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Abstract: A construction company’s decision to expand into international markets must be based on a good understanding of the
opportunities and threats associated with international business, as well as the development of company strengths relative to internatior
activities. These factors were evaluated in this study by surveying the executives in charge of international construction of large Unitec
States based contractors. The information was collected by means of two rounds of a Delphi survey, the results of which were used &
input in an analytic hierarchy proce&HP). The findings indicate that track record, specialist expertise, project management capability
are the most important company strengths; loss of key personnel, shortage of financial resources, and inflation and currency fluctuatior
are the most important threats relative to international markets; and increased long term profitability, the ability to maintain shareholders’
returns, and the globalization and openness of the markets are the most important opportunities available in international works. Thi
study is of relevance to practitioners as it systematically highlights the factors that affect international construction for the benefit of
executives of medium-to-large size construction companies who are considering expanding into overseas markets. It is of relevance t
researchers too as it demonstrates the successful use of the combined Delphi and AHP.
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Introduction interdependence, represent the primary forces of globalization
(Hutton 1988; Kennedy 1991The global economy has created
Even though international construction is not a new phenomenon,business environments that differ radically from those of the past.
globalization provides the possibility of new opportunities to con- Agreements such as the Uruguay Round in the General Agree-
struction companies. Developing countries need new infrastruc-ment on Tariffs and TradeGATT) have fundamentally changed
ture and buildings and welcome specialized contractors from in- the structure of the construction industry. The globalization of
dustrialized countries. The lowering of international barriers also construction markets now allows local construction companies to
allows construction companies to conduct business in developedcompete internationallyjHan and Diekmann 2001
countries such as the United States and the European Union. But In the global economy, no market is forever safe from foreign
the international construction business is sensitive to world eventscompetition. Even when companies stay at home, they eventually
and it entails political, financial, cultural, and legal risks. Under- have to face foreign competition. The nature and direction of
standing the opportunities and threats associated with interna-international trade in construction depends upon the global distri-
tional markets and assessing a company’s preparedness for intebution of construction activity as well as the distribution of
national ventures are crucial to the growth and sometimes thewealth. Although the economies of most countries are affected by
bare survival of construction companies. the state of the industrialized economies, the demand for design
There exist several reasons for construction firms to expandand construction services in certain international markets can be
their business into international markets. These reasons includenigh when it is low at homdKangari and Lucas 1997Also,
stagnant domestic markets, spreading risk through diversificationstructures are expensive and can be financed most easily by coun-
into new markets, competitive use of resources, and taking advan+ries with large savings or the capacity to borrow. While there are
tage of the opportunities offered by the global economy. Techno- a large number of United States and Japanese contractors that
logical advances, political reform, worldwide trends toward priva- undertake international work, there are also a large number of
tization and an increasing recognition of economic foreign companies doing business in the United States and to a
lesser extent in Japan. The rate at which this shift toward a more
“Turner Construction Co., 55 East Monroe St., Suite 3100, Chicago, integrated global economic system is occurring has recently been
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Table 1. Ratio Scale of Analytic Hierarchy ProceSaaty 1999
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Fig. 1. Flowchart of study

The Delphi method, on the other hand, is an exercise in group
communication among a panel of geographically dispersed ex-
2000. The objective of this study is to evaluate the relative im- perts. Delphi replaces direct confrontation and debate by a care-
portance of company strengths associated with international ex-fully planned, orderly program of sequential individual question-
pansion, and the threats and opportunities inherent in internationalnaires sent to a preselected panel of exp@tewn 1968. The
markets. series of questionnaires is interspersed with feedback derived
from the respondentéMitchell 1991). These questionnaires are
designed to elicit and develop individual responses to the prob-
Methodology lems posed and to enable the experts to refine their viddker
and Ziglio 1996. The use of a statistical group response assures
The analysis is conducted at two levéisg. 1). First, an internal that the opinion of every member of the group is represented in
analysis is conducted that consists of assessing a company’she final responséDalkey et al. 1972
strengths associated with international construction. The strength The Delphi process was administered to solicit information
factors identified after a thorough literature review include project about the pairwise comparisons required by AHP. Experts were
management expertise, financial strength, specialist expertiseasked to make relative comparisons between pairs of factors using
international-network, equipment/material/labor support, track the AHP scale. The fundamental AHP scale of absolute values for
record, and technological advantag@iedman 1984; Quak 1991; representing the intensities of judgments is shown in Table 1.
Pheng 1996; Crosthwaite 1998 pportunities and threats asso- Human ability to make qualitative distinctions is well represented
ciated with international construction are then assessed in an ex-by five attributes: equal, moderate, strong, very strong, and ex-
ternal analysis. The likely threats were identified in the literature treme. Compromises can be made between adjacent attributes
as inflation and currency fluctuations, interest rate increases,when greater precision is needed. The totality requires nine con-
shortage of financial resources, bribery in the host country, for- secutive values. This scale has been validated for effectiveness in
eign competitors in the host country, cultural differences, and loss many applications and through theoretical comparisons with
of key employeegFriedman 1984; Strassmann and Wells 1988; many other scale€Saaty 19956 Respondents are asked to trans-
Arditi and Guiterrez 1991; Barco 1994; Ramcharran 1998 form their real life comparisons to the nine-value AHP scale.
whereas the opportunities include chances to take advantage of Fifty four United States-based international construction com-
the globalization and openness of markets, availability of new panies with minimum $10 million in revenue ranked in the top
service areas, increased long-term profitability, chances to take225 international contractors listed EBngineering News-Record
advantage of the privatization programs in emerging economies,(ENR) in 2000 were invited to participate in the Delphi survey.
chances to take advantage of beneficiary international agree-Seventeen companies accepted the invitation and were sent a
ments, ability to maintain shareholders’ return, and chances tomail-in questionnaire. Twelve of the 17 returned the questionnaire
achieve technological advancemé@tl 1993; Crosthwaite 1998;  administered in the first round, effectively constituting a rate of
Raftery and Pasadilla 1998; Ramcharran 1998 response of 22% of the original population of 54 companies. Con-
The combined use of the analytic hierarchy pro¢@d$P) and sidering the fact that company executives were asked to respond
Delphi is an original approach that was explored in this study. The to an eight-page questionnaire composed of cumbersome pairwise
AHP is a general theory of measurement. It is used to derive ratio comparisons, the response rate of 22% is quite satisfactory.
scales from both discrete and continuous paired comparisons. The All participants had positions at an executive level. They were
AHP enables decision makers to represent the simultaneous intereither general managers or vice presidents in charge of interna-
action of many factors in complex, unstructured situations. It tional business development. The experts were first asked to con-
helps them to identify and set priorities on the basis of their duct pairwise comparisons of the strengths of their respective
objectives and their knowledge and experience of each problem.companies relative to international construction. For example, if a
It reflects the simple, intuitive way to deal with problems, and it respondent thought “project management capability” is six times
streamlines the process by providing a structured approach tomore important than “financial strength” in conducting interna-
decision making Saaty 1999 tional business, the response would be
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the questions are posed to make the pairwise comparisons. The
reason why a Delphi survey was conducted to collect information
in this study was to ensure that the lowest possible consistency

