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Abstract 
Course: EFO705 Master Thesis in Business Administration 15 ECTS 
University: Mälardalen University, The Academy of Business, Society and Engineering 
Authors: Sari Ekberg Tamminen & Maarit Saarinen 
Examiner: Konstantin Lampou 
Tutor: Lars Hallén 
Title: Relationship Embeddedness in the Construction Industry – A Case Study of Peab AB 
Problem description: This study of relationship embeddedness in the construction 
industry is conducted within the network of the case company Peab AB and limited to 
their project operations in Finland. The industrial marketing theories, sociological 
embeddedness theories and construction industry characteristics are forming the 
foundation of the theoretical framework. The current academic literature has revealed 
two contradictive approaches of favorable level of relationship embeddedness in the 
construction industry setting. Therefore, this thesis aims to reveal how embeddedness 
from structural and relational perspective influences to Peab network relationship 
development by example of two projects and whether they are developing towards the 
embedded, high-involvement and closer or arm’s length type of relationships. 

Purpose of the research: The purpose of this paper is to examine how embeddedness 
from structural and relational perspective influences relationship development and to 
reveal which level of embeddedness is favored in the construction industry network by 
examining two projects of Peab AB.  
Research question: How does embeddedness influence Peab’s business relationships 
within its existing network in the construction industry? 
Methods: This study consists of qualitative research with a case study method, where 
the chosen case company is Peab AB. The empirical data was gathered by conducting 
five semi-structured in-depth interviews from the key persons of two different 
construction projects including the top managers of Peab Foundation Sweden and Peab 
Infra, Peab Industry/MBR and Tensicon. Interviews revealed in detail two different 
project conditions from bidding process, selecting the subcontractors, actual 
performance and adjustment requirements and conditions for cost related and loyal 
relationship conditions. The theory part in this research consists of theories concerning 
industrial marketing, construction industry characteristics and sociological theories 
that were searched through carefully selected academic articles, journals, books and e-
books.  
Conclusion: The Peab network supports closer internal ties and longer-term-oriented 
external ties, and therefore, the internal ties tend to become stronger compared to the 
external ties. Structural and relational embeddedness are complimenting and 
overlapping perspectives and it is recommendable to consider both dimensions when 
examining relationship development. It should be noticed that the embeddedness has 
many variations and levels, and therefore, the network and the industry conditions 
should be examined thoroughly as they all influences the business relationship 
development. In the Peab network the low price and close relationship goes hand in 
hand. Nearly always the lowest price determines who gets the project, but through the 
trusted relationship the price can be adjusted. 
Keywords: Arm’s length, relationship development, network perspective, structural 
and relational embeddedness, construction industry, Peab 
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1 
INTRODUCTION 

This chapter provides the outline of the thesis, starting with a common background, problem discussion and 
specification following by the purpose and the research questions, target groups and delimitations.  

 

1.1 Background 
 
1.1.1 Industrial marketing  
 

The industrial marketing is referred to as business to business (B2B) marketing or inter-
organizational buying and selling and it is often argued that the marketing of industrial 
products differs from marketing of consumer products. In industrial market the interaction 
between the organizations and a network of relationships is considered (Ghauri et al., 2010). 
The development of research in social sciences considered relationships as embedded in a 
societal setting has a dynamic and interactive approach (Ibid). The dynamism and changes of 
the social setting over time has been important aspects for industrial marketing research in 
Sweden. The International Marketing and Purchasing (IMP) Group have contributed to the 
growth of the theoretical and empirical research within industrial marketing since 1970s 
where the emphasis of the research has been on network perspective (Turnbull et al., 1996).   
 
Industrial marketing can be defined as a complex pattern of interaction with a long term 
perspective and a setup of embedded relationships among parties (Hart, 2003). Operating in a 
business-to-business environment requires from the companies high level of commitment 
and building strong relationship with their partners (IMP Group, 1982). In other words 
industrial marketing theories today reflect the continuous process of purchasing parts and 
services where efficient and strong relationships building become a key to financial success 
and a competitive market position (Van Weele, 2005). Therefore, it was found important to 
understand the pattern of dependencies between companies, the adaptations that they made 
to fulfill the requirements of the other partner and the development of their relationship over 
the time (Turnbull et al., 1996). 
 
1.1.2 Relationships development 
 
Companies cannot exist without their relationships (Ford et al., 2011). The central issue for 
companies is to understand the structure or content of these relationships, the processes they 
encompass, the dynamics or their development and how to manage these relationships 
effectively (Möller & Wilsson, 1995). Relationships facilitate companies operations but at the 
same time relationships can set limits on those operations. The success or failure of a 
company depends on how effectively they can manage and cope with their relationships. 
Therefore relationships can be seen as an asset but also a burden to carry. Relationships more 
or less are difficult to handle with their constant potential or actual problems, which are due 
to the need for change (Ford et al., 2011). Despite the fact that most business relations tend to 
be complex, companies willingness to develop and adapt to the specific requirements, the 
relationships and business environment has effects on companies overall performance (ibid). 
The relationships between two organizations influence other through interdependent 
relationships (Håkansson & Snehota, 1995). These connected relationships can create 
possibilities or limitations to companies’ development and performance (Blankenburg & 
Johansson, 1992). 
 
Through the process of interaction, each business relationship evolves at its own pace and is 
conditioned by the intentions and interpretations of all parties involved that in turn are 
affected by the evolution of the other relationships that these companies are involved with 
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(Ford et al., 2011). The development and performance of the relationships is seen as a 
dynamic process where multiple dimensions of a relationship interact and organize into a 
consistent pattern of performance, perceptions and attitudes representing the dynamics of a 
relationship (Svensson, 2002). However, the content, strength, importance and duration of 
each business relationship can vary widely (Ford et al., 2011).  
 
1.1.3 Arm’s length and embedded relationships 
 
Relationships based on weaker ties in the industrial market situation are called arm’s length 
relationships which are purely based on transactional exchange (Uzzi, 1997). In such situation 
the transactions are done without any personal or past history involvement, and the actors 
are regularly switched to new buyers and sellers based on price information (Forsgren et al., 
2005).  
 
When firms have known each other for a longer period, have had transactions over a long 
time, have exchanged information and made adaptations, the relationship is developed to be 
embedded. In such a case two organizations has created a close and special relationship 
(Andersson et al., 2002). Embedded relationships are characteristic as being personal 
relationships centered on economic processes which are the platform for behavior between 
partners and connected with following dimensions such as closeness, trust, information 
transfer and joint problem solving (Uzzi, 1997). According to Håkansson & Snehota (1995) 
embeddedness in network consists of interdependent relationships, where the particular 
relationship does not appear in isolation, but as a part of a greater whole. Embedded 
networks have a better economic outcome due to the dense network´s possibility to share a 
tacit know-how, knowledge and ability to maintain customized exchanges (Uzzi, 1997).  
 
1.1.4 Construction industry 
 
The construction industry according to UN is defined as “economic activity directed to the 
creation, renovation, repair or extension of fixed assets in the form of buildings, land 
improvements of an engineering nature, and other such engineering constructions as roads, 
bridges, dams and so forth.” (Cited in OECD, 2001 p.65). 
 
The construction industry plays a vital role in national economies in terms of its contribution 
to GDP and total employment (Behm, 2008). Moreover it has also importance as being a 
sector that builds and maintains the structures and infrastructure on which almost every 
other industry depends (OECD, 2008). As the construction industry has a characteristic of 
being volatile and sensitive to movements in overall business activity and the business cycle, 
they are recognized as key economic indicators and are closely observed (OECD, 2001). 
 
The construction industry has an organizational structure that is called as “the temporary 
multiple organization” (Cherns & Bryant, 1983, p.177), which means that number of 
companies are involved for temporary time within the construction industry project that has 
one-off setting nature. This type of context needs effective supply chain collaborations with 
equivalent partnerships/ collaborative agreements between contractors, suppliers and 
clients.  The construction industry’s product has the nature of an investment service where 
the customer have great influence on the final product in relation to its physical aspects 
(dimensions, application of materials, etc.) and the value of logistic parameters (delivery date, 
project duration, etc.) (Akintoye et al, 2000).  In some cases, the customer selects the 
manufacturer (contractor), the suppliers of specialist parts and the material suppliers 
(Kornelius & Wamelink, 1998). Therefore the importance of longstanding and efficient 
supplier-contractor relationships can be emphasized (Akintoye et al, 2000). 
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1.1.4.1 Construction industry in Finland 

 
The construction industry has a great impact on Finland´s national economy, 10 per cent of 
the GNP for it is used. The value of the total construction production in 2010 was 27 billion 
Euros, which is 225 billion Swedish Kronas (rakennuslehti.fi, 2011). The number of 
companies operating in the construction industry was 41366 in 2011. The industry employed 
the same year 154 905 persons (stat.fi, 2012). 
 

The Finnish construction industry has a clear distinction between actual construction of 
buildings and the construction product industry itself with its many subsectors. There is a 
difference between the two in simple structural observation: in construction of buildings, 
there are 6-7 big actors with several small and medium-sized companies. By contrast in the 
construction product industry, there are many subsectors where the markets fairly are 
governed by two or three leading firms. This difference is due to reason that the construction 
of buildings is labor intensive and conducted in the form of contracts, and each project is 
always unique case that has own set of challenges. Whereas in the construction product 
industry, it is possible, to apply regular industrial logic that is based on the attainment of 
industrial economies-of-scale (OECD, 2008). 
 
1.1.5 Peab Group and Peab Foundation 
 

Peab AB is one of the leading construction and civil engineering companies in the Nordic 
market, that was founded 1959 by the Paulsson brothers and is today represented throughout 
Sweden and in the major cities of Finland and Norway (peab.com, 2012). 
 

Peab Grundläggning is a relatively small company belonging to the Peab Group, which is 
concentrating on foundation and piling related projects. They are currently operating in 
Sweden and Norway, but also aiming for the Finnish market. From here on the company Peab 
Grundläggning is referred to as Peab Foundation (peab.com, 2012). 
 

1.2 Problem discussion 
 
The industrial marketing theories suggest that in order to gain competitive market position 
efficient and strong relationship building would be needed (Van Weele, 2005). Relationships 
can facilitate companies operations but also set limits on those operations depending on how 
effectively the company manages its relationships (Ford et al., 2011). This emphasizes the 
degree of dependence and willingness to do adaptations between business parties in order to 
develop relationship further (Turnbull et al., 1996).  
 
The relationships in the construction industry according to Eccles suggest for closer 
relationships since (1981, cited by Gadde & Dubois 2010) every construction project is 
perceived as ‘‘unique combination of input factors required to complete the project’’ (Eccles 
1981: p. 338). Also the findings of Akintoye et al., (2000) supported the close connections in 
the construction industry since organizational structure and one-off project type settings 
would demand effective supply chain collaborations. However, contrary to the Eccles and 
Akintoye, it is prevailed by Gadde & Dubois (2010) that due to the unique project conditions 
the interaction in previous projects (episodes) is difficult to exploit.  Therefore relationships 
in the construction industry according to Gadde & Dubois (2010) suggest that arm’s length 
relationship would decrease the dependence on specific business partners.  
 
The current academic literature revealed two contradictive approaches of favorable level of 
relationship embeddedness in the construction industry setting. Therefore, this study is 
conducted within the network of the case company Peab AB and limited to the project 
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operations in Finland. The industrial marketing theories, sociological embeddedness theories 
and construction industry characteristics are forming the foundation for the theoretical 
framework. The main focus area of this research is the embeddedness and its influence on 
relationship development and therefore that cannot be separated from a network context. 
The strategic vision of Peab AB is emphasized as being “The Nordic community builder” and 
aligned to subsidiaries’ strategies when aiming to enter other Nordic market. Peab 
Foundation in Sweden has shown their interest on the Finnish market. Therefore, by 
observing two project conditions of the case company Peab AB within the complex 
construction industry setting in Finland, it is revealed how embeddedness from structural and 
relational perspective are influencing relationship development.  
 
Based on the background presented above, this research the aim is to reveal how 
embeddedness influences in Peab network relationship development by example of two 
projects and whether they are developing towards the embedded, high-involvement and 
closer relationships or  remaining as an arm’s length more cost-driven relationship 
conditions. The connections between the main aspects presented here are illustrated in the 
problem specification figure 1.  
 

1.3 Problem Specification 
 
The problem specification model aims to draw the board aspects together, discussed in 
previous part, were in order to clearly show where the research question has been derived. 
The model consists of layers that can be regarded as a boundary covering the inner content. 
The core of the model and this research is the case company Peab which interacts with its 
external and internal business parties. The outcome of the interaction process is the 
relationships where some of them might have more distant and arm´s length nature, and 
some of them might be developed to be closer and embedded. The closeness and trust are 
relationship qualities that emphasize the relational embeddedness, but the hierarchical 
connection of the relationships is focus area of structural embeddedness. Since the 
relationships are not appearing in isolation they are connected to the wider network which 
consists of different relationship types. The network of relationships and the interactions 
between the parties are conducted within the industrial market. The outer layer of the model 
and the boundary for this research is the construction industry condition in Finland, but in 
order to reach it the inner aspects has to be first considered. Therefore the study is conducted 
within the construction industry setting in Finland, and the inner factors such as industrial 
market, network, embeddedness, relationships and interaction are specific research element 
directed towards Peab AB.  

 
Figure 1. Problem specification and research question 
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1.4 Purpose and research question  
 
According to the problem discussion and the problem specification presented above, the 
purpose of this paper is to examine how embeddedness from structural and relational 
perspective influences relationship development and to reveal which level of embeddedness 
is favored in the construction industry network by examining two projects of Peab AB. In 
order to achieve this purpose the research has focused on the following question: 
 
How does embeddedness influence Peab’s business relationships within its existing network in 
the construction industry? 

 

1.5 Target group 
 
This work will be useful for managers in the construction industry with the interest in 
relationship building and networking with special attention to Peab AB. Also the students and 
teachers in the Business Administrative field may find this work useful if they are having 
interest in industrial marketing theories and relationship embeddedness. 
 

1.6 Outline of the thesis 
 
Since Peab represents a large group of companies providing full spectrum of the construction 
industry some limitations were needed. The whole internal and external network was not 
covered, and due to this reason only the parts meaningful from Peab Foundations were 
considered. The center of the attention was deliberately delimited into two specific 
construction projects operated in Finland, where the focus is only on the social side of 
relationship embeddedness and therefore the economic aspects of embeddedness was not 
emphasized in this study. The complexity of embeddedness within the construction industry 
network made the narrow focus as a natural research choice. It is more valuable to study a 
case of one company setting that allows in-depth analysis rather than examining multiple 
companies with shallow research results.  

 
1.7 Disposition 
 
The chapter 1 provided background information of the study together with problem 
discussion and specification as well as purpose and research question. The construction 
industry characteristics are introduced in the chapter 2 and the Peab case company 
presentation is provided the chapter 3, which both are facilitating the understanding process 
of the following parts. The theoretical framework served as the foundation for the conceptual 
framework which helped to analyze the collected data and presented in the chapter 4. Chapter 
5 consists of the used methodology of the study, and provides detailed information about the 
appropriate methods used to conduct the research. In the chapter 6 the empirical findings of 
the qualitative data collection is presented. The chapter 7 consists of an analysis and 
discussion of the acquired data, using also the theories presented in chapter 4. Lastly in 
chapter 8 the conclusions provided to fill the purpose of this research and to answer the 
research question. In the chapter 10 the further research recommendations are given.    
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2 
CHARACTERISTICS OF THE 
CONSTRUCTION INDUSTRY 

Being aware of the complex nature of the construction industry this chapter presents the main characteristics 
relevant for this case study. The concepts will provide the reality base for the construction industry that should 
facilitate the understanding of the results.  

 

2.1 Construction industry project 
 
According to Cannon & Hillebrandt (1989) the special character of the construction industry 
project is that the location is a fixed location and the project is of one off –type that is custom 
designed and typically involves much of financial resources. Due to its dynamic nature and 
complex organization of work, the construction industry is different from other industries 
since the supply chains are often long and highly fragmented (Rezqui et al., 2003). The 
construction projects are unusual in comparison to many other sectors, since at time when 
contracting agreements are made about the construction work to be supplied for at certain 
price; 1) The product/service does not exist at the time of the agreement 2) The 
product/service which has unique/specific design to fit its location and 3) The 
product/service which is difficult to produce that requires contributions and components 
from several other business organizations (Hughes et al., 1998). 
 
According to Jackson (2010) a construction project is a complex undertaking where numerous 
people, activities and requirements are involved to accomplish the goals set forth by the 
owner. Jones & Lichtenstein (2007) sees the construction industry project as an example of an 
inter-organizational project, in which multiple organizations work jointly on a shared activity 
for a limited period of time, are increasingly used to coordinate complex products/services in 
uncertain and competitive environments. The construction project process is very linear by 
its nature and requires a systematic approach (Jackson, 2010), efficient joint collaboration 
and coordination among two or more organizations (Eccles 1981; cited in Jones & 
Lichtenstein, 2007). In many cases, these projects involve multiple organizational actors with 
disparate goals, overlapping areas of responsibility, and differing levels of expertise (Jones & 
Lichtenstein, 2007). 
 
2.1.1 Project management 
 
The project management or construction project management is meaning the overall 
planning, coordination, and control of a project from beginning to completion that follows 
principles of strategic planning, detailed programming, monitoring, resource allocation and 
effective risk management in projects of all sizes or complexity. At the end project 
management is aiming to meet client’s requirements in order to produce a functionally and 
financially viable project and therefore the key challenge is to find right balance of key 
constraints such as; time, quality, cost, function, end-user requirements and current rising 
demands for sustainability within the built environment. Although there are differences 
between five sectors of construction industry: residential, commercial, heavy civil, industrial, 
and environmental which may cause the need for different types of equipment, materials, 
subcontractors and the knowledge of the construction site, however, the responsibilities and 
completes for project management are same in each sector (CIOB, 2011). 
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2.1.2 Competitive bidding process 

 
The essential part of any successful construction firm is finding projects to bid and win the 
opportunity to build them. Therefore also the obtaining information about upcoming projects 
a big part of the construction firms overall marketing efforts. Some companies may gain 
projects that are handed to them due to their reputation, past experience or 
recommendations by others, however in the majority of the cases construction service 
purchasing is done through a competitive bidding process. The contractor is selected by using 
one of the three selection methods: low-bid selection, best-value selection, or qualifications-
based selection (Jackson, 2010). 
 
