2009).
In Finland and Denmark, such firms have strategically used the founders’ strong networks in
industry and academia to gain influence at the institutional level in relatively small markets.

At the supplier side, the contractor company NCC has strongly promoted partnering in
both Denmark and Sweden. In Denmark, also Enemarke og Petersen supported strategic
partnering. Skanska, with its UK subsidiary, championed ECI, but also strategic partnering.
The contractor company Veidekke led the development of Lean and VDC in both Sweden and
Norway. However, the Swedish example suggests that it can be hard for contractor
companies to achieve legitimacy as institutional entrepreneurs in the same way as public
clients and individual champions, since they are more likely to be perceived as driven by self-
interest (cf. David ef al, 2013). Instead, as mentioned above, contractors seem to gain influence
primarily by their market power.

Finally, academia has often played a key role in developing new contracting practices.
Universities and institutes are frequently involved in industry development programs to
follow up projects and provide knowledge and legitimacy. In all countries except Sweden,
general industry development programs have recently (in the last decade) addressed issues of
construction procurement, including relational pilot projects and follow-up research projects.
Such programs provide additional resources for learning and form ecosystems that are more
capable of absorbing research-based knowledge than a wide range of disconnected actors.

Building legitimacy for new contracting methods

As indicated by the discussion above, legitimacy is clearly a key issue in implementing new
contracting methods. The country summaries describe various strategies to gain broader
support for relational contracting. In particular, several countries have witnessed significant
and sudden shifts in legitimacy, much in line with how the support for alliancing has varied in
Australia (Gerber and Misko, 2019) and UK defense procurement (Winch and Maytorena-
Sanchez, 2020). In this section, we compare and discuss trajectories for introducing and
implementing relational contracting from a legitimacy perspective.

In all countries, experiences in other countries have been used to build legitimacy — both to
point at industry problems (theorizing/specification) and to position collaborative approaches
as solutions to these problems (theorizing/justification). The earlier developments in
Denmark and Sweden referred primarily to models and government strategies for
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construction improvement used in the UK, while in Finland it has been Australia and the Relational
USA. In Norway, most developments have taken off later, and here the USA and the o

. AT contracting in
Netherlands seem to have been most important. There has also been imitation between Nordic
the Nordic countries, where Sweden, and to some extent also Norway, were influenced by the
first wave of project partnering in Denmark in the 2000s, and Denmark later used experiences
from Sweden to legitimize and inspire their second wave of strategic partnerships. Today, the
STA looks to Finland for inspiration on alliances, and industry networks suggest that 39
Sweden should copy the Norwegian initiative to establish the competing infrastructure client
Nye Veier. Another source of legitimacy, most explicitly used in Finland, has been to integrate
relational contracting with engineering-oriented lean methods. Furthermore, it has been
important to involve actors with high legitimacy, such as large public clients, respected
consultants and academia.

However, in several countries the legitimacy that was built in introductory (theorizing)
stages has been challenged later in the implementation process. The most salient example
was when the Danish government introduced its partnering initiative in the late 2000s and
the model was effectively de-legitimized after only a few years, establishing a taboo which is
still influential. The weak industry support for the new partnering model has been interpreted
as a reaction to the coercion associated with legislation, where actors conformed and paid lip
service to the policy without true buy-in (cf. Meyer and Rowan, 1977). Further, in making the
case for partnering the Danish government had mirrored the UK prospects for substantial
cost reductions and when projects failed to deliver on such high goals pragmatic legitimacy
(Suchman, 1995; Deephouse et al., 2017) eroded. This development supports previous findings
that strong top-down pressure is not a quick fix to bring about change in the construction
industry (cf. Oti-Sarpong et al., 2021).

