Re-thinking Governance for Megaproject Collaboration: A Stewardship Theory

Perspective

Abstract

As megaprojects continue to play a pivotal role in societal and economic development, an

exploration of megaproject delivery structure, its challenges and governance model in a

collaborative work environment is needed. Megaprojects, characterized by their scale,

complexity and transformative potential, have become pivotal components of modern

development initiatives. However, managing and governing these colossal endeavors,

particularly within an inter-organisational and multi-disciplinary structure, presents unique

challenges. In response to these challenges, this paper adopts stewardship theory as an

alternative perspective to the previous research on megaproject governance. Stewardship theory,

in contrast to the traditional agency theory, emphasizes ethical leadership and the intrinsic

motivation of stakeholders. It postulates that individuals, particularly leaders, can act as

responsible stewards who prioritize the long-term welfare of the organisation and its

stakeholders. Hence, this paper calls for a re-consideration of megaproject governance by

embracing stewardship theory that could offer a promising avenue to address the unique

challenges posed by inter-organisational collaboration in megaproject governance.

Keywords: Megaprojects; Megaproject Collaboration; Project Governance; Stewardship

Theory, Agency Theory




1. Introduction

Megaprojects are “large-scale, complex ventures that typically cost a billion US$ or more, take

many years to develop and build, involve multiple public and private stakeholders, are

transformational, and impact millions of people” (Flyvbjerg, 2017, p3). Megaprojects are

typically characterized by large size, long duration, high uncertainty, ambiguity, and complexity,

cultural diversity, a dynamic governance structure, large-scale policy making, and significant

political and other external influences (Greiman 2013; Klakegg et al. 2008; Merrow 2011;

Muller and Hobbs 2005). They demand meticulous planning, rigorous management, and

unwavering leadership. The recent emergence of multi-disciplinary sectors of megaprojects

including areas in transportation, energy, climate change, medical research, education, water

supply, innovation and scientific projects, roads, bridges, tunnels, dams and high-speed rail,

effective megaproject practice is required to address complexities that exceed the technical

concerns of engineering (Clegg et al. 2017; van Marrewijk et al. 2016). These projects often

span multiple years, cross various geographical regions, and demand immense financial

investments.

At the same time, there has been an increasing trend in the research of megaproject management

and performance for a better understanding of “what goes on in megaprojects — how they are

managed and organized, from within, by the managers who are tasked with bringing them to

fruition” (S6derlund et al. 2017). Most of the existing research is concerned with understanding
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why megaprojects fail so frequently and seek to identify some of the dimensions that make

megaprojects so difficult to manage, including their size (Flyvbjerg, Bruzelius, et al., 2003;

Flyvbjerg, 2017; Merrow, 2011; Morris and Hough, 1987), uncertainty (Lenfle and Loch, 2010;

Miller and Lessard, 2000), complexity (Brady and Davies, 2014; Davies and Mackenzie, 2014),

urgency (Morris and Hough, 1987; Shenhar and Dvir, 2007), and institutional structure (Scott

etal., 2011). A common thread across this body of research is that megaprojects present unique

challenges that can only be effectively addressed through collaborative efforts that bring

together expertise, resources, and innovation to successfully tackle the colossal challenges of

megaprojects delivery.

Megaprojects are generally led by a client team, prime contractor, or some form of temporary

collaboration such as alliance, joint venture, or partnering or consortium of multiple parties

(owners, sponsors, clients, contractors, suppliers, and other stakeholders) that work jointly on

a shared activity for a limited period of time in an uncertain environment (Jones and

Lichtenstein, 2008; Merrow, 2011). The purpose of this activity is to coordinate and integrate

the efforts of numerous subgroups and suppliers involved in project activities (Davies and

Mackenzie, 2014; Davies et al., 2009). However, these alternative structures tend to be

primarily understood and implemented from an agency theory perspective introduced in the

work of Jensen and Meckling (1976), which are characterised by control, monitoring,

individualistic identity-driven behaviour, and self-interest. The prevailing assumption in most
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studies on governance is shareholder-oriented corporate governance, as evidenced by the

prevalence of agency theory in project governance research (Muller, 2011).

One alternative that has gained momentum in recent years is stewardship theory (Donaldson

and Davis,1991) in governance. Stewardship theory proposes a different set of principles and

incentives compared to agency theory (Jensen and Meckling, 1976). While agency theory

assumes that individuals primarily act out of self-interest and require external controls to align

their actions with organisational goals, stewardship theory asserts that individuals, particularly

in a collaborative structure can act as responsible stewards who prioritize the long-term welfare

of the organisation and its stakeholders. This shift from an agency-centric perspective to a

stewardship-centric one carries the potential to significantly enhance governance theory and

practices by enabling better collaboration. By focusing on the ethical and moral dimensions of

leadership and the intrinsic motivation of stakeholders, stewardship theory offers an alternative

path to success in megaproject collaboration. This paper discusses the merits of embracing

stewardship theory in megaproject governance, making propositions on how it can contribute

to more effective and responsible collaborative practices.

In the remainder, this paper first reviews the academic literature on megaproject collaborative

delivery approaches including their characteristics, limitations, and challenges. Then the

theoretical background of megaproject governance theories is discussed with an insight into the

project and corporate governance and then focuses on the comparison between agency theory
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and stewardship theory in terms of their ability to support collaborative delivery in

megaprojects. This illustrates the viability of stewardship theory in devising effective

megaproject governance in practice when compared with the agency theory. Finally, the paper

discusses the implications of a stewardship-theoretical approach towards megaproject

governance for future research and practice.