2.1.3 Construction documents 
 
The drawings & blueprints, conditions, terms and specifications setting forth the 
requirements for the project are all part of the agreement form and taken together to make up 
the constructions contract (Jackson, 2010). Construction contract documents are used for 
competitive bidding process for construction projects. During the procurement phase of the 
bidding, the contract documents are part of the bidding documents, and after the contract is 
awarded, they become actual contract documents (Construction Research Congress, 2010). 
The construction documents can be divided into two main areas; the drawings and the project 
manual. Drawing defines the quantity of the work; the length, width, the area, the volume etc. 
and the project manual defines quality of the work. Under most circumstances the contractor 
is not involved in the actual design of the project, therefore the contract documents are 
playing significant medium in which architect or engineer communicates the design intended 
for constructor (Jackson, 2010). 
 
It is a continuing challenge in the construction industry to meet client’s requirements and 
design rationally. In successful construction the right balance between these two factors has 
to be found (Öberg, 2005). The contract forms are used to set up the guidelines, presenting 
the roles and responsibilities for each party which also determines the execution of the 
projects. In order to execute a project successfully also scheduling, budgeting, construction 
site safety, availability of building materials and logistics should be considered (Molin & 
Spoof, 2006). There are other types of construction contracts but relevant to this case is DBB 
contract presented below. 
 

 Design-Bid-Build contract (DBB) 
 

The most common and traditional contract form in the construction industry is design-bid-
build contract, where the client is responsible for planning and processing the working 
drawings is illustrated in the figure 2. The client is closing the contract with a contractor, who 
has responsibility of the total execution. Moreover, the general contractor can have further 
contracts with one or many subcontractors (Molin & Spoof, 2006).  

 
Figure 2. Design-Bid-Build construction contract model (Molin & Spoof, 2006)  
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3 
COMPANY PRESENTATION 

This chapter introduces the case company of Peab  AB, their business areas and subsidiary Peab Foundation. 

 

3.1 Peab AB 
 

Peab AB is one of the three leading construction and civil engineering companies in the Nordic 
market with a net sale of 5,3 billion Euros or 45 billion Swedish Kronas and 14000 employees 
(800 employees in Finland) . The company was founded in 1959 by the Paulsson brothers and 
is today represented throughout Sweden and in the major cities of Finland and Norway 
(peab.com, 2012). Peab is currently the largest company on the Swedish market followed by 
Skanska, NCC, JM and Svevia. In Finland Skanska and NCC are also the main competitors as 
well as Lemminkäinen (Peab Annual Report, 2012). 
 
3.1.1 Vision and strategy  
 
Peab has four core values: Down-to-earth, Developing, Personal and Reliable. Company builds 
its relationships and follows the business development in accordance with core values which 
are in the basis of their strategy (Ibid).  
 
Peab sees itself not only as a construction company surrounded by stakeholders but rather as 
a partner in the Nordic community building process. The work and projects implemented by 
Peab are sustainable throughout the life cycle. For them the total quality is important in every 
single step of the construction process (Ibid). 
 
3.1.2 Relationship building 
 
In Peab’s Annual Report 2012 it is stated that their main objective is to “build for the future”. 
This broad definition is referring to building for future generations in guidelines according to 
sustainable development but also referring to relationship building. As it is explained in 
annual report this perspective is achieved only through experience, knowledge, teamwork 
and collaboration Peab aims to create a productive environment and build networks of 
stakeholders that are willing to cooperate and follow the high standards that the company 
sets in the industry (Ibid). 
 

3.2 Peab’s business areas  
 
Each of Peab’s business areas are a unique part of the complex organization which is 
characterized by its decentralized organization, where the authority and responsibility is 
delegated in order to achieve efficient management and control in each business area. Peab’s 
business model is influenced by their key idea which is; “building sustainable Nordic 
community for the future”. Through these operational divisions Peab can create a complete 
market offer and form the basis of Peab’s strategy, vision, business concept and financial goals 
where the importance of innovation, professional skills, sustainability, and customer relations 
in the Nordic region are highlighted (Ibid).  
 
The Peab Group consist of a chain of collaborating production resources capable of handling 
the entire construction process from start to commissioning; including a complex net of 
subcontractors and suppliers that are recognized in the Nordic construction market. Peab AB 
is divided into four business areas that are forming the basis of the operations: Construction, 
Civil Engineering, Industry and Group functions as shown in figure 3. 
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Figure 3. Peab’s business area structure (Copied from: Peab Annual Report, 2012) 

 

The business areas that are relevant for the case are Peab Civil Engineering (Peab Infra in 
Finland) and Peab Industry (Peab Industri in Finland). 
 
Civil Engineering: Peab’s Civil Engineering business area performs in civil engineering 
market as well as in infrastructure projects such as bridges and roads. They are also 
responsible for the management and maintenance of streets and roads for public and private 
customers with approximately 3200 employees (Peab.com, 2013). 
 
Industry: Peab’s Industry business area covers different kind of foundation related works 
such as foundation, production and paving of asphalt, transport and machinery, rental of 
machinery, cranes, construction hoist and temporary electricity. The companies in this 
division have strong market presence with locally adapted brands such as Peab Asfalt, 
Swerock and Peab Foundation are few examples. The number of employees is approximately 
2700 (Peab company presentation, 2013). 
 

3.3 Peab Foundation Sweden 
 

Peab Foundation is a relatively small company with its 144 worker that is categorized into the 
Peab’s Industry business area as shown in figure 3. They are charge of foundation work and 
the ones who first enters the construction site and working under the rough conditions in 
order to provide solid ground and foundation for houses, bridges or roads. Foundation work 
also provides better working conditions for the following building contractors enabling them 
to begin their projects in the healthier surroundings. Although foundation work is not visible 
for the eye, the quality is the highest priority for them and extremely important stance in the 
whole construction process. Therefore the trust, reputation and good relationship with 
stakeholders plays important part for them (Interview, Tamminen, 27.04.2013). 
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4 
THEORETICAL FRAMEWORK 

This chapter provides the theoretical framework for the research. The theories suitable for this thesis are discussed 
here; starting with business relationship, interaction and network approach followed by theories concerning 
embeddedness. The aspects suitable for construction industry context are also considered.   

 

4.1 Defining key concepts 
 
In industrial market according to Uzzi (1997) there are two kinds of relationships, which are 
called arm’s-length relationships and embedded relationships.  
 
Arm’s length: The early phase of relationship development between two firms is often based 
on weak ties as in the market situation, where the exchange processes is engaged between 
arm’s length relationships. In such situation the transactions are done without any personal 
or past history involvement, and the actors are regularly switched to new buyers and sellers 
based on price information (Forsgren et al., 2005). Arm’s length relationships according to 
Uzzi (1997) are characterized by a) Transaction focused b) Lessened exchange between 
partners c) Interaction is sporadic and regularly singular and d) Focused primarily towards 
economic matters (Uzzi, 1997).  
 
Embeddedness: On contrary to arm’s length relation, the embedded relationships are 
characteristic as being personal relationships centered on economic processes which are the 
platform for behavior between partners and connected with following dimensions such as 
closeness, trust, information transfer and joint problem solving (Uzzi, 1997). According to 
Andersson et al., (2002) embeddedness is formed in such cases when companies have known 
each other for a longer period, have had transactions over a long time, have exchanges 
information and made adaptations (Andersson et al., 2002).  
 

The economic benefits from embeddedness can vary. Highly embedded networks can have 
better economic outcome due to the dense network´s possibility to share a tacit know-how, 
knowledge and ability to maintain customized exchanges. On the other hand, the sparse 
embedded networks generate better economic outcome due to networks possibility to offer 
control, access, flexibility and autonomy (Echols et al., 2005).Even though effects of 
embeddedness stress on many levels a positive outcome, at some point over embeddedness 
can occur and be restrictive, which is often due to too tight partnerships or having 
interactions only with the closest firms Ford et al., (2011) suggests that over embeddedness 
can lead to loss of direction, and companies in this situation can lose opportunities of creating 
new valuable relationships (Hagedoorn & Frankort, 2008).  
 
According to Granovetter (1985) there are two major dimensions of embeddedness, the 
structural embeddedness (see 4.2) and relational embeddedness (see 4.4).  
 

4.2 Structural embeddedness 
 
The structural embeddedness is defined as “the impersonal configuration of linkages between 
people or units” (Nahapiet & Ghoshal, 1998, p.244). This form of embeddedness is 
characterized as being “impersonal” as it is covering the presence or absence of network ties 
between actors, along with other structural features like connectivity, centrality and 
hierarchy.  
 
Dyadic embeddedness: The dyadic embeddedness is referred to the repeated and close ties 
between two companies (Hagedoorn, 2006). In terms of repetitive business between two 



Relationship embeddedness in the construction field – A case study of PEAB Ab  11 

partners, the capabilities of each other will be learned and they will know each other 
personally. As the relationship grows stronger and economics are overlaid with thick 
friendship and mutual support, the close relationship generates higher trust, promotes fine-
grained information exchange and joint problem solving by adding value to the exchange 
relation (Uzzi, 1996). Companies are more likely to enter into partnership with those 
companies that they have had cooperation with in the past. Additionally finding new reliable 
partners is costly and time consuming but in the situation when it is needed the 
recommendations and experiences will influence the choice of the new partner (Hagedoorn, 
2006). 
 
Inter-organizational embeddedness: Networks that are created groups of firms in inter-
firm partnerships are referred as inter-organizational embedded. In this level of 
embeddedness the firms are tied together with relatively strong ties and the companies 
sustain and repeat multiple ties within their group. The groups can be seen as small worlds. 
Within the group the strength of ties are relatively strong whereas the ties between different 
groups are relatively low (Hagedoorn & Frankort, 2008). 
 
4.2.1 Business network  
 
The business network suggested by Uzzi (1997) should have a balanced mix of arm’s length 
and embedded relationships. Regarding to Ford et al., (2011) in the situation where network 
has too many close, trusted and embedded relationships it can restrict the development with 
lost opportunities.  
 
According to Easton (1992) industrial networks deals with the “totality of relationships” 
among the companies that are involved in the business process. The network consists of the 
connections between all actors of the industrial market and includes both horizontal and 
vertical links such as buyers, suppliers, competitors and complementors meanwhile the 
company itself is a connecting link (Ritter et al., 2004).  
 
Håkansson & Snehota (1995) stipulates that embeddedness can be connected to the network 
of interdependent relationships, where the particular relationship does not appear in 
isolation, but as a part of a greater whole. The purposes of each relationship cannot be 
appropriately understood if the interdependencies are ignored (Håkansson & Snehota, 1995). 
The performance and effectiveness for the individual organization operating in the network 
by whatever measures, becomes dependent not only on its own performance, but also the 
performance and economic development of others. An organization’s performance is thus 
dependent on the parties it interacts within the network (Håkansson & Snehota, 2006,). The 
successful development and efficiency of the relationship depends on the willingness to 
cooperate and achieve common goals (Brito & Roseira, 2003). Companies involved in 
industrial network represent structured and interdependent parties where performance is 
defined by their actions (Ritter et al., 2004). In other words, companies’ existence is highly 
dependent on exchange with other companies and over time these intercompany interactions 
evolves towards mutual orientation and commitment (Ibid). The existing network is a result 
of various interactions between the companies involved; the positive and negative experience 
gained during its business life, the connections between actors and resources involved in the 
process (Håkansson & Snehota, 1995).  
 

4.3 Relationship development towards embeddedness 
 
Business relationship development is a process where two firms are incrementally increasing 
their business actions and commitment level as a result of their interaction. In the situation 
when other firm has taken the initiative to embark on exchange and counterpart has 
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responded accordingly the way that both parties have become satisfied with the outcome of 
the exchange, parties has built up some trust between each other and gradually developed 
their relationship as well as created a mutual commitment between each other (Blankenburg 
Holm et al., 1996). Staber et al., (1996) insists that in all economic exchange at least the 
minimum degree of trust exists, although it cannot be taken for granted. According to Staber 
et al., (1996) trust does not come naturally not even among the persons/parties who are 
embedded to the district networks. However, according to Larson (1992) it can be learned 
although such action takes time and it is possible only under certain conditions. Essential 
aspect of relationship is that they produce something that parties involved cannot produce in 
isolation and something that cannot easily be duplicated (Lynn et al., 1996).  
 
4.3.1 Factors influencing relationship 
 
According to IMP Group (1982) the intensity and dynamism of relationship between the 
companies involved is depending on following characteristics that are also influencing the 
relationship development:   

Technology: Technological matters have great importance between the parties in industrial 
market. The characteristics and differences of the technological systems of the parties 
involved give the basic condition for interaction (IMP Group, 1982). 
Organizational Size, Structure and Strategy: The size of the company and its market 
position influences relationship between the parties involved. Thus the dominating 
company has greater possibility over the resources available. The structure of the company 
(centralization, formalization and specialization) influences on the interaction pattern 
whereas the strategy, vision and common goals of the company facilitates interaction 
process between relationship parties (Ibid). 
Organizational Experience: Through organizational experience better understanding of 
the market that can be adjusted with more sufficient management process can be achieved. 
It is beneficial for existing relationship but can activate new relationships too (Ibid). 
Individuals: The exchange process of two companies involved is based on the interaction of 
individuals (employees) and their decision making process (Ibid). 

 
4.3.2 Interaction approach  
 

According to the IMP Group (1982) a relationship is a result of an interaction process, 
“relationship is mutually oriented interaction between two reciprocally committed parties.” 
Even a single episode of interaction between companies creates relationship but the nature of 
relationship and the degree of involvement between the parties can vary greatly (Turnbull et 
al., 1996). Relationship development described by Håkansson & Snehota (1995) is a chain of 
interaction episodes, series of acts and counteracts that develops in time (Håkansson & 
Snehota, 1995). Through the process of interaction, each business relationship evolves at its 
own pace and is conditioned by the intentions and interpretations of all parties involved that 
in turn are affected by the evolution of the other relationships that these companies are 
involved with (Ford et al., 2011). However, the content, strength, importance and duration of 
each business relationship can vary widely (Ibid). According to Turnbull et al., (1996) 
business market is the arena where (buyer-seller) companies are interacting with each other. 
This interaction takes place within the context of a relationship between the companies.  
 
4.3.3 Exchange 
 
IMP Group (1982) stipulates the co-operation is taken place between buyer and seller by 
interaction of the exchange episodes. The exchanged elements between buyer–seller 
interactions are: a product or service, money, information and sociality. Over time the 
exchange of these elements may become routinized which can develop and clarify the roles or 
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responsibilities of each partner (Cited in Lynn et al., 1992) and also the appropriate role and 
scope of both parties can be reached. According to Campbell (1985) buyers and seller who 
relate to each other in a cooperative mode intentionally seek common goals. 

Product exchange: To the interaction process between the two parties the characteristics 
of the product/service has a significant effect, such as; the degree of 
standardization/complexity, the importance of purchase, the novelty/frequency of 
transaction and the importance of the product/service (Lynn et al., 1992). 
Information exchange: The complexity of the product being purchased has profound 
effects on the amount of information exchange which is required and the length of time over 
which this occurs (Cunningham & Turnbull; cited in Lynn et al., 1992). 
Social exchange: Interpersonal relationships between buyer and seller are considered to be 
critical in the establishment of close and long-term relationships (Cunningham & Turnbull 
cited in Lynn et al., 1992). The degree of social exchange according to Håkansson & Östberg 
(1975) reflects the decision makers need to trust his counterpart. The personal relationship 
builds mutual trust and can reduce the risks. Social exchange also facilitates problem solving 
and is important in overcoming barriers to communication (Lynn et al., 1992). 

 
4.3.4 Adaptations 
 
Adaptation refers to the extent where buyer and seller make substantial investments in the 
relationship. The adaptation process may be initiated by either party and adaptations may 
either be mutual or one-sided (Lynn et al., 1992). Adaptations can be seen as a commitment 
by the buyer or seller to the maintenance of the relationship. (Håkansson & Östberg, 1975) 
Trough adaptations done in one relationship or in one project they can later be modified and 
applied in another relationship and at certain degree influence entire network or facilitate the 
industry development as a whole (Ford et al., 2011). According to Gadde & Håkansson (1994) 
three main types of adaptation are may be distinguished and beneficial in buyer-supplier 
collaboration. 

Technical adaptations: connect the production operations of supplier and customer. These 
adaptations have to do with the technical content of the products exchanged. In terms of 
technical content or physical product features customer may find it appropriate to ask a 
supplier to develop a product that will be a perfect fit for the needs of the buying firm. 
Technical adaptation can also be related to the material flow in terms of sophisticated 
logistics systems, like just-in time delivery that may enhance efficiency of operations (Gadde 
& Håkansson, 1994). 
Administrative routine based adaptations: Business transactions are characterized by a 
great deal of information exchange, regarding inquiries, tenders, orders, delivery 
notifications, invoices, etc. Adaptations in terms of integrated information systems are 
intended to improve the efficiency of administrative operations and bureaucracy (ibid).  

Knowledge based adaptations: In close, long-term, relationships customer and supplier 
develop considerable knowledge about one another's operations. In well-developed 
partnerships, skills on both sides tend to be connected and not easily separable. These 
mutual adaptations tend to bring the firms together and have a particular significance for 
joint efforts in technical development (ibid). 

 

4.4 Relational Embeddedness 
 

The relational embeddedness is defined by Granovetter (1985) “personal relationships people 
have developed with each other through a history of interactions” (Nahapiet and Ghoshal, 1998, 
p.244). The relational embeddedness exists as a form of closeness, commitment and trust that 
according to Uzzi (1997) can be interpreted as a relationship quality with overlapping 
identities and feelings of interpersonal solidarity (Uzzi, 1997). In the relationally embedded 
relationships the parties involved has typically continuous and regular contacts with each 
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other, the individuals are knowing each other personally and socially and sharing personal 
knowledge also top management linkages is existing between the organizations, which 
promote similar behavior among lower-level personnel (Moran, 2005).  
 