This said, the Swedish example shows that legitimacy challenges may occur also in more
bottom-up trajectories. Partnering was introduced in Swedish building construction in the
early 2000s by the client association as well as by individual clients and contractors and
quickly gained wide adoption. Since then, the application of relational contracting has grown.
However, despite a high market share at a national level for more than a decade, the outcomes,
performance and legitimacy of relational contracting continue to fluctuate over time and
between sub-markets. Many clients take on relational contracting because they want to try a
new concept that is in fashion, or in response to request from contractors, but without
sufficient preparation and respect for the complexities involved. Thus, competencies and
practices still vary widely, causing problems especially in complex projects where more
sophisticated approaches are necessary. In the infrastructure sector, initial problems in a few
ECI contracts led the STA to promptly return to conventional Design-Build and Design-Bid-
Build contracts. In Norway as well, there has been a recent backlash when Nye Vejer
implemented ECI and did not achieve the expected benefits.

These pendulum movements, where opponents swiftly use initial problems to discredit
new collaborative models, suggest that there is an underlying skepticism towards relational
contracting in the sector. Such attitudes likely relate to both self-interest of individuals, who
have invested in developing their skills to master traditional contract management (Crespin-
Mazet and Portier, 2010) and to normative marketization discourses at the societal and
organizational levels (Rosander and Kadefors, 2023). Since the tolerance for failure is low,
early applications of relational contracting must be successful to establish more stable
pragmatic legitimacy. Especially large and visible flagship projects cannot be allowed to fail
or underperform. This is confirmed by the stability in the legitimacy of alliancing in Finland,
where the development has been more systematic and knowledge-based, and there have been
no failures.

Further, the findings point at the role of language in this highly contested field. For some
Swedish clients it has been important not to use the label partnering, but rather

construction
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IJMPB “samverkanskontrakt”, which also seems to be common in Norway. Moreover, we have seen

17.8 that losses in legitimacy lead to a proliferation of models and labels. Hence, the concept of

’ strategic partnerships was selected for the second wave of relational contracting in Denmark,

as the term partnering had lost its legitimacy. Renewed calls for relational contracting in

single projects resulted in a model called New Partnering, to contrast with previous

approaches. When the ECI concept lost in legitimacy in the STA, the labels ESI and “alliance-

40 inspired” were introduced for similar approaches. However, while new labels may be useful to
regain legitimacy, they hamper learning over time and between countries.

Dissemination and learning

Clearly, strategies and activities at the industry level for building and disseminating
knowledge are essential. In Finland, knowledge of alliancing and IPD was secured by study
visits to Australia and California and by involving an Australian alliance consultant.
Guidelines and agreements were directly translated, and there was controlled testing and
learning in carefully planned pilot projects before wider implementation. Training was
provided to all industry actors, and consultancy companies supported projects based on a
common body of knowledge. Involvement of research has also been substantial. A similar
approach can be seen in Denmark today, where the introduction of strategic partnerships
has been more incremental and bottom-up than the previous legislation-based initiative. As
in Finland, the model was tested by committed clients and evaluated before being spread to a
limited number of followers, which were associated to industry renewal networks and
research projects. However, the earlier Danish partnering initiative also included
development of guidelines and research programs, indicating that the key to success is
the stepwise approach, focusing more on avoiding failures than on quick dissemination.
Another learning for policymakers is that envisaging high benefits to justify a new practice
in early theorizing stages may backfire in later stages, when these expectations have to
be met.

These observations however also highlight that it is difficult to combine wide adoption
and stable legitimacy for relational contracting. In the project-based, decentralized
construction sector, each project manager may design his or her personal model within
certain limits. The Swedish development seems to confirm the observations of Ansari ef al.
(2010) and Greenwood et al. (2002) that practices that are open for multiple interpretations,
require low investments and are easy to understand are more likely to be adopted. However,
while simple models of relational contracting may work in smaller projects and markets, more
advanced approaches are needed for complex projects that involve actors with no previous
relationships. In effect, there are two parallel trajectories in Finland, where the alliance model
represents a sophisticated approach which is well defined and combined with extensive
training and other support structures, ensuring fidelity with the source model. The other
trajectory more resembles the Swedish example: a variety of relational contracting methods
are used by various clients under the umbrella concept of IPD/IPT, and in this sector,
performance varies more. In the UK as well, there is openness in how to translate high level
ambitions to operational practice, with similar effects (Bresnen and Lennie, 2023). Thus, a key
challenge is to implement relational contracting broadly without diluting the concept so much
that it fails to deliver.