2. Collaborative delivery approaches for megaprojects

2.1 Types and benefits of collaborative delivery approaches

Megaprojects are a complex system of systems used as the delivery model for different

industries including transportation, energy, water supply (Flyvbjerg and Stewart, 2012; Davies

and Mackenzie, 2014), the Football World Cup or major defence programmes (National Audit

Office [NAO], 2004). Established as a temporary organisation, megaprojects can be led by a

client team, prime contractor, or some form of collaborative project delivery models

(Lahdenpera,2009) such as project partnering (Bresnen, 2007; Bygballe and Swérd, 2019),

consortium (Grimsey and Lewis, 2004), project alliancing (Guo et al., 2014; Walker and Lloyd-

Walker,2015), integrated project delivery ( Cohen, 2010; National Association of State

Facilities, 2010), or special purpose vehicle (Grimsey and Lewis, 2004; Davies and Mackenzie,

2014) or joint venture (Grimsey and Lewis, 2004; Hobday, 2000) or coalition of multiple parties

(owners, sponsors, clients, contractors, suppliers, and other stakeholders) that work jointly on

a shared activity for a limited period in an uncertain environment (Jones and Lichtenstein, 2008;
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Merrow, 2011). The term ‘collaboration’ refers to “a process in which autonomous or

semiautonomous actors interact through formal and informal negotiation, jointly creating rules

and structures governing their relationships and ways to act or decide on the issues that brought

them together; it is a process involving shared norms and mutually beneficial interactions.”

(Thomson et al., 2009). However, some the clarification about collaborative delivery of

megaprojects is needed.

In today’s competitive business environment related with to megaprojects, there is a growing

demand by the clients of the megaprojects for involving multiple organisations to operate in

collaborative project delivery approaches and an inter-organisational setup which can be in the

form of “consortium” or “project alliancing” or project partnering” or “integrated project

delivery” or “joint venture” or “special purpose vehicle”. Each differs in its structure, purpose,

and the degree of collaboration involved. Also, the terms of such collaboration are often used

loosely or interchangeably by practitioners, and this leads to confusion over the definition of

the terms in practice. Fortunately, the business context invariably makes the meaning clear.

Nevertheless, it may be useful to propose some operational definitions for these terms as

described in Table 1.1 below, collaborative project delivery approaches used by the entities

towards the delivery of a megaproject.




a formal collaboration between multiple independent

organisations or entities (individually referred as “member”

or collectively as “members” of the consortium). These

entities maintain  their legal and organisational

independence and are often formed for a specific project,

program, or initiative, combine resources, and strive

towards a common goal.

is a multiparty contracting arrangement between two or

more entities who undertake the work cooperatively on a

shared risk and reward basis to achieve agreed outcomes

based on principles of good faith and trust, an open-book

approach

Grimsey and Lewis,

2004; Davies and

Mackenzie, 2014.

Davis and Love, 2011;

Love et al., 2011;

Jefferies et al., 2014;

Lloyd-Walker et al.,

2014; Walker and

Lloyd-Walker, 2015;

Guo et al., 2014.




is (a single project application of) a management approach

used by two or more organisations to achieve specific

business objectives. and based on mutual objectives, an

agreed method of problem resolution, and an active search

for continuous improvements

is a project delivery method distinguished by a contractual

agreement between a minimum of the owner, design

professional, and builder, where risk and reward are shared,

and stakeholder success is dependent on project success

Sakal (2005); Zheng et

al., 2008; Eriksson

(2010); CII (1991);

Cowan et al., 1992

Shenhar and Duvir,

2007; Denicol, 2020;

Davies and

Mackenzie, 2014,

Cohen, 2010; National

Association of State

Facilities, 2010




is characterised by several firms collaborating on a project

or several distinct projects to share the profits net of interest,

each firm being paid based on its agreed contribution in kind

or financial terms.

is a formal accounting and contractual arrangement set up

by one or more firms to undertake a project or a series of

projects separate from the accounts of the firms comprising

the SPV. Thus, not all SPVs are consortia. However,

consortia invariably set up SPVs after being selected to

carry out specific work and the members of the consortium

become the shareholders of the SPV.

Grimsey and Lewis,

2004; Davies and

Mackenzie, 2014;

Hobday, Mike. 2000;

Ruuska, et al., 2011;

Grimsey and Lewis.

2004;

Table 1.1: Types of megaprojects collaborative project delivery approaches

The collaborative structure formed to achieve common goals is not always given the attention
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it deserves in academic research. While the lack of an extensive literature review on

collaborative project delivery approaches may be notable, it should not overshadow that

collaboration plays an indispensable role in the success of megaprojects and their ability to

bring together diverse expertise, optimize resource allocation, share risks, foster innovation and

promote international collaboration is unparalleled.

As megaprojects are capital-intensive endeavours, they often exceed the financial capacity of a

single entity or organisation. Through the collaboration, financial resources are combined,

reducing the burden on individual participants or members and spreading the financial risk.

This shared investment approach ensures that megaprojects have access to the necessary funds

throughout their lifecycle, promoting stability and sustainability. In megaprojects, unforeseen

challenges are commonplace, ranging from regulatory hurdles to unexpected geological

obstacles. Collaborating organisations can distribute these risks (Miller and Lessard ,2007;

Cavusgil and Deligonul ,2011) more evenly, mitigating potential setbacks, therefore, facilitating

the sharing of risks (Zwikael and Smyrk, 2015). By doing so, they increase the project's

resilience and improve its chances of timely completion. When experts from various fields

collaborate, new and ground-breaking solutions can emerge. These innovative approaches (Li

and Hambrick, 2005) can lead to cost savings, enhanced sustainability, and improved project

outcomes (Sharma ,2012). The collaborative approach is increasingly common due to its ability

to mitigate risks, enhance innovation, and optimize project outcomes. Collaboration creates an
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environment where creativity and ingenuity flourish, driving progress (Turner, 2009) in

megaprojects.

