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Developing Capabilities for Public Construction
Clients
Abderisak Adam, Göran Lindahl and Per-Erik Josephson

Abstract Clients in the public sector face a large number of challenges in designing, procuring and managing major construction projects in a manner that is conducive to the organization’s overall goals. The role of the client in bringing about
successful project completion has more recently been emphasized with a growing
number of studies focusing on developing dynamic client capabilities that facilitate the handling of a project through all of its different phases.
Though the capabilities of the client carries immense importance in all construction projects, the importance is further exacerbated by the sheer scale of the
projects involved in major construction projects, a development which has
prompted governmental agencies to inquire into ways to improve processes in the
client organization.
To address such inquiries, this paper which is based on a literature review, explores the types of dynamic capabilities that emerge with respect to public construction clients and in particular, if and how a specific client capability influences
a specific project outcome. The mapping of capabilities constitutes a theoretical
foundation for a forthcoming empirical study on the same topic.
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Introduction
It is an oft-repeated truism that the more capable the organization, the more enhanced its ability to thrive. Perhaps nowhere is that more evident than in construction. The industry is inundated with myriads of stakeholders, from the more obvious actors: the owners, contractors and consultants to the extensive range of,
architects, banks, regulatory institutions and users who all - in one way or the other - come in contact with the project (Chinyio & Olomolaiye, 2010).
These different stakeholders have their own standards with respect to what
qualifies as a successful project. In the case of the client organization, Frödell et
al. (2008) recount how clients often perceived the actual process of executing project goals to be less challenging than that of defining the goals to begin with, a difficulty which can be alleviated by better communication with the users; the ability
to properly communicate with the end user, define project goals and execute in accordance to those goals are all pivotal capabilities that the client organization
needs to possess (Kometa, et al., 1994; Lim & Ling, 2002; Xia & Chan, 2010).
The Oxford Dictionaries (2014) defines the term capability as “the power or ability to do something” which seems to suggest a sort of executional potential, a connation that is stated more explicitly in Merriam-Webster’s Dictionary (2014) in
which capability is viewed as “a feature or faculty capable of development.” This
attribute of potentiality is at the heart of the term. It alludes to capability as a form
of resource that can not only be acquired, harvested and improved but also deployed at will. In a similar fashion, capability, and dynamic capability in particular, has been defined in terms of the ability to enact organizational change by
adopting various operational measures (Teece, 1997).
Developing the competencies of public clients is important as it serves to protect and strengthen the role of the client organization in fostering innovation in the
construction industry (Manley, 2006). This becomes especially important considering the complexity and the enormity of the projects that are procured by governmental agencies (APCC, 2002). For that reason, governments need to take the
client organizations’ capabilities into account when designing procuring strategies
and safeguarding mechanisms (Furneaux, et al., 2008). Part of doing so is to ensure that the client does not engage in behavior that sets out to make the project
more complex than it needs to be and instead steer away from unnecessary demands that increases project complexity (Lim & Ling, 2002).
The client is in the position of the procurer and therefore has the overall responsibility to manage the direction of the project. This, both in terms of designing the initial contractual obligation in a way that is conducive to the project’s
overall goals but also in terms of achieving better cooperation between the different actors in the supply chain to overcome project challenges and thereby improve
the success of the project (Briscoe, et al., 2004). In discussing these challenges,
The National Audit Office (NAO, 2009) of the United Kingdom issued a report
calling for the development of public clients’ skills. A particular emphasis was
placed on improving commercial skills due to their importance in determining the
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trajectory of a specific project and how it eventually unfolds. This line of thought
can also be found in the work of Kometa et al. (1994) in which it was shown that
client performance is not solely dependent on a single attribute but instead on a
number of different attributes of which financial attributes play a substantial role.
