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Exploring the effects of the economic crisis on the way construction
projects are managed: The case of Greece"?

By Stavros G. Barmpas

Abstract

The objective of the specific research is to identify how the economic crisis has affected the
way construction projects are managed and to determine how project management should be
exercised amid an economic crisis.

The research identifies the adoption of more consistent project governance, more rigorous risk
management techniques and a more careful project portfolio management as the main areas
on which the economic crisis affected the way construction projects are managed. Most
importantly it shows that the economic crisis has contributed to the reemergence of project
management as a key competency within the organisational culture of construction companies.
In terms of how project management should be exercised amid an economic crisis, the
research shows that the main actions to be taken should include the development of an early
warning system, the formation of crisis scenarios and the formation of a crisis management
team in a context of tighter cost and risk control procedures throughout all the phases of the
crisis.

Keywords: project management, economic crisis, construction industry, crisis effects.

Introduction

The financial crisis, which followed the collapse of the subprime mortgage market in the US in
2008, very quickly spread all over the world with disastrous consequences for many countries
and a lot of people. One of the most severely hit industries both internationally and in Greece
was the construction industry with thousands of jobs lost and hundreds of companies shutting
down.

A lot has been written about the macroeconomic effects of the economic crisis on the
construction industry. A quick statistical data search can provide useful information on how
many employees have been fired, how many companies have shut down and how much value
added has been lost in the construction industry all over the world during the crisis years.

Regardless of how useful these statistical data are, they do not allow the understanding of how
the economic crisis has affected the way construction projects are managed and how
construction project management has changed and evolved during the crisis years. The
specific research deals with this very subject and explores the effects of the economic crisis on
project management, using the Greek construction industry as a case study. The objective of
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the research is to identify project management strategies adopted as a result of the economic
crisis and to propose an appropriate approach from the project management perspective for
dealing with economic crisis situations. In this sense the research questions to be answered are
as follows:

1 How has the economic crisis affected the way construction projects are managed?

1 How should project management be exercised amid an economic crisis?

Understanding how the economic crisis has changed the way construction projects are
managed is of vital importance, because it will allow the development of a roadmap from a
project management perspective for confronting economic crises of similar size/nature and the
identification of post crisis project management techniques adopted. The latter is also very
important, because it will highlight whether the limitation of resources caused by the crisis has
negatively affected the efficiency of the industry or else its capacity to deliver quality projects. It
is the ultimate responsibility of the researcher to bring such inefficiencies (if applicable) to light
and to propose corrective action.

Literature on the impact of the economic crisis on the way
construction projects are managed

Scott (2015) claims that the economic crisis was the number one event to impact project
management during the last 5 years and highlights that one of the most significant changes that
it brought was the rise of project portfolio management and the need for project managers to
wisely choose the projects that better fit their companies. The specific view is also supported by
Byatt et al. (2012), who mention the greater emphasis on portfolio planning of projects as one
of the key changes to the profession of project management after the global financial crisis. The
argument is further supported by Hruzova and Brunet-Thornton (2011), who identify project
prioritisation as one of the strategies that construction companies adopted in order to
differentiate and survive the crisis. Finally, Babu and Sudhakar (2016) in their research for the
favourable lessons learnt from the economic crisis have highlighted that investing only in the
prioritised project was the number one lesson learnt.

So it seems that one of the most significant effects that the economic crisis had upon the
discipline of project management was that it made companies understand that they should
move towards an optimal mix of projects and towards activities that can lead to the best
achievement of their operational and financial goals.

Another effect of the economic crisis upon project management, as the Project Management
Institute (2015) proposes, is that companies need to follow more rigorous risk management
practices. In order to strengthen this argument the Project Management Institute (2015)
presents a survey, which shows that companies using risk management practices manage to
have better project outcomes compared to the ones that do not (Figure 1).
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Figure 1 Risk management and project outcomes

73%
60%

Met original Finished on time Finished within
goals/business budget
intent
% among organizations % among organizations
that always use risk that do not always use
management practices risk management practices

Source: PMI (2015)

The specific view is also supported by Byatt et al. (2012), who mention that the approach to risk
management has become more sophisticated since the crisis and emphasise on the need to
proactively manage risk.

