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Abstract

Global projects represent an extremely challenging form of project work, especially in the
sense that despite the best efforts for planning and prediction, the complexity of the project
network and the fact that the operations usually take place on foreign soil with foreign part-
ners are likely to cause many unpredictable and unexpected events and deviations from pro-
ject plans, having a significant impact on the project progress. The purpose of this study is to
identify and analyse interactions between cultural processes, network connections and risk
management practices in global delivery projects. During the research, data has been collected
from 21 case projects delivered to 17 countries world-wide. The studied projects varied in
size, the degree of success and cultural diversity. The data consists of 92 interviews with the
project managers and other project specific key personnel from four project-based companies
as well as project documentation. The interviews have been conducted both in Finland and in
various project host countries. The examination of the case projects is implemented both as
project specific and comparative case studies. By the project specific historical studies, the
project trajectories and critical incidents have been described as well as explanations for the
project specific outcomes in general have been sought for. In addition, the comparative re-
search designs have been built according to the planned and emergent outcomes of the pro-
jects as well as according to their cultural diversity and institutional characteristics. By the
comparisons, novel ways to unravel the risks and difficulties of the project management due
to the cultural differences have been sought for. The results of this study inevitably present
the significant impact of the various project stakeholders and the emerging cultural diversity
on the project risk management processes required for answering the specific needs and chal-
lenges of global projects.
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1. Introduction

This report summarizes the results of the GPSII research project. GPSII (Global Project Strategies 1)
was a multidisciplinary research collaboration aiming at creating and developing new knowledge on
risk management processes in global projects. GPS Il was a continuation for research co-operation
between Finnish -based international companies, researchers from VTT Technical Research Centre of
Finland (later VTT), Helsinki University of Technology (HUT), and Helsinki School of Economics
(HSE). Collaboration grounds back to 2003 when The Collaboratory for Research on Global Projects
(CRGP) was launched at Stanford University. VIT was CRGP’s first affiliate and conducted a pilot
research project in Finland together with HSE during 2003-2004. At the beginning of year 2005 HUT
joined the research group and GPS I was launched. In GPS I the focus was on institutional complexi-
ties and cultural dynamics in global projects. During GPS 1, it was widely recognized that risk man-
agement in global projects is an area that would benefit from high quality academic research. Both the
researchers and the industry partners of GPS I identified project risk management as an important area
for development. The basic idea of GPSII emerged.

The vision of the GPSll is to develop new ways to manage effectively
and innovatively global projects that are implemented in complex
VISION institutional and business environments with several participating
organizations.

— |
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Figure 1. GPS Il vision, research areas and research questions.



1. Introduction

The mission of GPS II research project was to improve Finnish industry and service sector’s competi-
tiveness through high quality academic research. GPS II project aimed at fulfilling this mission by
developing new, effective and innovative ways to manage global projects that are implemented in
complex and challenging institutional and business environments with several participating organiza-
tions. Risk management in global projects was an overarching theme in GPS II.

The research work in GPSII was jointly conducted by HUT, HSE and VTT and the project was exe-
cuted during 1.4.2007-31.3.2009. The main financier of the research is TEKES. In addition, the fol-
lowing organizations have participated and financed the project:

— Nokia Siemens Networks
— Wirtsild Finland Oy

— Foster Wheeler Energia Oy
— Outotec Oyj

— Ramboll Finland

— Synocus Oy.

The project was divided into three subprojects (Figure 1). The key results of the three subprojects are
presented in Chapter 2. The three subprojects were as follows:

Project risk management (VTT): This subproject has focused on risk management practices in
global projects. General practices and organizational guidelines for risk management in projects have
been analyzed based on the current literature. Detailed analysis of project-specific risk management
practices has been conducted in case-projects. As a result of these analyses, several discontinuity
points and generic development areas in project risk management were identified and presented to
case companies. New applications for quantitative risk analysis in complex and dynamic project envi-
ronments, using interactive graphics technologies, have been developed and tested. Other key research
areas in this subproject have been informal risk management practices, especially during project exe-
cution, ambiguities in risk communication in projects, risk management reviews and handling the risk
information in post-project lessons learned practices. This subproject includes two master’s theses
related to the management of risk information knowledge and the quality of project schedules.

Project networks (HUT): Research and development work in this subproject has been conducted
on a variety of themes all related to risk management practices in networked global projects and pro-
ject business. The examined areas in this subproject have been network participants and stakeholders
as risk sources, efficient and effective stakeholder management practices, project typologies and cate-
gories, efficient adaptation of risk management approaches to different project contingency factors,
joint project risk management practices and strategies in a networked project setting and efficient prac-
tices of risk management lessons learned sessions. Research areas have been studied in a variety of
selected case projects. Related to the researched areas several development ideas and areas have been
identified and presented to case companies. The subproject includes one licentiate’s thesis and three
master’s theses related to risk management practices in global project business, quality of project
schedules and success criteria framework for a competence development project.

Cultural diversity (HSE): In this subproject cultural diversity, cross cultural interaction, and their
relation to risk management of global projects have been examined. This subproject especially focused
on the significance of cultures and cultural differences present in the project organization and network,



1. Introduction

as well as on the cross cultural social processes such cultural diversity creates during the progress of a
global project. These focus areas have been studied both in single project settings as well as in com-
parative analyses between multiple projects. The integrative and fragmenting force of cultural diver-
sity among project partners, its development during the project, and the mechanisms to learn to under-
stand and cope with cultural differences were recognized and specified based on the case analyses.



2. Research methodology

In GPSII, project risk management practices have been empirically explored and analyzed focusing
especially on the effects of network structure and cultural diversity in the context of global projects.
The research and development activities in the participating organizations have focused on exploring,
evaluating and developing the current risk management processes and practices, as well as, on evaluat-
ing selected project cases from the viewpoint of risk sources, risk management practices, cultural di-
versity and stakeholder management.

Project’s research data was collected by studying altogether 21 different project cases that varied in
the degree of success, network structures and cultural diversity. Both turnkey and system delivery
projects were studied. The studied project cases were geographically distributed and involved projects
e.g. in former Soviet Union countries, China and South America (Figure 2).

Figure 2. Global distribution of the studied delivery projects.

As the purpose of the GPS II research was to create and develop new knowledge on risk management
processes in global projects, the data collection followed the principles of “systematic combining”
(Dubois and Gadde, 2002). This approach is based on a principle of continuous back-and-forth move-
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2. Research methodology

ment between theory and practice, between theoretical frameworks and empirical observations, each
informing the other as the research process evolves. In other words, systematic combining is a re-
search process where the utilization of existing theoretical frameworks, empirical case analysis, and
novel theorizing coevolve, each area giving constant input to the other. This kind of research approach
has been found particularly useful for development of new theory based on empirical experience and
observations (Dubois and Gadde, 2002). As such, systematic combining also distinguishes from de-
ductive reasoning based on testing preconceived hypotheses derived from existing theories, as well as
from inductive reasoning based on building theories solely from empirical observations from case
analyses. In fact, the logic behind systemic combining can be said to combine both deductive and in-
ductive reasoning processes.

In the GPS II research, the systemic combining approach meant that data collection and analysis be-
came an intertwined process spanning the entire project life-cycle. Therefore, instead of dividing the
research into a process where literature review, data collection, analysis, and theory development are
singular, distinct phases following each other in a consequtive, linear fashion, in GPS II these phases
where multiple, overlapping, and intertwined. Hence, data collection was started early on in the re-
search and was coupled with initial literature review and framing of the research focus. Also the
analyses of the data began at once when some data had been collected. These analyses were then com-
pared and reflected with existing theories, which served to further focus and sharpen literature review,
utilized theories, and the ongoing data collection both in a methodological sense and in terms of case
study focus. New theory development was also constantly carried out by producing academic case
study reports and by discussing the results of the case analyses and theory development in interna-
tional conferences and in GPS II workshops together with company representatives. This also contrib-
uted to further focusing data collection, analysis, and the emphasis made in the case studies. Such
hermeneutic, iterative data collection, analysis, and theorizing process continued for the entire dura-
tion of the GPS II research.

The collected data consists mainly of interviews (92 interviews) with the project managers and other
project specific key personnel, as well as of project related documentation (e.g. process descriptions,
project plans, risk analyses, lessons learned reports). The interviews have been conducted both in
Finland and in various project host countries. In addition to project specific interviews, thematic inter-
views focusing on each participating company’s risk sources, risk management practices and proc-
esses in general have been conducted. All the interviews were conducted by at least two researchers,
and they were recorded, transcribed verbatim, and content analyzed. In addition to collecting research
data by interviews, researchers participated in case companies’ lessons learned sessions in order to
analyze the practices of efficient risk knowledge transfer and utilization within and across projects.

In the project specific interviews, the interview technique built on the main principles of both eth-
nographic interviewing (Spradley, 1979) and narrative interviewing (e.g. Sederberg and Holden, 2002;
Vaara, 2002). These techniques have been found epecially useful in data collection in multiorganiza-
tional and multinational settings (cf. Sederberg and Holden, 2002; Vaara, 2002), and hence, were also
considered highly suitable for the GPS II research. The main principle in both of these techniques is
that they are characterized by initially asking the interviewees highly open questions that are designed
to encourage the interviewees to tell in their own words stories about their experiences and memories
related to a certain theme (e.g. the progress of the project or cricital events during a particular project).
Another conspicuous feature of these interviewing techniques is that many of the later-stage questions

11



2. Research methodology

posed by the interviewer are born out of the stories that unfold during the interviews. Hence, the ques-
tions presented by the interviewer during a particular interview are not guided by preconceived hy-
potheses made by the researcher, but instead by the themes and emphasis that unfold as the inter-
viewee is allowed to freely describe his or her experiences. The rationale behind such an interview
technique is to allow the interviewee to describe and define in his or her own words what is most rele-
vant and critical in his or her experiences, without being excessively guided by the interviewer. Hence,
the idea for utilizing this technique in GPS II was to tap into the personal and highly diverse properties
of the interviewees’ experiences of project management in such a multiorganizational and multina-
tional setting that global projects represent. Finally, the third highly salient feature of the utilized in-
terview technique was that every interview, upon completion, were subjected to analyses and theory
development in the “systemic combining” sense described above, serving as springboards for subse-
quent, thematically more focused interviews and data collection in the case study projects.