Recommendations to public organizations included the call for a more rigorous
hiring process in order to attract candidates with a greater exposure to the private
sector. The report issued by the NAO also suggests the use of mentoring programs
to support skill development of current employees, that career paths be made more
clear, standardization of work procedures be implemented and more adequate
ways of measuring commercial skills be introduced despite the difficulties involved in doing so (NAO, 2009). However, in stressing the importance of commercial capabilities, it is important not to lose sight of the complete picture.
Consequently, this paper takes as a point of departure the recognition that client
capabilities should be discussed not solely from the point of view of commercial
considerations, but instead from that of a holistic outlook encompassing both the
relational and contractual capabilities discussed by Hartman et al. (2010), the
commercial capabilities stressed by NAO (2009) as well as other forms of capabilities that fall outside of these categories but whose impact on the outcome of the
project is palpable.
The objective of this paper is to describe how the public construction client can
harness, utilize and prioritize the capabilities required to handle large scale
construction projects in a manner conducive to the client organization’s overall
goals.
In pursuit of this objective, a literature study was carried out which resulted in a
mapping and subsequent categorization of capabilities based on research literature
dealing with the client role, dynamic capabilities and organizational learning. The
mapping of capabilities constitutes a theoretical foundation for a forthcoming empirical study on the addressed topic.

Literature Review
This section gives an overlook of the public construction client in terms of the role
which the client embodies in the construction arena and how that affects the
projects that emerge.
Dynamic Capabilities
Teece et al. (1997) notes that dynamic capabilities are essentially routines, be they
organizational or strategic, that serve to create new resource configurations for
firms. The term can thus be viewed as a type of process that integrates, reconfigures as well as gains and relinquishes resources. The original definition put forward by Teece et al. (1997, p. 516) explained dynamic capabilities as “the firm's
ability to integrate, build, and reconfigure internal and external competencies to
address rapidly changing environments.” This particular description has gained a
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considerable amount of traction and is often adopted as the standard definition for
the term, see Eisenhardt and Martin (2000); Helfat, et al. (2007); and Wilkens, et
al. (2004) for notable examples. In spite of the definition’s popular use, it is not
without its detractors. Zollo and Winter (2002) points out that the definition of dynamic capabilities offered by Teece et al. is firmly predicated on the assumption
that the environment of the firm is rapidly changing even though this might be less
pertinent for certain organizations that operate in environments where change occurs slowly. Firms such as these also do acquire, integrate and reconﬁgure the
competencies inherent in the organization despite not working under rapidly
changing conditions.
As such, Zollo and Winter (2002, p. 340) instead lay forward the following definition for capability: “a dynamic capability is a learned and stable pattern of collective activity through which the organization systematically generates and modifies its operating routines in pursuit of improved effectiveness.” This paper adopts
the latter definition, in part due to the usefulness of using the term ‘organization’
as opposed to ‘firm’ which has the benefit of having larger applicability, which is
more appropriate when discussing public client organizations. Secondly, this particular definition also does not necessitate the existence of a drastically changing
business environment which is a more relevant outlook considering that the construction industry is typically known for its sluggishness and unwillingness to embrace innovation in the form of new technologies and change (Lindahl, et al.,
2010).
Capabilities are essentially a fusion of skills and processes. The value of a process is non-existent without the accompanying skills needed to perform it; likewise a skill has a very limited domain if it is not applied within an effective process (Dawson, 2012). Regardless of the degree of rapid change that occurs in the
business environment, dynamic capabilities will follow a path that is dependent on
the organization’s history in a manner characterized by idiosyncrasy (Teece, et al.,
1997). The uniqueness of this path does not, according to Eisenhardt and Martin
(2000), preclude the notion that there exist best practices in utilizing dynamic capabilities to prompt organizational change.
In this respect, dynamic capabilities can be said to contain practices that are
more or less effective in bringing about the intended change, especially with regards to certain elements of dynamic capabilities such as strategic decision making, alliancing, and knowledge brokering. Teece (2007) makes the claim that organizations no longer compete in who has the best process but rather in who has
the best process improving capability. At the heart of this philosophy is the contention that improving processes is necessary in order to be able to compete in the
current fast paced business environment.