It is a fact that the concept of risk management is of vital importance for companies nowadays
and this can be largely attributed to the economic crisis. During the crisis years companies
needed more than ever to assess risks, mitigate threats and identify opportunities.

A further impact of the economic crisis on the way projects are managed seems to be the
greater emphasis on ensuring that there is a genuine governance of projects. As Byatt et al.
(2012) indicate there is a need for tighter control for authorising expenditure, budgets and
scope changes. Scott (2015) also mentions that there is a greater focus on project governance
since the economic crisis. Moreover, according to the findings of a survey conducted by Fister
Gale (2009), the most important changes that organisations had made with regard to project
management between 2007 and 2009 are: a) investment of more time in up-front project
planning and due diligence, b) more frequent measurement of project outcomes and ¢) more
often reviews to assess risks, evaluate milestones and determine ongoing value (Figure 2). All
these practices are associated with the so called governance of projects.
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Figure 2 Changes in project management procedures between 2007 and 2009

How has your organisation changed its procedures with regard
to project managementin the past two years?

Select all that apply.

(% respondents)

We invest moretimein up-front project planning and
due diligence now than we did two years ago

We measure project outcomes more frequently than we did two years ago

We conduct more frequent project reviews to assess risks, evaluate
milestones, and determine ongoing value today than we did two yearsago

Investing time and money in training project management professionals
has become more important to us inthe last two years

We rely more heavily on project management practices to help usachieve
project goalsthan we did two yearsago

Other

Don‘t know/Not applicable

Source: Fister Gale (2009)

This effect is due to the limitation of resources observed during the economic crisis. The
limitation made the need for enhancing effectiveness vital and it seems that it led companies to
the adoption of tighter governance control procedures in order to make sure that the limited
resources are not wasted.

Other effects of the economic crisis on the way construction projects are managed mentioned
by the literature are: diversifying to new markets, forming joint ventures with other Contractors
and emphasising on human resource management. Ling and Lim (2010) point out that
diversifying into new markets is a valuable strategy for construction companies when the
demand for new projects is reduced due to an economic crisis, with Horta et al. (2012) also
referring to this strategy as an important tool construction firms should apply. Forming joint
ventures and partnerships with other Contractors is mentioned by Bassioni et al. (2008) and
Jung et al. (2011) as an effective way of reducing costs and sharing risks. The management of
human resources is also an important element of the whole strategy a construction company
should adopt during an economic crisis. Zuo et al. (2015) state that retaining key staff members
during a crisis is very important as opposed to what many construction companies have done in
practice.

Finally, an effect that is widely mentioned in the literature is that the economic crisis has made
companies realise the importance of the profession of project management in their attempt to
improve their project delivery capability, as Scott (2015) suggests. Byatt et al. (2012) also agree
on that, stating that during the crisis years project management has been established as a
valuable way of providing surety and control to initiatives undertaken. In addition to this, Fister
Gale (2009) indicates that the economic crisis has made companies reaffirm their commitment
to project management practices and to support her argument she presents the findings of her
survey in which 80% of the respondents agree that having project management as a core
competency during a recession helps their companies remain competitive (Figure 3).
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Figure 3 Project management as a core competency

Do you agree or disagree with the following statement? Having
project management as a core competency helps my
organisation remain competitive during a recession,

(% respondents)

Agree 80

Disagree 8
o g

Don't know/

Motapplicable 12

Source: Fister Gale (2009)

The specific effect is also confirmed by examining the skills North American employers
provided training for in 2016 (Figure 4). Project management places fifth, while leadership and

people management, which rank first, are closely associated with the discipline of project
management as well.
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Figure 4 Important skills North American employers provide training for as of October 2016
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Hence, according to the literature although the economic crisis had disastrous effects on the
global economy, the impact on project management as a profession was quite the opposite. It
seems that the need of construction companies to use their resources to their best advantage,
made them revise and upgrade the role of project manager within their organisational culture.