4.4.1 Social embeddedness  
 

In order to sustain in the competition in industrial market constrain, social networks are 
important assets for companies and their managers. In this sense networking enables to 
enlarge their scope of action, time efficiency and gain access to resources and opportunities 
that otherwise would be unavailable (Staber et al., 1996). 
 
According to Staber et al., (1996), social networks can be viewed as a means of obtaining 
access to resources with exchange value such as enhancing mobility and flexibility, 
maximizing economic gain or gaining technological knowhow. The social ties can be viewed as 
a controversial phenomenon, since those strong ties which are built on intimate friendship 
and long-standing relations, can be viewed as constraining people’s ability to make pragmatic 
business decisions when observed from standard economic perspective. According to Staber 
et al., (1996) the social ties are infused with equity, loyalty and tradition from economic 
perspective constraints on efficient exchange. However, from the institutional theory 
perspective the social embeddedness in its socio-political context provides the powerful 
mechanism for blunting opportunistic motives and preventing the breakdown of cooperative 
relations by highlighting mutual trust, social expectations and the tradition and history of the 
social relationship. Therefore the meaning of trust in industrial marketing context is that it 
removes the fear of taking risks when interacting with partners who might have opportunistic 
behavior. Trust is important, especially when business activities are uncertain, resources are 
scarce and/or information is limited (Granovetter, 1985). Social embeddedness can be seen as 
a mechanism that constrains or enables economic action. In this sense the economic behavior 
that is overlapping with social content is also influencing or giving the particular shape and 
dynamic to the network (Staber et al., 1996).  
 

4.5 Construction industry and relationship embeddedness 
 
According to Dubois & Gadde (2000) the construction industry is heavily dependent on 
subcontractors and building material suppliers. In construction industry the supply side is 
having strategic importance and therefore the companies’ needs to build up capabilities to 
utilize their resources from beyond the boundaries of firms. In some cases the partnering with 
their suppliers in constructing industry has been beneficial. In this sense buyer-seller 
relationships would be closer and longer-term-oriented.  One feature of this industry is ”the 
practice of subcontracting portions of a project to special trade contractors by primary 
contractors” (Eccles, 1981). This means that construction industry companies are specialized 
to their core capabilities and outsourcing the other capabilities. According to Dubois & Gadde 
(2000) the construction industry firms should learn to take advantages of their opportunities 
to make use of external resources through cooperation with other companies in their 
network. 
 
According to Akintoye et al., (2000) organizational structure and one-off project type settings 
of construction industry demands effective supply chain collaborations i.e. the collaborative 
agreements or partnership between contractors, suppliers and clients. Due to the fact that the 
“product” of construction industry is the service, the customer has great influence by selecting 
the project partners and having impact to the end result.  Hence the importance of 
longstanding and efficient supplier-contractor relationships can be emphasized (Akintoye et 
al., 2000). 
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Regarding Gadde & Dubois (2010) the relationship between buyers and suppliers in 
construction industry in most cases has been involved with each other for longtime. However, 
although this would favor the embedded relationships condition with continuous transactions 
these relationships tend to be irregular. According to Brown et al., (2001: p.195) ‘‘the majority 
of construction projects are one-off, which often means that no long-term business relationships 
can be established’’. A buyer is thus likely to switch suppliers from one episode (project) to the 
next, which makes expectations concerning future business featured by uncertainty. 
Therefore the relationships in construction industry according to Gadde & Dubois (2010) 
would have arm’s length distance features in partnering situations since it would decrease the 
dependence on specific business partners. In this sense results of Gadde & Dubois (2010) 
would contradict the results of Akintoye et al., (2000). 
 
According to Eccles (1981, cited by Gadde & Dubois 2010) every construction project is 
perceived to be a ‘‘unique combination of input factors required to complete the project’’ (Eccles 
1981: 338), which would suggest for adaptations. However, it was prevailed by Gadde & 
Dubois (2010) that due the unique project conditions, from the interaction in previous 
projects (episodes) is difficult to exploit. They also pointed out that in construction industry 
relations is difficult to achieve collaborative features and trust that would help in problematic 
situations. Moreover, according to Gadde & Dubois (2010) also the lack of mutuality makes it 
difficult to attain some of the benefits that may be gained from closer collaboration and 
therefore they suggested the typical contractor / subcontractor relationships would be more 
cost-driven and commercial than high-involvement embedded closer relationship.  
 
4.5.1 Knowledge transfer 
 
Exchanging knowledge is an important part of interaction and it is important for construction 
companies, in terms about the building projects as about the construction process. It is crucial 
for a construction company to use existing knowledge, the renewal of this knowledge and 
developing innovations. Individuals can bring the knowledge with them to the construction 
site but since the counterparts in each project are new ones, there will be few opportunities to 
collective learning and the interaction among the involved are restricted (Håkansson et al., 
2011). 
 
4.5.2 Technical aspects 
 
Most scholars agree that the construction industry is characterized by a low degree of 
innovation. The parties in construction industry rely on standardized types of contracts that 
limit the respective responsibilities of the parties (Cox & Thompson, 1997).  Dubois & Gadde 
(2000) suggest that strong reliance on standardized products and standardized interface 
between firms clearly does not foster technical development. 
 

The main sources of innovation in the construction industry are suppliers of materials and 
machinery (Dubois & Gadde, 2000) and not architects, consulting engineers, main contractors, 
subcontractors, etc. The construction industry according to Dubois & Gadde (2010) is 
characterized by a tender system that leads to a focus on standardization of products and 
subcontracting work, the ability to compare prices and choose the lowest price per product 
and subcontract, competition between ‘identical’ and independent suppliers, and the use of 
different suppliers in each construction project (Ibid).  
 

Relationships in industrial context many times should be observed from their technological 
perspective. After all, company can gain the required technological knowledge through their 
internal or external relationships. The dynamic nature of relationships can be beneficial to 
handle interrelated changes involving technologies and other relationships. With 
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technological investments and technological developments together with their business 
partners, companies can develop their commitment to each other (Ford et al., 2011).  
 
The technological embeddedness refers to the many connections that a single technological 
development and the surrounding network can have between each other. In that sense the 
technological embeddedness cannot be considered in isolation as it is always a part of a wider 
set of resources (ibid). 

Knowledge: Companies involved in large technological investments should be able to 
develop knowledge beyond their own resources (ibid). 
Control: A single company never has full control of the use or direction of its own 
technology. Since the technology is connected to other actors, who may interpret the 
technology different way, it can be limiting factor to other and great opportunity to other 
(ibid). 
Change: The way a company copes with technology in its relationships with others will 
affect to other connected parts of the network (ibid). 
Bundling: Technology has no value until it’s combined successfully with others. The 
bundling requires satisfying the requirements of other technologies, companies and the 
relationships between them. This means coordinating and managing the links between 
companies within the network (ibid). 

 

4.6 Conceptual framework 
 
All the concepts and theories from the parts 4.1 to 4.5 are presented and developed here in 
order to give an understanding of how these concepts are connected to each other. This is 
presented in the following conceptual framework that provides the direction for this research 
and illustrated in the figure 4 and in the simplified model figure 5. The broader version is 
illustrated in figure 4, where the centre of attention is the process of interaction and the 
relationship between the organizations, the model is based on Håkansson et al., (1985) 
interaction model, and enhanced with the relationship development process where the 
emphasis is on development from arm’s length relationships towards stronger embedded 
relationships.     
 
In the middle of the illustration are supplier and buyer organizations and between them is the 
two-way arrow representing relationship. The business relationship often starts between two 
individual actors (Ford et al., 2011). Even a single episode of interaction between the 
companies creates relationship although the degree of involvement between the parties can 
vary (Turnbull et al., 1996). The interaction and the relationship development is a process and 
represented on the lower part of the illustration with two-way arrows that represents varying 
commitment levels. At the lowest commitment level of relationship some distances exists that 
can be based on social, technological, knowledge or time. The reason for this is that the parties 
are not familiar with each other or the dimensions are not “fitting” (Ford et al., 2011). At this 
point the relationship is considered as an arm’s length type of relationship (Uzzi, 1997). 
 

The interaction between the parties works two-ways which enables the business relationship 
develops further that is depending on parities willingness to do cooperation and adjustments 
and the becomes more familiar with each other through learning (Ford et al., 2011). The 
parties start to become committed towards developing the relationship and by seeking 
longer-term mutual benefits. Adaptations can be seen as a commitment by the buyer or the 
seller, whereas the commitment depends on the trust between the parties (Håkansson & 
Östberg, 1975).   
 
At the other end of relationship development is embeddedness which is formed when parties 
have known each other for long period, have had many transactions over a long time and 
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parties have been willing to do adaptations (Andersson et al., 2002). This also represents the 
relational embeddedness that is presented in the middle of the illustration. The closeness, 
commitment and trust are referring to the relational embeddedness and interpreted as a 
relationship quality (Uzzi, 1997).  
 
The impersonal form of embeddedness is structural and covering the connections, ties and 
hierarchies between the actors (Granovetter, 1985).  The embeddedness can be connected to 
the network by interdependent relationships since relationships do not appear in isolation, 
but as a part of a greater whole (Håkansson & Snehota, 1995). The structural embeddedness 
is focusing on configuration of the existing network and illustrated in the figure 4 by the ties 
from supplier organization and from buyer organization. Therefore the parties would have 
connection between each other in the dyadic level (Granovetter, 1985) which is the centre of 
the whole illustration, but also in inter-organizational level, which represents the company 
network and presented in the second frame of the figure. This perspective is meaningful since 
companies involved to the network and their connections can be illustrated this way, but also 
as it  represent the structured and interdependent parties where the effectiveness is 
depending on own performance but also the development of others (Håkansson & Snehota, 
2006).  
 
The boundary of the whole conceptual framework is the construction industry that has 
special character as the project type of performance that is temporarily managed one off type 
with fixed locations (Cannon & Hillebrandt, 1989). Construction project is complex 
undertaking that involves numerous people, activities and requirements to be fulfilled in 
order to accomplish the goals (Jackson, 2010). The essential part of successful construction 
company is the finding projects to bid and gaining project. Once the project is gained the 
contract form is used to set up the guidelines, presenting the roles and responsibilities for 
each party which determines the project execution (Moolin & Spoof, 2006).  
 
The academic literature contradicts which level of embeddedness is favored in construction 
industry. As the “unique combination of input factors required to complete project” would 
suggest closer connections (Eccels, 1981; Gadde & Dubois, 2010) although it is notified that 
the learning and interaction in previous projects is difficult to exploit. “The majority of 
construction projects are one-off, which means that no long-term business relationships can be 
established” (Eccels, 1981). Therefore the relationships in construction industry would be 
suggested to favor arm’s length distance as it would decrease the dependence on specific 
business partners (Gadde & Dubois, 2010). 
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Figure 4.An illustration of relationship development process, structural and relational embeddedness (Adapted from 
Håkansson et al., 1985) 
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The figure 4 aimed to present the totality of the concepts brought together, combining the 
relationship development process together with structural business network state. In the 
figure 4 the interaction model of Håkansson (1985) was in center of the attention which was 
enhanced beyond the dyadic level of relationship, with company network and construction 
industry connections. The figure 5 is a simplified version of it presenting linearly the theory 
connections.  
 
On the contrary to figure 4, the figure 5 has structural embeddedness as a starting point. In 
this sense it is assumed that the case company belongs to the network with established ties 
and connections that also have a suitable network strategy. In this sense a company belonging 
to such network would have certain direction when dealing with the “totality of relationships” 
(Easton, 1992). Within the network two kinds of relationship types according to Uzzi (1997) 
exist which are arm´s length and embedded relationships. However, effective business 
network would possess a balanced mix of these two (Ford et al., 2011). The focus with arm’s 
length relationship is transactional and primarily towards economic matters (Uzzi, 1997), 
whereas the trust, commitment and closeness is developing relationship quality and regarded 
as a relationally embedded. Therefore the relationship development process increases the 
business actions and commitment level incrementally as a result of the interaction when 
parties have built up more trust between each other and gradually developed their 
relationship further. In the relationally embedded relationship the parties has typically 
continuous and regular contacts with each other and the individuals know each other 
personally. This is connected to social embeddedness that is a mechanism that constraints 
and enables economic action, which is also giving the particular shape and dynamic to the 
network (Staber et al., 1996). 

Structural 
embeddedness

Relationship development

Relational 
embeddedness

Arms length
relationship

Embedded
relationship

 
Figure 5. Simplified model of structural embeddedness, relationship development and relational embeddedness  
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5 
METHODOLOGY 

This chapter provides a detailed description of the research procedure; starting with the choice of the research 
topic, research methodology, strategies and approach followed by data collection and data analysis. Finally the 
criticism of research process and chosen methods as well as trustworthiness of the research is revealed. 

 

5.1 Choice of the research topic 
 
There were several dimensions needed to be taken into consideration, regarding to Fisher 
(2010) when choosing the research topic such as interest, relevance, durability and breadth of 
a topic. The initial idea for the master thesis was offered by the Managing Director of Peab 
Foundation, who suggested conducting a market plan for Peab Foundation as their interest is 
to enter Finnish market. This would have been beneficial and much needed for the company 
in concern and convenient for authors to utilize their mother tongue; Finnish language that 
the employees in Peab Foundation are lacking. 
 
Nevertheless, it was decided not to conduct market entry plan at this stage, but to first 
research the relationship development and embeddedness in the Finnish construction 
industry setting, in order to find out whether the condition would be favoring the arm’s length 
or embedded relationships. By doing so, afterwards, more meaningful market entry plan for 
Peab Foundation could be constructed. The interesting phenomenon found in Peab Group 
network is that all their construction field divisions and subsidiaries do not exist in Finnish 
market as well as our case company Peab Foundation. Furthermore according to Managing 
Director of Peab Foundations it is recommended to favor own units in Peab Group network 
but still it is not in all circumstances other Peab subsidiaries  would choose other subsidiary 
for their sub constructor. Hence this real-life construction industry phenomenon gave the 
relevance, inspiration and decision to study of industrial marketing theories where the special 
attention would be given to relationship embeddedness particularly to see whether the 
construction industry condition would favor arm’s length or embedded relationship when 
choosing a partner for a construction project. Furthermore, the breadth of this study and topic 
appeared to be adequate in regards to time, resource constraints and the availability of the 
academic literature. 
 

5.2 Research Methods 
 

According to Bryman & Bell (2011) in the qualitative research emphasis is on words. This is 
applicable in this case study since the essential aim is to analyze the feelings, meanings and 
closeness of relationships. Those can be expressed best by the interviewee in a qualitative 
research. A case study is a research method which aims to gain in depth overview of a 
particular situation (Yin, 2003). According to Eisenhardt (1989) a case study aims on 
understanding the dynamics present within a single settings. But on the other hand according 
to Yin (2003) case study can involve single or multiple cases as well as numerous level of 
analysis. This research consists of a case study which is a strategy that involves the empirical 
investigation of a particular contemporary phenomenon within its real-life context, using 
multiple sources of evidence for increased reliability (Bryman & Bell, 2011).  
 
Realist research is supporting the qualitative research since its epistemological position 
emphasizes that the participants understand the social world through their interpretation. 
Moreover, the ontological position of the qualitative research emphasizes that the social 
properties are the outcome of the interaction between individuals (Bryman & Bell, 2011). 
This is fitting to the purpose of the study well since the approach of the realist research is 
often focusing whether there are associations between variables (Fisher, 2010). The 
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qualitative case study that provides broader and deeper understanding is also supporting the 
methodological choice of realist research by giving an opportunity to see how one variable of 
embeddedness is linked or not linked in the construction industry network.  In order to meet 
the research objectives the method of qualitative research was chosen and conducted as a 
case study in order to gain deeper understanding of the research context (Saunders et al., 
2009) and in order to generate rich data (Bryman & Bell, 2011). This research is a qualitative 
case study examining relationship embeddedness in two different construction industry 
projects in order to see whether the construction industry setting favors embedded or arm’s 
length type relationships.  
 

These strategies have been helpful in the process of getting in depth understanding of the 
context of real life situation of case study company Peab AB which is an example of an 
industrial company with established relationships that sometimes functions in arm’s length 
and sometimes more closer relationships in their network. Thus Peab represents a typical 
case of a company operating in complex industrial network in the present time when the 
sustainable and lifelong quality has become a requirement and consequently the importance 
of chosen suppliers for projects is high, key to success and for further development. 
 

5.3 Research approach 
 

This thesis is formalized around a deductive research approach where prior theoretical 
knowledge is building up the theoretical framework, formulating research question and 
connecting it with new knowledge (Spens & Kovacs, 2005). Moreover, according to Saunders 
et al., (2009) in deductive approach the research uses the theory to guide the content and 
empirical findings but also leaving some parts for creative contribution. In this thesis, the 
collection of academic sources and the theories formed the theory part (see 5.4 Theoretical 
sources), directed the empirical findings gathered majorly as semi-structured in-depth 
interviews (see 5.5 Empirical data collection) whereas the qualitative analysis is (see Chapter 
7) combining the theory and the empirical parts. 
 

5.4 Theoretical sources 
 
According to Fisher (2010) the central process in each research study is the data collection 
process. Data collection process provides both the overview of the literature and the factual 
foundation for the results that are derived from the research (Fisher, 2010). The choice of 
collecting both primary and secondary data derives from the assumption that they 
complement each other in sense of gaining deeper context understanding and this research 
involved these both (Saunders et al., 2009). 
 