If a respondent thought “financial strength” is four times more ratio was obtained. The expectation was that convergence in re-
important than “project management capability” then the responsesponses will be reached through the Delphi process and this in-
would be formation in turn will result in consistent findings. If these mea-

. » sures fail to achieve consistency, it is likely that the problem has
Project management capability not been accurately structured—that is, similar elements have not
4 Financial strength o “been grouped under a meaningful criterion. It is important that
The respondents were then asked to conduct pairwise compariconsistency ratios in AHP modeling are below 10% as consis-
sons of threats and opportunities associated with internationaltenCy reflects the quality of judgments.
construction.

In the second round, the questionnaires were remailed to the
same 12 _respondents along with the median values of the resu“SStrengths of Construction Companies Relative to
obtalr_1ed in the flr_st round. The experts on the_pane_l were ‘?‘lsolnternational Construction
supplied with their own answers to the questions in the first

round. They were asked to reconsider their answers in the light of t,o mean standard deviations of company strengths were com-

thg _information collected in the first round. Ten out of the 12 puted for each Delphi round and compared with each other. Most
original respondents responded to the second round. of the differences in the standard deviations were in the expected

Convergence between the responses obtained in the tWogjrection, such that convergence occurred between the first two
rounds was checked to see if consensus was achieved in expetfonds in 20 pairwise comparisons out of 21. In order to test the

opinions. Consensus simply means a general agreement in regagistical significance of the convergence, thest was used to
sponses. Several studies have examined how many rounds argompare the mean standard deviation in the fipsipy) and the
required for responses to stabilize. Brockhaus and M'Ckelse“second(MSDg rounds. The computed statistic shows that the
(1977 report that most studies contain three or fewer iterations. gitference between the means is not significant at ded.01
According to Dalkey et al(1972, the greatest change in group level. The degree of convergence obtained in the second round
performance between rounds is the decrease in response Va”ab"appears therefore to be sufficient for consensus.

ity from the first to the second round. Dietz987 reports that The median values obtained from pairwise comparisons of
forecasting error decreases over successive iterations, but that th@ompany strengths were input into Expert Choice. An overall
decrease between round one and three was only 10%. It appeargonsistency ratio of 0.06 was obtained. This consistency ratio is
that most changes in Delphi response occur in the first two roundsjess than the 0.10 threshold recommended by SE#99 and

and that not much is gained in conventional Delphi by iterating proves that all judgments are logically consistent. The factors are

more than twice. In fact, a highly suggestive outcome of Dalkey discussed in the following paragraphs in order of importance.
et al.'s(1972 experiment was that answers were most accurate on

round two and actually became less accurate on subsequent
rounds. There is, then, a move away from multiple-round Delphi Track Record
tOWard a VieW that two roundS are SUffICIent The number Of The most |mportant Strength Of a Company re'ative to interna_
rounds needs to be as few as possible; otherwise fatigue and timgjonal construction is “track record” with a relative weight of
pressure will result in high panel attritidiMitchell 1997). 23.80% computed by Expert Choice. Companies with a strong
To assess the degree of convergence between two rounds, thgack record are considered to have a competitive edge. An expe-
significance of the differences between the means of the standar¢ienced firm has either a ready solution or a cheaper one to a
deviations obtained in each round were tested usingt-tiest technical problem because it has encountered a similar problem in
(Blalock 1972; Dalkey et al. 1972 the past and has invested in its solution. It has demonstrated
The median values obtained in the second round of the Delphithrough previous performances that it has the organization and
survey were used as input inxpert Choicea group meta de-  technical know-how and experience to overcome technical chal-
cision support software product based on AHP. Expert Choice lenges that may emerge in the course of a construction project
calculated the relative weights of the factors. In paired compari- (Quak 199}. United States based companies continue to share
sons, the smaller element™*is used as the unit and the larger international market. According to the ENR’s list of the top 225
element §” is estimated as a multiple of that unit in the form international contractors, there were 64 United States based con-
(wi/w;)/1. An estimate of the ratia;/w; is taken from a funda-  struction companies in the list in 1998, 74 in 1999, 73 in 2000,
mental scale of ratings such as the scale in Table 1. After priori- and 79 in 2001, but only 34 appeared in the four consecutive
ties are set for the criteria, pairwise comparisons are made be-years(The Top 225 International Contractors 1999, 2000, 2001,
tween the ratings to set priorities for them under each criterion, 2002. Only 16 Japanese and 2 British companies were listed in
and each of their priorities is divided by the largest rated criterion. the 4 consecutive years. It appears that not every company has a
Finally, alternatives are scored by checking off their respective strong track record in international markets.
ratings under each criterion and summing these ratings for all the  Track record is most important in specialist engineering con-
criteria. This produces a ratio scale score for each alternative. Thetracts, project management contracts and large contracts. Track
scores thus obtained for the alternatives can, in the end, be nor+ecord in the form of reference projects markets a firm through its
malized by dividing each one by their sui@aaty 1998 This is past successes, creates goodwill and provides the conditions for a
how the relative weights are obtained in AHP. reactive entry strategy. Since some construction companies are
According to Saaty1999, the consistency ratio of the results considering expanding into international markets for the first
should be 10% or less. If it is not, the quality of information time, it is expected that these companies may lack a suitable track
should be improved—perhaps by revising the manner in which record. A firm that lacks a suitable track record has to pursue an