The selection of a collaborative approach depends on the objectives of multiple parties or

organisation involved in a megaproject (owners, sponsors, clients, contractors, suppliers, and

other stakeholders).

2.2 Challenges for collaborative delivery approaches

Megaproject teams tend to rely on tried-and-true procedures since contractual constraints, strict

timetables, and budgets are frequently prioritised over higher-risk innovation strategies

(Sergeeva and Zanello 2018). It is becoming increasingly difficult for organisations to envision,

plan, and carry out projects that are complex in terms of structure, uncertainty, dynamics, pace,

and socio-political context (Baccarini, 1996; Geraldi et al., 2011; Padakar and Gopinath, 2016).

When businesses behave in their own best interests to maximise their financial return at the

expense of weaker parties, this is known as opportunistic behaviour (Williamson, 1985).

Megaproject sponsors have gradually shifted away from traditional, adversarial forms of

contracting and towards collaborative approaches that foster cooperation to counter this

problem. Such behaviour can take many different forms, such as failing to fulfil obligations,

withholding pertinent information, or not bargaining/negotiating in good faith (often relying

upon information asymmetries). Because these contractual arrangements allow parties to "share

the gain and share the pain," there has been a growing reliance on non-traditional contracting
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methods to deliver megaprojects, such as consortiums, alliances, relational contracts, or public-

private partnerships (Bygballe et al., 2010; Lahdenpera, 2009).

Although collaborative inter-organisational teams have to deal with a variety of issues,

including disparate organisational cultures, a rise in heterogeneous ideas, technical jargon, and

working styles, the differentiation of power and outcome distribution, and increased perceived

personal differences, certain limitations and challenges as summarised in table 1.2, associated

within such collaboration must be addressed towards the selection of governance approach.

Building trust and aligning interests among Zwikael and Smyrk,

multiple stakeholders in mega projects can be 2015; Ibrahim,

challenging. = Diverse  organisations and Costello, and

individuals may have different priorities, Wilkinson ,2013

objectives, and perspectives. Establishing a

shared vision and fostering trust among project

participants is essential but can take time and

effort

Mega projects often involve a large number of Ibrahim, Costello, and
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participants, including various organisations,

teams, and individuals. Coordinating and

communicating effectively across these diverse

entities can be complex. Miscommunication,

information gaps, and coordination delays may

hinder collaborative efforts and decision-making

In collaborative environments, power dynamics

can influence decision-making and resource

allocation. Differing levels of influence, control,

and authority among project stakeholders can

create challenges in achieving a fair and balanced

collaboration. Resolving conflicts and managing

power asymmetry requires effective governance

mechanisms

Mega projects are characterized by their

complexity, scale, and interdependencies.

Wilkinson 2013;

Winch and Leiringer,

2016

Davis et al., 1997,

Hofstede, 1998

Capka, 2004. Frick,

2008; Qiu et al. 2019;
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Collaborative efforts must account for the
intricate nature of such projects, including the
integration of multiple systems, interfaces, and
stakeholders. Coordinating diverse activities,
managing interfaces, and ensuring compatibility
can be demanding in large-scale collaborations
Organisations participating in mega projects may
have different organisational cultures, structures,
and processes. Aligning these diverse cultures and
adapting to new ways of working can pose
challenges. Differences in decision-making
styles, risk tolerance, and project management
approaches may require significant effort to
overcome

behavior  involves

Collaborative sharing

resources, knowledge, and risks among project

Pitsis et al., 2018;
van Marrewijk et al.,

2008; Brunet 2019,

Qiu et al. 2019; Drach-

Zahavy, 2011; Gelfand

et al.,2007; Hofstede,

1998; Davies et al.,

2009; Davies and
Mackenzie, 2014;
Denicol, 2020a;

Suprapto et al., 2015
and

Rahman

Kumaraswamy, 2002;
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participants. Allocating resources equitably,

managing dependencies, and aligning risk

management approaches can be complex.

Discrepancies in resource contributions and risk

appetite may lead to tensions and conflicts

Mega projects require well-defined contractual

and legal frameworks to govern collaboration.

Negotiating and managing complex agreements,

including intellectual property rights, liability

sharing, and contract terms, can be intricate.

Ensuring clarity, fairness, and enforceability of

contracts is crucial for sustaining collaboration

Due to significant changes in processes, systems,

and organisational structures in megaprojects.

Managing change and overcoming resistance to

change among stakeholders can be a considerable

Zwikael and Smyrk,

2015;van Marrewijk et

al., 2008.

Davies et al.,2000;

Flyvbjerg, 2017,

Walker et al., 2002;

Ross, 2006, Sergeeva

and Zanello 2018.

Capka, 2004, Shenhar,

2001, Flyvbjerg et al.,

2003; Miller and

Hobbs, 2005, Ruuska
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challenge. Collaborative behavior requires etal.,2011, Barnes and

adaptability and a shared willingness to embrace Wearne 1993, De

change for project success Bruin et al. 2014,

Table 1.2: Limitations and challenges of collaborative behavior

Understanding the limitations and challenges of the collaborative behaviour will serve as a

catalyst for stakeholders to reconsider their approach to megaproject governance. Also, as part

of governance structures the above limitations and challenges requires proactive management

strategies, effective communication channels, shared commitment to collaboration, open and

transparent communication, regular stakeholder engagement, and continuous monitoring and

evaluation that can help mitigate these limitations and enhance collaborative behaviour.