The above literature review on how the economic crisis has affected the way projects are
managed can be summarised as follows:

T

= =4 =4 =

More careful selection of projects / greater emphasis on project prioritisation - project
portfolio management

More rigorous risk management practices
Focus on governance of projects
Diversification to new markets

Formation of joint ventures and partnerships with other Contractors
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1 Retention of key staff members

1 Reestablishment of the discipline of project management as an important competency
within a company

A closer look at these effects leads to the conclusion that they constitute fundamental principles
of project management. It can therefore be said that according to the literature, the economic
crisis made companies revisit the fundamentals of project management and go back to basics.
Besides, this action is a general principle in life when things seem to go the wrong way.

Literature on project management approaches under economic crisis
conditions

Babu and Sudhakar (2016) have developed a five phases approach model, which is separated
into three distinguished time periods: before, during and after the crisis (Figure 5).

Figure 5 The flow of crisis management process

Proactive Crisis Management Crisis Reactive Crisis Management
Catching Crisis > Preparation 5| Taking Crisis > Recover to
Signals Protection under Control Former Position

7S

Learning and Evaluation

Source: Babu and Sudhakar (2016)

It is important to note that they perceive the whole approach as a continuous cyclical process
that never stops, since the period after a crisis a company should be catching signals and
preparing for the next one. The importance of always being prepared is also highlighted by
Hansen (2012), who mentions that companies are judged by how well they prepare in advance
for a crisis, not just by what they do after the crisis has hit. Going back to the Babu and
Sudhakar approach, the objective for a company is to always be prepared to confront an
economic crisis, be able to overcome the crisis with minimum losses and be able to regain or
even better expand its market share after the crisis. The proposed analytical process to do so is
shown below (Figure 6).
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Figure 6 The economic crisis management process

o Creating a positive approach to
crisis management

e  Obtaining trust by achieving the
responsibilities in activities

e Being ready for opportunities of
crisis

e Forming a competitive crisis
management team

e Determining potential types of
crises

Prediction

Prevention and

Preparation . . .
e Developing strategies and tactics to
struggle with potential crises
The Crisis Management e Determining risk and crisis control
Process Control proce_dures _ N
e Forming and testing crisis plans and
scenarios
very A S
Reoovery e Organizing systematic training

programs for all employees

e Rehabilitating the working
environment

e Rewarding successful personnel
because of their valuable
performance in the crisis process

e Turning the crisis management team
nto the solution development team

e Preparing strategic reports for a
long term productivity and
efficiency program

Source: Babu and Sudhakar (2016)

Learning and
Evaluation

I n a very similar dNpwickaoea al.h(2013) Havk zréacemmenkiaal a five
phases approach for exercising project management under crisis conditions, as follows (Figure
7).

Figure 7 The determined phases of a crisis

Early warning of Understanding of Evaluation of Overcoming the Drawing
anoncoming  the cause of the losses crisis conclusions for
crisis crisis the future

Sour ce: Go-Navicka et\als(Z047)

They propose five main actions, which can contri
costs optimisation, detecting warning signals, building scenarios, constant observation of the
environment and searching for new markets.

Loosemore (2000) divides crisis management into seven phases and he proposes the following
model for dealing with a crisis situation (Figure 8).
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Figure 8 A model of crisis management

RECOVERY LEARNING

Return organization

Improve/change existing
to normal

practices

No potential
detected

DETECTION

Monitors look for potential
problems/opportunities

Potential problem Perfgrmance

Problemy’does

DIAGNOSIS

IMPLEMENTATION

Comparators investigate potential
problems/threats

Everyone pursues chosen
course of action

Do somgthing
DECISIONMAKING

Decisionmakers choose from
alternative courses of action

Source: Loosemore (2000)

Besides the integrated approaches for exercising project management amid an economic crisis
proposed by some researchers, others attempt to provide single tools, recommendations or
practical steps in order to increase the likelihood of project success under the harsh
environment that an economic crisis implies. Towards this direction Mallak et al. (1997) propose
a set of tools to help project managers plan for crises, as follows (Table 1).