6 Project management capability
Financial strength
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aggressive entry strategy, or find itself a strategic ally that pos- in 2001. This constitutes 19.5% of the total international volume
sesses the necessary track rec@dak 199]1. On the whole, a of work undertaken by the United States companies listed in the
firm with a track record will be in a better position to market its top 225 international companies by ENR.
expertise to prospective international clients and consortium part-  International projects are likely to be very complex, including
ners. The top AHP ranking of “track record” supports Neo's conditions such as multiple ownership, elaborate financial provi-
(1976 finding that a contractor's overseas experience in work of sions, and different political ideologies. These projects are more
similar scale and type is the most important criterion considered difficult to manage than domestic projects as the risks involved
by consultants. are more numerous and less predictable. Very often, the expertise
that is required to bring these projects to fruition requires a new
o ] breed of project manager who is both businessman and techni-
Specialist Expertise cian. The business role is of great importance as project financing

. _has already become an important factor in export project devel-
The second most important company strength computed by Ex opment than technological excellen¢8tallworthy and Khar-

pert Choice is “specialist expertise” with a relative weight of banda 1983
19.40%. In the international arena, United States based companies
have a major share of the power, industrial/petroleum, hazardous

waste, and sewer/waste markets. For conventional buildings andinternational Network
well-known types of infrastructure, American construction firms
do not have a cost advantage. For relatively conventional projects
throughout the world, the high salaries of Americans make their
employment overseas prohibitively expensive. American firms
that specialized in highways, dams, urban infrastructure, housing,

office buildings, and other traditional projects were able to win ™. . . 0 .
contracts in the Middle East during the peak of the oil boom, but with a rellatlve weight O.f .13/0 pomputed by Expe.rt Choice. A
formal or informal association with a local construction company,

because of their higher costs, they can no longer meet the com-. L .
o S financial institutions that fund overseas projects, local govern-
petition in shrinking markets.

- . . ment agencies in charge of construction investments can lead to
Specialist technologies enable smaller companies to carve a

. X - : ; valuable information. Similarly, engaging the services of a local
niche for themselves in the international market by competing for : - -
S . . consulting firm that can systematically scout the local markets
specialist subcontracts or as a desired consortium paf@usaik . - ; . . .
- oo . and submit periodic reports is sometimes considered a worthwhile
1991). The provision of new technologies is a method for obtain- investment
ing work in an environment where low cost pricing may favor a

. . . : Construction firms interested in exploring foreign markets ma
local construction firm. To be competitive, knowledge of a special P g g y

character is to be incorporated in structures and equioment that iSparticipate in overseas trade missions in order to establish inter-
- P quip national contacts. These trade missions are generally organized by
novel to the receiving country. For example, the needs of energy-

- o ) . trade associations or by the government. Trade missions enable
efficient buildings and the requirements of the telecommunica- y 9

i h 10 be add d. Mod t method articipants to have first-hand knowledge of the operating envi-
lons age have lo be addressed. Modern management methoog, ot jn a foreign land and, where appropriate, allow business
have to be used to achieve on-schedule and within-budget project, ) +octs to be made

completion of increasingly large and complex infrastructure Construction firms may also contract with nonconstruction re-
projects. The need to provide current technologies to overcome

di | o or chall in forei lated companies from their own country to build in overseas lo-
commo |ty_ type, low cost pricing 1S a major challenge In 10r€ign - ¢ a4iong, This arrangement can be realized easily if overseas inves-
markets (Sillars and Kangari 1997 The special expertise for

ited . ¢ hnol based . tors, having dealt satisfactorily with a particular contractor in
United States companies comes from technology based project§yeir gomestic market before, indicate a preference for their for-

(Stras_smann and Wells 19)88Resglts show that having a special eign development to be built by the same contrad@heng

expertise can be one of the major strengths for a company that; ggq |t follows that an effective marketing network should in-

looks for opportunities in international markets. clude not only foreign parties but also local parties interested in
investing and/or constructing overseas.