The following table (Table 1) summarizes the data collection activities in GPS II during years
2007-2009.

Table 1. Data collection in GPSII.

Data collection method #
Studied project cases 21
Case organizations 8
Interviews 92
Observation sessions 4

The examination of the case study projects was implemented both as project specific and comparative,
historical case studies. By project specific historical studies, the project trajectories and critical inci-
dents have been described as well as explanations for the project specific outcomes in general have
been sought for. In addition, the comparative research designs have been built according to the
planned and emergent outcomes of the projects as well as according to their project network, cultural
diversity, and institutional characteristics. By comparisons, novel ways to unravel the risks and diffi-
culties of the project management due to the project networks and cultural differences have been
sought for.

12



3. Three perspectives to global projects

3.1 Risk management practices

3.1.1 Background

Risk management in projects is widely covered in extant literature, and the formal risk management
process forms a central core to the whole risk management in projects (Turner, 1999; Chapman and
Ward, 2003). The formal and coordinated process describes the set of practices and actions that are
taken to identify, evaluate and control the risks in a project. The level of formality is also seen as one
of the central concepts of the risk management maturity models (Hillson, 2002).

Cultural features:
- Organisation cultures
- Risk management cultures

- National cultures

Project network

Project context

Formal risk
Business management process
processes as part of project management Informal actions

Roles and
Stratégy . STy responsibilities
Quality 3 Interpersonal
Business 53 ESTIMATE relations
control g Communication
Finance 2 EVALUATE and consulting
HR g Coordination
o and co-operation
Safety and ~

Sensemaking

Securit
y MONITOR and sensegiving

l l l

Decisions and actions to manage project risks

Figure 3. The risk management framework.
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3. Three perspectives to global projects

Broadening the view, Ward (1999) indicated a need to consider several factors related to project con-
text and the project parties for the risk management process to be effective. In addition to actual risk
management process, also adequate supporting administrative procedures and business process are
desirable to ensure that risk management procedures operate effectively. On the other hand, the effi-
ciency of the risk management is dependent on project manager’s motivation to work towards more
risk-aware project management: project manager’s interest to search information about previous risks,
his/her intuitive to percept possible risk events and his/her responses to the early marks and weak sig-
nals. Risk management procedures need also to be adapted to a project environment and specific pro-
ject characteristics. Drawing from the contingency perspective on projects (Shenhar and Dvir, 1996) it
can be argued that no universal risk management process and one supporting set of tools and tech-
niques would be applicable to all types of projects. For different types of projects we need a different
kind of risk management approach. Especially, for the global projects, we need more flexible and agile
approaches to risk management that take account of the complex project networks, cultural diversities
and high level of uncertainties. The general framework describing the wide approach to risk manage-
ment in global projects is described in Figure 3.

3.1.2 Conceptions of risk

Conceptions of risks vary considerably among different positions in project organizations but the con-
ceptual differences are well in accordance with the different positions.

— Sales organization views (negative) risks as factors that restrain sales.

— Project organization views risks as an aversive event that may cause harm to the project
and therefore the risk analysis is seen as an essential tool of project management.

— For business control risk is a possibility of financial loss and therefore it aims at financial
predictability.

Among project managers a risk is mainly seen as some kind of uncertain event that can harm the pro-
ject. At corporate level risks are seen as events that hinder the meeting of the objectives set by cus-
tomers or top management. This is in line with Hillson’s (2002) definition, where risk is any uncer-
tainty that, if it occurs, would affect one or more project objectives. Management’s current ambition is
to emphasize the opportunities, or positive risks, as well.

“Risks are not only adverse events, we want the project personnel to see the up-
side as well, but this is rather challenging.”

)

“We are in the market because we want to take risks.’

Most project managers are well aware that risks may also have a positive side, but the conception of
positive risk is not in everyday use and the positive risks are not mentioned as examples. Project man-
agement may even have mixed feelings in terms of seeing opportunities as risks as well:

14



3. Three perspectives to global projects

“After we get the project baseline, we won't seek for new opportunities or big-

’

ger profit. In project execution our main task is to minimize the risks.’

“I can’t consider it as a risk if we get more money than was planned.” (strong
view of risk as an negative event)

“The uncertain events may also have some kind of positive effects but we don’t
use a word risk for that.”

Varying conceptions of risks among different positions in project organizations may hinder the devel-
opment of shared risk management practices in projects. Notifying and understanding these varieties is
a key to more subtle and shared risk management culture in project business.

3.1.3 Uncertainty management and unexpected events in projects

Recent project management literature has emphasized the importance of making a distinction between
risks and uncertainties and their management in projects (Ward and Chapman, 2003; Perminova et al,
2008). Project uncertainties can not be categorized and handled as risks (Atkinson et al. 2006), and the
current risk management practices do not adequately address many particular features of project un-
certainties (Ward and Chapman, 2003; Chapman, 2006; Pender, 2001). Uncertainty refers to the un-
predictability of environmental, or organizational variables that have an impact on corporate perform-
ance or the inadequacy of information about these variables (Miller 1992), or simply “the lack of cer-
tainty that matters”.

Unforeseen and unanticipated influences from project’s environment (Floricel and Miller, 2001;
Soderholm, 2008) and especially from project stakeholders (Ward and Chapman, 2008) have been
identified as the major sources of uncertainty during the project implementation. Unexpected events,
events that have not been planned for to emerge during the project lifecycle, have recently drawn in-
creasing research attention in the project management research (Floricel and Miller, 2001; Miller and
Lessard, 2001; Héllgren, 2007; Séderholm, 2008; Orr and Scott, 2008). Understanding the unexpected
events, their occurrence, and management within projects, is seen to contribute to our understanding of
uncertainty management in projects.

The importance of project — environment interaction as a source of the unexpected events has also
been highlighted in earlier research on the unexpected events (Miller and Lessard, 2001; Floricel and
Miller, 2001; Hillgren and Maaninen-Olsson, 2005; Héllgren, 2007; S6derholm, 2008). The various
sources of uncertainty in projects are widely discussed in literature (Ward and Chapman, 2003; Atkin-
son et al., 2006). Especially in the international projects that are conducted in institutionally challeng-
ing environments, project’s uncertain interactions with its environment pose unplanned challenges for
project management. Furthermore, research evidence has also shown that the amount of unforeseen
events or exceptions is higher in the context of multinational projects, than in completely domestic
projects (Orr and Scott, 2008). The insightful research by Floricel and Miller (2001) on large engineer-
ing projects has highlighted the association of complex project systems with the amount of emergent
unexpected events.

15



3. Three perspectives to global projects

Also the common responses and project management practices to tackle the uncertainties are widely
discussed in literature (Soderholm, 2008; Floricel and Miller, 2001). There, indeed, are differences in
how project managers cope with and response to uncertain events (Floricel and Miller, 2001; Séder-
holm, 2008). Since the uncertainty refers to the future occurrences with incomplete knowledge, where
the probability distributions can not be constructed (Knight, 1921), the formal risk management pro-
cedures alone are not adequate to effectively and extensively manage both the known risks and un-
known uncertainties in complex projects. It is widely acknowledged that the traditional risk manage-
ment practices, such as formal risk management processes, are not sufficient in constantly changing
and ever-toughening project environments. Therefore, these formal methods are oftentimes abandoned
in the instances of unexpected events (Héllgren and Maaninen-Olsson, 2005; Héllgren, 2007; Soder-
holm, 2008; Tukiainen et al., 2009). Instead, the unexpected events are handled in more rapid and
flexible ways, such as continuous interaction, communication and reflection, (Héllgren and Maaninen-
Olsson, 2005; Perminova et al., 2008) together with other more informal mechanisms and governance
structures. Currently, the majority of studies on unexpected events and their management in projects
tend to focus on informal actions that take place in projects instead of formal project management
procedures and processes.

3.1.4 Risk management practices in projects

The formal risk management process typically consists of a generic framework or a process descrip-
tion (a list of tasks to be completed) and the supporting tools and techniques (check lists, risk grids,
risk reviews etc). Within the current view of project management as a life-cycle process, project risk
management is seen as an encompassing process, starting at project definition, continuing through
planning, execution and control phases, up to completion and closure (Raz et al., 2002). Several risk
management processes for projects described in standards (PMI, 2004; APM, 2006) and in literature
(Chapman and Ward, 2003; Meredith and Mantel, 1989; Kliem and Ludin, 1997) are synthesized in
three core processes of project risk management: 1) risk identification, 2) risk evaluation and 3) risk
response planning and execution (Kéhkonen et al., 2008).

From all knowledge areas of project management, the risk management is the most diverse (White
and Fortune, 2002; Raz et al., 2002). The formal risk management procedures and techniques for pro-
jects are defined and available, but they are not widely used in projects, especially not in project exe-
cution phase and not even in high-risk projects. The risk management activities are usually described
in a process applicable to the respective function, e.g. sales and marketing plan, business process, and
technical process. The function should then be linked to the project risk management process in such a
way that the information is interlinked, transparent and useful (Olsson, 2006).

A project manager is the main responsible to carry out risk analysis and to follow the risk manage-
ment plan. A risk management policy is typically in a written form, and all the projects are expected to
carry out the formal identify — analyse — mitigate process for risk management (Figure 4). However, in
most of the companies, there were many different practices for carrying out risk management in pro-
jects and many different tools were used. Several tailored applications, risk analysis methods and re-
porting systems had been developed and were used organization-wide, but we also found more frag-
mented practices, where project managers had their own personal ways to handle risk information in
their projects. These differences were dependent on the project manager's own interest, the way the
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3. Three perspectives to global projects

risk management was organized, the extent of the internal risk management expertise, i.e. risk manag-

ers and risk management process developers, the uniformity of organization's management practices

and contingency factors of the project.