Industry networks and collective actors, such as industry development initiatives, local
arenas and professional associations, may potentially contribute to spreading relational
contracting approaches and consolidate legitimacy toward multiple audiences. Still, centrally
conceived models supported by handbooks and training may fail to engage local actors. In
Norway, where there have been many industry development programs, intermediate actors
and networks were found to produce their own tools and models, thereby complicating
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sustainable industry-level learning. In several countries, however, relational contracting is Relational
already associated with the international Lean Construction body of knowledge and o i

: . . contracting in
community. Such connections might be strengthened and reach beyond the USA concept of Nordic
IPD to also include variants of relational contracting suitable for simpler projects. Another
resource is the ISO standard 44001 for collaborative business relationship management,
where structures are defined both for the operational level and for long-term organizational
learning. Although there are challenges associated with conveying cognitive legitimacy 41
(Suchman, 1995; Deephouse et al, 2017) since the standard is quite complex, there is a
common terminology and structure which may help to go from common-sense and piecemeal
interpretations to more holistic and systematic approaches.

construction

Conclusions

Thirty years after the Latham (1994) report, relational contracting can no longer be
considered a novel practice. However, structures for long-term learning in this field still seem
to be weak. In this paper, we have mapped and compared the longitudinal developments in
relational contracting over 25 years in four Nordic countries, with a focus on patterns of wider
dissemination and learning. Based on theories of institutional change, an important focus of
the paper has been to understand why implementation of relational contracting tends to
follow a pendulum movement of legitimacy building, dissemination and backlash. Our
comparative analysis highlights several contributions to research and practice.

First, legitimacy of relational contracting is fragile, and backlashes are typically caused by
failures to meet expectations for cost reductions, innovation and reduction of conflicts. Thus,
it is essential to ensure that practitioners possess the relevant competencies, so that failures
can be avoided especially in large and visible projects. The higher the complexity, the more
essential are strong structures at the industry level to produce shared knowledge to guide
operations. Moreover, we see that when relational contracting is pushed back due to
legitimacy failures, similar ideas tend to arise again under new labels and in slightly new
forms, often by looking to other countries for successful examples. The result is a
proliferation of concepts and practices that presents further obstacles to learning. Thus, a
high contextual knowledge is needed to interpret and successfully learn from experiences in
other countries. Furthermore, it is important that policymakers consider not only contract
models in seeking inspiration from other countries, but also strategies to manage industry-
level learning.

Second, there is a contradiction between dissemination and performance. We have seen
that structured learning may work in closely knit industry contexts, but combining high
sophistication with wide adoption remains a challenge. Although not all projects require
advanced approaches, the level of shared understanding has to be high enough to enable the
contracting parties to adequately assess collaboration needs and competences. One difficulty,
then, is how to engage broader collectives of practitioners in decentralized initiatives, while
still connecting these to an industry-level learning process. Here, resources at higher
institutional levels, such as international standards, may be useful to align practices across
fragmented industry landscapes.

Third, there is a perpetual tension between high-involvement collaboration and influential
marketization trends that prescribe arms-length contracts that assign high freedom and risks
to contractors. This underlying conflict is one reason why relational contracting is vulnerable.
However, both collaborative and outcome-based approaches should be part of a contracting
toolbox that most large clients and contractors need to master. Thus, proponents of both
stances should perceive the process of implementing relational contracting as one of
increasing institutional complexity, where both logics co-exist, rather than as a competition
between two mutually exclusive logics.
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IJMPB This paper contributes to the small stream of literature on long-term institutional
17.8 change in the construction sector. The Nordic perspective further complements the more
’ studied Anglo-Saxon contexts to give a broader international perspective on a widespread
but still intriguing phenomenon. The results should be useful for practitioners and
policymakers in any country aiming to introduce new contracting practices in the

construction sector.
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