3.Theoretical perspectives on governance

3.1 Introduction

The governance of megaprojects is a complex and multifaceted area that requires effective

frameworks and models to guide decision-making, stakeholder management, and overall

project success. The field of megaproject governance research is expanding quickly, and

various theoretical stances must be taken into account. Project governance is covered in several

16



studies (Biesenthal and Wilden, 2014; Turner et al., 2010) as part of the corporate governance

theories that are depicted in Fig. 1.1 below. Therefore, to provide a basic explanation of these

theories, an overview of governance theories, is discussed in this section.

— AGENCY THEORY

— STEWARDSHIP THEORY

TRANSCATION COST
ECONOMICS THEORY

RESOURCE DEPENDENCE
THEORY

GOVERNANCE THEORIES

— INSTITUTIONAL THEORY

Fig 1.1: Tvpes of Governance Theories

Yusoff and Alhaji (2012) state that one of the well-known theories being researched concerning

corporate governance is agency theory. It was first introduced in the work of Jensen and

Meckling (1976). While stressing the principal-agency theory, other researchers, such as

Zwikael and Smyrk (2015), highlighted the theoretical lenses through which project governance

is viewed utilising the theories of stakeholders, stewardship, institutions, and resource reliance.

The premise that shareholder-oriented corporate governance is the foundation of most

governance studies is demonstrated by the acceptance of agency theory (Jensen and Meckling,

1976) and transaction costs economics (Williamson, 1979) in project governance research
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(Muller, 2011). Studies with an underlying stakeholder-oriented viewpoint on governance, are

uncommon, as demonstrated by stewardship theory (Davis et al., 1997).

In contrast to agency-type relationships, which are characterised by control, monitoring,

individualistic identity-driven behaviour, and self-interest, stewardship relationships are about

mutual trust and unity among the partners and are characterised by collective identity, autonomy,

and empowerment (Toivonen and Toivonen, 2014). The trade interactions between the principal

and the agents are one of the governing mechanisms, according to the principal-agency theory

(Bredillet, Tywoniak, and Dwivedula, 2015). In other governance models, performance

monitoring, and contracting to include relational (bilateral/trilateral) viewpoints and

collaboration amongst partner organisations in pooling resources, skills, and expertise to

achieve a shared objective can all be included.

Resource dependency theory and institutional theory are both concerned with the relationship

between an organisation and a set of actors in the environment. According to both ideas,

organisations are preoccupied with gaining approval and legitimacy from external stakeholders,

and their decisions are influenced by a variety of external factors. When combined, the two

theories have more predictive power (Sherer and Lee 2002). According to institutional theory,

an organisation adopts behaviours that are deemed appropriate and valid in its field of expertise

(Scott 1995). Thus, both theories explain how organisations deal with demands from the

marketplace and how they could rely on or be affected by other actors.
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The institutional theory asserts that organisations incline to mimic the behavioural norms of

other actors in the organisation field, while the resource dependency theory contends that the

need for resources is linked to dependence on other actors. The resource dependency theory

also presupposes that the organisation actively chooses how to accomplish goals. Resource

scarcity, which leads to several organisations vying for the same or similar sets of limited

resources, is a fundamental principle of resource dependency theory. Organisations function

inside a social framework of norms, values, and presumptions about what behaviour is proper,

according to institutional theory (Oliver 1997; Scott 1995).

Another well-known theoretical viewpoint in project governance is the Transaction Cost

Economics ("TCE") theory (Ahola et al., 2014). Every economic trade has a cost, or a

"transaction cost," according to the TCE theory, and organisations take steps to reduce these

costs (Williamson 1979). This theory and agency theory are similar in that they both aim to

limit self-interest and opportunism through governance structures (Kochhar 1996). On the other

hand, agency theory emphasises on the principal-agent connection, while TCE theory

emphasises individual transactions.

The studies indicate that the firm's governance approach is explained by the theories of

shareholders and stakeholders, while the behaviour of the individuals inside these governance

structures is explained by the theories of agency and stewardship.

3.2 Corporate governance and project governance
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As per Klakegg et al. (2009), it is imperative that governance extends to every tier of the

organisation, commencing with corporate governance that extends from the board level to the

execution-tasked management level and culminating in project-level governance. Although

project governance is typically based on and integrated with corporate governance, the key

focus is on the governance of individual projects. The number of project decision layers will

reduce if the project governance structure is kept apart from the corporate governance structure

since the project decision path won't be intertwined with the organisational chain of command.

The Project Management Institute defines project governance as “an oversight function that is

aligned with the organisation's governance model and that encompasses the project lifecycle

(and provides) a consistent method of controlling the project and ensuring its success by

defining and documenting and communicating reliable, repeatable project practices” (PMI,

2013Db). Project governance is also defined by Muller (2009) as "the use of systems, structures

of authority, and processes to allocate resources and coordinate or control activity in a project."

It coexists within the corporate governance framework to support projects in achieving their

organisational objectives (Pinto, 2014).

However, the literature on project governance is not mature. Ahola et al. (2014) concluded their

literature assessment on project governance with a lack of agreement on the definition of project

governance. There is often a lack of agreement on a single definition of project governance,

according to updates of the literature conducted more recently by ul Musawir et al. (2017) and
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Simard et al. (2018). This further leads to a lack of consensus regarding the components of a

successful project governance system.

Various scholars have created distinct models to elucidate the concept of project governance.

Early project governance research (Turner and Keegan, 1999) concentrated on identifying

various organisational structures based on the size of the project and the number of customers

in an organisation. It then identified the roles in governance, which were referred to as the

broker and steward model (Turner and Keegan, 2001). Biesenthal and Wilden (2014) further

broadened the scope and created a conceptual multi-level project governance framework by

utilising various governance theories -resource dependency theory at the portfolio level,

stewardship theory at the organisational level, agency theory, and transaction cost economics

at the project level. Moreover, by referencing theories other than corporate governance theories,

other scholars expand on the pertinent study in project governance. In the context of inter-firm

initiatives like megaprojects, some scholars investigate project governance systems (Adami and

Verschoore, 2018; Shenhar and Holzmann, 2017). While some studies see project governance

as a multi-level phenomenon and emphasise the creation of a multi-level project governance

framework, others concentrate on building project governance mechanisms to manage the

interaction between governors and project managers.