Business control

Project sales

and Project execution Service
marketing
4
CM CM,PM,TE, BC. E CM,PT PT. BC PT,.CM, E
Preli_minary chec'ljilisskt . R Kick-off R Risk review R Lessons
risk > . . > N monthly/ > learned
assessment alisssEen Mg roject plan meetin
Excel-based too projectp 9
Y PM, BC
i __________ Changes
Risk log
. : Intranetdocuments
: A 4
CM=Commercial manager : Risk
PM=Projectmanager |-------ommoommmmo oo R o e
TE=Technical engineer E, PM management
BC=Business control I
New !

PT=Project team
E=Expert

risks

Figure 4. Risk management actions and actors during the project life-cycle.

Several development areas were identified in risk management: First, more uniform and systematic

risk management processes were needed. Especially, the continuous development of the risk manage-
ment tools (worksheets, SWOT, risk charts etc.) was emphasised, both in those companies that already
had used such a tool for years and in those companies that had only begun using a systematic risk list.
Second, we revealed two discontinuity points (Figure 5) in the formal risk management practices with
regard to risk knowledge transfer and learning and roles and responsibilities: The first discontinuity
point is in the project start-up and handover from the sales to the project team. This is the phase where
the main decisions affecting the risks in the project have already been made and where the risk knowl-
edge should be transferred from the sales team to the project team. The other discontinuity point is at
the end of the project where the risk information from each project should be gathered and utilized in

other projects.
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Discontinuity Discontinuity
point 1 point 2
i i
1 1
Project ! . !
) Project Warranty and
sales and : . : :
c f execution ; service
bidding . .
' :
1 1
Discontinuities in Discontinuities in
* Conceptions of risk * Feedback
* Objectives of risk management < Knowledge transfer
*Roles and responsibilities * Evaluation and development

Figure 5. Two discontinuity points in project risk management.

Even though there were discontinuities in the formal risk management processes within the projects,
the risks were successfully managed in the case companies. This could imply that other processes and
mechanisms are used parallel to the formal risk management process. These informal actions are used
to cover the discontinuity points and the areas where the formal risk management lacks the flexibility
and agility required. The informal processes and mechanisms are often hidden and their significance
both to the project risk management process and to the risk level of the project is not well understood.
We think that the efficiency in project risk management arises from developing both the formal risk
management processes and the informal activities parallel to developing new flexible and more inter-
active risk management tools.

3.1.5 Formal and informal risk management practices in projects

As mentioned above, the formal approach to project risk management is seen desirable in project risk
management literature and standards. Formal procedures have become a symbol for an efficient in-
formation use, rational decision-making and willingness to act (Langley, 1989), which also facilitates
efficient risk management. Formal procedures form a routine that helps to focus attention and decrease
uncertainty in decision-making. The formal controls (specific rules and procedures to be followed and
specific outcomes to be produced) are dominant at project planning and initiation, but become less
dominant over the project duration (Susilo et al., 2007). Instead, the project managers rely on more
informal control elements (unwritten practice codes, social values, common beliefs and traditions) as
the project progresses, and use the informal controls to keep track of the project progress within the
project team, to train new people using informal training and mentoring and to face unstructured prob-
lems.

Some researchers state that the awareness of the risk management grows with the risk, which pro-
motes the use of the formal risk management practices in high risk projects (Raz et al., 2002), or that
the formal procedures are more applicable, and therefore more widely used, in larger projects (Besner
and Hobbs, 2008). However, some researchers (Zwikael and Sadeh, 2007) have challenged this view
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3. Three perspectives to global projects

by arguing that the risk management tools are actually not used more actively in high-risk projects.
Instead, in high-risk projects, project managers conduct other control actions, i.e. take additional steps
in the planning phase, put more effort on quality plans or define roles and responsibilities more
clearly. In addition, S6derholm (2008) suggests that in large and complex projects, project managers
use more informal approach (innovative actions, extensive meeting schedules, short term coordination
and their own negotiating skills) to keep up with the constantly changing project environment.

In order to be able to analyse risk management formality and informality we need to differentiate
formal risk management practices from the informal ones. According to Li (2007) the distinguishing
elements of formality and informality are: 1) codification, 2) formation, 3) enforcement, 4) power and
5) personalization (Table 2). Formality refers to an objective, cognitive, task-oriented and instrumental
process, whereas informality refers to more subjective affective, people-oriented and sentimental
processes (Li, 2007).

Table 2. Formality — informality dimensions (Li, 2007).

Dimensions Formal Informal
Codification Explicit Implicit
Formation Exogenous Endogenous
Enforcement Tight Loose
Power Hierarchial Horizontal
Personalization Depersonalized Personalized

Formal analysis may have several different purposes (Langley, 1989): First, it may be conducted for
informational purposes, to produce new knowledge and to gain a better understanding of issues. Sec-
ond, the formal analyses are used to communicate the confidence or to bring other people over their
point of view. Third, formal analysis may serve the simple purpose of solving a particular problem or
detailing and implementing a specific decision. Here, analysis is used to direct and focus the attention
on issues and to ensure that actions are taken. Fourth, analyses may also be used for symbolic reasons
only: to impress others or to hide other motives. When many people are involved in the analysis proc-
ess, it may also symbolize participation and concern with other people’s views. So, the fact that the
formal analysis is carried out does not guarantee that information will be used, that rational arguments
influence the decisions, that action will be taken or that anyone’s opinions will be listened to. (Lang-
ley, 1989.)

In project risk management, the continuity of predetermined actions through the project life-cycle is
one of the key features of formal process. Formal risk analyses are based on risk lists and assessment
of pre-specified, generic risk factors, which are considered as anticipated risks for all the projects in
the company. During the project execution, risks are monitored usually as part of regular project re-
views. The formal controls (specific rules and procedures to be followed and specific outcomes to be
produced) are dominant at project planning and initiation, but become less dominant over the project
duration. Instead, the project managers rely on more informal control elements (unwritten practice
codes, social values, common beliefs and traditions) as the project progresses, and use the informal
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controls to keep track of the project progress. In addition, all formal risk management procedures re-
quire also the informal knowledge about risks as their input.

Informal risk management refers to all informal and intuitive actions that are taken to mitigate risks
in order to reduce uncertainties in a project, intentionally or not. Low formality level in risk assess-
ment means less explicit structure, no separate phases in timely order, informal documentation and
less clearly defined objectives and deliverables for the process (Ward, 2006). Prior research in the
field of project risk management has also noted that more informal, intuitive approach can be more
suitable, especially in low-risk projects. In this research, the informal risk management practices ap-
peared in three different types of actions: First, risk management may be tightly incorporated into
other project management practices, such as quality management, subcontractor management or scope
management. In this group, the approach can also be semi-formal, where the risk analysis is conducted
in a formal manner, but the results, the identified risks, are handled in other project management proc-
esses to which risk analysis only provides the input. These actions are considered to be informal, since
the actions were taken outside the risk management process and the formal practices for identifying,
analysing, documenting and monitoring risks were not conducted as such. Second, project managers
use their personal contacts and relationships actively in risk management. Here, the risk management
know-how is in the people, not in the processes. Using personal relationships between project parties
and customer is an effective way of getting first-hand information about anticipated risks but also one
way to prevent risks from realizing in a very informal manner. Third, the risk management actions
may be intuitive responses to emerging risks or ad hoc decisions related to a specific risky situation,
where there only seldom exist any specific guidelines how to handle the situation.

3.1.6 Reactive and proactive approach towards project risks

By definition, a proactive approach — risk anticipation and risk prevention — is one of the fundamental
features of good risk management, and most risk management techniques and organizational tools aim
at early risk detection. However, in practice, most project managers focus their efforts on fixing prob-
lems after they have had an impact on performance (Thamhain, 2005). They try to manage problems
and contingencies only after they have already affected project performance. Project managers even
find it hard to trace the problems back to specific events or contingencies that happened earlier in the
project. They also feel that they couldn’t have foreseen or influenced the adverse events in an earlier
stage of the project. In addition, the current software tools in project management monitor mainly past
data, which enforces the reactive approach (Barber and Warn, 2005). If the risk management process
is seen as causing more bureaucracy for projects, it will unlikely be fully effective in producing proac-
tive management of project risk (Ward and Chapman, 2004).

In proactive risk management, the project managers perceive the forthcoming problems and are pro-
active in preventing problems from occurring. Innovative actions, extensive meeting schedules and
continuous negotiating are some examples of the practices proposed to the project manages to be able
to predict the unexpected events in projects (Barber and Warn, 2005). Risks from project environment
are taken into account more actively than in reactive risk management approach. In proactive risk
management the scope is beyond the project itself, and even the time-span is different: the most proac-
tive project managers are well aware of the fact that their actions affect the customer relationship,
business opportunities and organizational image long after the project itself has been completed.
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Proactive project managers actively seek for risk information from previous projects and from other
sources and use the information actively to prevent risks from happening in their own project. For
these purposes, in most companies, there are risk databases or other project documentation manage-
ment systems, where all the risk documentation is available to all project managers. However, the
databases did not appear as effective sources of risk information for project managers, who prefer
personal information from other project managers and face-to-face discussions with persons who they
personally know. Documented risk data usually lacks the stories from the project site and the descrip-
tions of the local conditions that would actually satisfy the project managers’ need for more context-
specific risk information. During project execution, the proactiveness is seen as an ability to quickly
foresee the possible risks and to be able to respond to those risks in a right way. In this sense, the pro-
ject manager’s attendance on site and with customer is important.