An international marketing network enables a firm to secure in-
formation on technology, forthcoming projects, buyers, potential
competitors, and potential coventurers. This information allows a
construction company to formulate an appropriate competitive
strategy(Quak 1991. "International network” was rated fourth

Project Management Capability

The third most important strength that a company should have in Technological Advantage

international competition is “project management expertise” with Technological advantage is defined by the extent of the knowl-
a relative weight of 16.90% computed by Expert Choice. The edge and expertise used in technically sophisticated projects. This
importance of project management expertise in international con-factor was ranked fifth with a relative weight of 11% computed
struction was also observed by many researchers. For exampleby Expert Choice. The demand for sophisticated projects such as
according to Strassmann and We(l988, the principal Ameri- chemical plants, refineries, power plants, and industrial com-
can competitive edge is not in using familiar building methods for plexes in the international market emphasizes to the merits of
well known types of structures. Rather, it lies in efficient project sophisticated technolog§Neo 1976. Also, globalization is ac-
management. American contractors win contracts abroad, notcompanied by an increase in the rate at which new technologies
only because of their experience with advanced technologies, butare introduced, changing the strategies required by industry mem-
also because of their organization and management skills. Ac-bers to remain competitive.

cording to ENR(The Top 225 International Contractors 2002 Technology is often one of the most effective weapons that
United States based companies undertook $1,468.2 million worthenables a construction company to penetrate into foreign markets.
of construction management-for-fee work and $2,857.5 million This is particularly true for projects in developing countries where
worth of construction management at-risk in international markets there is an urgent need to possess the best and the latest. The new
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technologies in less developed countries are provided by compa-ndeed, operating abroad presents very substantial risks such as
nies from industrialized countries where research and develop-commercial risks, currency risks, and investment risks, particu-
ment have been emphasized m@pheng 1996 The possession larly to those firms unprepared to cope with numerous unfamiliar
of advanced technologies has been an advantage in the internaeustoms and legal requirements that can frustrate even the best
tional market, evidenced by the large market share of the compa-organization and managemedMcConville 1996. Project financ-

nies based in more advanced countries. Despite the entry barriersng for international construction also harbors completion risks,
that many developing countries impose on foreign firms to protect operational risks, and political as well as regulatory risks.

their infant construction industry, United States, European, and  Convergence occurred between the two rounds of the Delphi
Japanese construction firms continue to dominate these marketprocess in 20 pairwise comparisons out of 21. The comptted
as a result of their technological edge. For example, in 2001, thestatistic shows that the difference between the mean standard de-
United States, European, and Japanese construction companieiation in the first(igp;) and the seconéugp,) rounds is signifi-
combined market share was 71% in the Middle East, 70% in cant at thex=0.01 level, indicating that the experts changed their

Asian countries, 79% in Africa, and 89% in Latin Ameri€ehe minds considerably between the first and the second rounds.
Top 225 International Contractors 2001 Given the recommendation that convergence after the second

round is typically negligibly small, a third round was found to be
Financial Strength unnecessary.

. . ) . ) . An overall consistency ratio of 0.09 was obtained with Expert
According to the literature, financial strength is one of the impor- cpgice, which indicates that the respondents’ judgments are logi-

tant company strengths in international construction. The generalca”y consistent. The factors are discussed in the following para-
wisdom dictates that the stronger a company’s financial position, graphs in order of importance.

the better its capacity to carry out far-reaching and ingenious
strategic plans. It can also take higher risks with prospects of
higher returns. It enjoys a higher credibility and reputation among Loss of Key Employees
its clients and suppliers. For these reasons, Warsalgd6
considers the financial strength of a company to be an important
strategic asset. According to Phefi®96, the ability to provide
attractive financing packages to potential clients will often deter-
mine which international contractor will win the contract, and the
first prerequisite to secure attractive financing packages from fi-
nancial institutions is a solid balance sheet. Despite the generally
acknowledged importance of a construction company'’s financial
strength in international competition, this factor was rated sixth
out of seven with a relative weight of only 8.10% computed by
Expert Choice. The reasoning of the respondents may be that th
investor in a construction project is the owner and not the con-
tractor. The contractor pays subcontractors, material dealers, an
others out of the monthly payments received from the owner.
Therefore the financial strength of a construction company is
closely related to the strength of its working capital and to the
adequacy of its cash flow but the size of the contractor’s working
capital is significantly smaller than the owner’s investment in the
project (Price 1995.

Losing experienced and talented staff is the most important threat
associated with international construction with a relative weight
of 24.60% computed by Expert Choice. A company’s personnel is
probably the most important resource in a competitive environ-
ment and key to its success.

A construction company performs two different types of mana-
gerial tasks{1) tasks with a technological content such as project
planning, management, selection of construction method, estimat-
ing, budgeting, and control; all of these tasks require a solid en-

ineering background an@) tasks with business content such as
inancial management, marketing, accounting, procurement of
roducts, and services. The distinction is not always clear-cut.
asks of marketing or procurement may sometimes require a
good understanding of engineering, while project management,
on the other hand, may require proficiency in business methods
(Warszawski 1996 Besides these factors, international construc-
tion business requires additional talents in individuals. Foreign
language, familiarity with the region, ability to adapt to foreign
cultures, and strong emotional characteristics are desired positive
factors.
Equipment, Material, and Labor Support Construction firms’ primary asset is their people. They are on

Friedman(1984 lists equipment and field resources as a primary the front lines building a structure and interacting with several
strength for construction companies. A contractor's capabilities Parties on a daily basis. They create the source of competitive
with respect to qualified personnel, equipment, and plant consti- 2dvantage. When considering international expansion, personnel
tute important factors considered in the assessment of potentialPlanning is one of the core elements of strategic planning. It is not
bidders in international constructidiNeo 1976. However, this ~ €asy to find the right people when needed. Losing talented key
factor was ranked last with a relative weight of only 7.20% com- €mployees in a specific overseas assignment may hamper com-
puted by Expert Choice. The little importance attached to this Munication with local entities, exacerbate the clash of cultures,
factor by the respondents may be explained by the fact that most'€ad to misunderstandings of the risks involved, and consequently
construction companies operating overseas typically procure theirMay influence the project in a negative way.