However, as Anand et al. (2009) illustrate, a large share of companies that have
adopted continuous learning initiatives - of which developing dynamic capabilities
is a subset - have not yielded satisfactory results; a development that Anand et al.
ascribe to the lack of a framework. Initiatives of this nature differ depending on
the type of capability that is sought after. As Dawson (2012) points out, improving
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specific business related capabilities such as attracting and retaining effective employees, improving product quality and ensuring efficient back-office processing
are all immensely important and contribute to the competitive advantage of the organization.
However, these are not always the most influential capabilities; instead Dawson
(2012) alludes to meta-capabilities as being the single most important capability
that an organization can develop. These are the type of capabilities that enable the
continued development of other integrated competencies. It may include the capability to rapidly learn new skills and processes, communicating openly within the
organization, knowledge acquiring and sharing as well as adaptability and flexibility of organizational structure.
Although developing meta-capabilities can potentially be of immense value,
they are also more difficult to achieve than other types of capabilities. In order for
these to be developed, the client should not be preoccupied with short term results
at the expense of long term objectives (Dawson, 2012).
Clients’ Dynamic Capabilities
Hartman et al. (2010) stress the significance of developing both relational and
contractual capabilities. Building on the works of Argyres and Mayer (2007),
Hartman et al. (2010, p.1166) define contractual capabilities as "[the] successful
management of the contingencies involved in transaction relationships with other
parties, and their implications for the efficiency and effectiveness of the service
delivery." To be contractually capable is to be able to perceive in advance where
there might be room for opportunism in the contract and address such concerns
prior to the commencement of the project, as early as in the tendering, drafting or
negotiation phase (Hartmann, et al., 2010). This is of particular interest in the construction industry where opportunism has been identified as a core problem for
clients (Boukendour, 2007; Reve & Levitt, 1984; Winch, 1989).
Opportunistic behavior has been shown to emerge as a result of changes that
are undertaken by the client with regards to the project specification. By introducing changes in the project specification, the client may inadvertently induce the
contractors to engage in opportunistic pricing of ‘extras’, a burden which is then
carried by the client (Winch, 1989).
There are a number of contractual ways to deal with this predicament. It could
be addressed by allowing the clients to specify in detail the roles and responsibilities of the different stakeholders, thereby removing any ambiguities that could potentially be exploited by contractors and thus reduce the overall scope of opportunistic behavior (Argyres & Mayer, 2007). In a study of design-build clients’
competencies, Xia and Chan (2010) found that having a clearly defined project
scope, in addition to sufficient financial and contract management capability, were
key in ensuring project success. It is however important to be able to distinguish
which of the parties constitutes the primary loci of contract management capabilities.
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According to Argyres and Mayer (2007), control is allocated in accordance to
the given contract terms; whereas roles and responsibilities, decision and control
rights as well as communication fall under the managers’ responsibilities, contingency planning and in particular dispute resolution fall under the domain of lawyers. This way of allocating contract design capability may serve to improve contract performance if relevant personnel develop contract design capabilities, given
the sort of terms that are typically included in the organization’s contracts. This is
grounded in the assumption that the capabilities for designing such terms reside
differentially in different kinds of personnel, in particular with respect to the managers, engineers or lawyers within the organization.
In contrast to contractual capabilities, relational capabilities deal with socially
intricate routines, policies and procedures in an interorganizational context. The
chief purpose of which is to govern the relationships as a way to achieve organizational goals (Hartmann, et al., 2010). To achieve these goals however, the client
organization needs to develop relational and contractual capabilities and should
not serve to hamper performance improvement by unremittingly retaining deeply
seeded organizational routines that are not conducive to project performance
(Haroglu & Leiringer, 2010).