Firefighting is a typical metaphor used to describe the reactive approach in project risk manage-
ment. There, the actions are taken only to react to mistakes or deviations or, at worst, only when the
situation has become critical. The project managers, who possess more reactive approach towards
risks, have a much more narrow view on project’s risk than the proactive risk managers do. For them
the risk analysis is usually restricted to the project plan and to adverse events within a project. The
project environment does not play an important role in project manager’s approach to risk manage-
ment. Some project characteristics may also lead to more reactive approach: for example, in an exten-
sion project it is usual that many details and specifications are copied from previous similar projects.
There, a project manager is tempted to copy also the risk analysis without truly evaluating its appro-
priateness. Reactive approach is also very typical for a breakthrough project to new markets, in which
the bidding needs to be won almost at any prize. There is no time, nor true motivation to thoroughly
analyse possible risks from the project’s point of view, since the biggest risk is the lost deal. We also
found reactive features from apparently proactive risk management processes. There were cases,
where risk analysis had been made according to the organization’s risk management guidelines, but
the results of the analysis were not utilized in any way. Therefore, the analysis had no real effect on
the project and not more than a symbolic purpose for the organization.

3.1.7 Typology of risk management approaches in projects

By analyzing two main dimensions of risk management — proactiveness and formality — we have de-
veloped a fourfold typology of risk management approaches in projects (Figure 6).
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Figure 6. Four different approaches towards project risks.

Risk regulators (formal, reactive): Risk regulators conduct the risk management by the book. They
prefer an analytical approach to risk management and select a formal risk analysis over more informal
one. They follow the traditional, normative risk management process: risk analysis is conducted at the
beginning of the project, necessary risk-related documentation is delivered during the project and risks
are summarized at the end on the project. The main goal of the risk regulators is to use risk manage-
ment process to prevent undesired losses in a project. For them, it is important to be able to demon-
strate to the supervisors that the required analyses have been made and the required actions have been
taken. Risk monitoring during the project is limited to the project manager updating the list of already
identified risks prior to the project meeting. The focus is rather on analysis than management. Risk
regulators gather information from others mainly to increase the reliability of the risk identification
and estimation. Therefore risk regulators use risk analysis mainly for controlling purposes.

Risk modifiers (formal, proactive): Risk modifiers use the formal risk management process actively
to develop project management practices and processes to be more suitable for the project-specific
needs. In addition, various analyses, experts, workshops and other measures are actively utilized to
create a shared understanding of the project specific risks. As a basis of the risk analyses, the main risk
drivers are searched to find the root causes for the risks. Risk modifiers continuously scan the project
progress and environment. Instead of taking the identified risks as such, they continuously search for
new ways to prevent risks and actively respond to the perceived threats. The risk monitoring continues
throughout the project and consists of various activities, some observable, some not. Risk modifiers
have abilities to use emerging possibilities for new business opportunities. They use cooperation and
gather information mainly to find new practical solutions for emerging problems. They are active in
arranging meetings to discuss a problem at hand. For them, risk analysis truly gives additional value to
the project management. Risk modifiers are more selective in analysing the results of the risk analysis
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than risk controllers. Risk prioritizing is more important, and they emphasise the need to separate the
most significant risks among tens or hundreds of identified risks. For risk modifiers, the systematic
risk analysis and formal risk lists serve mainly as a basis for good project management. Therefore, risk
modifiers use risk analysis mainly for informational purposes.

Risk mergers (informal, reactive): Risk mergers possess a strong personal insight into the project
risks. They have integrated the risk management deeply into the project management or in the project
manager’s daily tasks, almost to an unrecognizable level. They have a diversified risk management
portfolio, which spreads out the risk management tasks in different project management functions.
Project contracts and client relationships play an important role in their risk management. For the risk
mergers, risk management is not separately present in the project, although the project manager han-
dles the risky events and risk drivers throughout the project as part of his job. It is important for them
to actually have enough power to make decisions about risks. In the projects managed by the risk
mergers, the risk management is highly dependent on one people, the project manager, because of the
lacking documentation. During the project, the decisions about the responding actions are usually
made very quickly and they are hardly ever documented in detail. These actions could include re-
scheduling, arranging a crisis meeting, and replacing a critical technical component. Risk mergers
possess the most flexible and agile risk management style. For them, formal risk analysis takes too
much time and money.

Risk adjusters (informal, proactive): Risk adjusters are strong leaders of the project risk manage-
ment, and typically very experienced project managers. They are either active in making risk prevent-
ing decisions and actions themselves or they are continuously helping others in predicting and over-
coming risky events in projects. For risk adjusters, it is important to create an appropriate social cli-
mate in the project team. It could mean either building a shared understanding of the critical issues,
unifying the practices used in the project or creating appropriate behaviour models for the team (e.g.
keeping the project team focused in difficult situations). Cooperation and teamwork in risk manage-
ment is important. Rather than formal risk management frameworks, risk adjusters use other system-
atic methods more suitable to their own management style. They are so competent project managers
that they rely more on their own expertise than on a single risk analysis. The risk analysis is used
mainly for communicative purposes, to transfer risk knowledge to others.

In addition, we found that project managers, who possess different approaches to risk management,
used communication for risk management purposes in different ways: for Risk regulators risk report-
ing is one phase of the formal process. The results of the risk analysis are discussed within a project
team and the requested risk reports are produced. Risk modifiers used cooperation and active informa-
tion gathering to find new practical solutions for emerged problems. They also were most active in
arranging meetings to discuss a problem at hand. For Risk mergers, the cooperation and knowledge
transfer within their own organization is least important of these four types. Instead, they emphasize
the close relationships with customers and other main stakeholders to keep updated with all the ciriti-
cal events that may affect the project. Risk adjusters use both formal and informal risk management
methods to transfer risk knowledge to more unexperienced project team members.
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3.2 Project networks

3.2.1 Background

Projects are increasingly being developed and executed by coalitions of organizations, grouping a
number of firms and non-business organizations. The multiple firms and other organizations partici-
pating in a single project form an inter-organizational project network within which each organiza-
tion’s subproject is embedded. A multi-firm network is a typical organizational arrangement in global
projects that are complex and implemented in highly turbulent and demanding institutional settings.
This wider socio-political environment generates a wide variety of institutional influences and de-
mands exerted on projects.

Project network is considered as a network including several firms and other organizations from dif-
ferent business and institutional environments. The project network is considered to have an intention-
ally constructed core of actors that are involved in the execution of the project, but the concept of pro-
ject network also includes other actors in the project’s environment, such as external project stake-
holders. Internal stakeholders are stakeholders who are formally members of the project coalition.
External stakeholders are not formal members of the project coalition, but may affect or be affected by
the project. Such groups are often referred to as non-business stakeholders and are considered as part
of the project’s environment. External project stakeholders, such as local community groups or re-
gional and national authorities can be considered as carriers of institutional pressures, to which organi-
zations, involved in the execution of global projects, need to respond.

Projects are not isolated entities, but embedded in multiple systemic contexts and in constant inter-
action with their stakeholder environments. Global projects involve various actors with different inter-
ests and claims. In this context effective stakeholder management is crucial for the success of the pro-
ject. The importance of project stakeholder management is recognized in the definition of project
management as well: “Managing a project includes adapting the specifications, plans and approaches
to the different concerns and expectations of the various stakeholders.” (PMI, 2004.) Despite the es-
tablished standards of systematic project stakeholder management, global projects many times face
unexpected challenges and interferences that rise from their unfamiliar stakeholder environment. Such
interferences affect the project progress and achievement of the set project goals significantly. Unex-
pected stakeholder related challenges may be 1) due to the incapability or impossibility to identify
relevant stakeholders to which the project has dependencies (e.g. local residents who oppose the pro-
ject), 2) incapability to evaluate the interests and objectives of stakeholders (e.g. permission proce-
dures or rise from local entities) or 3) failures in predicting the evolution and progress that takes place
among stakeholder relationships in the environment and their capabilities to affect the project’s deci-
sion making and practices.

The studied GPS 1II case projects have been analyzed from various viewpoints related to project
network structures and project stakeholders. The focus of the analyses has primarily been on external
stakeholder management (e.g. authorities, local groups, regulatory agencies etc.):
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— analysis of the anatomy of stakeholder related incidents in global projects — stake-
holders as risk sources

— analysis of different stakeholder influence strategies and their emergence during the
project life-cycle

— analysis of enacted response strategies to stakeholder pressures in selected global pro-
ject cases

— analysis of the effects of the project network structure and position of the focal organi-
zation (turnkey or system supplier) on the enacted response strategy to stakeholder
pressures

— analysis of project network complexity and its association with unexpected events and
realized risks

— analysis of effective stakeholder management practices in different case projects.

3.2.2 Analysis of the anatomy of stakeholder related events

The analysis of the collected data reveals that the unexpected events that are not taken into account in
traditional project risk analyses, relate typically to stakeholders and to the unforeseen developments in
project stakeholder relationships. Consequently, unexpected events are mainly exogenous and due to
project system interdependencies and unpredictable interaction with the project’s environment. The
direct implication of this observation is that if we cannot cover everything in our project risk analyses,
attention should be directed to the effective response approaches to unexpected and emergent events.