Table 1 Summary of crisis planning tools

Tool Output

Risk Analysis Identification of risks

Contingency Plan Steps to take based on identified
risks

Logic Chart Specific steps to take in a crisis

Tabletop Exercise Rehearse, discuss, and solidify a

specific emergency response

Source: Mallak et al. (1997)

Among others Mallak et al. (1997) recommend establishing a crisis management team before
the crisis and always being mindful of the social and political consequences of crises. Geraldi
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(Table 2).
Table 2 Three pillars to successful response to unexpected events
Successful Response to Unexpected Events
Organisational level Group level Individual level

Responsive and functioning
structure

¢ High degree of freedom (C)

¢ Pacetomakeandimplement
decisions (F)

Good interpersonal relationship

* Engagementwith stakeholders,
mcluding ability to negotiate
solutions (A)

¢ Communication,including
availability of information as

Competent people

¢ Competence ofleaderand team

®)

¢ Behaviour,including self-
awareness and ability to deal
with stressful situation (D)

well as its communication (E)

Source: Geraldi et al. (2010)

Laufer et al. (2015) on the other hand, identify four roles that the project manager should
assume in order to cope with frequent unexpected events (Table 3).

Table 3 The four roles of the project manager for coping with unexpected events

DRIVEN BY TIMING KEY ACTIVITIES

Develop collaboration Intention Initially eSelect the right people

*Develop mutual interdependence and trust
Integrate planning and Intention Periodically sDevelop stable short-term plans and fiexible long-term plans
review with learning eConduct learning-based project reviews
Prevent major disruptions Events Occasionally eAnticipate and cope proactively with a few major problems
Maintain forward Events Continuously  eResolve problems by hands-on engagement

momentum eUpdate and connect through frequent face-to-face communication

*Move about (walk the floor) frequently

Source: Laufer et al. (2015)

The cornerstone of this recommendation is again the selection of the right people, the
development of short-term and long-term plans and the anticipation of crises in order to always
act proactively.

Towards the same direction of providing single tools and recommendations Engwall and
Svensson (2001) propose the formation of
strategy when a crisis arises. Cheetah teams are small, elite groups which can be mobilised
quickly and are usually formed with the single purpose of dealing with specific crisis challenges.
On the same page Hallgren and Wilson (2008) have suggested forming on site teams to
undertake replanning as a remedy to projects in crisis. Haggerty (2017) also highlights the
importance of having a special team in place for dealing with crises. He recommends
designating an insider, who will manage any crisis situation that may arise, appointing a rapid
response team to help that person and giving the team a scenario training.

wh at
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As it can be seen, the people dimension of project management is present in almost every
approach or set of tools for dealing with crisis events. This should not come as a surprise, since
no matter how effective the systems and the procedures in place are, it is people who
eventually implement them. Besides as Morris (2013) suggests, in situations of urgency and
uncertainty special attention should be given to resource usage, particularly people. As he very
suitably ment ltinately aré panaggdeby pesple.uNot systems, not contracts 1
peopl eod.

At this point it should be highlighted that the existence of a proven well-evaluated model for
confronting economic crisis challenges is vital for every company, because when an economic
crisis occurs with its consequent urgency, learning from scratch would be extremely costly.

The examination of all the above approaches and tools for exercising project management
under crisis conditions indicates that the most commonly found strategies in the body of
literature are:

1 Development of an early warning system
1 Development of risk control procedures
9 Formation of crisis plans and scenarios
9 Formation of crisis management teams

Research methodology design

The research methodology consists of the collection of two types of data: primary and
secondary. The secondary data are derived from journals, books, articles etc. and the primary
data are derived through the distribution of a questionnaire to people of the Greek construction
industry specialised in project management. The synthesis of these data and the linking to
research questions leads to the derivation of the final conclusions and recommendations. A
schematic representation of the research methodology implemented is shown below (Figure 9).