In this thesis the academic sources were initially involved for the topic choice as presented 
earlier, constructed the focus area of existing theoretical framework and enabled to narrow it 
down to create the conceptual framework, which was further utilized in following empirical 
data gathering. The theory part in this research consist of industrial marketing theories such 
as relationship development and network perspective, sociological theories such as structural 
and relational embeddedness as well as construction industry characteristics in terms of 
nature of the construction project and construction bidding process. Theories and concepts 
were all searched through carefully selected academic literature and collected from relevant 
scientific articles, books, e-books, journals and internet sources presented in the following 
table 1. 
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Table 1. Databases  
Database  Topic  URL  
ABI/INFORM Global Business Management and 

Economic articles 
http://www.abiglobal.ep.bib.mdh.se 

Bookit Books in the MDH library  University Library Catalogue  

DiVA  Master thesis  http://www.divaportal.org/smash/search.jsf  
Emerald Scientific journals & articles http://www.emeraldinsight.com  

Google General material http://www.google.com 
Google Scholar  Scientific journals & articles http://www.scholar.google.com  
IMP Group – 
 Industrial Marketing & 
Purchasing Group Papers 

Scientific journals & articles 
with special focus on industrial 
marketing 

http://www.impgroup.org/papers.php 

JSTOR  Scientific journals & articles http://www.jstor.org.ep.bib.mdh.se/  

 
In order to find academic articles in concern, the following search strings as well as synonyms 
and abbreviations for keywords were used comprehensively: 
 

Industrial marketing, interaction approach, network perspective, buyer – seller relationship, 
business relationships, embeddedness, structural-, relational- and overembeddedness, 
construction industry,  PEAB 
 

With the usage of these search strings a very large number of results were given. In order to 
gather information for this study, the most useful data, whilst eliminating irrelevant data, 
many different combinations of these search strings with Boolean operators (AND, OR, NOT, 
AND NOT) and the Truncation tool (*) were used. 
 

Before the semi-structured interviews were conducted (see 5.5 empirical data collection), 
documents from Peab were collected and studied, which were Annual Report 2012, 
Sustainability Report 2012 and other company publications. Also additional information from 
Peab.com website was collected. The Internet sources considering the construction industry 
characteristics (OECD) and Finnish construction industry overview (rakennuslehti.fi) were 
used. Other important sources for this research were the reference books related to actual 
research methodology, which were used as a tool to design and guide the actual research 
process. 
 

5.5 Empirical data collection 
 
According to Saunders et al., (2009) primary data increases the level of detail. As the main 
primary data source for this thesis were semi-structured interviews selected. Interviews were 
performed in face to face and telephone setting, as it allows researchers to target information 
directly related to the research topic (Yin, 2003). 

The empirical findings were gathered by conducting semi-structured in-depth interviews 
from the persons involved in actualized construction projects based on following illustration 
in figure 6. 

As Peab consists of more than 200 subsidiary companies, which are divided in three different 
constructions business areas providing specific service in whole construction process, it is 
impossible to cover the whole spectrum in one case study. Due to this reason it is more 
meaningful to concentrate on the Peab Foundation which other researcher is having close 
connection. Since Finland is the new market area for Peab Foundation it requires for them to 
build up new relationships and understand which level of relationship embeddedness by 
example of two project operations and partner connections is favored Finnish construction 
industry condition.  
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Figure 6 Interviews, projects and Peab network 
 

The interviews were conducted by interviewing the participants named in figure 6 and in 
table 2. The aim was to see by example of two project condition whether the relationship 
between the main contractor (internal client), Peab subsidiary (internal supplier) and 
external subsidiary were distant, close and /or embedded.  

I project: Länsimetro Urheilupuisto (see Chapter 6 Empirical findings) is marked with red 
arrow to the figure 6, where Peab Civil Engineering – Infra (Finland) is the main contractor 
and internal subsidiaries interviewed were Peab Foundation (Sweden) and MBR (Finland). 
The project is concerning new western metro line from Helsinki towards Espoo and 
currently the largest infrastructure project in Finland. The project was first Finnish project 
for Peab Foundation and there was not any previous project history with Peab Civil 
Engineering (Peab Infra) either. On the contrary the relationship between MBR and Peab 
Civil Engineering (Peab Infra) has been longer and closer due to the fact that the companies 
are located in the same business premises. These interviews allowed observing the internal 
relationships within the Peab network from the two different angles.  
II project: P-Frami parking house (see Chapter 6 Empirical findings) is marked with blue 
arrow to the figure 6. The main contractor for this project is Peab Civil Engineering – Infra 
(Finland) and Tensicon represents the external supplier. This interview allowed observing 
the Peab network from external relationship perspective. 
Excluded project: Event Business Garden was also considered to be part of the research, 
which would have provided information from the project that was entirely utilizing internal 
resources of Peab Group. However, it is not self-evident that the interviewee is willing to 
share all information needed for the research. Due to the reason of incomplete and limited 
answers by the informant; it was decided to concentrate on the projects where participants 
were willingly sharing their opinions and supporting the in depth research aims. Since it 
was not the case with informant representing the third project it was excluded from the 
empirical findings. 
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The interviews from  the main constructor has been taken from two different perspective 
where the interview with the managing director was concentrating on the project 
procurement and bidding process and interview with the construction site manager was 
concentrating on the actual daily base construction process and relationship management.  
The organization chart of Peab Finland is provided in Appendix 2. 
 
Table 2. Interview process summary 
Project Responde

nt  
Title & Company Date & 

Time 
Location & Nature of 
the interview 

Länsimetro - 
Urheilupuisto 
station  

Kai 
Tamminen 

Managing Director of  
Peab Foundation/ Sweden 

27.04.2013 & 
16.00-17.30 

Västerås &  
Face to face interview 
Language: English 

 Länsimetro - 
Urheilupuisto 
station 

Juha  

Helin 
Managing Director of  
Peab Infra / Finland 
Managing Director of  
Peab Industry / Finland 

30.04.2013 & 
09.00-10.00 

Telephone interview utilizing 
Peab Lync system that allows 
shared desktop 
Language: Finnish 

Länsimetro - 
Urheilupuisto 
station 

Erkki 
Virtanen 

Construction site manager 
of Peab Infra / Finland 

07.05.2013 & 
08.30-09.15 

Telephone interview 
Language: Finnish 

Länsimetro - 
Urheilupuisto 
station 

Pekka 
Haapimaa 

Procurement & Offer 
manager of Peab Industry 
(MBR Southern Finland) / 
Finland 

07.05.2013 & 
09.30-10.15 

Telephone interview 
Language: Finnish 

P-Frami -
parking house 

Martti 
Kinnunen 

Managing Director & 
Owner of Tensicon / 
Finland 

03.05.2013 & 
08.00-08.45 

Telephone interview 
Language: Finnish 

Event Business 
Garden 
(excluded from 
the research) 

Jari  
Kurtti 

Construction site manager 
of Peab Construction 
(talonrakennus) 

06.05.2013 & 
14.00-14.35 

Telephone interview 
Language: Finnish 

 
5.5.1 Selecting the research participants  
 
According to Bryman & Bell (2011) the snowball technique is compatible with qualitative 
research, where the researcher makes initial contact with a relevant small group and gets 
contacts from them for further contacts.  
 
The initial focus is on Peab’s industry business area was practical choice since Managing 
Director Tamminen at Peab Foundation showed his interest towards the thesis project and 
helped with finding the essential participants for the research. In order to increase the 
likelihood to get recommended respondents to co-operate the earlier interviewed person was 
asked to contact the recommended person before researchers and asked permission to use 
interviewed person name as a reference in order the convince the new contact to co-operate.  
 
5.5.2 Semi-structured interview guide 
 
Empirical data in this thesis was primarily collected by two different interview methods; 
semi-structured face-to-face and telephone interviews. Multiple alternative interview 
methods were helpful when contacting respondents overseas or with busy timetables 
(Bryman & Bell, 2011). Moreover, the time constraint of the research process has put the 
pressure to gain interviews, therefore the importance of several data collection method has 
prepared.  
 
Since the structure of the interviews was not directly following the question form, therefore it 
is named as an interview guide. All the interviews were conducted in-depth through semi-
structured interview guide with open-ended questions. In the semi-structured interviews the 
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respondent has freedom to respond to the questions in a way that seem sensible for them and 
allows them to speak in-depth and in detail (Fisher, 2010). The usage of open-ended 
questions is supported by Yin (2003) as in case study interviews, since they enable questions 
that are about facts as well as their opinion. The method of pre-decided questions according 
to Bryman & Bell (2011) is flexible in that sense that they can be asked in different order and 
new questions can be created as the interview goes on which would allow the deeper meaning 
of behavior to be analyzed.  
 
Due to the reason that the interviews done in depth is taking relatively longer time compared 
to other interview techniques, therefore the question guideline was helpful, since during the 
interview situation researchers were able to do practical choices of the question order. When 
the answer was not understood by the researchers the additional clarifying questions were 
able to be placed and also if the informant has given the answer for other questions already, 
they were not needed to be placed anymore. The content of questions and the intended 
structure is shown on table 3.  The preliminary semi-structured interview guide is provided in 
Appendix 1 for questions presented in English.  
 
The emphasis on Peab network interviews were on relationship embeddedness, but due to 
the engineering and technical dimension of the construction industry, in the beginning of the 
interview the informant was given an opportunity to clarify actual construction engineering 
aspects of the project with the questions 1-4 in order to facilitate the understanding process 
later on of the interview. This was also taking relatively long time from the whole interview 
since the area was unfamiliar to the researcher with business administrative and marketing 
related background. The questions 5 a-i was concentrating to cover up construction industry 
characteristics and relationship development, where as the question 6 was focusing to reveal 
different the type of the relationship. The questions 7 were related to relational 
embeddedness, questions 8 technological and knowledge embeddedness whereas questions 9 
were concentrating on the network ties and the structural embeddedness.   
 

Table 3. Interview guide structure  
Questions Content 

1-4 Background in relation to the project, company and individual 
5 a-e Project and Bidding 
5 f-i Project, business relationship and interaction 

6 Arm’s length, embedded and overembedded relationships 
7 Social embeddedness 
8 Technological and knowledge embeddedness 
9 Network and structural embeddedness 

10 Further contacts 
  

Being aware that the concept of “embeddedness” is not familiar to wider population although 
the actual dimensions of close and overlapping relationships are, therefore it was deliberate 
choice to avoid usage “embeddedness” term in question form and interview occasion also due 
to reason that there is not existing as descriptive word in Finnish and Swedish language, and 
could confuse the respondent.  
 
5.5.2.1 Telephone setting 
 
The use of telephone interviews as a research method is appropriate and practical when 
respondent is located overseas or respondent has busy timetable and can be classified as 
hard-to-reach type. Compared to the face to face setting, telephone interview is easier to 
administer and answering to the sensitive questions can be considered easier. On the 
contrary, telephone interview may be disadvantageous as interviewers cannot engage 
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observation of body language, and the quality of data might be affected by bad connection or 
background noises (Bryman & Bell, 2011). 
 
Most of the interviews were conducted by telephone and recorded in order to transcript them 
properly. In this case it was a chosen as main method beside the face-to-face interview, since 
most of the respondents were located in Finland and did not have possibility to arrange the 
interview in any other way than by telephone. 
 
Before the actual telephone interview each respondent were contacted beforehand to set up 
appropriate time for interview. After it a cover letter, which gave short summarize of the 
research together with interview question guideline, were send by email. Into the contacting 
letter was an attached photo of the researchers which was aimed to give more personal touch. 
The purpose was to get respondent familiarize with the subject and knowing to whom they 
are talking to. 
 
The purpose was to give free space for the respondents and let them describe their project 
operations and relationships within the Peab construction industry network in the terms of 
embeddedness as detailed as possible in their current situation. Each interview was unique 
setting since each respondent were focusing their specific part of the construction project, and 
therefore even the participants involving same project had different point of view. Therefore 
the comparison between the answers is challenged, however, when considering the problem 
from different perspectives some answers were overlapping and aligned together, which also 
served our focus area. 
 
The interviews were successful since extensive amount of information was gotten that can be 
utilized in the following empirical and analysis part of this work. Due to the reason that the 
topic of the research concerns subjects that are needed to formulate and describe in many 
words, a semi-structured interview is suitable for this research. 
 

5.6 Data analysis 
 
The data should be analyzed in qualitative research ongoing throughout the collecting process 
in order not to face an overwhelming situation in the end of the gathering empirical data 
(Lofland & Lofland, 1995). The qualitative data derives an enormous amount of unstructured 
textual material and the researchers need to guard against failing to conduct a true analysis 
(Bryman & Bell, 2011).  The main problem with qualitative data is that the researcher might 
find it to missing middle and a dilemma of drafting it up (Fisher, 2010). Therefore the material 
needs to be organized in meaningful way that it makes sense and supports the purpose of the 
research (Ibid). By proceeding systematically and orderly the problems Fisher (2010) stated 
could be avoided.  
 
In order to see which level of relationship embeddedness the construction industry is 
favoring and whether the research question can be answered the empirical analysis was done 
by discussing and comparing the theoretical framework together with the empirical findings. 
The questions for the interview guideline were derived from the theoretical framework. 
Before the semi-structured interviews were conducted the also the company publications 
were studied. The interviews conducted with the Peab internal client and supplier as well as 
one external supplier gave better understanding of the different levels of embeddedness and 
its influence to the relationship outcome. The information obtained from the interviews was 
presented in the research in connection to the theoretical framework and conceptual 
framework. After conducting the interviews, the audiotapes were transcribed and translated. 
Analyze of the material was developed on the theories stated in the conceptual framework. 
These theories were discussed and studied with the empirical findings in a systematical way. 



Relationship embeddedness in the construction field – A case study of PEAB Ab  26 

Finally the qualitative data was studied and examined carefully before writing and converting 
it into an analysis.  
 

5.7 Trustworthiness of the research 
 
5.7.1 Validity  
 
In a research the validity needs to be taken into account. Validity is concerning the degree to 
which the research material can be interpreted as truthfully as possible (Fisher, 2010). Even 
though reliability and validity are distinguishable, they are related because validity assumes 
reliability. It indicates that if the measure is not reliable, it cannot be valid (Bryman & Bell, 
2011). The problem of validity is whether the constructed questions truly measure the things 
it should be measuring in the research (Fisher, 2010). In order to outcome the problem of 
validity, the theoretical framework was constructed from carefully selected academic 
literature on industrial marketing theories concerning relationship development and network 
perspective which was completed with structural and relational embeddedness. By simple 
procedure it was secured that all essential parts from the framework were covered and 
measured, after each paragraph in theoretical framework few research questions were 
formulated and once all questions were done, the questions concerning same content were 
bundled and simplified also the duplicate questions were removed. It also revealed whether 
the theory included was of great worth or redundant that could be removed. The theoretical 
framework was the base for further empirical studies which helped to develop questions for 
interviews. Therefore the questions in the interviews measured and supported the research 
purpose of how does embeddedness influences Peab’s business relationships within its 
network in construction industry. Furthermore the analysis and conclusions were derived 
from the research findings and therefore the thesis reached usable and valid outcome. 
 
5.7.2 Reliability 

 
Reliability is related to the question whether the study´s results are repeatable (Bryman & 
Bell, 2011). The result of the study is reliable if a future research will get similar result by 
following the same process and if conducting the same case study (Yin, 2003). 
 

Awareness of issues in reliability and in forms of bias and subjectivity has been taken in 
account when constructing this research. The interviews were conducted from different 
perspectives and from different respondents. And due to this reason this thesis is using 
several sources of evidence for increased reliability (Saunders et al., 2009) these are 
presented in 5.4 theoretical sources. Additionally, minimal attempts to impose own beliefs 
and frame of reference were applied during the interviews. 
 

Issues of ethics in research cannot be ignored and the ethical aspects rise along the study in 
different stages (Bryman & Bell, 2011). Therefore at every research process stages the aspects 
like objectivity, openness, confidentially and plagiarism have been taken completely into 
account and treated ethically. All methods that were used in this research were described in 
detail in order to give the full overview of the process, methods and limitations. The 
theoretical data and empirical data were referenced according to APA system and the 
references were adequately quoted and cited. When conducting the interviews, the 
respondents were treated with discretions. Additionally, data that was collected were 
presented in an ethical manner in the findings part, so that the researchers own opinions or 
goals would not influence the outcome. 
 

The priority has been to retain validity and reliability throughout the whole research process. 
The honesty, commitment and genuine interest of the research have been the main concerns 
for this thesis in order to provide trustworthy results. 
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5.8 Criticism of research process and chosen methods 

  
The research process and chosen methods used in this research can be criticized. The 
following shows the considerations of the critical issues. Even though industrial marketing 
theories are not recently constructed they have shown to be relevant and usable in the 
complex construction industry network setting which could not explained as fully and 
detailed with any other theory base. The Interaction model of Håkansson & Snehota 1982 is 
completed with relational and structural embeddedness which is supposed to reveal that 
these all concepts are connected together.  
 
The conducted interviews were covering a minor part of the whole group of Peab and its 
network, as well as each relationship is covering only one specific part of the total 
construction process, the applicability is therefore limited. By the nature of qualitative 
research, it is impossible to draw conclusions that are valid to a whole population or for other 
companies than the case company or generalized to whole construction industry, as the 
research consists of a limited number of interviews from Peab perspective. Another 
disadvantage with this case study based approach in the terms of relationship embeddedness 
in construction industry context is that whether the sample of cases is too low in order to see 
the causal effect which would apply generally. Moreover, it is possible that the results would 
have been different if more projects and different construction companies would have been 
targeted and the persons involved in the projects were reached and interviewed. 
 
One main concern is that the respondents / companies may present a very positive image 
about their relationship towards headquarter or other important contacts and therefore the 
actual reality might be different. In order to avoid this problem it was important to create an 
atmosphere where the respondent was willing to share their experience as freely as possible. 
With one respondent it came obvious that the telephone interview setting was uncomfortable, 
and the responses were mostly by giving one two words. The interview was mostly in general 
level and not at any time reached the level of detail than it was with all the other interview 
participants. Therefore the decision to exclude the interview from the empirical findings were 
done, since the limited information would have left too many gaps open.  
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6 
EMPIRICAL FINDINGS 

This chapter presents and combines the data collected from the the interviews conducted with representatives of 
Peab Foundation, Peab Infra, MBR and Tensicon in order to cover different perspectives of Peab network (See figure 
6 and table 2). The two projects are presented in detailed manner. Interview questions are presented in Appendix 1. 
The information gained in the interviews is presented by following chronological order of the project. Therefore the 
project participants (structural embeddedness) is followed by the aspects concerning project bidding (construction 
industry characteristics), relationship development aspects and relational embeddedness although in the theoretical 
framework (see Chapter 4) and in the analysis part (see Chapter 7) the construction industry and relationship 
embeddedness are considered as a final item and consequently presented by following the logical order.   