In the analyzed projecs tens of unexpected events related to project stakeholders (either to internal
stakeholders, such as customers or local subcontractors, or to external stakeholders, such as local
community groups or authorities) were identified. In the detailed analysis of the identified stakeholder
related events the following observations were made:

Stakeholder related risk information and stakeholder identification

> External stakeholder related risks (e.g. risks related to authorities, local groups) do not draw
enough attention in the project risk analyses conducted in the preparatory phases of the pro-
ject. Project risk logs entail restricted information about stakeholder related risks and stake-
holder relationships. Separate stakeholder network analyses are not typically conducted as
part of normal project management routines. Stakeholder maps are also rarely drawn. Conse-
quently, in many studied cases external stakeholder related events, such as opposition from
local groups, appeared to have emerged as a surprise during the project execution phase. In
this phase the management of the conflict is much more challenging. Early engagement
schemes, dialogues with various external stakeholders in the investment preparation phase
reduce the potential for conflicts during the project execution phase.
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Project manager’s attitudes and implications for stakeholder management approaches

>

It appeared that project managers oftentimes experience stakeholder related risks as uncer-
tain, ambiguous and challenging to make sense of and understand. Therefore, such risks are
easily dismissed and ignored in the risk analyses. Instead, project managers tend to focus and
favor technical risks - such risks they can quantify and, hence, feel that they can control. Pro-
ject managers experience their role as a “political risk analysts” as a controversial and chal-
lenging one. However, there existed clear differences among project managers in their di-
rected attention towards stakeholder related risks. Some project managers are clearly more
proactive and environment-oriented than other project managers that are more passive and in-
ternally oriented. Internally oriented project managers have a tendency to view the project as
an isolated entity with regard to its environment. More proactive project managers and project
teams view their project as a natural part of its host country environment and e.g. utilize cul-
tural hybrids, such individuals that can act as intermediaries between the local stakeholders
and the project team.

It is important to try to understand the true underlying motives and interests of different project
stakeholders and their interests in the project. However, in the analyzed project cases it be-
came evident that even within one organization, the interpretations of stakeholders’ motives
may differ significantly, which poses challenges to the formulation of appropriate stakeholder
management strategies. This observation resembles the confusion that often is the first reac-
tion of project managers to stakeholder conflicts.

Project stakeholders and their management in a networked setting

>

Project stakeholders are not only stakeholders in the direct sphere of influence of the focal
project organization. For example, subcontractor's stakeholders are also stakeholders of the
focal organization in case a stakeholder risk related to the subcontractor realizes. In net-
worked projects it is important to understand that stakeholder management is not only man-
agement of direct stakeholder relationships, but interdependencies between organizations and
in-direct links to diverse stakeholders need to be taken into account. Consequently, stake-
holder management is not management of single and separate dyadic stakeholder relation-
ships, but management of a network of stakeholders that may have interdependencies with
each other. In addition, different actors in the project network may respond differently to the
pressures and demands posed by different stakeholders. This may cause turbulence among
the organizations in the project coalition. In none of the analyzed projects was there a net-
work-wide stakeholder management strategy in place, but diverse project organizations tried
to manage the different stakeholders with their own approaches.

The dynamism of stakeholders’ positions during the project life-cycle

» The position and salience of different project stakeholders is dynamic through the project life-

cycle. In other words, drastic changes in stakeholders’ power, urgency and legitimacy during
the project may occur. Therefore, stakeholder analysis should be a continuous process
throughout the project. For example, some of the most influential and salient stakeholders
may actually emerge during the project execution, or stakeholders may form influential coali-
tions through which they can influence the decision making of an organization in a later stage
of a project. The dynamicity of stakeholder salience makes it challenging to identify all impor-
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tant stakeholders in the early phases of the project and emphasizes the need for continuous
stakeholder management process.

Implications of stakeholder conflicts

» The effects of stakeholder related conflicts may be drastic. Analyzed examples of these were
significant delays in schedule (typically several months), brand losses, financial losses in
terms of legal expenses, penalties due to delays, extra flights and extra consultant fees.

3.2.3 Stakeholder influence strategies

Through the study of different project cases, different stakeholder influence strategies, strategies that
stakeholders use to affect the outcomes of the project, were identified. The identification of different
stakeholder influence strategies enhances managers’ understanding on the diverse ways stakeholders
may act, and also supports the conduction of the stakeholder analysis.

One of the studied project cases was the pulp mill project of Metsd-Botnia in Uruguay. The project
has been subject to rather wide media attention due to its stakeholder related challenges. The plant,
built on the banks of the border river between Uruguay and Argentina, has been strongly opposed by
different local stakeholders in Argentina. Various stakeholder influence strategies were enacted and
the conflict escalated rapidly due to the opponent voices. The interest was in finding out the different
influence strategies that stakeholders have used to affect their perceived power and legitimacy and this
way the project implementation. The identified different influence strategies are presented in Table 3.

Table 3. Identified stakeholders’ influence strategies.

Type of stakeholder strategy | Description

Direct withholding strategy Stakeholders restrict project’s access to critical resources which are controlled
by the stakeholder to increase their perceived power.

Indirect withholding strategy | Stakeholders influence project’s access to resources that are not directly con-
trolled by the specific stakeholder to increase their perceived power.

Resource building strategy Stakeholders acquire and recruit critical and capable resources to their group
to increase their perceived power.

Coalition building strategy Stakeholders build alliances with other project stakeholders to increase their
perceived power or legitimacy.

Conflict escalation strategy Stakeholders attempt to escalate the conflict beyond initial project related
causes (e.g. political). Through this process the project may become an arena
for non project-related battles. This may introduce a new institutional envi-
ronment in which stakeholders’ claims are perceived as more legitimate.

Credibility building strategy Stakeholders increase their perceived legitimacy by acquiring credible and
capable resources, for example, capable individuals with good reputation or
networks.

Communication strategy Stakeholders use different types of media to communicate and increase the
perceived legitimacy and urgency of their claims.

Direct action strategy Stakeholders organize protests, road blockades, etc. to increase the perceived
urgency of stakeholder claims.
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3.2.4 Strategic responses to stakeholder pressures

In addition to understanding different stakeholder influence strategies, it is also important to under-
stand the response strategies that companies, taking part in a project, enact as a response to the claims
and pressures presented from their stakeholder environment. Companies’ response strategies to stake-
holder pressures were studied in different case projects. The findings indicate that some project actors
use clearly more active response strategies than others. Explanatory factors for this finding were also

analyzed. The identified response strategies are presented in Table 4.

Table 4. Identified response strategies.

Type of response strategy

Description

Adaptation strategy

Obeying the demands and rules that are presented by stakeholders. It
is considered that in order to cope with the demands and to achieve
the objectives of the project it is better to adjust to the external stake-
holder pressures.

Compromising strategy

Negotiating with the stakeholders, listening to their claims related to
the project and offering possibilities and arenas for dialogues. Mak-
ing reconciliations and offering compensation. Opening the project to
the stakeholders.

Avoidance strategy

Loosening attachments to stakeholders and their claims in order to
guard and shield oneself against the claims. Transferring the respon-
sibility of responding to the claims to another actor in the project
network. This kind of strategy resembles avoidance.

Dismissal strategy

Ignoring the presented demands of stakeholders. Not taking into
account the stakeholder related pressures and their requirements in
the project execution.

Influence strategy

Shaping proactively the values and demands of stakeholders. Sharing
actively information and building relationship with stakeholders.
Utilizing experiences from previous projects.

The analysis of different response strategies brought up interesting viewpoints on the role of the whole
project network in responding to stakeholder pressures: some organizations tended to utilize other
actors in the project network in responding to the claims of the stakeholders. Figure 7 illustrates the
network aspect to project stakeholder pressures. Figure 7 is based on one of the case projects that was

conducted in China.
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Figure 7. A network perspective to response strategies (the strength of the arrows depicts the salience
of stakeholder claims).

3.2.5 Network structure as a determinant of enacted response strategies to
stakeholder pressures

After the analysis of different response strategies, it was realized that a network perspective provides a
useful standpoint for examining how the patterns of relationships affect, facilitate and constrain a focal
organization’s behaviour towards external stakeholder pressures. This perspective further increases
our understanding on project management in a networked context.

Project networks and their patterns can be analyzed and understood through various attributes re-
lated to network actors and the relationships between them. Existing research suggests that the proper-
ties of project network structure, project network density and network centrality, influence the ability
of a focal organization to resist stakeholder pressures.

The extant research in the field of project stakeholder management is built on the assumption of an
individual project interacting with an individual stakeholder in a dyadic relationship (single project-
single stakeholder setting). However, a perspective that takes into account the impact of the network
structure of organizations on the enacted response strategy to stakeholder pressures should be em-
ployed. Therefore, it is suggested that a focal organization’s responses to external stakeholder pres-
sures and their management and reconciliation process, is formulated through the interaction of differ-
ent project network participants, not merely through the decision-making and actions of one single
organization.

Following this line of thought in unique global project context, project network density is assumed
to impact a focal organization’s ability to constrain the actions of external stakeholders, and a focal
firm’s centrality is assumed to impact its ability to resist external stakeholder pressures. Density is a
characteristic of the whole network. It measures the relative number of ties in the network that link
actors together and is calculated as a ratio of the number of relationships that exist in the network,
compared with the total number of possible ties if each network member were tied to every other
member. Density can also be interpreted as a measure of communication across the network: when
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density increases, communication across the network becomes more efficient. Consequently, as the
number of linkages between the organizations in the project network increases, information spreads
more efficiently within the project network. Network centrality relates to an organization’s position
and power gained through its network relationship structures in relation to other network actors. De-
gree centrality (one measure of network centrality) measures an actor’s number of direct ties to other
actors in a network and is the project network centrality measure used in this study. In project con-
texts, turnkey contractors normally have a high degree centrality generated by their coordinating func-
tional position in a network. This position also brings relational power due to the contractual structure
of the project network: turnkey contractors usually control and facilitate information exchanges among
different project network actors and coordinate relationships to local authorities and governments.

The effects of network structure on enacted response strategies were studied in selected four case
projects. The four cases differed in terms of the interaction of the two network determinants, density of
the project network and centrality of the focal organization in the project network. This in turn pro-
duces different types of network configurations. Moreover, the analysis of four project cases revealed
differences in the approaches that the focal organizations had enacted as their response strategy to-
wards external stakeholder pressures. Consequently, the two chosen structural project network deter-
minants can be argued to explain the enacted response strategy of a focal organization: the structural
attributes of project network can constrain or facilitate the behaviors of a focal organization in terms of
external stakeholders.

Figure 8 illustrates the four different project network configuration situations on the scales of high
or low degrees of network density and the centrality of the focal organization. In addition, the recog-
nized enacted response strategies in the cases are presented in the framework.