Other scholars (Joslin and Muller, 2016; Nguyen et al., 2018) focus on project governance

within individual firms. At this stage, numerous project governance models are created using
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diverse viewpoints and theoretical underpinnings. Too and Weaver (2014) tried to design a

multi-level project governance structure based on the corporate governance, project/programme

management, and portfolio management literature. Their research proposes four key project

governance mechanisms: portfolio management, project sponsorship, project management

office, and projects and programme support. The first mechanism, portfolio management, is

mainly used for the selection or termination of projects while the latter three mechanisms aim

to deliver the selected projects successfully. A large number of project governance studies

created frameworks specifically for their industry or type of project (Miller and Hobbs, 2005;

Pryke, 2005).

Assuming project governance is not fully regulated by corporate governance, Muller et al.

(2016) explored the interaction of project governance and corporate governance and its impact

on ethical issues in temporary organisations by using institutional theory and agency theory.

They found that corporate governance mechanisms substitute project governance mechanisms

(control and trust mechanisms) in reducing ethical issues. This is because corporate governance

sets the overall framework with which project governance mechanisms should synchronise.

Furthermore, ul Musawir et al. (2017) acknowledged the limitations of corporate governance

theories in project governance and discovered that no theory could adequately account for the

intricate relationship that exists between projects and the organisation.
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Project governance contributes to better project performance by facilitating the alignment of

project output with organisational strategy.

4. Agency and stewardship theories for governance

To offer references for possible deeper study in understanding and improving collaborative

project delivery approaches and megaproject governance practices, it is critical to review and

analyse the characteristics of the agency and stewardship theory in the context of the objectives

of this paper. Stewardship theory and agency theory are two prominent perspectives in

corporate governance, each offering distinct views on the relationship between principals

(shareholders) and agents (managers). Agency theory is a practical way to depict the interaction

between a company's manager and shareholders by seeing them as self-interested and logical

actors. Although several corporate governance practises have been developed and put into place

per agency theory, it has been discovered that this has not greatly enhanced the performance of

the organisation. According to an empirical study by Joslin and Muller (2016), there is a

substantial association between project success and the governance style of steward doctrine,

however absolute adherence to agency theory does not always increase the success rate of

projects. The two extreme views on agency theory, according to Jensen and Ruback (1983),

who claimed that it is a revolutionary theory, while Perrow (1986), claimed that agency theory

is unclear, narrow, and has no testable implications were evaluated by Eisenhardt (1989). The

study found that the principal-agent problems in any firm can be solved by using this distinct,
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understandable, and empirically testable theory. Agency theory has considerable potential for

enhancing the understanding of project governance (Ahola et al., 2014; Biesenthal and Wilden,

2014; Zwikael and Smyrk, 2015).

According to agency theory, people are either opportunistic or individualistic, with the former

emphasising the pursuit of self-interest maximisation and the latter showing a propensity to

pursue their interests at the detriment of others. The two categories of agency theory are moral

hazard models and adverse, selection models. Before the contract being written, information

asymmetry between the principal and the agent is addressed by adverse selection and

information asymmetry afterward is addressed by moral hazards. Nonetheless, there are still a

lot of boundary constraints in agency theory, and more theoretical work is required (Bendickson,

Muldoon, Liguori, and Davis, 2016). According to this definition, the foundation of agency

theory is the concept of ownership and control separation, which is a crucial issue in

organisations (Jensen and Meckling, 1976). The board cannot fully rely on the organisation's

management due to the division of ownership and control. As a result, disputes could arise

between owners and their agents, which might lead to agency fees being incurred to resolve the

disputes. Neo-classical economics criticises agency theory becaue an agent can operate in his

or her own best interest rather than the principal's or owner's (Donaldson and Davis, 1991). The

management could not be trustworthy, which is another reason to challenge the theory. As a
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result, the main goal of agency theory is that project owners must strictly supervise the project

manager's performance (Aduda, Chogii, and Peterson, 2013).

For the first time in the project governance literature, Turner and Muller (2003) employed

agency theory in their study to explain the interaction between the principal (the project owner)

and the project manager (the agent). The researchers concluded that the owner of the project

must keep an eye on the agent's performance. As a result, the project owner can guarantee that

the goals of a project manager coincide with those of the owner. Turner et al. (2010) argue that

in the context of project management, agency theory is used to highlight the relationship

between the project owner and the project manager. Given the role of project governance as

explained by Turner (2009), it helps to set the project objectives and then determine the means

to attain these objectives and to monitor the performance, as this appears well informed by

agency theory.

According to Davis et al. (1997), "Additional theory is needed to explain relationships based

on other non-economic assumptions," agency theory can only explain a portion of the

complexity of an organisation due to its economic perspective. This is accomplished by

stewardship theory, which presupposes a stakeholder perspective in governance. In contrast to

agency-type relationships, which are characterised by control, monitoring, individualistic

identity-driven behaviour, and self-interest, stewardship relationships are about mutual trust
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and unity among the partners and are characterised by collective identity, autonomy, and

empowerment (Toivonen and Toivonen, 2014).