I Project 
 

6.1 Länsimetro – Urheilupuisto 
 
Länsimetro is the name of the west metro project that is continuing the existing metro line in 
Helsinki towards west (see Appendix 3). It is currently Finland's largest infrastructure project 
which comprises, for example, seven new stations, two tunnels each nearly 14 kilometers in 
length and the removal of around three million cubic meters of blasted rock. Upon completion 
the west metro line will transport over 100,000 passengers every day. Project started on 2011 
(lansimetro.fi, 2013). 
 

Länsimetro project is very long underground line and therefore the project is divided with 
several entrepreneurs who are constructing same time different processes along the line, in 
different stations or tunnels. Peab Infra project is involved with one station in Espoo called 
Urheilupuisto (see Appendix 3). The Urheilupuisto excavation started in summer 2011, and 
the Peab Foundation was involved till January 2012 (Interview, Helin, 30.04.2013). 

 
Figure 7. Länsimetro – Urheilupuisto station and the excavation (source: lansimetro.fi, 2012) 

 

6.2 Structural embeddedness 
 
6.2.1 Project participants 
 
In the project Länsimetro –Urheilupuisto station and its excavation, Länsimetro is the client 
organization and the specific company set up for the metro line and owned by the cities of 
Espoo and Helsinki. Peab Infra is the chosen main constructor for excavation. Sweco is the 
construction consultant who produced construction blueprints and plans for entire metro 
line. The main contractor Peab Infra was allowed to have further contracts with one or many 
subcontractors. In this project Peab Infra had at least 10 different subcontractors (Interview, 
Helin, 30.04.2013). 
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The cost estimation of the project was around 20 million Euros. The part for Peab Foundation 
and jet grouting was around 1 million Euros. MBR part of the whole project was around 3-5% 
approximately 600 000 Euros (Ibid.). 

 
Figure 8. Project participants  

6.2.2 Responsibilities 
 
Client: In Länsimetro project the end client was responsible of technical drawings and plans, 
which were produced by consultant company Sweco. Länsimetro is company set up for entire 
building process of west metro line, which is owned by city of Espoo (Ibid.).  
Main constructor: Responsibility area of main constructor Peab Infra concerns the total 
execution of Urheilupuisto station’s excavation. In other words the work performance 
concerned to dig an extremely huge ditch that has size equivalent for 4 football fields (see 
figure 7) (Ibid.).  
Subcontractor Peab Foundation: Peab Foundation was contracted as subcontractor to do jet 
grouting process; their procedure was described in the construction documents which Peab 
Foundation had to follow. In order to get jet grouting technique construction plan right the 
assistance from Golden Associates consultant is utilized (Interview, Tamminen, 27.04.2013). 
Subcontractor MBR: According to Haapimaa MBR have been involved in the project for one 
and a half year and their responsibilities were to stabilize the ground with pipe castings 
method (Interview, Haapimaa, 07.05.2013). 
 

The main constructor has general knowledge and organizes all pieces together for a project 
whereas subcontractors are often with specific expertise.  In order to process this kind of 
excavation, different kinds of techniques and subcontractors were used. Excavators and 
trucks were driving dirt and clay away from site. Rock blasting equipment was extracting the 
bedrock away from ground. Steel spont wall was set up and anchored. One subcontractor 
produced the piles, one drilled the drilling piles, one did jet grouting and one did the concrete 
castings (Interview, Helin, 30.04.2013).  
 

The project was scheduled in a way that each work process was produced in certain order and 
then when it was due. This was also concerning the jet grouting and concrete casting work 
processes since other work processes were waiting to be done after them. In that sense Peab 
Foundation and MBR among other subcontractors can affect with their part to entire work 
flow. However, in typical projects subcontractors like Peab Foundation or MBR do not have 
any connections with end client, it is strict in construction industry that the chain of command 
and hierarchy is respected and followed (Ibid.). 

 
6.3 Construction industry characteristics - bidding process 
 
6.3.1 Finding a project 
 
One method to find construction projects to bid is through web site where all open 
construction projects are informed; in Finland the web site is called Hilma. Another method is 
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through construction consults that will send the offer request to their contacts (Interview, 
Helin, 30.04.2013). 
 

Main constructor: As a main constructor Peab Infra finds projects to bid through public 
procurement process. Peab Infra is listed into the Hilma web site system and enrolling 
weather they find it interesting. Offer is accepted into the bidding competition if the 
references and “Rala-documents” are sufficient concerning the project involved. (See 
Appendix 4 Rala documents). The project Länsimetro - Urheilupuisto was found via Hilma 
web site (Ibid.). 
 

Subcontractor Peab Foundation: The foundation industry is relatively small with 
approximately 20 other companies in Sweden. By being representative one of the biggest 
construction company; Peab Foundation finds more projects to bid through their existing 
connections than through the web site. Their challenge is finding projects to bid in Finland. 
The sufficient solution regarding to Tamminen would be employing right person who has 
previous construction industry connections and knows which companies are worth bidding 
for (Interview, Tamminen, 27.04.2013). 
 

Peab Foundation is aiming for Finnish market since it offers a possibility for expanding as it 
has been low season in construction industry in Sweden. It is also beneficial from capacity 
perspective since then Peab Foundations 15 piling cranes are currently utilized 65% of the 
capacity. However, Peab Foundation cannot just take any kind of project in Finland because it 
is not motivated and meaningful to send machinery back and forth by boat. Therefore the 
projects accepted from Finland are larger scale projects (Ibid.).  
 

The Länsimetro – Urheilupuisto project was suggested by Helin and it was meant to get the 
relationship between Peab Infra and Peab Foundation even closer through this process of 
working together by the first time (Ibid.). 
 

Subcontractor MBR: MBR projects are also found through their connections due to the 
reason that MBR is well known company within the industry, according to Haapimaa. 
Additionally by utilizing the local knowledge, by driving around and observing new planned 
areas for upcoming projects and by getting to know who the contractor for that area is, has 
helped MBR directly get in contact and offer their services. MBR was automatically counted in 
to the Länsimetro – Urheilupuisto project concrete supplier (Interview, Haapimaa, 
07.05.2013). 
 
6.3.2 Project gaining 
 
Main constructor Peab Infra - Managing director: According to Helin it is usual in Finland 
that the one with lowest price gets the projects. Only specialty is with the special construction 
projects for example building of wastewater treatment plant, where organization, experience 
and references plays very important part. But for a project considering bridge, street or sewer 
it is price that matters where Rala-codes are telling the capability of the offeror (Interview, 
Helin, 30.04.2013). 
  

Peab Infra won bidding competition for Länsimetro project by offering the best price for 
contract. They had lowest price to offer, there was no soft values or relationships that 
affected. The process of gaining projects in Finland or in Sweden is very similar regarding to 
Helin, but the process is notable different whether the offeror main contractor or 
subcontractor (Ibid.). 
 

Main constructor Peab Infra – Construction site manager: According to Virtanen in public 
procurements the bidding process is very stiff, no own terms or conditions can be made. In big 
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projects additional information can be given until the last days of bidding time. If the bid is 
placed in a hurry and not all aspects are thoroughly calculated and assumptions are made, 
there remains a risk. The fact that risks are taken, many times leads to winning the bid. In this 
Länsimetro project during the bidding, the constructor asked for an alternative technique 
instead of the steel spont walls that would have been more costly, slower and practically 
impossible for Peab Infra to actualize. To place a bid requires a lot of experience, the bid was 
placed low, the risk was taken and we won it, Virtanen said (Interview, Virtanen, 07.05.2013). 
 

Subcontractor Peab Foundation: According to Tamminen in Sweden at the current 
economic slowdown the lowest price offeror gains the project. But in the normal conditions 
Peab Foundation´s competitiveness is based on their capability to find different solutions for 
the projects. In such situation the  technicians observes the site in order to figure out good 
solution, and if the solution is competitive according to the main constructor it is possible to 
asked for better price with better solution and earn decent amount of money from the project. 
According to Tamminen there are several aspects to consider when aiming to entry Finnish 
market. First of all it is not beneficial to compete with price in typical foundation work 
projects due to the fact that the existing foundation companies in Finland are already good at 
what they are doing. As being family owned companies with hard working and trusted 
personnel, it is not easy for Peab Foundation to compete against them in this area. Hence the 
competitiveness of Peab Foundation is on technically harder projects where their experience, 
connections and ability to do some changes can better be utilized. The niece of Peab 
Foundation is on technically complicate projects like jet grouting (Interview, Tamminen, 
27.04.2013). 
 

Peab Foundation gained Länsimetro Urheilupuisto project due to Peab network connection. It 
was partially due to Peab policy to favor internal organizations, but also due to good 
relationship between Juha Helin and Kai Tamminen. The reason why relationship has 
developed close is Helin’s good knowledge of foundation work and his good Swedish language 
skills. At the moment Peab Foundation is 100% dependent on Peab Infra and their projects 
with their aim to gain projects in Finland. Peab Foundation gained the project also due to the 
technical matters. Jet grouting requires special technical skills, equipment, experience and 
right employees which many companies do not have. If Länsimetro project would have been 
normal piling work Tamminen doubts that they would have gained the project (Ibid.). 
 
Subcontractor MBR: The price plays a big role but MBR have won bidding competitions with 
their good references from previous well succeeded projects and being technologically more 
advanced than competitors. Also their concrete according to Haapimaa is made out of quality 
raw materials (Interview, Haapimaa, 07.05.2013). 
 

MBR gained the Länsipuisto Urheilupuisto project without any need for bidding due to Peab´s 
policy to favor intern Peab organization. When Peab Infra were in bidding competition they 
already knew MBR´s prices and MBR was automatically selected as a concrete supplier for the 
project (Ibid.). 
 
6.3.3 Selecting the subcontractors 
 
Regarding to Helin, many factors are considered behalf of the main constructor when 
selecting subcontractors for the project; price, the efficiency of subcontractor, resources of the 
subcontractors and capability of the subcontractor. However, the one who offers the lowest 
price is often the main factor and the starting point for further negotiation how would they do 
the project. If the reputation of the subcontractor would be bad or the trust would be missing, 
that subcontractor would not be selected (Interview, Helin, 30.04.2013).  
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According to Virtanen, the construction site manager is most often the one who is doing the 
decision of subcontractor selection by himself alone; it is not a group selection. In this sense it 
is important to have a network with right key sub-contractors. Networking is crucial in order 
to find the right sub-contractors who are able to do the work and offer a competitive price. 
Even though Peab is small in Finland, in Nordic perspective it is a big corporation, which will 
give Peab trustworthiness in terms of sub-contractors get paid for their input (Interview, 
Virtanen, 07.05.2013). 
 

In this Länsimetro project Peab Infra had many different subcontractors and the ones selected 
to the project were mainly subcontractors that have been used in previous projects. Inside the 
Peab is policy called “ET –Peab” which is specific rule to favor and utilize internal 
organizations in Peab network instead of taking it externally (Interview, Helin, 30.04.2013).  
 

According to Virtanen, favoring the internal Peab organizations is beneficial and 
understandable due to the corporation’s goal for using the own resources. The down side is 
that when using internal supplier, price consciousness can diminish due to the fact that 
competitors do not replay on offer request because they presume that Peab will use their 
internal supplier anyway. This can lead to over pricing which causes problems with Peab 
overall competitiveness, Virtanen stated (Interview, Virtanen, 07.05.2013). 
 
6.3.3.1 Selecting subcontractor for jet grouting 
 
When selecting subcontractors for jet grouting in Länsimetro project, according to Helin, 
subcontractor’s technological capability, the organization itself and their employees’ 
knowledge and capability of the special method; jet grouting were all important factors to 
consider, whereas the price didn’t matter so much. Peab Foundation was not the cheapest 
choice, but they were selected due to the fact that there were internal resources available in 
Peab’s network and therefore beneficial choice for both parties (Interview, Helin, 30.04.2013). 
 

6.4 Relationship development  
 
6.4.1 Knowledge and expertise aspects 
 
It is possible that subcontractor can have influence on client and change plans although 
according to Helin it is less common. The smart main constructor takes subcontractor to the 
planning meeting which gives a direct communication opportunity for subcontractor and 
client. However, it is often up to client to decide whether they accept any other parties than 
contract party to these meetings (Interview, Helin, 30.04.2013). 
 

Jet grouting: According to Helin in general terms usually clients’ requirements and plan are 
clear. If there is something outside of the plan it will generate more work and changes for the 
plan. In Länsimetro project, without Peab Foundation’s consultant the problem regarding to 
jet grouting would have not been spotted. There were many major technical adjustments 
needed to do for the actual plan before the physical project started. The consultant of Peab 
Foundation immediately recognized that the plan done by client’s consultant Sweco was 
wrong and impossible to work through. Before any physical work procedure all parties set up 
many meetings in order to discuss what the smartest way would be. The parties involved 
were subcontractor: Peab Foundation and its consultant, main constructor: Peab Infra, client: 
Länsimetro and clients consultant: Sweco. Peab Infra gave 100% trust to their subcontractor 
Peab Foundation mostly due to the reason it is in the same corporation. Helin stated, that this 
was quite serious and delicate situation to tell the client, who had Sweco as consultant, that 
their consultant had made a wrong plan. 
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In Länsimetro project the end client was responsible on technical drawing, whereas Peab was 
doing following according to the drawings. In terms of jet grouting it turned out that 
subcontractor Peab Foundation was consulting Länsimetro that their plan and drawings 
won’t work. Peab Foundation felt that they could not follow client consultant company 
Sweco’s idea. It seemed that the Sweco didn’t understand jet grouting method. Peab 
Foundation presented their suggestion, and Länsimetro accepted it at the end. The same 
result as initiated by Sweco’s plan was gained but more practical way. It took several months 
to make Sweco to understand and cooperate since it is really prestigious to admit that they 
were wrong. But after many long debates they accepted Peab Foundation’s suggested method 
(Ibid.). 
 

Concrete casting: For the Länsipuisto Urheilupuisto project MBR was the supplier of the 
ready-mixed self-consolidating concrete which was produced in one of their manufacturing 
premises in Helsinki area. To the Länsimetro Urheilupuisto project, concrete was delivered to 
the construction site according to the request when it was needed. From MBR point of view 
the places for concrete casting should be ready before even ordering the concrete. The 
specialty with this type of concrete was the self-consolidating feature that won’t allow long 
deliveries; it had to be produced near the construction site because it should be used within 3 
hours otherwise it starts to harden (Interview, Haapimaa, 07.05.2013). 
 

6.4.2 Technological aspects 
 
Main constructor - Managing director: According to Helin, every project is different with 
their problem areas where the solution is found by utilizing quite similar techniques. The 
technological aspects are depending on client’s requirements and they are defined by the 
construction consulting company which in this Länsimetro Urheilupuisto project. Although 
the subcontractor’s procedure is described in the construction documents which they have to 
follow, Helin states, it is smart choice from main contractor that subcontractor can define and 
specify the technological aspects also. After all, the subcontractors are the ones with the 
specific technological capabilities and expertise whereas the main constructor only has the 
general knowledge and manages the puzzle pieces together (Interview, Helin, 30.04.2013). 
 
Main constructor Peab Infra – Construction site manager: Virtanen stated that technical 
aspects influenced gaining of the project. The Länsimetro project included enormous issues 
like purchasing of million kilos of steel spont and they had the connections to provide it 
(Interview, Virtanen 07.05.2013). 
 
Subcontractor Peab Foundation: Jet grouting is special technique that secures that no water 
is coming into the hole even when digging down into the ground so it really makes it 
waterproofed. In cities there are very strict regulations concerning water level which cannot 
be lowered, therefore jet grouting is needed (see Appendix 5) (Interview, Tamminen, 
27.04.2013). 
 
The technical knowledge of Peab Foundation concerning jet grouting was based on consultant 
Mikael Creutz from Golden Associates. The company he represents is the world’s biggest 
consultation company in construction industry Jet grouting is so special technique that there 
is actually very few who knows anything about it, and that Peab Foundation have found a 
consultant, who has experience from all over a world, is excellent connection according to 
Tamminen. Creutz was helping with the bidding process and also choosing the right methods 
for the project after noticing the failure on plan and blueprints. Tamminen admits, Peab 
Foundation was influencing a lot to the technological aspects and changes on plan since they 
knew most of the special technique (Ibid.). 
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Subcontractor MBR: To Urheilupuisto project MBR delivered special type of concrete that 
has self-consolidating feature. This requires special competence in processing, in order to be 
secure that there are no air pockets left in pipe castings (Interview, Haapimaa, 07.05.2013). 
 
In order to learn from the problems occurred on construction site, Helin admits that the 
created technological solutions should be documented better. Therefore more conservation, 
memos, case history, a databank and a portfolio for storing the information would be needed 
(Interview, Helin, 30.04.2013). 
 
6.4.3 Social aspects 
 

Main constructor Peab Infra - Managing director: According to Helin, personal 
relationships are extremely important in construction industry. When considering the 
interactions between a trusted supplier and subcontractor, the face to face interaction is 
crucial in order to develop the relationship. He feels that, the way a person leads a company, is 
the way the company operates (Interview, Helin, 30.04.2013). 
 

The social interactions off the work are smaller scale activities like dinner or watching the 
game. It makes possible to get to know person more personally which eventually tightens the 
relationship. The interactions where Helin has participated during Länsimetro project, has 
only occurred during the working hours on the construction site. There have been some social 
activities on evenings, but Helin has not participated to them (Ibid.). 
 

Main constructor Peab Infra – Construction site manager: According to Helin, personal 
According to Virtanen, the personal relationships develop and the trust strengthens by 
interactions, for example weekly coffee break at the construction site. Additionally other 
activities outside the construction site help to tighten the relationships. During the 
Länsimetro project a cruising trip to Tallinn was organized with Peab´s employees (Ibid.). 