Centrality of the focal organisation

High Low
Hiah Influence strategy Avoidance strategy
9 Case Influencer Case Isolator

Density of the
project network

Compromisingstrategy Adaptation strategy

Low .
Case Compromiser Case Adapter

Figure 8. Project network structure and enacted response strategies to external stakeholder pres-
sures.
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In case Influencer, the project network had high density, the focal organization was in a position of
high centrality and the adopted response strategy was an active influence strategy. In case Compro-
miser, the project network had low density, the focal organization had high centrality and the response
strategy was compromising strategy. In case Isolator, the network density was high, the centrality of
Isolator was low and the adopted strategy was avoidance strategy. In case Adapter, the network den-
sity was low, the focal organization had low centrality, and the enacted strategy was passive adapta-
tion strategy.

3.2.6 Stakeholder network complexity and its association with unexpected
events and deviations

Different project cases were examined in terms of their stakeholder network complexity according to
the complexity dimensions: 1) number of stakeholder relationships 2) number of local relationships 3)
diversity of stakeholders’ interests and 4) inter-dependencies between stakeholders in the network.
The analysis revealed significant differences in the degree of stakeholder network complexity between
the different cases. In average, the network complexity of turnkey contractors is significantly higher
than that of system suppliers. Turnkey contractors have a high number of stakeholder relationships,
they are typically highly embedded locally with various local relationships and they face a variety of
diverse stakeholder demands and interests. Consequently, turnkey contractors face more unexpected
events and deviations with regard to their plans during the project execution phase than system suppli-
ers. In case system suppliers are locally embedded i.e. they have a lot of local relationships (e.g. local
subcontractors, authorities, trade associations) they face more unexpected events and institutional ex-
ceptions compared to such system contractors that are not deeply locally embedded. Therefore, the
complexity of the network structure is directly related to the number of deviations, realized risks and
unforeseen events during the project: the higher the complexity of the stakeholder network, the higher
the number of deviations during the project. The Figure 9 presents two network configurations of sys-
tem suppliers. In the left-hand-side network, the number of local relationships is low, while on the
right-hand-side figure the number of local relationships is higher and there exist interdependencies
between different stakeholders in the network. Therefore, in the right-hand-side network project uncer-
tainty and ambiguity are higher due to the more complex network structure. Consequently, the number
of deviations, unforeseen events, realized risks and exceptions, during the project, is higher. Further-
more, there is a greater need for the adaptation of project management practices due to diverse rela-
tionships. On the other hand, the local relationships were found useful in many ways: they provided
local knowledge that could be utilized, supported in reacting to unexpected local events and promoted
the legitimacy of the project in its host country environment. Additionally, local relationships often-
times also supported the project team in dealing with its local customer interface. As a conclusion,
project organizations need to realize the controversial influences and impacts of local relationships: on
the one hand, they generate unexpected events to projects and reduce the integration of the project
network. On the other hand, they support the legitimacy and anchoring of the project organization in
the host country environment.
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Figure 9. Examples of network complexity.

3.2.7 Stakeholder management practices in analyzed case projects

The practices of stakeholder management were analyzed in different GPS II project cases. Specifi-
cally, the examination was concerned with the environmental interpretation process in projects i.e. in
the processes through which projects come to know their complex stakeholder environments. The
study brought up the association of environmental interpretation processes that take place within pro-
jects with the emergence of diverse project stakeholder management practices.

Uncertainty of project’s stakeholder environment is typical of projects conducted in challenging and
unfamiliar institutional environments. The aspirations to understand and read the project’s stakeholder
environment relate closely to the basic requirement of all organizations: to build up interpretations
about the environment and this way reduce uncertainty. The purpose of project’s conscious stake-
holder analysis including activities towards the stakeholder environment is then to build up an inter-
pretation of a project’s stakeholder environment and this way reduce uncertainty. Based on this inter-
pretation, the organizational action is to be determined. Despite the established stakeholder manage-
ment standards, we only have limited knowledge, on how projects, in practice, interpret their stake-
holder environment and act based on their environmental interpretation. In this study the stakeholder
management practices of different case projects were examined in detail. Clear differences between
the approaches of organizations were found. Interestingly, the emergence of different stakeholder
analysis and management practices was found to be associated with how analyzable and controllable
the project managers assumed their project environment to be. While some project managers assumed
that the stakeholder environment is analyzable, events and actions are concrete and measurable, others
maintained that it was impossible to model or anticipate something that is so uncertain, uncontrollable
and unmanageable. Additionally, in some project cases the approach to project’s environment was
highly active, while in some project cases the approach was rather passive. Therefore, beliefs about the
project environment and activity towards the project’s environment were seen to explain the emer-
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gence of different practices related to stakeholder analysis and practices. Figure 10 illustrates the iden-

tified approaches:
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Figure 10. Interpretation processes and stakeholder management practices.

3.3 Culture and diversity: Management of project organizations
with cultural variety and diversity

3.3.1 Significance of cultural diversity in global projects

In global projects, Finnish project managers and teams encounter simultaneously multiple cultures,
both close and familiar as well as distant and exotic, in temporary, rapidly changing networks of or-
ganizations with various participants having often divergent objectives. Hence, global projects can be
considered culturally highly complex and exhibit highly intensive cross cultural interaction.

In the studied projects, it became evident that the Finnish project managers recognize the signifi-
cance of cultural factors in the success of global projects. Based on their managerial experiences, they
understand that cultural factors can “make or break” the project. As a consequence, the project manag-
ers engage in active interpretation of their own culture as well as those of the other project partici-
pants. Thus, it is understood that increasing cross cultural awareness and sensitivity is vital in coping
with the cultural complexity in global projects.
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3. Three perspectives to global projects

The project managers engage in active cross cultural management, that is, they actively develop
ways to cope with the cultural complexity. However, they also admit and understand that learning to
understand other cultures as well as to make mutual adjustments and adaptations is a long-lasting
process.

Finally, the project managers have a wide understanding on cultural complexity and differences in
global projects. They understand that cultural complexity include differences in individual and group
behavior; differences in working practices and leadership styles; differences in professional, organiza-
tional, and national cultures; and differences in project host country market, political, technological,
and legal environment.

3.3.2 Learning to recognize and understand cultural differences

In sum, it can be said, that learning to recognize and understand cultural differences in cross cultural
interaction in global projects is a long-lasting process. Becoming aware of one’s own and the others’
cultures can be described as a journey of exploration, where cultural differences become observable
and understood one step at a time.

The process of learning to recognize and understand cultural differences in global projects usually
starts by ignoring cultural differences and by not paying any attention to them at all. Often this is unin-
tentional, that is, this happens accidentally. This is because different situations are interpreted accord-
ing to one’s own cultural framework. In other words, different situations are perceived through one’s
own “cultural lenses”. People are imagined to interpret different situations in a similar way, and the
multitude of different situations that people actually interpret differently are not recognized or noticed.
As a consequence, individuals and groups in global projects usually try to behave the way most famil-
iar to them. However, as this happens, the cross cultural clashes and conflicts also begin to emerge.

The second step in learning to understand cultural differences in global projects appears when dif-
ferences in behavior, work practices, and leadership styles begin to emerge. As a consequence, indi-
viduals and groups begin to create generalized images of stereotypical and idiosyncratic behavior at-
tributed to different national groups (for example, “the Germans are bureaucratic, whereas we Finns
are flexible”). In global projects these stereotypical characterizations are often highly subjective in the
sense that usually “the others” are described with characteristics indicating inferiority, whereas one’s
own culture is described with superiority. In addition, these kind of generalized stereotypes are often
highly dependent on particular situations in the sense that different situations bring forth different as-
pects of a particular culture. However, this second step in learning to understand cultures is highly
important as it serves to create identities for the different groups in global project organizations. It is a
significant source of self-esteem and self-worth for the project groups and teams. In other words, it is a
highly important source of team spirit. On the other hand, these stereotypical characterizations also
indicate differentiation and fragmentation between the groups within the project organizations. They
are a source of group boundaries and barriers. At worst, this leads to national fragmentation, ethnocen-
trism, creation of cliques, and the disintegration of the project organization and network.

The third and fourth steps in learning to recognize and understand cultural differences are very close
to each other, although they differ in one significant way: When individuals and groups in global pro-
jects enter the third step in recognizing cultural differences, they understand that people behave differ-
ently, they hold different values, and that they interpret the same physical and social world in highly
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3. Three perspectives to global projects

different ways. However, characteristic to the third step is that these differences are considered as
problems and threats. As a consequence, cultural differences are considered something that should be
minimized in global projects. Usually this leads to the different cultural groups beginning to impose
their own way of behavior onto the others. The fourth step is similar to the third step in the sense that
cultural differences are recognized. However, the fourth step differs from the third in that the differ-
ences are no more considered as threats or problems. Instead they are approached from a neutral
standpoint or seen in a positive light. When this happens, it becomes possible to take advantage of the
cultural differences and create cross cultural synergies. This happens usually by mutual adaptation of
the cultural groups or by allowing and creating cultural heterogeneity and segregation, that is, allowing
each party to operate in the way most familiar to them.

To summarize, both “virtuous” and “vicious” paths of cross cultural cooperation were observed in
the studied global projects. The “virtuous” path begins by not perceiving any cultural differences.
Gradually the differences begin to appear during the project. Groups then begin to identify themselves
according to nationality, and ethnocentrism appears. Gradually this is replaced by development of
cross cultural awareness. Groups begin to learn about each other and mutual adaptation appears. A
shared working culture, where each party makes adjustment to their behavior begins to appear. Syner-
gies and possibilities to capitalize on cultural diversity emerge.

The “vicious” path follows the initial steps of the “virtuous” path. However, instead of mutual adap-
tation, the national fragmentation of the project organization intensifies. Groups become locked in
strengthened attempts to impose one’s own way of operating onto the others. Ethnocentrism and paro-
chialism intensifies. Some cooperation might be achieved in order to accomplish temporary project
milestones. However, the hostilities and animosity between groups remain latent and reappear at the
first possible instance. Consequently, the project organization remains in a hostile, disintegrated state
for extended periods. Cultural differences thus paralyze the cooperation and inhibit the possibilities for
cross cultural synergies.