Stewardship theory “defines situations in which managers are not motivated by individual goals,

but rather are stewards whose motives are aligned with the objectives of their principals” and

was developed as a management alternative to agency theory (Davis et al.,1997). The

stewardship theory assumes that long-term contractual relations are developed based on trust,

reputation, collective goals, and involvement where alignment is an outcome that results from

relational reciprocity. Many publications in the literature posed the two theories as opposites

and overlooked that in response to various stimuli, individuals can alter their behaviours from

more stewardship relationships to agency relationships, or vice versa (Toivonen and Toivonen,

2014). Stewards are motivated by intrinsic rewards, such as trust, reputational enhancement,

reciprocity, discretion and autonomy, level of responsibility, job satisfaction, stability and

tenure, and mission alignment.

According to agency theory, a principal selects an agent based on the agent's experience and

cost. The principal may determine that the resources or knowledge needed to produce a good

or service are not available within their organisation and that it would be more expensive to

hire or develop the necessary expertise internally than to contract for it. The terms of the

agreement, which include the inputs, procedures, results, quality and satisfaction parameters,

requirements for monitoring and performance reporting, how the agent will be paid for
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performing the principal's work, and the consequences if the principal discovers that the agent

is prioritising his or her objectives over the principal's, are agreed upon by the principal and the

agent. Despite being widely used by scholars and offering insightful information about

governance, agency theory has been criticised for being too general over time.

Stewardship theory on the other hand looks at interactions and actions that are frequently

disregarded in theories of organisational economics. It emphasises contractual, collective, pro-

organisational behaviour where goal convergence is valued more highly than agent self-interest.

Fundamentally, stewardship theory relies significantly on the principal’s and steward’s initial

trust disposition. A steward places greater value on cooperation, even when his/her goals are

not perfectly aligned with the principal, over defection, and other expressions of self-serving

behavior. This is because of the steward’s perception ‘‘that the utility gained from

(contractually aligned) behavior is higher than the utility that can be gained through

individualistic, self-serving behaviors’ at the expense of the principal’s goals (Davis et al.,

1997). The characteristics and differences between agency theory and stewardship theory are

summed up in Table 1.3 below.

Economics Organisational

psychology/sociology
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Shareholder Value

Goal Conflict

Extrinsic

Distrust, Avoidance

High Power distance

Low Level

Individualist

Control oriented

Monitoring and incentives

Stakeholder Value

Goal Alignment

Intrinsic

Trust, Acceptance, collaboration

Low Power Distance

High Level

Collectivist

Involvement oriented

Empowering structures

Table 1.3: Characteristics of Agency and Stewardship Theory

(Source adapted from Davis et al., 1997)
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While agency theory ties more directly to the lower levels of Maslow's (1970) hierarchy of

requirements, Davis et al. (1997) connects the psychological foundations of stewardship theory

to the upper levels. The psychology of stewardship behaviour is explained in more recent study

by emphasising that people must take responsibility for their own actions and the meaning that

results from them. In this instance, Hernandez (2012) states that a "stewardship governance

approach facilitates a sense of psychological ownership rather than material ownership" of the

advantages gained from the behaviour and for the organisation.

In conclusion, while the agency theory has potential conflicts of interest and the need for

monitoring, stewardship theory emphasizes trust, shared goals, and intrinsic motivation.

5.Towards a stewardship theory perspective in megaproject governance

Megaprojects centred on collaboration have been more and more popular in recent years, but

their success depends on everyone actively aligning their values, interests, and behavioural

standards (Aapaoja et al., 2013). The complex organisational challenges, the relationship

between the multiple parties to the project are key parameters for the delivery of the

megaprojects in consideration to the technical challenges they possess that are often unexplored.

Collaboration project delivery approaches can range from loose cooperation to more integrated

efforts as discussed in the earlier section. Each organisation in the collaboration differs in

culture, project management process, communication, and conflict thus leading to challenges

in the delivery of megaprojects successfully. According to Davies et al, 2006; Flyvbjerg, 2017,
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a wide range of capabilities is critical to create and maintaining complex systems in

megaprojects including governance.

Research on the governance of megaprojects is fragmented by many different views taken on

by the institutions that design, set up, and maintain governance structures for groups of projects.

Bakker et al. (2016) have expressed the need to address the temporality of megaprojects, as the

governance of megaprojects involves a plethora of types of institutional complexity (Biesenthal

et al., 2018) political, regulatory, evolutionary, cultural, relational and social (Qiu et al. 2019),

causes and remedies for subpar performance (Denicol et al., 2020), which are managed through

polycentric and decentralized systems (Gil and Pinto 2018). While other researchers (Denicol

et al., 2021; Derakhshan et al., 2020) address the lack of attention given to governance

structures of organisational designs of large complex projects, Roehrich et al.(2020) highlighted

the complexity of governing inter-organisational relationships. The research on project

governance has made significant progress recently (Muller, 2017; Williams and Samset, 2012)

because of the interaction of the governance structures established by each of those

organisations in an inter-organisational collaboration taking into account their company as the

focal firm.

Scholars and practitioners have called for research on the dynamic dimensions of governance,

including the processes and actors involved at multiple levels Bakker et al., 2016; Soderlund

and Sydow, 2019), in response to the focus in the literature over the last ten years on the
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organisational structures and relationships involved in project governance rather than on

governing practices (Brunet, 2019; Pitsis et al., 2014). Through their scholarly contributions,

Garland (2009) and Pinto (2014) have both affirmed that project governance is seen as a crucial

success component in project execution, ultimately contributing to the project's success.

Therefore, to effectively manage the massive undertakings that arise from megaprojects, it is

imperative to re-examine traditional forms of governance and investigate new paradigms that

might be more appropriate given the complex collaborative project delivery approaches for

megaprojects.