Subcontractor Peab Foundation:  According to Tamminen Peab Foundation Sweden would 
have not been contacted any other person from Peab Infra if Juha Helin would have not been 
involved to the Länsimetro Urheilupuisto project.  Juha Helin and Kai Tamminen are both 
involved to the executive board of Peab’s Industry Business Area, where Tamminen is 
responsible for Swedish side and Helin for Finnish side and therefore they have a lot of 
interactions between each other. They have known each other many years but the 
relationship between is business related connection. This personal connection as well as the 
Peab policy to favor internal organizations according to Helin has positively influenced to the 
subcontractor selection for jet grouting process (Interview, Tamminen, 27.04.2013). 
 

Tamminen was not involved in any of the social activities concerning Länsimetro 
Urheilupuisto since being managing director he is only involved in the beginning of the 
process during the bidding and project gaining time (Ibid.). 
 
Subcontractor MBR: Regarding social interactions Haapimaa stated that any such activities 
have not been arranged in the Länsimetro Urheilupuisto project at least that he would be 
aware of. It is very common in the construction industry to arrange social activities which is 
good way to interact although the busy timetables are hindering for it (Interview, Haapimaa, 
07.05.2013). 
 
6.4.4 Problems 
 

According to Virtanen the problems in the project that has been between Peab Infra – 
Länsimetro and Sweco is caused by one detached stake of an anchor that is attaching the head 
bulks. That in turn caused movement in the head bulks which was serious defect that could 



Relationship embeddedness in the construction field – A case study of PEAB Ab  35 

have caused major problems and dangerous situations. The incident was researched by us, 
the constructor and geotechnical group from Swedish Peab, but no reason or explanation for 
the incident was found, said Virtanen. It is hard to say if it could have been prevented, 
Virtanen stated. The sub-contractor that was responsible for the works in that area, was a 
company with 10 years’ experience of similar assignments, said Virtanen (Interview, Virtanen, 
07.05.2013). 
 

All Finnish workers were on worksite from 7.00am to 4:00, 5:00 or 6:00 pm. It was surprising 
for Peab Infra and Länsimetro in Finland how short workweek Peab Foundation employees 
were doing. Swedish employees flew to Finland on Monday morning and started to work noon 
and flew back already on Thursday noon, meaning that only Tuesday and Wednesday were 
effective full working days (Interview, Helin, 30.04.2013). 
 

Important aspect of jet grouting is; that there should not be any minus grades during the 
procedure. Hence Peab Infra tried to rush by working harder and longer days during autumn 
in order to avoid winter work. As said earlier, Peab Foundation was unable to commit their 
employees for this and jet grouting was processed during December and January. 
Consequently these caused extra costs as all equipment were needed to be covered and 
heated up. Nevertheless, it didn’t delay the whole project schedule at all; it only had increasing 
cost effect (Interview, Tamminen, 27.04.2013). 
 

Peab Infra Finland was founded in 2010 and had done 4 different kinds of projects to city of 
Espoo. Due to the fact that the client organization Länsimetro and main constructor Peab Infra 
are currently disagreeing, consequently the relationship between the parties is not the best 
kind of relation. Peab Infra was needed to change construction site manager and foreman of 
the site (Interview, Helin, 30.04.2013). 
 

6.4.5 Project performance 

 
Main contractor Peab Infra - Managing Director: The contract between main constructor 
and client has not been so successful, even though the project is not ready either. Their part is 
in overtime, which is acknowledged by the client but it will be ready in August 2013. The price 
of the contract was initially 7 million Euros and it has been tripled to 20 million Euros. The 
argument between these two parts is based on economical matter and Peab Infra feels they 
should be much better regarding to technical documentations (Ibid.). 
 
Main contractor Peab Infra – Construction site manager: The According to Virtanen, 
Länsimetro Urheilupuisto project have strengthen Peab´s position in Finland, nevertheless the 
disagreements, the relationship with Sweco and Länsimetro is good and project continues in 
project site. It seems that the problems are currently mostly with the competitor 
Lemminkäinen. So Peab´s reputation surely is positive rather than negative, Virtanen stated. 
In Länsimetro Urheilupuisto project the common goal has been in focus Virtanen stated that 
they aimed to understand the requirements of Länsimetro and process them accordingly. 
Now they have been rewarded with the payment of the job well done (Interview, Virtanen, 
07.05.2013).  
 
Subcontractor Peab Foundation:  The work performance of Peab Foundation concerning jet 
grouting was satisfying the main contractor economically as it followed what was planned.  It 
was also proved by main constructor that Peab Foundation was technologically very skillful 
and experienced. Länsimetro as a main client acknowledged the high technical capabilities in 
regarding to implementation and documentations of Peab Foundation and offered the 
continuing jet grouting project for them. On the other hand the Peab Foundation could have 
better managed the working time issue by encouraging their employees to work more 
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efficiently. Peab Infra considered that the capacity and resources of Peab Foundation were not 
fully used in this project (Interview, Tamminen, 27.04.2013).   
 

Subcontractor MBR: According to Haapimaa their part of Länsimetro Urheilupuisto project 
succeeded well. There have not been any quality related problems with concrete in that sense 
MBR has succeeded well. The learning outcome which can be utilized in upcoming projects for 
MBR from Urheilupuisto project was related to managing the project time and filling the pipe 
castings even better (Interview, Haapimaa, 07.05.2013). 
 

6.5 Relational Embeddedness 
 
6.5.1 Cost related relationships 
 

Main contractor Peab Infra: Peab Infra, according to Helin, won’t have any customer 
relationship that could be regarded as loyal and open relationship and therefore they could be 
described as being more distant relationship. The public procurement process with its official 
routines and procedures, is not allowing to favor the loyal customers and many clients won’t 
even like to be in close, tied relationship with their suppliers. However, according to Juha 
Helin by having the more distant relationships with their clients it won’t affect negatively to 
Peab Infra’s competitiveness (Interview, Helin 30.04.2013). 
 

Main constructor Peab Infra – Construction site manager: Cost driven relationships are 
common and necessary, stated Virtanen. Offer requests are given to those that have been seen 
as potential sub-contractors and the cheapest have gotten the deal. But not all relationships 
can be distant and cost driven, unfortunately the cheapest is not the best, so in order to finish 
a project both close and instant relationships are needed, said Virtanen (Interview, Virtanen, 
07.05.2013). 

Subcontractor Peab Foundation: Tamminen feels that all relationships in construction 
industry are cost driven and price conscious, since even in the most loyal and closest 
relationships prices are always compared to the lowest or right price in the market. Very 
seldom, if ever, the project is gained with higher price offer. However, according to Tamminen 
it is impossible to be always the one with lowest price (Interview, Tamminen, 27.04.2013). 
 
6.5.2 Loyal relationships 
 

Main contractor Peab Infra- Managing director: The loyal relationship in construction 
industry according to Helin is open and honest whether the matter is work or economically 
related. The best and most loyal business partner do not necessarily has to offer the cheapest 
price, since there might exist other factors that weights more. For Helin the loyal relationship 
equals trust (Interview, Helin, 30.04.2013). 
 

For Peab Infra the most loyal relationship is between the Peab Industry which is the one 
producing the concrete piles for them. Peab Industry was supplying the concrete piles for the 
Länsimetro project. The relationship between them is open, honest and functioning well since 
these both units are physically located in same premises in Finland (Ibid.). 
 

From external suppliers Peab Infra has closer connection with rock blasting contractor, with 
whom all coming projects are check together.  According to Helin the rock blasting contractor 
is not the cheapest choice, but the relationship was developed to be closer relationship as 
both parties feel they can trust mutually each other. They have learned to work jointly and 
beneficially by utilizing the same workers (Ibid.). 
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Main constructor Peab Infra – Construction site manager: According to Virtanen loyal 
relationships in construction industry consist of interaction, partnership and trust between 
main contractor and subcontractor. The cooperation towards common goals in order to 
forward the project can be rarely experienced. In loyal relationship there is less conflicts. 
When the same persons are met, with who previous projects have been successfully done, it is 
more pleasant and easier to interact.   In a close relationships the sub-contractor is considered 
as ”our men” and it generates quality, competitiveness and transparency of pricing. It is not 
necessary the cheapest but the work is done properly with high quality and the view is in the 
future projects. This is applicable for both external and internal relationships, it depends 
totally on the experiences in previous projects, rather than if it is a company within Peab 
organization, Virtanen stated (Interview, Virtanen, 07.05.2013). 
 

Subcontractor Foundation: Tamminen described loyal relationships in construction 
industry that they are open and the parties are not taken advantages of each other in negative 
way in any situations. Loyal relationships can be disadvantageous in that sense that when in 
close relationship it is taken for granted that the other party comes although there would not 
be any available resources (Interview, Tamminen, 27.04.2013). 
 

Tamminen admits that being dependent 66% of Peab can affect negatively for Peab 
Foundation, if Peab goes bad it affects them also. It is hard for them to replace that amount of 
work with others. But on the contrary it is really good to have loyal relationships since to 
make them functioning well, less effort is needed to placed, bid can be always trusted and 
open conversation is possible. According to Tamminen the trust is not achieved easily, it takes 
long time and gradually through many projects you start to trust someone when it is seen that 
the quality is meeting requirements and you are not fooled (Ibid.). 
 

Subcontractor MBR: Loyal relationships in construction industry described by Haapimaa are 
important since they generate cooperative possibilities for future projects. In order to develop 
loyal relationship it requires well succeeded projects, good cooperation and honesty. Also it is 
important that if any complaints occurred they should be taken care of in due time, otherwise 
the relationship cannot develop further. According to him MBR has loyal relationships with 
Peab Infra and NCC (Interview, Haapimaa, 07.05.2013). 
 

The internal purchasing experienced by Haapimaa is a challenging and complicate process. He 
sees Peab’s policy favoring Peab internal organization as a good system that would provide 
good future opportunities, if it would be improved by developing open and trusted 
relationships between the partners. This could be done according to Haapimaa by ongoing 
interactions, new projects as well as through open and honest conversations (Ibid.). 
 

II Project 
 

6.6 P-Frami Parking house  
 
The first parking house in city of Seinäjoki is called P-Frami which is built by SeiPark Oy and 
designed by Arkkitehtitoimisto Jyrki Jääskeläinen. The construction contractor was Peab 
Infra. Parking house P-Frami has one underground floor and three floors over the ground 
which are giving all together parking place for 510 cars. The cost estimate of the project was 
6,6 million Euros (frami.fi, 2013)  
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Figure 9. P-Frami parking house (source: frami.fi, 2013) 

 

6.7 Structural embeddedness 
 
6.7.1 Project participants  
 
The main contractor of the parking house was Peab Infra and one of the selected 
subcontractors was Tensicon (Interview, Helin, 30.04.2013).  
 
Tensicon is the company established in 1982 by the founder Martti Kinnunen and specialized 
in post-tensioning and anchoring. For P-Frami parking house project Tensicon processed the 
post-tensioning work (Interview, Kinnunen, 03.05.2013). 
 
6.7.2 Responsibilities 
 

P-Frami is a parking house and the design of the building involves concrete vaults attached 
with tension wires. This tension part was constructed by Tensicon. Depending on situation 
Tensicon used 3 to 5 employees. Their part of a project started as delayed for one month due 
to the weather, which made a trick and the basement part of the building was flooding. 
However, Tensicon finished their work according to the timetable (Ibid.). 
 

6.8 Construction industry characteristics - bidding process 
 
6.8.1 Finding a project 
 
The reason Tensicon is getting direct offer requests according to Kinnunen is based on their 
30 years of existence, good reputation and being well known among contractors. There are 
only two to three companies in Finland that carry out post-tensioning and anchoring works 
(Interview, Kinnunen, 03.05.2013)  
 

Tensicon gives a bid to everyone who is requesting one. For P-Frami project Peab Infra asked 
a pre-bid for tensioning, in order to give a bid Kinnunen stated that they just needed the plan 
and the drawings. In this case it was a contract project and after pre-bid with few contractors 
Peab Infra negotiated further about specifications in order to close the deal entirely with one 
contractor (Ibid.). 
 
6.8.2 Project gaining 
 
The good reputation of Tensicon is based on their long existence, knowledge and expertise 
which have helped to create good working procedures in the way that makes their client 
satisfied. Kinnunen emphasized that Tensicon has permanent employees with Finnish origin, 
whereas other companies can use employees from Estonia and Russia (Ibid.). 
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According to Kinnunen the sub-contractor with lowest price for tensioning part in P-Frami 
parking house project got the contract. Due to fact that Tensicon offered the lowest price for 
Peab Infra they gained the project (Ibid.).  

 
6.9 Relationship development  
 
6.9.1 Knowledge and expertise aspects 
 
Kinnunen stated that P-Frami project was normal and standard project without any 
specialties.  For them there was nothing special in the project. Tensicon have done many of 
these kinds of parking houses. There was no need for changes in working methods. Tensicon 
was handed a ready-made plan and they brought their tensioning system and method. 
According to Kinnunen there was not many ways that could have been done (Interview, 
Kinnunen, 03.05.2013). 
 
6.9.2 Technological aspects 

 
Concerning of the technological aspects of P-Frami project, Tensicon added their part to the 
blueprints that was drawn by the construction structural designer. The procedure of taking 
care of technical differences and directing was main constructor´s responsibility but in P-
Frami project there was no such activities occurring. For Kinnunen the project was typical job 
following the same procedure and routines as usually without any new learning possibilities 
or innovations (Ibid.). 
 
6.9.3 Social aspects 
 

There have been very little or any social activities between Tensicon and Peab Infra.  
When visiting the work site, sometimes lunch with construction site manager has been eaten. 
The social activity according to Kinnunen has always taken place during the project time and 
based on business transaction. Back in old days it was common to arrange social activities, or 
trips to Lapland even outside the projects, but nowadays according to Kinnunen everyone 
prefers to spend their free time together with their families (Ibid.). 
 
The foreman of the construction site and accounting manager of Peab Infra are the persons 
Kinnunen is mostly in contact. If those persons would quit or go to work for other companies, 
it would not matter since the relationship with new person would become similar (Ibid.).   
 
6.9.4 Problems 
 
Only problem that aroused in the P-Frami project according to Kinnunen was weather 
conditions in the beginning which consequently delayed the project by one month. The 
basement part of the building was flooding. This gave the knowledge that in future projects in 
Ostrobothia area of Finland it is needed to stay out of in flooding time (Ibid.). 
 
6.9.5 Project performance 
 
Kinnunen felt that the requirements of the main constructor were clear and nothing 
exceptional was awaited from them. The part of the project where Tensicon was involved 
went well and their performance was good. In his opinion the main constructor succeeded 
also well since Peab Infra were very ambitious even though the start was delayed. With hard 
work and working over the weekends Peab Infra got it done according to the timetable (Ibid.).  
 



Relationship embeddedness in the construction field – A case study of PEAB Ab  40 

 
6.10 Relational Embeddedness 
 
Tensicon and Peab Infra has long term relationship that started over 30 year ago by the time 
when Peab Infra was not even existing, the former company was named as Seicon. Out of all 
projects Tensicon completes, the share of Peab is around 10%, in that sense. Kinnunen do not 
consider Tensicon to be dependent of Peab at all (Interview, Kinnunen, 03.05.2013).  
 

Out of all Peab organizations Tensicon is most often doing project for Peab Infra which are 
most often parking house or bridge projects.  The average is two projects per year for Peab.  In 
few occasions the projects are for Peab Construction. Additionally Tensicon Consulting, the 
company founded by Martti Kinnunen’s son, have done the post-tensioning for the bridges for 
Peab Infra, so the relationship has been extended to that side too (Ibid.).  
 

For him Peab is a one important client, among other. The relationship is not close or distant in 
its character; it is purely professional and related to business matters. The cooperation with 
Peab according to Kinnunen is similar compared to other construction companies. It was 
based on similar procedures and routines. For him every customer is equally as important 
(Ibid.). 
 

6.10.1 Cost related relationship 

 
According to Kinnunen, relationships in construction industry are more cost driven, since the 
aim for lowest price defines whole industry. Money is the most important aspect when 
choosing a supplier, the quality requirements has to be fulfilled but the one offering lowest 
price will get the project. Kinnunen felt that no argument support ordering with higher price if 
the same quality can be produced with less costs by someone else (Ibid.). 
 

6.10.2 Loyal relationships 

 
According to Kinnunen, loyal relationships in construction industry means, that for the 
projects like P-Frami, the main contractor has probably asked for pre-bids from around 10 
different subcontractors. The ones who have given the price in advance should also be the 
ones with whom Peab Infra will process further. Therefore the ones who have not given pre-
bids should not even be considered otherwise it would not be fair or loyal (Ibid.). 
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7 
ANALYSIS AND DISCUSSION 

This chapter presents an analysis that combines and discusses the empirical findings with the theoretical framework 
presented in earlier chapters. 

 
When considering how embeddedness affects business relationships within the network, it 
has to be observed through the structural and relational dimensions. With structural 
embeddedness the focus is on configuration of the existing network with all the hierarchical 
ties and connections whereas the relational embeddedness gives the essential features of the 
quality of those relationships within the network.  
 

7.1 Structural embeddedness 
 
The structural characters of network according to Nahapiet & Ghoshal (1998) can be 
presented by connectivity, centrality and hierarchy of the actors involved as well as 
presenting whether the people and units are linked to each other by weaker or closer ties. The 
structural embeddedness can exists in variety of levels, but relevant to Peab situation is that 
the focus is on dyadic and inter-organizational level. 
 
On the dyadic level the interaction happens between two parties. In the Peab network there 
are internally formed ties with other Peab units and externally formed ties with partners 
outside of Peab Group. In the figure 10 below the internal connections are marked with red 
color and external connections are with black color. The model is representing only the 
relationships that were examined during the interviews based on the two projects where 
Peab Infra Finland (Civil Engineering) was main constructor.  Under the business area the “S” 
represents Sweden and “F” represents Finland.  