3.3.3 Finnish project management culture

Despite the case studies focused on different Finnish companies carrying out global projects, some
elements of a common, shared worldview among the Finnish project managers, which could be la-
belled as the “Finnish project management culture”, became observable.

Elements of this culture were evident in the following areas of project management:

1. subcontractor selections
supervising partners

supervision by partners

project plans and documentation

2

3

4. project manager’s role
5

6. project contracts

7

conflict behavior and crisis management.

35



3. Three perspectives to global projects

With regard to subcontractor selections, the preferred mode for the Finnish project managers, when
operating in foreign markets, was to try and select the subcontractors according to their expertise, ex-
perience, and financial “health”. Thus, references and indicators of past and current performance of the
potential subcontractors were sought after. However, often this collided with the necessity to make the
subcontractor selections based on their position in the project host country’s business environment.

In partner supervision there seemed to be a preference for closely supervising the operations of, for
example, the subcontractors. However, when being supervised by their project partners, autonomy and
leeway was customary preferences for the Finnish project managers.

For the Finnish project managers, it also seemed to be customary to rely on the expertise and self-
guidance of their colleagues and subordinates. Thus, empowerment of the subordinates and “distant”
leadership was typical. However, during significant project difficulties or crises, the Finnish project
managers seemed to adopt a more “close” leadership style, assuming some responsibilities of opera-
tive management.

With regard to project plans and documentation, informality was preferred and “excessive” bureauc-
racy was disfavoured. For example, documentation that was considered to benefit the project progress
was considered worthwhile. However, this was often met with considerations that the project partners
seemed to require documentation which does not benefit the project progress and which is produced
“just for the sake of producing documents”. This latter type of documentation was considered unnec-
essary and highly disfavored.

Project contracts were also seen as potential sources of “excessive” bureaucracy and even conflicts,
hindering smooth project execution if followed to the letter. Thus, a more flexible attitude towards the
contracts was evident. According to this attitude the contracts were seen as general guidelines for pro-
ject execution and partner relations. On the other hand, project contracts were also seen as tools for
self-defence in conflict situations.

With regard to conflict behavior, the initial instinct of the Finnish project managers was to try and
avoid conflicts as far as possible. This also included an attitude towards claiming, whereby claims
were also seen as potential sources of conflicts. Thus, a preference to avoid “unnecessary” claims and
to avoid seeing claims as potential instances to boost profits was evident. In crises, the main behav-
ioral mode could be described as “thinking before acting”. Thus, the preference in crises was to plan
for systematical responses and actions before carrying them out. This kind of preference was some-
times conflicted with the preference to show immediate action instead of planning, which seemed to
be evident in some other cultures.

Some possible risks related to the Finnish project management culture could be classified into the
following three categories:

1. relationships with project partners
2. power positions in project network
3. operating in the project host country’s institutional network.

With regard to relationships with project partners, the Finnish project managers sometimes seemed as
authoritarian, autocratic, and possessing a sense of superiority. This could then run the risk of contrib-
uting to the disintegration of the project organization and to the increase of ethnocentrism. On the
other hand, as a consequence of the preferred documentation practices, own skills, competencies, ca-
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pabilities, and input in the project progress could sometimes remain hidden from the project partners.
Also own viewpoints, stances, and worldviews in conflict situations ran the risk of remaining hidden.

With regard to power positions in project networks, the Finnish project managers often considered
themselves as a bit too “kind” and contrasted themselves, for example, with the Germans, who were
perceived as highly strict and demanding. This could then run the risk of the Finns becoming defen-
dants in power battles between the project partners. In addition this could also lead to extended legal
battles as well as to missing “bargaining power” in post-project disagreements and settlements. The
“Finnish kindness” was also considered sometimes to lead into missed opportunities for extra revenues
or even to over-payments.

With regard to operating in the local institutional environment, the risk from the Finnish project
management culture was related to the possibility of overlooking the importance of the project host
country’s business networks and the importance of the local organizations’ position in those networks.
There also seemed to be lack of know-how in operating with the project host country’s authorities,
which could hinder the project progress.

3.3.4 Managing cultural differences

In general, there are three basic ways to manage cultural differences:

1. ignore
2. minimize
3. utilize.

When cultural differences are ignored, it is often assumed that “business is business” everywhere and
that no cultural adaptation is needed. Ignoring cultural differences might also be unintentional. As
cultural differences might initially be difficult to notice, the multitude of situations where cultural dif-
ferences might exist are often passed by unconsciously. Sometimes ignoring cultural differences is
intentional, and often in these situations ethnocentrism appears where one’s own culture is considered
to be superior to other cultures. For cultural groups, unintentional ignoring of cultural differences or
ethnocentrism are highly natural social processes, hence, this way of managing cultural differences is
often the most common way.

When cultural differences are minimized, they are often perceived as problems or posing a threat to
the project progress. As a consequence, attempts to create sameness, for example by attempts to stan-
dardize work practices are carried out by the project management. Another way to minimize cultural
differences is to try and minimize the possibility for cross cultural clashes. This happens usually by
allowing each party to operate in a way most familiar to them.

When cultural differences are utilized, they are no more seen as problems or threats. Instead, they
are perceived as opportunities for learning and creativity. Utilizing cultural differences builds on the
idea of recognizing the “best” parts of different cultures in a particular situation, and combining them
in order to achieve cultural synergies. However, in general this way of managing cultural differences
is usually the most infrequent.

In global projects, all these general ways to manage cultural differences were utilized in different
combinations. In addition, a deeper look into these management tactics revealed that underlying are
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specific processes that produce these coping mechanisms. These processes could be classified into
four different categories:

1. cognitive processes
2. affective processes
3. rationalistic processes
4. coercive processes.

Central to the cognitive processes producing the ways to cope with cultural differences was gradual
learning to understand cultural differences and to adapt and make adjustments accordingly for alleviat-
ing the cross cultural tensions or for benefiting from cultural diversity.

Characteristic to the affective processes were the development of emotional attachment between
project partners by the emergence of a sense of common commitment as well as mutual respect and
trust between the two parties. These processes seemed to facilitate the possibilities for both living with
cultural differences, as well as for minimizing cultural differences by promoting unity and integration.

Rationalistic processes seemed to contribute, for example, to minimizing the implications of cultural
differences by buffering and isolating the differences. Central to these processes were reasoning for
accepting the differences, and deliberate, rational action taken to contain and manage them.

Coercive processes seemed to underlie the capability to both ignore and minimize the implications
of cultural differences. These processes were marked by the exercise of power and authority bestowed
by the project managerial status or by perceived technological superiority to determine, for example,
appropriate operating methods or project team membership.

What is noteworthy of these processes is that they make the three general ways to manage cultural
differences dependent on temporal development. In other words, ignoring, minimizing or utilizing
cultural differences are not tactics that the project management could just decide to use in a particular
day or situation. Instead, for example minimizing cultural differences by attempting to create unity
within the project organization might require cognitive processes, i.e. gradual learning to understand
the differences, as well as affective processes, i.e. development of mutual respect and trust between
the project partners. Hence, achieving unity and establishing common, shared ways of operating could
be a long-taking, gradual process in a global project. In a similar way, the decision to ignore and by-
pass some cultural differences between project partners might require cognitive processes, i.e. learning
to recognize and understand which differences are those that can be ignored and bypassed. This holds
true also in case of the coercive processes, that is, the project management’s capability to make a uni-
lateral decision on a particular way to proceed might be dependent on learning to understand the ways
in which to cope with the possible cultural clashes.

In sum, it can be said that utilizing cultural differences and creating cross cultural synergy is some-
thing that is often aimed for in global projects. However, usually the different cultural groups in a pro-
ject network initially start by operating according to one’s own cultural way. Consequently, achieving
cross cultural synergy might be a long-taking process, requiring time consuming, gradual learning and
adaptation.

Finally, some significant antecedents for achieving cross cultural synergy between project partners
can be listed as follows:
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e project management support

e mutual respect

e mutual interdependence and motivation to work together, creating a common goal
e cqual status between partners

e information sharing

e joint experiences

e mediator/facilitator/buffer persons

e common external “threat”.

As can be seen, this list of antecedents for achieving cross cultural synergy is highly ambitious, and
includes issues that are often highly challenging to carry out and achieve in global projects. As a con-
sequence, this list is presented in the sense, that it could be seen as an indicative list to those issues and
areas that the project management might focus on and pay attention to when gradually developing
cross cultural synergy.
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Global projects represent an extremely challenging form of project work, especially in the sense that
despite the best efforts for planning and prediction, the complexity of the project network and the fact
that the operations usually take place on foreign soil with foreign partners are likely to cause many
unpredictable and unexpected events and deviations from project plans, having a significant impact on
the project progress. According to the research results, the most significant sources of the unexpected
events and deviations from plans are the actions of the various project stakeholders and the emerging
cultural diversity during the project progress. These two broad areas then have a significant impact on
the project risk management processes required for answering the specific needs and challenges of
global projects.

As becomes evident from the above presented research results in the three perspectives, during the
project life-cycle of a global project, the project execution is the most challenging phase where most
of the unexpected events and deviations from plans occur. This is the phase during which the project
stakeholders utilize the multiple mechanisms they have at their disposal for affecting the project pro-
gress. This is also the phase during which the cultural diversity within the project network and project
environment begins to appear and have its full impact on the project progress. Consequently, project
execution is also the phase where the need for the informal risk management practices is at its peak,
and where they are utilized to their fullest.