Project governance literature has largely emphasized the issues inherent in principal-agent

relationships and has been strongly influenced by agency theory (Turner and Muller, 2003). To

explore the beneficial behaviours of top managers that agency theory fails to address and to

shed light on an additional interaction between principal and agent, stewardship theory was

proposed as an enhancement and perfector of agency theory (Chrisman, 2019). Numerous

scholars argue that stewardship theory provides a more realistic and effective framework for

governance. Donaldson and Davis (1991) highlight the psychological and social factors that

drive stewardship behavior, emphasizing the intrinsic motivation of managers to act in the best

interest of the firm. This stands in contrast to agency theory's focus on monitoring and control

mechanisms, which may lead to a more rigid and contentious relationship.

However, in response to this pessimistic view of individual characteristics, summarised in
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above Table 1.3, and motivations based solely on utility considerations, stewardship theory has

emerged and disseminated to create a self-actualization prophecy for collaboration structure in

megaprojects. While a lot of stewardship research has promoted its superior explanatory power

over agency theory (Donaldson and Davis, 1991), much of the work using both theories has

also often focused on the examination and reconciliation of its obvious incongruences with

agency theory (Arthurs and Busenitz, 2003; Le Breton-Miller and Miller, 2009).Stewardship

theory perspective presents a different model of man, grounded in psychology and sociology,

who, rather than deriving utility in self-interested behaviors, derives greater utility in pro-

organisational and collectivistic behaviors (Davis et al., 1997).

Research by Donaldson and Davis (1991) supports stewardship theory by demonstrating that

organisations with a stewardship-oriented culture exhibit better long-term performance.

Stewardship theory also contends that people, especially in collaborative structures, can act as

responsible stewards who prioritise the long-term welfare of the organisation and its

stakeholders. While agency theory has its merits, particularly in emphasizing the need for

monitoring mechanisms, stewardship theory's focus on building trust and collaboration is

increasingly recognized as crucial for effective project governance.

Based on the studies by the scholars (Turner and Muller, 2003; Muller, 2011; Biesenthal and

Wilden, 2014; Bendickson et al., 2016; Hernandez, 2012), it is evident that shareholder and

stakeholder theory explain the governance approach of the firm, whereas agency theory and
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stewardship theory explain the respective behavior of individuals within these governance

structures. Shareholder-oriented governance assumes that the corporation exists to maximize

profits and thereby the wealth of its owners, the shareholders (Friedman,1970). Jensen and

Meckling (1976) identified some of the problems that arise between managers and owners in

shareholder-oriented governance and described it in their agency theory, which assumes

individuals to be self-centered and utility-maximizing.

The tenet of stakeholder-oriented governance is that a wide range of parties are involved, such

as suppliers, employees, consumers, shareholders, and the local community. According to this

view, a corporation is a system of stakeholders that are involved to varying degrees (Biesenthal

and Wilden, 2014). But it views the corporation as a constellation of disparate, even competing,

interests because it considers that various stakeholders have diverse values and interests

(Donaldson and Preston, 1995). Stewardship theory is becoming more and more popular due to

the large number of stakeholders and the growing significance of a corporation's social duty

(Aras and Crowther, 2012). Previous research has used either agency theory or stewardship

theory to analyze principal-agent relationships in an organisational context. In such context,

stewardship theory is not regarded as a separate theory that competes with agency theory but

view it as a complement.

Currently, stewardship behaviour has been discussed only to a limited and less formal extent in

project literature. Several authors perceive agency theory and stewardship theory as the
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opposite endpoints of a swinging pendulum, where any state between pure agency and

stewardship behavior can be achieved (Clarke, 2004; Hernandez, 2012), depending on whether

the organisational members define themselves as individualistic, relational, or collectivistic

(from agency to stewardship, respectively) (Hernandez, 2012). Many publications in the

literature posed the two theories as polar opposites and overlooked that in response to various

stimuli individuals can alter their behaviours from more stewardship relationships to agency

relationships, or vice versa (Toivonen and Toivonen, 2014).The stewardship theory is that long-

term contractual relations are developed based on trust, reputation, collective goals, and

involvement where alignment is an outcome that results from relational reciprocity is

summarised in following propositions:

® Proposition 1(Alignment with long-term orientation). Megaprojects typically have long

durations, complex structures, and high stakes. Stewardship theory emphasizes the long-

term perspective and advocates for leaders who focus on the sustainable success of the

project beyond short-term gains. Collaborative organisations in mega projects need to

adopt a stewardship mindset to ensure the project's viability, effectiveness, and long-term

benefits for stakeholders.

® Proposition 2(Fostering trust and accountability): In megaprojects, collaborative

organisations often have significant decision-making authority and control over project

resources. Stewardship theory posits that trust is a fundamental element in relationships
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between leaders, team members, and stakeholders to act responsibly, transparently, and

ethically in managing project resources. This trust enhances cooperation, collaboration

and effective governance in a collaborative project delivery approach.

Proposition 3(Balancing stakeholder interests): Megaprojects involve multiple

stakeholders with diverse interests, such as government agencies, investors, contractors,

and the local community. Stewardship theory recognizes the need for leaders to consider

and balance these interests, ensuring equitable outcomes for all stakeholders. The

collaborative organisation needs to act as stewards who prioritize the collective welfare of

stakeholders and facilitate effective stakeholder engagement and management.

Proposition 4(Ethical decision-making): Megaprojects often face complex ethical

dilemmas, such as environmental impacts, community displacement, or resource allocation.

Applying stewardship theory encourages collaborative organisation to make decisions that

align with ethical principles, ensuring responsible project governance and minimizing

negative impacts.

Proposition 5(Focus on value creation): Collaborative organisation needs to adopt a

broader perspective and actively seek opportunities to generate value for stakeholders by

considering social, economic, and environmental aspects throughout the project lifecycle.