Industry ConstructionCivil engineering

S

HQ

Peab
Foudation

F
Peab 
infra

F

NCC

Tensicon

MBR

Länsi
metro

F

 
Figure 10. Example companies’ structural embeddedness in the Peab network 

 
The Finnish Peab units have close connection with each other which is based on the fact that 
they are working in same office and Juha Helin is the managing director for Peab Industry and 
Peab Civil Engineering in Finland. The tight connection between Peab Foundation Sweden and 
Peab Industry Sweden is due to fact that Tamminen is the board member of Peab Industry 
Nordic. These internal ties of Peab represent the structural embeddedness since they are 
closer than compared with the external ties where the partner selection is through the 
bidding process. The interaction between Peab Infra and Länsimetro is weaker due to the fact 
of public procurement process, which is always based on the price factors. Peab Infra and 
Tensicon has slightly stronger connection, since they have formed own kind of contacting 
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pattern and have average of two projects together per year. From MBR point of view the NCC 
is as important client as Peab Infra, but the difference is that the NCC selects MBR only 
through bidding process where price is the most important factor, whereas in Peab Group 
MBR tend to be selected automatically without need for formal bidding process. The 
respondents were confirming that in the partner selecting situation those companies with 
previous cooperation, are most likely to be favored. From the structural point of view, the 
established tie has tendency to grow stronger when time goes past. It is due to the reason that 
finding new partner is costly and time consuming as Hagedoorn (2006) states. Findings 
indicate that in the Peab network, when a project has succeeded, cooperation in future 
projects is apparent with those subcontractors that previously cooperation have occurred. 
 
7.1.1 Business network of Peab 
 
In this research the inter-organizational level treated to be equivalent to company network, 
and the case company Peab AB is the chosen example.  The structural embeddedness on this 
level is based on the ties from the dyadic level but also it exists in the Peab network, the firms 
are tied together with relatively strong ties and the companies sustain and repeat multiple 
ties within their group as Hagedoorn & Frankort (2008) stated. 
 
According to Ritter et al., (2003) the industrial market network includes both horizontal and 
vertical links where one company is the connecting link.  The Peab network consists of the 
interdependent relationships and form a complex organization that is aiming to handle and 
provide the total construction process from start to end, which includes internal & external 
suppliers, internal & external clients among other stakeholders. All these relationships are 
interdependent on each other directly or indirectly and creating part of greater whole, that 
cannot be produced alone or in isolation as stated by with Håkansson & Snehota (1995).   
 
The organizational structure of Peab is divided into three specific business areas that are 
focusing on different parts of the construction phase, where Peab Industry is focusing more 
on foundation related works and Peab Civil Engineering (Infra) to civil engineering and 
infrastructural projects. The actual construction process is provided by the companies that 
are belonging to that specific business area. Peab Foundation (Sweden) and Peab MBR 
(Finland) are both focusing on foundation work, where Peab Foundation is strengthening the 
ground by piling, the MBR is proving the concrete and strengthening the ground by concrete 
castings. This way each Peab’s business area and the companies involved are unique part of 
the organization where the responsibility and management is delegated to lower levels of 
hierarchical ladders in order to achieve better performance and effectiveness. 
 

The main strategy of Peab is set up by the Head Quarter and following all the way down of the 
hierarchy ladders of the network structure.  Each company in Peab network is belonging to 
one of the business areas with business area plan and own company plan which is derived 
from the main strategy. This way the subsidiaries’ strategies cannot exist with conflicting 
interest. Peab’s vision is to be a Nordic company and for Peab, Nordic is Finland, Sweden and 
Norway. Since this vision is defined in top level, Peab Foundation can follow it. In that sense 
moving to Finland is according to Peab’s main plan and acceptable. As Peab Foundation is 
planning to enter Finnish market it is their job to manage it. Entering Finland by using their 
own organization, machinery and calculating their jobs is up to Peab Foundation how they 
operate it. But the bigger investments would affect whole corporation’s financial results 
which have to be reported with acceptable cost calculations and benefits that will be 
investigated by other party. 
 

Peab market position is strongly influencing the economic performance of its organizations 
where in Sweden Peab is one of the three leading construction companies, whereas in Finland 
Peab’s share of the market is really small. Peab Foundation is depending on its network, since 
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66% of all their projects are internal, in this sense when it goes bad for Peab it will affect them 
much, since that amount of connections is hard to replace elsewhere. The dependency of Peab 
for Peab Foundation is even greater in Finnish market since their only connection is Peab 
Infra. As said, the Peab position in Finland is so little that in order to have economic benefits 
Peab Foundation should create their own customer base concerning more external 
organizations. Due to Peab’s low market position in Finland, MBR has not been able to be as 
dependent on Peab since it might cause loss opportunities with other customer as Uzzi (1997) 
claims with phenomena of over embeddedness. In order to survive they have needed to find 
more external project possibilities. The summary of the aspects influencing relationships in 
the Peab network are as follows. 

Technological aspects have great importance (IMP Group, 1982) and the Peab network 
findings supported that it influences the choice of subcontractor, which has to have the right 
technological capabilities and equipments in order to gain the project in the first place and 
also to perform in successful way. The connections and relationships that exist in the Peab´s 
network and bring technological solutions are important. Since each of the construction 
industry projects is different and Peab Infra Finland owns only few machines, it means that 
they are dependent to find the right subcontractors with right machinery and technological 
solutions for the projects, as was the case in Länsimetro and P-Frami projects. 
The size of the company and its market position affects the relationship between the 
parties involved (Ibid). Even though Peab is small in Finland, in Nordic level Peab is a big 
corporation with leading market position in Sweden, it gives trustworthiness and 
subcontractors can have confidence in getting paid. However, in order to survive the Peab 
units cannot be dependent on Peab projects due to low market position; therefore the 
external connections in Finnish market area are important. 
Individuals are the ones that are interacting and making decisions on behalf of the 
company (Ibid.). The capabilities, experience and reputation that the individuals’ possess 
are crucially important in Peab network where each business area and company has focused 
on their specific narrow construction area. The persons involved are representing their 
companies and acting on behalf of them.  

 

7.2 Relationship development towards embeddedness 

 
The relationship development as suggested by Forsgren et al., (2005) is incremental process 
starting with weaker ties where the interaction and exchange process would have outcome of 
arm’s length relationship. Whereas on the other end of the relationship process are based on 
stronger ties where the interaction and exchange process  has create the relationship closer, 
trusted, more information shared and joint problem solving, described as embedded 
relationship. Due to this reason the relationship development is treated as process towards 
relational embeddedness. 
 
In industrial market according to Uzzi (1997) exists arm’s-length and embedded 
relationships. In the context of Peab network these both types of relationships are found, 
although the construction industry characteristics in terms of bidding process, project type 
and contract forms are influencing the business relationship in the way that the division 
between these two types is not often so clear. Even if the relationship is developed or 
undeveloped, a minimum degree of trust would exist in each economic exchange, as presented 
by Staber et al., (1996). The findings indicated that even in the cost-based relationships, there 
is a need of trusting the subcontractor in order to be sure that the work will be done. Peab 
network relationships in this research formed following illustration where the relationship 
concerning Tensicon and Peab Foundation has parallel features of both relationship types. 
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  Figure 11. Relationship types in the Peab Network 

 
The two projects that has been observed in this particular research is only covering the tiny 
part of whole relationship history, but has influenced to the relationship development with its 
part. In this point it is important to notify that the Peab organization has been in Finland 
around 10 year. 
 
Peab Infra – Länsimetro: The public procurement process emphasized the price factor and 
arm’s length relationship between the main contractor and client. Since this kind of projects 
are is publicly shown in Hilma web system (the Finnish web page for public construction 
projects) each of the offeror has same possibilities to gain project if the references and “Rala-
documentation” (see Appendix 4) requirements are adequate. 

Time: This didn’t affect to the relationship development since in public procurements the 
history or length of the relationship do not matter, the bid is won based on price. 
Adjustments: During the bidding process phase many adjustments were made to the actual 
plan, which was initiated by the subcontractor. Client accepted the changes, which proofed 
that all parties are committed to the mutual goal and some trust occurred. However, the 
parties are still at the current time having arguments concerning payments which has hurt 
relationship development.  
Learning: Länsimetro Urheilupuisto project is the biggest infrastructure project in Finland, 
and the underground projects are not common there. Therefore both parties have learned. 
But due to the arguments between the parties they have also learned negative side of each 
other. 
Exchange: Actual construction project is the service delivery exchange with all the 
necessary information, money and social exchange involved. The process is not yet finished 
since there are arguments concerning the payments going on.  
Technology: In order to gain the project the adequate references and Rala-documents were 
needed to ensure technological capabilities and experience. However, the real technological 
expertise has come from the Peab Infra subcontractors. Therefore technology did not 
develop the relationship in any direction between the parties. 
Commitment: The relationship development between Peab Infra and Länsimetro in the 
Länsimetro Urheilupuisto project is based on exchange of the service, meaning having a 
construction project together. During the project adjustments, learning and problem solving 
has occurred which would indicate that relationship progress towards some term of 
closeness, trust and commitment. The relationship between Peab Infra and client company 
Länsimetro is still having opposite character, since the clients in public procurement 
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process are not willing to share exclusive relationships but preferring arm’s lengths 
relationship. Thus, next time when Länsimetro or city of Espoo would have a project to offer 
it would be on price matters and therefore the relationship is regarded as arm’s length 
featured relationship. 

 
Peab Infra- Tensicon: The relationship between Peab Infra and Tensicon is long term 
relation where the pattern of regular transaction routines by average of two projects within 
the year is formulized. Also due to special tension capabilities of Tensicon which only limited 
companies in Finland are provided therefore the focus of the relationship is not purely 
transaction based.  

Time: The parties have long history with many years of cooperation, which is indicating 
frequent and repetitive transactions that has developed relationship closer. In 
subcontractor selection stage it has positive effect.  
Adjustments: Peab Infra has allowed Tensicon to do adjustments to the construction 
documents if it is needed, since Tensicon is one of the few providers of tension. The project 
started late, and therefore Tensicon among other subcontractors was needed adjust to the 
situation.   
Learning: Although the tension capability is requiring special knowledge and only few 
providers exists, for Tensicon it is standard procedure and the P-Frami project and technical 
issues were similar to any other tension project. This was not novelty project, this gave 
experience of cooperation together which they have experienced many time before. 
Exchange: As a subcontractor Tensicon delivered what was required, and due to the little 
amount of adjustments the exchange was rather standard process which satisfied Peab Infra 
and they paid for the service. The high involvement was not needed. 
Technology: Since there are only few providers of tension related services in Finland, 
Tensicon is known with good reputation. It has influenced to the relationship positively as 
Peab Infra trusts them and their capabilities. 
Commitment: Tensicon´s and Peab Infra´s relationship has developed during the years to a 
stage where the parties have learned to trust each other through frequent interactions. 
Therefore the co-operation is smooth and do not require any high-involvement features 
from either party. Although this would indicate closer relationship, for Tensicon the Peab 
Infra is like any other client. They gain projects through the bidding process if they have 
lowest price. 

 

Peab Infra- Peab Foundation: In terms of project gaining, it was due to the long personal 
history and relationship between top managers of Peab Infra and Peab Foundation as well as 
Peab’s policy to favor internal organizations. This is showing that relationship is close and 
embedded. Also by allowing Peab Foundation to influence construction document changes in 
such way was indicating that there is trust between the parties. The price being higher than 
competitors was also showing that the relationship is more embedded than arm’s length. 
However, the Länsimetro Urheilupuisto project was first between the parties and there is no 
regular transaction base which in that sense won’t support that the relationship is as loyal as 
it can be, since the loyalty is gained through number of projects together. 
 

Time: The personal connection between top managers of both parties has been the initiator 
to the first project together. It made the Länsimetro Urheilupuisto project possible.  
Adjustments: During the bidding process phase many adjustments were made to the actual 
plan, Peab Infra trusted Peab Foundation’s expertise due to their highly respected 
consultant and due to the personal connection between Helin and Tamminen. The Peab 
Foundation was not able to adjust their time table the way that jet grouting would have not 
been done during the winter months. Since it increased the costs, it influenced negatively to 
the relationship development. 
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Learning: Since there is no previous project history, this first project together gave 
experience of cooperation together. Länsimetro Urheilupuisto project is the biggest 
infrastructure project in Finland, and the underground projects are not common there, 
therefore both parties gained valuable learning opportunity of jet grouting which is not 
commonly used method in Finland. In this sense the first project influenced a lot to the 
relationship development and can be used as a reference for other similar projects. 
Exchange: As a subcontractor Peab Foundation delivered what was required and beyond 
since they had big influence in the beginning of the project to the construction documents. 
In the beginning the high involvement was needed.  
Technology: Since there are only few providers of jet grouting services in Nordic, Peab 
Foundation and their highly skilled consultant influenced to the relationship development 
positively and Peab Infra trusted them and their capabilities 100%. This is important factor 
between the parties since the special technology is providing Peab Foundation the 
opportunity to develop further the relationship with Peab Infra. 
Commitment: Even though Peab Infra and Peab Foundation have not had more than one 
mutual project, this first project has not started as arm’s length terms like Forsgren (2005) 
suggests. The personal relationship and internal network connection has influenced to the 
relationship the way that some trust and commitment is already existing. However, Peab 
Foundation was not able to finish jet grouting before winter months and increased the cost 
which has affected negatively to the relationship. In order to gain the highest form of trust 
and loyalty more projects together would be needed.  

 

Peab Infra- MBR: The relationship between Peab Infra and MBR has most embedded 
characteristic, since Juha Helin is the managing director for both units. MBR gained the project 
purely on embedded terms, since their part was automatically counted in. This is done in most 
of the projects when Peab Infra is main contractor. However, MBR is not highly dependent on 
Peab relationship since only 10% of the total projects are Peab related which protects them 
from not losing the opportunities from external parties and being in overembedded 
relationship. 
 

Time: The relationship has developed during the time, the acquisition of MBR part of Peab 
Finland has been the initiator of the cooperation. 
Adjustments: During any project time management is the main reason for adjustments. 
This is due to concrete castings that certain condition has to be done in construction site 
which makes it possible for MBR to arrive. The concrete is often produced close, as in 
Länsimetro Urheilupuisto project once the concrete was produced it was needed to utilize 
within 3 hours.  This influences the relationship getting closer.  
Learning: Through large scale projects as Länsimetro Urheilupuisto project was, MBR had 
opportunity to learn more about scheduling and casting the concrete. 
Exchange: As a subcontractor MBR delivered what was required, higher involvement was 
needed during the process to plan the starting date. The social exchange between Peab Infra 
and MBR is frequent, principally because they are both located in the same office premises.  
Technology: Concrete casting is not requiring as special skills as jet grouting or tension part 
was, and therefore other providers for concrete can be found. However, due to the logistical 
and time management reasons, it is more convenient to have close relationship with the 
concrete provider in order to secure supplies in short notice.  
Commitment: The relationship between Peab Infra and MBR has most embedded 
characteristic, since Juha Helin is the managing director for both units. MBR gained the 
project purely on embedded terms, since their part was automatically counted in. Due to 
this reason also the level of the commitment can be regarded as the highest.  

 

By observing the answers relating to relationship types the price conscious cost driven terms 
were emphasized by all respondents in the bidding process, since it was always emphasized 
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that the one with lowest price gets it. In contrary to the academic literature where close 
relationship and price consciousness are two opposite factors, construction industry setting at 
least in Peab network the low price and close relationship goes hand in hand. Through their 
trusted relationship they get a last chance to give lowest price. If in loyal and trusted 
relationship the client can say what prices others have given or even show the offers from 
others. Nearly always the lowest price determines who gets the project, but through the 
trusted relationship the price can be adjusted at least to same level as the competitors and the 
advantage to have last chance to bid is gained. Moreover, by having the close trusted 
relationship is giving better position to gain projects, since no one likes to give a project to 
someone who you really don’t know. In such case price should be much lower, in order to be 
worth of taking that risk.   
 

7.3 Relational embeddedness 
 
How the relationships were embedded by its connections and configurations within the Peab 
network was examined through the structural dimension. The quality side of these 
connections that exists as a form of closeness, commitment and trust is observed through 
relational dimension.  
 
The level of the commitment in the previous part 7.2 Relationship development – towards 
embeddedness indicated the results of relational embeddedness. It was also pointed in the 
research findings that the trust is gained through number of repeated construction projects 
by gaining more experience through projects accomplished together. Once they have learned 
what the other party is capable to deliver and whether it is trustworthy partner it strengthens 
the relationship and helps to build up the trust as Blankenburg Holm et al., (1996) states. 
Hence the previous project history, the references from successful projects and reputation 
were all important factors when selecting partner. Then when the trustworthiness is secured, 
the relationship can grow further and develop even closer and even more trusted between the 
partners. In Peab network by utilizing the internal relationships also the feeling of unity and 
consistency increases which helps the partners to become closer. 
 
Findings of the Peab network respondents confirmed the benefits of being close to the 
partners. The construction site manager is the key person of the entire construction 
production and involved with all subcontractors from beginning of the project to the very end. 
For him the smooth construction process doesn’t exists since there are always some 
challenges. However, according to him the process is more flexible and less difficult with 
subcontractors being closer and trusted than with relationship being opposite with their 
character. It was also emphasized by the respondents that with the closer partners the 
predictability is better, since it is more secured that the quality requirements will be met by 
them than with the unknown partners that On the contrary by the unknown partners without 
previous project experience it is not secured. In that sense it is easier to coordinate the closer 
relationships when both parties know the people, organization and their capabilities.  
 

7.4 Construction industry and relationship embeddedness 
 
The projects in construction industry according to Jones & Lichtenstein (2007) are complex 
undertakings which are in Peab network through activities involving numerous people, and 
requirements that have mutual goals set by the owner. Therefore the performance and 
effectiveness of Peab organization is affecting not only to the project performance but also to 
performance and economic development of others in the network through its interdependent 
relationships as Håkansson & Snehota (1995) advocate. The difference is that the 
construction industry project is a shared activity for limited period of time and when the 
activity is completed by the construction company involved, the goal for that part is gained 
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and the contract dissolves. But being part of Peab network and its strategies and goals they 
have to be respected for lifetime. As the Peab policy suggests to favor internal organizations 
compared to external ones, by always utilizing Peab in the projects the money would stay in 
Peab Group and in that sense beneficial for the whole network. 
 