equipment and materials from local markets. Similarly, while key

administrative personnel are members of the company who tem'Shortage of Project Owners’ Financial Resources
porarily reside in the host country, most of the operational per-

sonnel is probably hired locally. The second most important factor is the “shortage of project own-

ers’ financial resources” with a relative weight of 19.10% com-
Threats Associated with International puted by Expert Choice. There is no shortage of international
Construction construction work needed, only a lack of capital, or a lack of

ability on the part of owners to balance financial resources against
The inclusion of overseas markets into a company’s portfolio in- construction needs. Finance for construction work may come
evitably brings along a certain element of risk and uncertainty. from a variety of sources such as the World Bank, supranational
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bodies such as the Commission of the European Economic Com-higher interest rates. Interest rates play a crucial role in the suc-
munities, national governments, local authorities, and public cor- cess of international construction companies. While Japanese and
porations. Any one of the numerous private undertakings or indi- Italian firms were benefitting from their respective export—import
viduals may also initiate a project or provide fun@ox 1983. bank interest rates, higher interest rates prevented the efficient
‘Financial engineering’ has become very important in interna- functioning of the export—import bank for United States compa-
tional contracting Arditi and Guttierez 1991 It involves bidders nies. The other factor related to the export-import bank and
adding in their bid package a financial plan for the project. This is which affected United States contractors’ competitiveness, was
a trend that started in the 1970s in countries with limited financial the lower interest rates in the early 1980s at which overseas com-
resources or in oil-rich countries short of cash. Because not evenpetitors were borrowing money from their respective governmen-
the World Bank and its subsidiary development banks had enoughtal agencies. Some competitors were offering mixed credits with
money to fully finance all the worthy projects, the export—import low interest from their export—import bank. Others were deferring
banks of various industrialized nations jumped in with additional loan payments or granting abnormally long payback periods
financing for some jobs on the condition that the contract got to (Arditi and Gutierrez 1991L
the financing bank’s co-nationals. But that, too, fell short, and the
call went out to the commercial banks to add their money to the
government funds. The ability to secure sizeable low-interest
loans from financial institutions to fund large overseas projects Foreign competitors in host countries are potential threats for new
has now become an important part of international construction. entrants into the market. Over the past 10-15 years competition in
the international construction industry has increased dramatically
as new contractors have entered the industry from less developed
countries and as workloads have dropped in the major markets. In
This factor was rated third out of seven, with a relative weight of the changed environment, international contractors face a com-
13.30% computed by Expert Choice and is closely related to the plex situation in which success only partially depends on price
overall state of the economy in the host country. Contracting in competition, and other factors which differentiate a contractor’s
international markets involves the frequent transfer of funds product from that of competitors become more cru¢g&tymour
across national boundaries. Currency fluctuations are of particular1987. Korean firms chose a cost leadership strategy and made
interest for construction companies from industrialized countries substantial inroads into the Middle East market through aggres-
operating in developing countries. A possible implication of a sive cost cutting on labor-intensive infrastructure projects. Chi-
declining local currency in a developing country is that costs of nese companies with their enormous resources of skilled man-
imported materials, plant, and equipment will increase, thereby power, provide an example of a strategy based on cost focus
thinning the amount of anticipated profit. It may also increase the (Miles 1995. Participation of new contractors especially from
costs of loan repayments and interests incurred by local opera-developing nations may affect the international competition. In
tions for foreign debt$§Neo 1976. addition to the new entrants from less developed countries,
The consequences of inflation in the host country also have aUnited States and European construction companies have always
serious impact on the cost of a construction project. Some of thebeen major competitors. For example, while the United States-
recently emerging Eastern European countries and some of thébased companies had 16% of the Middle Eastern, 15% of the
Latin American and African countries have experienced inflation Asian, 27% of the African, and 38% of the Latin American mar-
above 100% per year. Forecasting inflation is very difficult. It is kets undertaken by the top 225 international companies listed by
in the interest of construction companies to collect and rigorously ENR, European construction companies had 50, 29, 47, and 48%
evaluate detailed financial information. Embassies, banks, eco-of these markets respectively in 200he Top 225 International
nomic magazines, financial newspapers, and discussions with in-Contractors 2002 This factor was rated fifth out of seven with a
dividuals with knowledge of the subject are usually the best in- relative weight of 11.90% computed by Expert Choice.
formation sources(McConville 1996. Accounting practices,
procurement methods, the timing of purchasing decisions, collec-
tive bargaining agreements with local unions, and overall cash
flow management have to be adjusted in the light of the antici- Doing business across national boundaries requires interaction
pated rate of inflation. with people and their institutions and organizations nurtured in
different cultural environments. Values that are important to one
group of people may mean little to another. In brief, there exists
among nations striking and significant differences of attitude, be-
This factor closely follows “inflation and currency fluctuations” lief, ritual, motivation, perception, morality, truth, superstition,
with a relative weight of 12.80% computed by Expert Choice. and an almost endless list of other cultural characterigtlam
International construction companies looking for financing have 1996. This factor was rated sixth out of seven with a relative
to struggle among five major financing sources: National export weight of 9.10% computed by Expert Choice.
credit agencies, international financial institutions, commercial  Difficulties encountered in international projects often find
banks, investment bankers, and counter trade. Sometimes, as their genesis in the differences between the cultures of the foreign
sixth source, they reach into their own company’s treasury for contractor and the other partié€@wners, subcontractors, material
investment. Of these mechanisms of financing, the one that hasdealers, etg.in the host country. Kangari and Luc&k997 rec-
played the most important role in the success of certain interna-ommend that the importance of cross-cultural relations should be
tional companies like the Japanese and Italian firms is their re- well understood before one undertakes a foreign operation. Stud-
spective export—import banks. However, for United States com- ies conducted in the United States have suggested that differences
panies, mainly two factors have prevented the efficient in national culture do influence the choice of foreign investment
functioning of the export—import bank: budget restrictions and (Fisher and Ranasinghe 200However, social and cultural is-