Stewardship theory emphasizes the creation of value for stakeholders, not just financial

returns.
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® Proposition 6(Long-term relationship building): In megaprojects, collaborative

organisation needs to establish strong relationships with diverse stakeholders, such as

government bodies, local communities, suppliers, and subcontractors. Stewardship theory

leans towards cultivating trust, collaboration, and shared objectives among stakeholders,

leading to more effective governance and project success.

These propositions collectively provide a framework for understanding how stewardship

behavior can contribute to effective and sustainable project management, encouraging project

leaders and stakeholders to act as responsible stewards for the benefit of the organization and

its projects.

5.Conclusion

5.1 Implications

As megaprojects continue to shape our world, the importance of competent collaboration cannot

be overstated. Collaboration creates an environment where creativity and ingenuity flourish,

driving progress in megaprojects. This paper draws attention to the importance of collaboration

project delivery models and their structure in detail towards the delivery of megaprojects. The

notion that collaboration project delivery is increasingly common due to its ability to mitigate

risks, enhance innovation, and optimize project outcomes is well recognized in the existing

literature. Turner and Muller (2005) also have emphasized the importance of collaboration and
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coordination among project participants, through which they can align individual tasks to better

address and manage the risk areas and produce a better outcome for all stakeholders. Effective

collaboration not only ensures megaproject delivery but also provides a positive legacy that

enhances the reputation of all organisations in collaboration.

The paper then identifies the challenges in the collaborative delivery approaches adopting a

holistic approach and studying their limitations and challenges of collaborative behaviour.

Recognising this significance, it can be contended that future research on collaboration project

delivery approaches can enrich the understanding of the stakeholders in mitigating such

limitations and challenges in collaboration and thereby improving the megaproject performance.

Extensive governance systems can provide a degree of confidence in situations featuring high

uncertainty and can assist in building a sense of interdependence to problem resolution,

especially where they feature in a collaboration towards the megaproject delivery. Standardised

ways to project governance have also been suggested by Muller et al. (2017) for the project's

and the organization's project-based component's effective completion. It is simple to secure

attempts to align project outcomes with a general plan by utilising project governance more

strategically (Hjelmbrekke et al. 2017), but it offers several important implications to research.

There is a compelling narrative about a need to re-evaluate governing structures and theories

within such a collaborative framework of megaprojects.

Research in project management gains from theoretical pluralism (Séderlund, 2011; Turner et
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al., 2010). Studies that incorporate a stakeholder-oriented viewpoint on governance, as

demonstrated by stewardship theory, are uncommon (Davis et al., 1997). This paper aligns with

the current calls from academics (Joslin and Muller,2016) to expand upon the stewardship

theory and stakeholder theory for the development and implementation of project governance

structures and represents only a modest first step in this direction by applying a new perspective

and propositions towards embracing the stewardship theory for addressing the unique

challenges presented by megaproject collaborative governance.

This paper further uncovers the current focus of the agency-centric approach in project

governance and opens up the discussion on the merits and rationale towards the application of

stewardship theory for collaborative project delivery megaproject governance.

There is an interplay of the governance structures created by each of those collaborative

organisations, considering their company as the focal firm. Whereas the principal in a principal-

agent relationship invests in coercive and compliance. By applying stewardship theory to

megaproject governance, researchers and practitioners will gain a framework that addresses the

unique challenges and expectations associated with megaproject governance. The application

of stewardship theory to megaproject governance signifies a paradigm change in favour of a

more cooperative and win-win strategy. The benefits of stewardship theory, which are based on

its emphasis on shared values, intrinsic motivation and a pro- organisational.

Thus, stewardship theory can provide an alternate route to success in megaproject collaboration
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by improving the governance practices from an agency-centric to a stewardship-centric

perspective in addition to emphasising the moral and ethical aspects of leadership and the

intrinsic motivation of stakeholders. In addition to the above, it will serve as a platform for

stakeholders to reconsider their governance strategies and make way for a new era of

responsible, effective, and ethically grounded management of these colossal undertakings.

5.2 Limitations

The limits of the current exploratory review of stewardship theory stem mostly from its

dependence on pre-existing literature. It might not provide an in-depth analysis of current events,

thereby missing new viewpoints or criticisms. The quality and availability of sources limit the

scope, which may result in bias. Furthermore, the exploratory character could lead to a

subjective interpretation of findings, impacting the depth of analysis. As a retrospective

approach, it may not capture real time dynamics or industry-specific nuances. Thus, while

valuable for initial insights, this exploratory review’s limitations underscore the need for

additional empirical research to provide a more nuanced understanding of stewardship theory.

5.3 Future research

While the above limitations have not impacted the primary outcome of the current study, future

work also prompts several new research directions. One is the empirical validation of the impact

of stewardship theory in the collaboration delivery approaches toward megaproject governance.

Another promising topic is studying the governance challenges in the collaboration delivery
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approaches between various dimensions and possible synergistic effects. Future research could

also address the leadership roles within the collaborative organisation with the contextual

characteristics specific to the governance in megaprojects both theoretically and empirically. It

is evident that these suggestions are not and (cannot be) exhaustive for such a broad emerging

research stream for collaboration governance in megaprojects. Further contributions from both

project management scholars are needed to explore this intricate topic.

The propositions discussed earlier could offer a promising avenue to explore the merits of

stewardship theory further to address the unique challenges posed by inter-organizational

collaboration in megaproject governance. The literature review on the propositions is not

examined or is only partly covered in the existing literature and thus needs to be tested

empirically. Therefore, it is of paramount importance to further explore the viability of

stewardship theory towards megaproject governance in a collaborative project delivery

approach.
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