Figure 9 Research Methodology implemented

Books . -
- Questionnaire

Papers

Articles Su gy

N Magazines

. Response
Analysis . p .
interpretation

Synthesis

Secondary Data (== Primary Data

N\ Comparison

Linking to the
research questions

Final conclusions

and
recommendations
N
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Methodology limitations

Obviously, just as with every research methodology, the chosen one has certain limitations,
which are analysed below:

1 Questionnaire sample size: Although the intention is to collect as many fully answered
guestionnaires as possible, there is always the possibility of ending up with an
inadequate sample size, which does not fully reflect the real situation in the Greek
construction sector.

9 Closed-ended questions used in the questionnaire: This type of questions may confuse
the respondents with many options or the respondents may choose the most similar
answer to their true opinion even though it does not fully represent what they believe. In
order to tackle this problem, an effort has been made to compose a clearly understood
and precise questionnaire.

9 One country concentration: Special attention should be given to the interpretation of the
guestionnaire responses, since some situations may be valid in Greece, but there is
always the danger of not being valid in general.

1 Validity of secondary data: Although an effort was made to use the most updated
secondary data, some data may be out of date or inaccurate. This may affect the
quality of the derived results and lead to imprecise conclusions.

Questionnaire design

The questionnaire consists of 11 closed-ended questions in 3 sections. It was judged that
closed-ended questions are more appropriate for the purposes of this research, because they
are easier to answer and more convenient to analyse and compare.

Section 1 was designed in order to recognise the situation in project management during the
economic crisis years and to identify its implications both on the construction industry and on its
employees as well.

Section 2 was created in order to identify the project management strategies adopted as a
result of the economic crisis and how project management has changed after the crisis.

Finally, section 3 focuses on the aftermath of the economic crisis with the intention to derive
useful data, which can contribute to the formation of a proposal for exercising project
management effectively amid an economic crisis.

Sampling method

Expert sampling was used since the sample was drawn from experts in the field of project
management. The methodology was executed in two stages. First, it was decided that the term
Afexperto corresponds to a person with at I
project management and then specific people, who meet the criteria were selected to form the
so called panel of experts.
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Questionnaire distribution and data collection

The questionnaire was created using the Google Forms platform and it was not distributed
physically, but a link was sent directly to the email addresses of the selected experts. The data
were collected automatically by the Google Forms platform in a standardised form.

Effects of the economic crisis on the construction industry and its
employees

Question 1

Figure 10 Responses on question 1 of questionnaire survey

1. How would you characterise the effect of the economic crisis on the
size and quantity of construction projects? (Please choose only one
answer)

@ Mon-existent or negligible
® Small

Maoticeable
@ Huge

The examination of question 1 provides a remarkable indication about the severity of the crisis
and its effect on the construction industry. All the respondents have answered that the effect of
the economic crisis on the size and quantity of construction projects was either noticeable or
huge. The results converge with the statistical data, which show that the construction industry
was one of the most severely hit industries by the economic crisis.

Question 2

Figure 11 Responses on question 2 of questionnaire survey

2. How important is the role of project management to your
company's ability to deliver projects successfully? (Please
choose only one answer)

29 responses

@ Itis a critical component
@ It is somewhat important
It is not so important

@ We do not follow project management
practices
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The literature review shows that project management has been reestablished as an important

competency during the crisis years. The responses of the questionnaire survey seem to confirm

the specific outcome, since about 95% of the respondents believe that the role of project
management to a companyo6s ability to deliver pro.
This tendency of construction companies to give more emphasis on the role of project
management after the outbreak of the crisis is also highlighted by the responses of question 7.

It is therefore evident both by the questionnaire survey and by the literature review that

although the economic crisis has severely affected the construction industry, the effect on

project management was on the contrary beneficial.