Foreign Competitors in Host Country

Inflation and Currency Fluctuations

Cultural Differences

Interest Rate Increases
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sues manifest themselves in a variety of ways and it is important Increased Long-Term Profitability

not to generalize in a manner that can lead to mistakes. Mawhin- . ) ) o
ney (2001 suggests that people are individuals and that the dif- The most important .opp.orf.umty that companies mgy h,’?“’% |n. In-
ference between two individuals of the same nation can be biggerternatlonal construction is “increased long-term profitability” with

than the assumed difference between one national trait and an@ "elative weight of 28.70% computed by Expert Choice. A major

other. Much of the advice on overcoming cultural differences cen- r€ason for diversifying a company’s activities is to take advantage
ters on keeping an open mind and not seeing different ways of Of market peaks in an area while fighting slumps in another. Ex-

doing things as being absolutely right or wrong, since cultures panding a company’s activities to overseas locations presumes
and norms vary enormously that some markets in some overseas locations offer profitable op-

portunities when domestic markets are not doing particularly

well. Whereas it can be argued that in this era of globalization and
Bribery in Host Country interdependence, the economic conditions in major industrialized

countries often dictate the economic climate in many other na-
ions, it would be realistic to acknowledge the fact that not only
he ripple effect takes time to reach all nations, there may also be
important local differences that may generate altogether different
local conditions. Expanding to the international market appears
therefore to be a good way to survive slumps in a coufdiy
mestic or oversea®ind increase profitability in the long term.
This result is fully in accordance with Crosthwaite’s988

Even though questionable ethical practices in foreign countries
are reported and denounced in many studies, this factor was ratetﬁ
last with a relative weight of only 9% computed by Expert
Choice. Ethical considerations with an emphasis on bribery and
foreign corruption within the guidelines of the Foreign Corrupt
Practices Act are noted by Barc@994. The Foreign Corrupt
Practices Act puts heavy penalties on attempts to bribe foreign
officials in qrder to o.btaln contracts. Thellndustry does not lobby findings. According to Crosthwaité1998, the responses of the
for permission to bribe, even though bribes may be customary, _ ... . . . .
. : - British construction companies surveyed with respect to their rea-
though perhaps illegal, in many host countries and although they . -
may be viewed as legitimate tax-deductible business expenses ipons for_ operatm% overseas |nd|_cat_e_d tt]at the_top ranked_ response
some European countries including Germai$trassmann and was to Increase Iongtgrm _prof|tab|I|ty. This is broadly in line
X . . . with previous research in this area by Seym@887 and Abdul
Wells 1988. Corruption and bribery are very emotive words in . . . -
the developed world markets. While corruption was not tolerated Aziz (19.94)’ and their work was not purely restricted to British
in the developed worldin theory at leastthe attitude was differ- companies.
ent when working outside home markets. For many years the
payment of bribes by the international arms of companies to cor- Apjlity to Maintain Shareholders’ Return
rupt local officials in pursuit of international projects was con-
doned by many governments, even though this was banned withinThe second most important opportunity is the “ability to maintain
their home countries. It was viewed as a cultural difference and shareholders’ return” with a relative weight of 19.10% computed
therefore unavoidable. Development banks such as the Worldby Expert Choice. This finding supports Seymou987) find-
Bank have a clear anticorruption policy which is applied to their ings which identifies the maintenance of shareholders’ returns as a
projects although this is a relatively new phenomenon. Corruption major reason for operating overseas and the work of 1836
and bribery are now more clearly viewed as a criminal activity who argues that shareholder opinion is important in the choice of
and construction companies all over the world are forced to avoid overseas markets. A defensive strategy adopted by major compa-
such practices as some are caught up in legal investigationshies is to operate in more than two countries so that recession in
(Mawhinney 2001 one country can be offset by boom periods in others. The line of
reasoning is that a contractor’s interest in multienvironments is
more effective in protecting the shareholders against adverse trad-
Opportunities Associated with International ing conditions in one geographical arééeo 1976.
Construction
) ) _Ability to Take Advantage of Globalization
Whlle the new glopal economy confronts construction companies 5,4 Openness of Markets
with threats to their survival, it also presents unprecedented op-
portunities for growth and profits. International trade has been Many economists agree that increasing openness and globaliza-
growing at twice the rate of gross world product for several de- tion bring all around benefitéRaftery and Pasadilla 1988This
cades, and international flows of services have grown more rap-factor was rated third out of seven with a relative weight of
idly than flows of tangible productékoot 1994. 16.40% computed by Expert Choice. The growing acknowledg-
Convergence occurred between the two rounds of the Delphiment of the advantageous effects of open markets, however, is
process in 20 pairwise comparisons out of 21. The computedinvariably accompanied by an intensification of global competi-
t-statistic shows that the difference between the mean standardion as nations better integrate into the world econaiiyiler
deviations in the firstusp;) and the secon@ugp,) rounds is not 2000. While globalization increases competition within geo-
significant ata =0.01 level. The degree of convergence obtained graphical borders, it also provides increased access outwardly to
in the second round appears therefore to be sufficient for consenmarkets previously inaccessible. It is important for construction
Sus. companies to recognize this changing environm@illars and
An overall consistency ratio of 0.03 was obtained with Expert Kangari 1997.
Choice, which indicates that the respondents’ judgments are logi- The growth of multinationals has been an important factor in
cally consistent. The factors are discussed in the following para- the internationalization of construction. Multinationals have in-
graphs in order of importance. vested billions of dollars in new foreign operations, much of it
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requiring construction input. Multinationals are reported to often incentive—the reward of greater profits—to search for increases
use the same construction companies that built their domesticin productivity, to enter new markets, and to exit losing oft¢if
projects(Mawhinney 2001 2000. This factor was rated sixth out of seven with a relative
Construction has always been an important part of a country’s weight of 8.9% computed by Expert Choice.
economy as it contributes significantly to the gross domestic  Privatization has grown worldwide since the early 1980s be-
product. It is not surprising that it is now considered to be an ginning in Great Britain and expanding in the 1990s to develop-
important part of the global economy particularly since globaliza- ing countries. More than 100 countries have privatized previously
tion allows multinationals to invest in a large number of coun- government-owned business€he Top 225 International Con-
tries, encourages the formation of financial institutions that pro- tractors 1998 The foreign investor is an important element in
vide favorable loans for construction projects in foreign lands, privatization efforts. Especially in developing countries, the level
and allows and sometimes forces contractors to be active in moreof available capital is usually insufficient to drive the desired rate
than only one country. of market expansion, and these economies are often dependent on
foreign investment to support and sustain a privatization program
(Miller 2000). It follows that privatization creates opportunities
for construction companies to undertake projects in other coun-
The new economy brings great opportunities for expansion in tries, not only for local owners but also foreign owners or multi-
construction services as a result of increasing demand in manu-hationals.
facturing (textile, electronic, and auto assembling plangower
(hydro-electricity, transmission lingswater supply(dams, reser-
voirs, desalination and portability treatment plants, industrial
waste plants sewage/solid wastésanitary treatment plants, in-  Construction technologies have historically been slow to develop.
dustrial waste planjs industrial procesgsteel mills, refineries, The acquisition of and ability to apply such new technologies is
food processing sit¢sand transportatiofrirports, bridges, roads, of particular importance in international constructié@uak
canals, piers This factor was rated fourth with a relative weight 1991). Joint ventures or alliances can be a good solution for con-
of 10.90% computed by Expert Choice. According to ENR’s mar- struction firms to access specialized technology, enhance their
ket analysis, manufacturing, power, water supply, sewage/solidtechnological know-how, and develop new technical areas. Not
waste, industrial process, and transportation collectively consti- surprisingly, this factor was rated last with a relative weight of
tuted 64% of the total market held by the top 225 international 6.30% computed by Expert Choice. Indeed, a construction com-
companies in the four years 1998 to 200he Top 225 Interna- pany whose motivation in bidding for international work is to
tional Contractors 1999, 2000, 2001, 200@vestments in infra- acquire technological expertise will probably not be the winning
structure, power, and manufacturing are considered the prerequibidder because international bidders are called because the indig-
site for economic growtliRamcharran 1998 The major markets enous construction industry lacks the technology to carry out
in the transitional economies of Central and Eastern Europe, andhighly sophisticated projectCIl 1993).
the developing countries of Latin America, Asia, and Africa, are
characterized by massive investments in infrastructure, power,
and manufacturing, thus creating major opportunities for interna- Conclusion
tional construction companies.