As the results also show, project managers of global projects have at their disposal multiple ways to
manage the risks emanating from the project network and stakeholders as well as from the cultural
diversity inherent in the project organization. However, it is to be admitted that many of these respond
mechanisms and informal risk management procedures are processes by nature, involving time, learn-
ing, and experience in order to be carried out. Hence, the research results point out that developing and
supporting the development of capabilities for carrying out these processes is of utmost importance.
Therefore the following is suggested:

Working towards more balanced formality — informality in project risk management: Formal
analyses and shared work procedures are valuable in creating a common basis for understanding all
the foreseeable situations in projects. However, these standardized work practicies turn out to be in-
adequate in solving unexpected situations in complex social contexts with neither predetermined ac-
tion plans nor specified response strategies available. In those situations it is more a question of the
abilities to quickly gather relevant data of the situation, abilties to make and give sense of the situation
and abilities to correctly respond to it.
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1. Managing foreseeable risks and unexpected events can make or break the project.

2. The formal risk management procedures are predefined behaviour models for project manag-
ers: what they are expected to do in project risk management and with which tools and meth-
ods.

3. There are two discontinuity points in formal project risk management process.The first one is in
the project start-up and handover phase from the sales to the project team. The other disconti-
nuity point is at the end of the project where the risk information from each project should be
gathered and utilized in other projects.

4. If project managers feel that the risk management practices are not usable in turbulent project
environments, those procedures and tools will not be taken into active use. Instead, more in-
formal practices will be taken into use.

5. Informal actions taken outside the formal predetermined risk management process are in sig-
nificant part of the uncertainty management in project execution phase. These informal risk
management processes and mechanisms are often hidden and their significance both to the
project risk management process and to the risk level of the project is not well understood.

6. Ultilizing the project managers’ intuition and instinct more effectively will bring along new per-
spectives to project risk management, especially in uncertain environments. At best, the project
manager’s informal practices and company’s formal practices in risk management are congru-
ent to each other, and informal actions support the formal systems and reinforce the project
managers’ behaviours that are aligned with formally stated goals.

7. Varying conceptions of risks among different positions in project organizations may hinder the
development of shared risk management culture in project business. Among project managers,
the risk is mainly seen as an adverse event by the project managers. Case organizations’ man-
agement emphasized the opportunities, positive side of the risks, as well. In sales manager’s
work the risk means a lost deal or, on the other hand, a won deal with strict terms, although it is
also their concern that the project will not have intolerable risks.

8. Experiences from realized risks and successful risk management practices are not fully utilized
in companies. Lessons learned practices could be expanded to evaluate the risk management
actions in projects and to update the risk knowledge that is gathered during the project.

To fit the risk management practices and new software tools better to project managers’ everyday
work and to encourage project managers towards more proactive risk management, we need to look at
the other end of the line: project managers’ current activities in practice, their preferences and their
needs in risk management. If project managers and site personnel feel that the risk management prac-
tices are not usable in turbulent project environments, those procedures and tools will not be taken into
active use. At best, the informal practices and formal practices in risk management are congruent to
each other, and informal actions support the formal systems and reinforce the project managers’ be-
haviours that are aligned with formally stated goals.

Successful projects show exceptional stakeholder management. Global projects involve various
actors with different interests and claims. Increasingly, projects are carried out as networks of different
organizations, namely project networks or multi-organizational or inter-firm projects. As projects are
embedded in complex stakeholder networks consisting of several organizations, it is central to under-
stand how these forces, external to the focal project organization, affect the project’s behavior and
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structure. Despite the established standards of systematic project stakeholder management, global pro-
jects many times face unexpected challenges and interferences that rise from their unfamiliar stake-
holder environment. Such interferences affect the project progress and achievement of the set project
goals significantly. Unexpected stakeholder related challenges may be due to the incapability or im-
possibility to identify relevant stakeholders to which the project has dependencies, incapability to
evaluate the interests and objectives of stakeholders, or failures in predicting the evolution and pro-
gress that takes place among stakeholder relationships in the environment. Project managers need to
pay continuous attention the stakeholder environment throughout the whole project lifecycle. The use
of different stakeholder analysis tools supports the project team in its effort. The importance of open
mindset towards different stakeholders, negotiations, engagement and dialogue with stakeholders in
the early stages of the project, cannot be overemphasized.

Projects may differ with regard to the complexity of their stakeholder network. Different stake-
holder network structures alter projects differently to influences and disturbances from their environ-
ment. The observed differences in the project’s interaction with its environment due to different stake-
holder network structures call for project management approaches that would be adjusted to the com-
plexity of the stakeholder network. Managers should realize that projects that are in constant interac-
tion with their stakeholder environment need different stakeholder engagement and management mod-
els than projects that are more closed systems.

9. Managing stakeholders can make or break the project.

10. Despite the established standards of systematic project stakeholder management models,
global projects many times face unexpected challenges and interferences that rise from their
unfamiliar stakeholder environment.

11. The complexity of the network structure is directly related to the number of deviations, realized
risks and unforeseen events during the project: the higher the complexity of the stakeholder
network, the higher the number of deviations during the project.

12. External stakeholder related risks (e.g. risks related to authorities, local groups) do not draw
enough attention in the project risk analyses conducted in the preparatory phases of the pro-
ject.

13. Even within an organization the interpretations of stakeholders’ motives may differ significantly,
which poses challenges on the decision making processes related to the formulation of appro-
priate stakeholder management strategies.

14. Stakeholder management is not just management of single and separate dyadic stakeholder
relationships, but management of a network of stakeholders that may have interdependencies
with each other.

15. The dynamicity of stakeholder salience makes it hard to identify all important stakeholders in
the early phases of the project and emphasizes the need for continuous stakeholder manage-
ment process.

16. Network perspective provides a useful standpoint for examining how the patterns of relation-
ships affect, facilitate and constrain a focal organization’s behaviour towards external stake-
holder pressures.
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17.

Project organizations need to realize the controversial influences and impacts of local relation-
ships: on the one hand they generate unexpected events to projects and reduce the high inte-
gration of the project network. On the other hand they support the legitimacy of the project or-
ganization in the host country.

Recognizing cultural differences is an individual journey of exploration that unfolds one layer at a

time and may take a long time. Cross cultural stereotypes may be misleading but they are an important

step in learning to understand cultural differences. Cross cultural stereotypes serve for important func-

tions in enhancing group self-esteem and self-worth. However, they also often indicate power imbal-

ances between project partners as well as disintegration within the project organization. Cultural learn-

ing is much more: Decisive is to learn to understand how different cultural groups understand and

perceive objects, behavior, meaning, and appropriateness in common social and physical world, as

well as their underlying reasons.

18.
19.

20.

21.

22.

23.
24.

25.

26.

27.

28.

Cultural factors can make or break the project.

Project managers recognize the significance of cultural factors and the potential risks they
might incur in global projects.

Many of the cultural differences between project participants often go unnoticed and just pass
by. However, unexpected events in the project often catalyze recognition of cultural differ-
ences.

From the management’s point of view, decisive is not the amount or size of the cultural differ-
ences rather than their situational match/mismatch. For example, cultural diversity in the pro-
ject network may buffer or mitigate the emerging difficulties and unexpected events.

Support and guidance might be needed in order to go beyond stereotypes towards more ad-
vanced stages of cross cultural understanding.

There are three basic ways to manage cultural differences: ignore, minimize, and utilize.

Ignoring cultural differences is usually the most common way to manage them as much of the
cultural differences are not noticed initially.

Attempts to minimize cultural differences by creating standardized, shared work practices or
common project cultures are also common. However, this is usually highly time-consuming be-
cause of resistance.

Utilizing cultural differences might require extensive cross cultural learning for understanding
the cultural differences, appreciating them, and tapping their benefits.

Creating shared project cultures or the ability to allow different project parties to operate in their
culture’s own way is a gradual and multidimensional process. It requires, for example, devel-
opment of trust and feelings of reciprocal appreciation between project partners.

Decisions to either ignore, minimize, or utilize cultural differences might not be simple decisions
to be made in any particular point of time. Instead they are often consequences of temporal
development and learning processes.
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5. Summary

Formal procedures form a premise for risk management, which project managers use to adjust the risk
management practices and day-to-day actions suitable for their own project management style and for
the project at hand. In order to achieve an efficient risk management process, both the project context
and nature of the party undertaking risk management need to be considered. Especially, for global
projects, we need more flexible and agile approaches to risk management that take account of the
complex project networks, cultural diversities and high level of uncertainties. Also conceptual under-
standing is argued: Understanding both the variance in risk perceptions and the varieties in unexpected
events, their occurrences and management within projects, are seen to contribute to more proactive
uncertainty management in projects. Managerially, we provide new insights into the project managers’
point of view and their role in project risk management. This study clearly indicates how diverse ap-
proaches project managers actually have to risk management.

In global projects, Finnish project managers and teams encounter simultaneously multiple cultures,
both close and familiar as well as distant and exotic, in temporary, rapidly changing networks of or-
ganizations with various participants having often different objectives. As a consequence, cultural
clashes take place, and time and possibilities for aligning and merging the different worldviews, and
management and operating practices do not necessarily exist. Project organizations divide into sub-
groups and cliques often based on national origins. Collaboration between the parties erodes and man-
aging and executing the project becomes complicated. Thus, cultural diversity may introduce signifi-
cant and unexpected risks to the project. On the other hand, cultural diversity may become a benefit in
different project phases and environments when the variety of different possible operating practices
and problem solving technique becomes extensive. This way project managers and teams may experi-
ence possibilities for learning novel operating methods and worldviews. In the studied projects, the
Finnish project managers have, for example, managed the cross cultural interaction with multiple ways
by attempting, on the one hand, to bridge the cultural gaps with different team building methods, ar-
ranging possibilities for mutual familiarization, learning and trust development, and on the other hand,
by trying to reduce the tendencies for domination of one party or emphasizing one’s own ways of op-
erating, thus, creating space for everybody to work in their personal ways. In the studied global pro-
jects Finnishness and the Finnish project management culture has also emerged with different empha-
sis and elements depending on the encountered cultures and project host countries
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