As Dubois & Gadde (2000) stipulated the main constructors are greatly dependent on 
subcontractors and building material suppliers; this same came across through the responses 
of Peab network. In this sense the close relationship between subcontractors and main 
constructor can be regarded more “meaningful” than between other subcontractors since the 
construction site manager is often the one who selects the subcontractors alone at least when 
Peab Infra is main contractor.  It was pointed out that the price set up by the subcontractors 
should always be compared against the right price or lowest price in the market or otherwise 
Peab would not be competitive against its competitor and lose the bid. The strategic choice of 
Peab HQ to favor its own organizations is also an example how they aim to make the most of 
the internal resources as possible.  All Peab respondents were considering that is beneficial to 
be part of Peab network although some negativity was also acknowledged. This would also 
support closer and longer-term-oriented relationship development. 
 

Gadde & Dubois (2010) were acknowledging embedded relationship condition that buyer 
seller relationship has been involved with each other for long time but they claim that the 
relationship is still irregular. However, this claim was not supported by Peab Network 
findings. Each of the subcontractors except Peab Foundation had their own routines of how 
often and how many projects were Peab related and which type of work they were producing. 
According to Brown et al., (2001) the one-off construction project character, do not favor 
long-term business relationship development. This was also opposite in Peab network, in case 
when Peab Infra was a buyer they actually are not willing to switch suppliers from one project 
to other, despite they are more willing to choose the ones they know, in that condition that 
price is competitive by the supplier. It was also highlighted with Länsimetro Urheilupuisto 
project that majority of subcontractors were the ones they have been used in previous 
projects. Therefore Peab Infra as a main constructor favors continuous transactions with 
known actors to secure the quality requirement. It was also pointed out that the willingness to 
select unknown supplier for the project the price has to be exceptionally lower in order to 
cover the risk, in that sense also relationships in the Peab Networks supports embedded 
relationships condition. 
 

The external relationships were having more arms’ length features.  Each company in Peab 
network was specialized to their core capabilities and in the projects they also performed as 
highly specialized subcontractors to the main contractor. According to Eccles (1981) every 
construction project is seen as a unique combination of input factors that are needed to finish 
the project, which would advocate that adaptations would be needed. However, the Peab 
network respondents were not entirely supporting this claim. Construction project was 
unique setting and the subcontractors are utilizing special techniques although for them the 
methods and technology used are similar from project to project. The need for adaptation 
came across with construction documents and time management issues, otherwise the 
adjustments and participation is not needed. Therefore Peab network findings are supporting 
the Gadde & Dubois (2010) that closer collaboration with contractor / subcontractor would 
not need high-involvement embedded relationship. In this sense the actual construction 
procedure at least in Peab context is supporting arms’ length relationships. Each 
subcontractor are focused on their special area that they are not needing or willing to know 
what other subcontractors are doing. However, when problems arise the high-involvement 
and closer participation is emphasized, but it is then between the subcontractor and main 
contractor.    
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8 
CONCLUSIONS 

The conclusions have been drawn from the analysis carried out with a purpose of answering the research questions 
of the paper. 

The main purpose of the research was to examine how embeddedness from structural and 
relational perspective influences relationship development and to reveal which level of 
embeddedness is favored in the construction industry network by examining two projects of 
Peab AB. In order to achieve this purpose the research has focused on the following question: 
 
How does embeddedness influence Peab’s business relationships within its existing network in 
the construction industry? 

 
The qualitative case study approach towards the research has helped in the process of gaining 
deeper understanding of this purpose. In order to answer the research question the theories 
within industrial marketing of relationship development and network perspective as well as 
sociological theories of structural and relational embeddedness were applied and utilized as a 
foundation of the conceptual framework (figure 4 and figure 5) which allowed to analyze and 
evaluate the empirical data that has been gathered during the research study. 
 

 Structural embeddedness of Peab supports close internal ties and longer-term 
external ties 

The business network of Peab provides the total construction process from start to end. Each 
company has its own special focus area and by decentralized structure they are allowed to 
decide and manage the company the way it suits best for them also in terms of business 
relationships. However, the internal policy in Peab is to favor the own organizations, in order 
to create stronger network and economical value for the whole corporation.  
 
The findings in Peab network were opposite than Gadde & Dubois (2010) and Brown et al., 
(2001) claimed; the one-off construction project character, do not favor long-term business 
relationship development. In Peab network it was opposite. Once the connection has 
established it has tendency to grow stronger as the time evolves since the partners with 
previous history are most likely to be favored in selecting situation. The Peab network 
supports closer internal ties and longer-term-oriented external ties and therefore the internal 
ties tend to become stronger compared to the external ties. 
 

 Peab’s leading market position in Nordic gives trustworthiness. Due to weaker 
position in Finland Peab units should find external relationships  

Peab’s leading market position in Sweden influences strongly to relationship establishment as 
in the Nordic level it is a big corporation which gives certain trustworthiness of secured 
payments for subcontractors. On the contrary Peab is small in Finland and in order to survive 
the external relationships and projects are needed to be found since it is not enough projects 
if being dependent on them in the Finnish market.  
 

 Relational embeddedness in Peab supports close relationship 
In the Peab network respondents confirmed the benefits of being close to the partners. With 
the closer partners the predictability is better and the relationships are easier to manage 
when people, organization and capabilities are known. It was also pointed in the research 
findings that the trust and commitment is gained through number of repeated construction 
projects where more cooperation, adjustments and learning has been experienced together. 
Once they have learned what the other party is capable to deliver and whether it is 
trustworthy partner it strengthens the relationship and helps to build up the trust. In Peab 
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network by utilizing the internal relationships also the feeling of unity and consistency 
increases which helps them to become even closer. 
 

 Technological, social and knowledge aspects develop relationship as they give 
business opportunities 

Technological matters have great importance to relationships as it influences the choice of 
subcontractor. In order to gain the project in the first place requirements for right 
technological capabilities and equipment is set up in order to be able perform successfully. 
The connections and relationships with different technological capabilities that exist in the 
Peab´s network are important. The technological aspects are also determining the knowledge 
and information sharing. The one with most knowledge can influence the construction 
documents and required adjustments, which is not based hierarchical terms but in expertise. 
Social connection was always business related and it gives business opportunities. 
 

 In actual construction process arm’s length type relationship is favored if no 
problems occur  

Construction project is unique setting and the subcontractors are utilizing special techniques 
although for them the methods and technologies used are similar from project to project. The 
need for adaptation came across with construction documents and time management issues, 
otherwise the adjustments and participation is not needed. Therefore Peab network findings 
are supporting the Gadde & Dubois (2010) that collaboration with contractor / subcontractor 
would not need high-involvement embedded relationship if no problems occur. 

 

 In Peab low price equals close relationship 
In contrary to the academic literature where close relationship and price consciousness are 
two opposite factors, in the Peab network the low price and close relationship goes hand in 
hand. Almost always the lowest price determines who gets the project, but through the 
trusted relationship the advantage to have last chance to bid is given or at least the price can 
be adjusted to same level as the competitors. The public procurement process favors arm’s 
length type of relationship, but the Peab network policy favors internal units and creates the 
relationship more embedded.   
 

 Successfully performed projects develop relationship as they give future 
opportunities and strengthens the network structure 

The empirical findings from Peab network further developed the linear conceptual model (see 
figure 5) by following way illustrated in the figure 12. The repeated interactions and 
successfully performed projects were recorded as development in social and personal 
connections and as accreditation to the official references and Rala codes. The formalized 
acknowledgements are regarded as a proof of successful project operation and experience 
that is also valued as a better trustworthiness by the main constructor when choosing 
subcontractor for next time. The positive experience will generate repeated transactions with 
the partners in relationship that is more arm’s length nature. The positive experience 
between internal partners makes the internal partner utility more pleasant choice. These 
ways the relationship develops further by strengthening the connection between partners, 
which also further strengthens the network structure as partners considers it meaningful to 
be part of the Peab network.  
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Figure 12 Development of simplified conceptual framework model 

 
Regarding Peab Foundation´s establishment to Finnish market, this research would indicate 
that it is beneficial to be part of Peab network. However, they should not be too dependent of 
internal relationships and projects but instead find external partners. Additionally they 
should be aware that the relationships development is long-term process where close, 
committed and trusted relationship involves many projects, before the relationship has 
developed to embedded stage, the projects are gained only through lowest price condition. 
 
In conclusion this combination of industrial marketing theories of relationship development 
and network perspective, construction industry characteristics and sociological theories of 
embeddedness is possible. This combination facilitated in depth understanding of 
relationship embeddedness in the construction industry. The conceptual framework with the 
two models proves that it is feasible to study both structural and relational perspectives of 
embeddedness as these dimensions are complimenting each other. The results demonstrated 
in the construction industry conditions the relationships can have both arm’s length and 
embedded features that shapes the both structural and relational settings of embeddedness.  
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9 
FUTURE RESEARCH RECOMMENDATIONS 

The future research recommendations offered here would help to make more in depth analysis of relationship 
embeddedness in the industrial marketing context. 

In this study the interaction model and network perspective were combined with structural 
and relational embeddedness and observed in the construction industry context. This study 
concerned the projects that were already processed; although it would have been interesting 
to do observations between longer periods of time to see how social structures would change 
in relation to reduce uncertainty between the different projects. In such case, the roles, role 
behavior and knowledge content would be needed to observe, in order to see how social 
embeddeness provides mechanism for coordinating exchanges in order to reduce uncertainty. 
 
Since this enhanced interaction model of Håkansson et al. (1985) with structural and 
relational embeddedness is not used as such, it would be recommended to investigate how 
these conditions affects company performance. The theories by Ford et al., (2011) suggest 
that when company within the network has too many embedded relationship it can be seen as 
a burden and hindering the opportunities gained with other relationship. Therefore the study 
of the optimal level of embedded relationships in comparison to relationship with weaker ties 
could be beneficial due to practical reasons for companies operating in construction industry. 
Moreover, by studying the influence of embeddedness in business networks, in construction 
industry, but emphasizing the research on the economic aspects in order to find out whether 
it is affecting positively or negatively the economic outcome, would be an interesting angel for 
further studies. 
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Appendix 1 – The interview guide in English 
 
 
 
Please type your answers after the question to the blank area (you can use as much space as 
needed). If any challenges with the intention of the questions, answer the best of your 
understanding. Try to be as descriptive as you may. Answering in Swedish, English or Finnish 
language is accepted.  Any questions, please contact, email: seg09001@student.mdh.se, 
msn12016@student.mdh.se 
 

NAME:__________________________________________________________________________________ 

POSITION: ______________________________________________________________________________ 

NAME OF THE COMPANY:  _________________________________________________________________ 

PROJECT:________________________________________________________________________________ 
 
 

 Less than a year  4 – 5 years 

 1-3 years  More than 5 years 

      

 
 
          Unsatisfied    1   2   3   4   5 Satisfied 
 
Please, specify your answer: 
 
 

 
 Total Entrepreneur/ Main constructor  Material supplier 

 Subcontractor  Client 

 Consultant  Other, please specify 

Please, specify your responsibility area (in terms of influencing the decision making): 

 

 

 

a) What your company does?  

 

b) What Peab business area you belong?  

 

c) What are the most typical projects and to whom you work for?  

 

d) How big share of all the projects are for Peab? Please name the main units and if possible the contract 

type. 

 

 

a) How you find projects to bid?  

 

b) How you find this specific project to bid?  

 

c) What are the key factors of your company’s competitiveness in term of gaining projects?  

 

d) What were the main reasons you gain this specific project?  

4. COMPANY BACKGROUND 

MASTER THESIS 2013 
RELATIONSHIPS IN PEAB NETWORK 

2. HOW SATISFIED YOU ARE FOR YOU CAREER CHOICE IN PEAB?  
Please use scale from 1 to 5 where 1 stands for “unsatisfied “and 5 stands for “satisfied” 

 

1. HOW LONG YOU HAVE BEEN WORKING IN PEAB? 
 

3. IN TERMS OF PROJECT NAMED ABOVE, WHAT WAS YOUR COMPANY’S RESPONSIBILITY AREA?  
 

5. PROJECT / BIDDING 
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 e) What are the factors considered in supplier/client selection? Do you make the decision alone or in a 

group? 

 

f) How much importance the following factors were playing when selecting supplier for in this specific 
project? 
-  Technology 
-  Organizational Size, Structure and Strategy 
-  Organizational Experience 
- Individuals 

 

g) In this specific project were there any adjustments needed to do concerning following aspects? 
- Technical issues: 
- Administrative routines: 
- Information technology and Knowledge share: 

 

h) What are the key factors that determine the successful performance in construction projects? 

 

i) In terms of your performance in this specific project how you have succeeded? Others? 

 

 

 

a) The projects are on-off in their nature. How does this specific character influence the relationships? 

 

b) Describe the parties in this specific project? What kind of relationship you have with them and how 

long? What aspects they brought to this specific project? 

 

c) Would you describe the relationships here would be …. Please specify! 

- Short term/longer term 

- Distant /close  

- Cost driven / high involvement  

 

d) In terms of loyal relationship in construction projects, how would you describe them and what 

benefits it would bring?  Or disadvantages? 

 

e) In terms of distant, cost driven relationships in construction projects, how would you describe them 

and what benefits it would bring? Or disadvantages? 

 

f) In this specific project has any of the parties have such dominance that other involved should be 

followed even if would be undesirable? 

 

g) Have there been occasions when a company with whom you have close relationship would have used 

and taken advantage of your trust, commitment and willingness to make adaptations? Have this 

occurred in this specific project? 

 

h) How would you describe the main constructor’s role in this specific project and your relationship with 

them? 

 

 
a) Do the close relationships build upon personal and social relation or are they close on company level? 
 

6. RELATIONSHIP 

7. SOCIAL ASPECTS 
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b) Do there occur interaction with a partner outside a business transaction or is the activity between 
partners happening only during a project? How it has been in this specific project? 
 
c) In this specific project what complicate situations there have been? Who have helped to solve them? 
Why you turned to them?   
 
 
 

a) In terms of big projects, technological investments and relationship 
- Knowledge: How the technological knowledge is generated and to whom to rely? 
- Control: Who has control of the direction and how technological differences are handled? 
- Change: How beneficial technological change is brought to all parts of network? 
- Bundling: How to combine and coordinate the technology with all parts of network? 
 
 

 
a) The division / business area your company is involved in Peab network has their “superior” role 

affected to this specific project? How would you describe your relationship with them? 

 

b) Is there any other Peab subsidiary involved in this specific project? How would you describe your 

relationship with them? 

 

c) How Headquarter has affected to this specific project and your relationship with them?  

 

d) Do the HQ influence the choice of using a Peab´s subsidiary as supplier?  

 

e) In which occasions do you choose/not choose an inter-firm supplier? Are there positive and negative 

aspects about choosing an inter-firm supplier? 

 

f) Is there any external parties involved in this specific project? How would you describe your relationship 

with them? 

 
g) In the complex network how to fit your company strategy with Peab’s strategy? Is there any conflicting 
interest? If yes how to solve it? If no what are the key factors for it? 
 
h) Working in the complex construction projects, is the clients requirements always clear? How you 
handle the difficulties that constant identifying, clarifying, analyzing their perspectives might cause?  
 
i) Is there mutual engagement towards technological improvements, new innovations with Peab network 
organizations? 
 

 
 

Could you consider recommending other interesting project and contact person to participate this 
interview in order to gain better perspective of Peab network relationships? 
 

NAME:__________________________________________________________________________________ 

POSITION: ______________________________________________________________________________ 

CONTACT DETAILS:  _________________________________________________________________ 

PROJECT:________________________________________________________________________________ 
 

THANK YOU FOR YOUR PARTICIPATION!  
INTERESTED OF READING THE FINAL THESIS?  

YES  NO  

  

9. NETWORK 

8. TECHNOLOGICAL  ASPECTS 

10. FURTHER CONTACTS 
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Appendix 2 – The organization chart of Peab Finland  

 
 
(www.peab.fi) 
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Appendix 3– Länsimetro – Urheilupuisto station 
 
New underground line is starting from Ruoholahti Helsinki and heading towards west. The last station is Matinkylä Espoo. Peab Infra was involved in Urheilupuisto station, marked 
with black circle on the figure below.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(www.lansimetro.fi) 
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Appendix 4 – Rala documents 
 
In Finland there is used Rala - coding system for construction quality. Rala is objective 
approval organization which is observing the contractor’s organization, resources and 
references as well as giving approval codes for constructor equivalent which projects they are 
capable of producing. If contractor do not have Rala-codes, bid is still possible, if able to clarify 
some other way what capabilities the organization is having in order to success sufficiently 
through the project. 
 
The Construction Quality Association 

 
Established in 1997 by organizations representing the real estate and construction industry, 
the Construction Quality Association (Rakentamisen Laatu RALA ry) seeks to improve the 
standard of quality in construction and create favorable conditions for sound competition in 
Finland. RALA gathers and updates information on companies operating in this field, 
evaluates company performance, and issues competence and classification certificates. 
 
The services provided by RALA include RALA Certificate of Competence, RALA 
Certification and RALA Project Feedback. Over one thousand contractors and construction 
companies avail themselves of these services. 
 
By making use of RALA’s services, contractors can demonstrate their corporate responsibility 
and reliability as well as their level of skills and competence. Developers, in turn, can gain 
further assurance of the successful execution of construction projects by awarding the 
contract to a company with RALA Certificate of Competence and/or RALA Certification. 
Reliance on the services offered by RALA saves time for all the parties involved and helps 
reduce costs. The services are instrumental in improving the level of performance in the 
construction industry, creating favorable conditions for sound competition and combating 
unreported activities hidden from official view. 
 
A key role in RALA’s activities is played by the RALA Certification Board whose members 
represent a balanced range of expertise in the construction business. The Certification Board 
reviews applications for competence certification filed by companies and issues RALA 
Certificates based on the reports submitted by the reviewers. The Board includes four 
divisions: building construction; infrastructure construction; technical building systems; and 
engineering design and construction management(rala.fi, 2013). 
 

http://www.rala.fi/english/ 
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Appendix 5 – Jet grouting 
 
 
 

 

 

http://bahiaazul2010.blogspot.se/2010/06/tecnologias-utilizadas-pelo-programa.html 