Availability of New Service Areas

Increased Chances for Technological Advancement

In today’s economic system, no market is isolated from the global
markets. Globalization brings new opportunities to construction
companies. However, for companies that consider international
Globalization and bilateral and multilateral free trade agreementswork, these markets also entail many risks. This study sensitizes
have resulted in increased business opportunities for constructionUnited States - based construction companies to possibilities in
firms throughout the world. New opportunities are offered by the international markets by highlighting the importance of com-
agreements such as the Uruguay Round in the GATT and thepany strengths associated with international expansion, and the
North American Free Trade Agreement. Developments in Central threats and opportunities inherent in international construction.
and Eastern Europe and former Soviet republics, and emergingThe combined use of AHP and Delphi is an original approach that
markets in Asia and developing countries, as well as changes inwas successfully explored in this study. The results obtained are
the European Union have fundamentally changed the structure oflimited by the small size of the sample that consisted of 10 out of
the construction industryHastak and Shaked 2000rhe devel- 54 United States - based companies listed in the top 225 interna-
opment of free trade blocs has increased the construction tradetional contractors by ENR. But the data provided by the Delphi
and realigned the construction industry by encouraging acquisi- study to the AHP process yielded results that are consistent, as
tions and joint ventures, or opening new branch offices in foreign measured by the consistency ratios that were always below the
countries(Han and Diekmann 2001This factor was rated fifth  threshold of 0.10 specified by Saat}999. The results can be
out of seven with a relative weight of 9.6% computed by Expert summarized as follows:

Choice. 1. As much as 73% of the company strengths reported by re-
spondents to be of importance in international construction
included track record in similar international work in the
past, specialist expertise in a particular line of work that re-
quires sophisticated know-how, the capability of delivering
Privatization transfers the ownership of state property into the project management services, and a network of contacts that
hands of private individuals, frequently by the sale of state assets can supply critical information about international projects.
through an auction. Privatization is seen as a way to unlock gains Expanding business into new countries will help to establish
in economic efficiency by giving new private owners a powerful new and more extensive networks and to improve the com-

Availability of Beneficiary International Agreements

Ability to Take Advantage of Privatization Programs in
Emerging Economies
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pany’s track record. A company that never had international Barco, A. L.(1994. “International expansion, ethics, and prohibited for-

business experience should consider alliances in order to ob-  €ign trade practices.J. Manage. Eng. 10(5), 34-40.