Question 3

Figure 12 Responses on question 3 of questionnaire survey

3. Since the outbreak of the economic crisis would you say that
your company has been: (Please choose only one answer)

20 responses

@ Fositively affected
@ Remained unaffected
Megatively affected

If it has been affected in any way, please provide an estimated
percentage change since the outbreak of the crisis

ELI-Il--L

23,60% -30,00% -35,00% -40,00% -50,00% -65,00% -70,00% -80,00%

The responses on question 4 of the survey is another proof of the severity of the economic
crisis on the construction industry. Above 80% of the respondents stated that their companies
have been negatively affected since the outbreak of the economic crisis. Concerning the size of
the effect in terms of turnover, the most common responses ranged from -30% to -40%. The
specific decline is quite big and can significantly affect the operational capacity of a company.
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Question 4

Figure 13 Responses on question 4 of questionnaire survey

4. On a personal basis how has the economic crisis affected your
professional career? (Please choose only one answer)

29 responses

@ It has given me the opportunity to
increase my salary
@ It has broaden my options and
promoted my career
- It has not affected me
—-- @ It has limited my options and my
ability to choose the working
environment | prefer
@ It has reduced my salary
%% @ It has led me to unemployment

44.8

The specific question focuses on the effect of the economic crisis on the employees of the
construction industry and their career prospects. The responses reflect the fact that the vast
majority of construction companies have been negatively affected by the crisis, since almost all
the respondents have answered that they have also been negatively affected one way or
another. The statistical data show that thousands of employees in the construction industry lost
their jobs during the crisis years. On the contrary, the results of the question show that only a
small percentage of the respondents were led to unemployment; however it should be taken
into consideration that the sample of the questionnaire survey consists of middle and upper
management executives. It seems that the effect of the economic crisis on such executives was
milder than the effect on lower management executives and other workers of the industry, who
were the main recipients of the budget cutting policies adopted by the Greek construction
companies.

Question 5

Figure 14 Responses on question 5 of questionnaire survey

5. Which were the factors with the biggest negative impact on
the construction industry during the economic crisis? Please
grade on a scale from 1 to 5 (1: no impact at all, 5: huge impact).

a. The cutting of public investment programmes

20 responses

13 (44.8%)
12 (41.4%)

4(13.8%)
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b. The decrease of private construction activity

responses

[
=}

15 (51.7%)

10 11 (37.9%)

0(0%) 2 (6.9%)

c. The decrease of housing demand
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d. The tightening of bank lending
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e. The insolvency of the Greek state concerning project payments
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f. The past incorrect administration/management of construction
companies
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The results of question 5 show that the respondents believe that the factor with the biggest
negative impact on the industry was the decrease of demand for projects, which was mainly
driven by the cutting of public investment programmes, the decrease of private construction
activity and the decrease of housing demand. The other factors, which have to do with the
shortage of liquidity that a lot of construction companies suffered from during the crisis, were
also considered important and additionally detrimental to the construction industry.

The examination of the above responses and the analysis of the above factors can explain the
mechanism under which many construction companies went bankrupted during the crisis. This
bankruptcy mechanism is an important element for understanding how the economic crisis has
affected the way construction projects are managed.

Due to the economic crisis there was a significant decrease of public and private demand for
projects, which led to an increased competition since the same number of companies was
competing for a considerably lower number of projects. The increased competition led in turn to
a profit margin decrease and for many companies to successive non-profitable projects.

On the other hand, the insolvency of the Greek state concerning project payments, together
with the incorrect administration/management of construction companies the years before the
crisis and the tightening of bank lending led many companies to a suffocating shortage of
liquidity. The deadly combination of successive non-profitable projects and liquidity shortage is
eventually the reason why a lot of construction companies went bankrupted during the crisis
years.

The whole bankruptcy mechanism is presented schematically below (Figure 15).
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Figure 15 Bankruptcy mechanism of construction companies

Overall, the responses of the specific part of the questionnaire survey reflect the situation of the
Greek construction industry as it is now after all these years of crisis. There is ho doubt that it is
a severely hit industry with its companies recording significant turnover decreases and its
employees finding difficult to promote their careers. It is very encouraging however that despite
the difficulties the construction industry faces, the role of project management has been
strengthened during the crisis.
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