In certain cases, what appears to be deficiencies in certain capabilities such the
difficulty in producing accurate plans and estimates of cost and time related matters may not necessarily be attributable to the lack of a particular capability. Rather, as shown by Flyvbjerg et al. (2009), in some cases, this can be explained by
the client’s deliberate intent to overstate benefits by assuming higher traffic flows,
underestimating risks and by using artificially low values for determining costs, all
in an effort to embellish the benefits of a specific project and thereby promote decisions not necessarily grounded on a complete analysis of outcomes. Regardless
of whether this misjudgment occurs as a result of delusion or deception, it nonetheless clearly signifies a skillset that the client is in need of improving. It may also be the case that the organization’s capabilities differ depending on the individual client organization.
However, institutional arrangements in the form of public policy tend to simply
assume that the level of capability that exists in a given client organization is adequate to meet the requirements put forward by policy. Instead, an assessment of
these capabilities should be undertaken in order to ensure that beneficial outcomes
are obtained from the procurement processes and that public values are safeguarded (Furneaux, et al., 2008). Part of assessing the organization's own capabilities is
to be able to distinguish between times when the organizations capabilities suffice
to reach the intended goal and when it may be more prudent to outsource those
capabilities.
A knowledgeable client may even leave room for some modifications in the
early design in order to make use of the contractors’ comparative advantages
(Warsame, et al., 2013). The Australian Procurement and Construction Council
(APCC) recommend that the assessment of the organizations capabilities ought to
be predicated on the basis of best practice criteria in which individual members of
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the client organization can be measured and compared to a given standard. This
assessment would be akin to the assessing that occurs when the client organization
monitors consultants and contractors but instead of evaluating external parties, the
evaluation would be internal (APCC, 2002).
Kometa et al. (1994) set out to investigate the chief attributes that clients need
to possess in positively influence project consultant’s performance. Having established that the weight of culpability is often been placed on consultants in cases
where performance has been lacking, Kometa et al. (1994) suggest that the consultants are not necessarily exclusively to blame for a poor performance. Rather, it
may also be ascribed to the client’s lack of management the situation. To address
this issue, the authors identify 10 main attributes and 47 sub-attributes that influence project consultants’ performance.
Lim and Ling (2002) reduced the number of attributes to five, highlighting the
most influential ones, and then proceeded to base those attributes as the theoretical
underpinning for a model predicting client’s contribution to project success. This
was achieved by analyzing the attributes of the clients that consultants and contractors viewed as significant in contributing to project success. In particular, clients should have a clearer focus on specifying objectives, be creditworthy and allow for a more trusting relationship with the projects team members and in doing
so avoid litigious behavior. Unfortunately, as Wong et al. (2008) explains, instead
of building trusting relationships that would aid in achieving a successful project
outcome, clients and contractors tend to collaborate in a highly confrontational
environment where distrust is the norm.
Capability Maturity Models
An approach developed in the IT-sector is the Capability Maturity Model (CMM)
which gave birth to a number of similar models that have been applied in such
varied industries as Manufacturing, Health Care and Construction (Curtis, et al.,
2009). In essence, the model was originally developed to identify strengths, weaknesses and risks of an organization’s software process (Paulk, 1993). Later revisions have included an adaptation to suit infrastructure projects, but according to
Jia et al. (2011) these have been adapted adequately. Additionally, the evidence
base by which many maturity models are based have been characterized as thin
(Grant & Pennypacker, 2006).
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Concluding remarks
This paper has attempted to show the complexities involved in the term capabilities as it relates to public construction clients. The number of capabilities that are
relevant to consider in discussing public construction clients are numerous in
length and cover a wide range of disciplines, from the technical to the psychological. Although there appears to be a unanimous agreement in regards to the importance of both acquiring and further developing client capabilities, no allencompassing method seems to exist for that purpose.
This might be explained on the ground that projects in construction have a
unique component to them, a structure often characterized as loosely coupled
(Dubois & Gadde, 2002). In addition to this, dynamic capabilities are also typified
by their uniqueness with respect to how they manifest from one organization to
another (Teece, et al., 1997). It seems therefore that the problem becomes double
folded in the case of developing dynamic capabilities for public construction clients, who after all, function in both a highly uncertain and highly complex environment.
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