tain the necessary track record and establish the necessarlalock, H. M. (1972. Social statisticsMcGraw—Hill, New York.

networks for future works. Brockhaus, W. L., and Mickelsen, J. FL977). “An analysis of prior
2. Loss of key personnel, shortage of financial resources, infla- Delphi applications and some observations on its future applicability.”

tion and currency fluctuations, and interest rate increases are  'echnol. Forecast. Soc. Chang#0, 103-110. = N

the most important threat’0%) associated with interna- Brown, B.(1968. A methodology used for the elicitation of opinions of

tional construction. The most important threat appears to be __€Xperts The Rand Corporation, Santa Monica, Calif.

the loss of key employees with special talents and skills such Construction Industry InstitutéCll). (1993. “Competing in the global

f - ket.” Publication 30-1 Austin, Tex.
as knowledge of foreign language and ability to understand market, Fublication <o 1Austin ex . ) .
different cultures, in addition to technical and managerial Cox, V. L. (1982. International construction: Marketing, planning, and

Kills. “Fi ial . ing” has b . tant execution Construction Press, New York.
SKIS. .InanCIa. englnee.rlng as ecomglan important as- Crosthwaite, D(1998. “The Internationalization of British Construction
pect of international projects and the ability to secure ad-

5 ¢ ) ] Companies 1990-1996: An empirical analysi€onstr. Manage.
equate financial backing may be one of the most important  gconom, 16(4), 389-395.

award criteria for some projects. The inflation and interest pajkey, N. C., Rourke, D. L., Lewis, R, and Snyder,([@972. Studies in
rates as well as the monetary policies in effect are governed ¢ quaiity of life, Lexington Books, Lexington, Mass.
by local economic conditions. These factors are beyond the pietz, T.(1987. “Methods for analyzing data from Delphi panels: Some
control of construction companies but companies’ estimating,  evidence from a forecasting studyfechnol. Forecast. Soc. Change
purchasing, accounting, and personnel policies must be ad- 31, 79-85
justed in anticipation of the future trends in this respect. Fisher, T. F., and Ranasinghe, N200J). “Culture and foreign compa-
3. Increased long term profitability, the ability to maintain nies’ choice of entry mode: The case of the Singapore building and
shareholders’ returns, the openness of the markets, and the ~construction."Constr. Manage. Econonl9(4), 343-353.
availability of new service areas are the most important op- Friedman, W.(1984. Construction marketing and strategic plannjng
portunities(75%) offered by international markets. Profit is McGraw—Hill, New York.
the main motivation of business and the prospect of in- Han, S. H., and Diekmann, J. £2001). “Approaches for making risk-
creased profitability and thus improving shareholders’ return Eﬂa;rfgggog‘;%&‘; ggg'sé%% for international projects."Constr. Eng.
e O T o 1 SeCn 10 X090 et 1. and Shod 42600 “CRAV- ode o ol
N IR T construction risk assessmend.”Manage. Eng. 16(1), 59-69.

economy creates new fields of work in virgin territories and . . . . CoT

. . . ;i Hill, C. W. L. (2000. International business: Competing in the global
forces construction companies to undertake projects in other market place Int. Ed.. McGraw—Hill, New York
nations if they want to survive and grow while competing Hu L ' )

- . . - tton, J.(1988. The world of the international managephillip Allan,
with contractors from other countries threatening them inthe o ¢4 UK.

international as well as their domestic markets. Jain, S. C(1996. International marketing managemerg8outh Western
To survive and prosper in the global economic system, con-  college Press, Cincinnati.

struction companies need to develop special strategies. Operatingangari, R., and Lucas, C. (1997. Managing international operations:
overseas offers new opportunities but also brings many threats. To A guide for engineers, architects, and construction managerseri-
conduct business in international markets, construction companies can Society of Civil Engineers, New York.
should develop specific strengths. A construction company’s de-Kennedy, C. R.(199). Managing the international business environ-
cision to expand into international markets must be based on a ment Prentice-Hall, Englewood Cliffs, N.J.
good understanding of the opportunities and threats associated/awhinney, M. (200]). International constructionBlackwell Science,
with international business, as well as the development of com- Malden, Mass. _ _
pany strengths relative to international activities. McConville, J. G.(1996. International construction costs and reference

Executives of most medium-to-large construction companies _data yearbookWiley, New York. ' ,
have to consider operating overseas some time or another. ThisM"e.s’ D. (1995. Internatlon_al project mark_etnngnternatlonal construc-
. . . tion Management Series-6, International Labour Office, Geneva,
study is of relevance to practitioners because these executives g itzeriand.
need to be cognizant of the factors highlighted in this paper in \jjer, R. R. (2000. Doing business in newly privatized marke@uo-
order to make informed and rational decisions. The study is of  yym Books, Westport, Conn.
relevance to researchers too in that it combines Delphi with AHP wmitchell, V. W. (1991). “The Delphi technique: An exposition and appli-
in an innovative way. This combination may become the norm in cation.” Technol. Anal. Strateg. Manage3(4), 333-358.
future studies as it has proved to significantly improve the quality Neo, R. B.(1976. International construction contractind3owker Pub-
of the data plugged into the AHP system, hence achieving consis- lishing, Essex, U.K.
tency ratios below 10%. Pheng, L. S(1996. Theory and practice of construction export market-
ing, Ashgate Publishing Company, Burlington, Vt.
Price, A. D. F.(1995. Financing international projectsinternational
Construction Management Series 3, International Labour Office,
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