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Abstract: Based on the consideration of the relative importance of sustainability-related objectives
and the inherent nature of sustainable construction projects, this study proposes that the contractor
can balance the levels of efforts and resources used to improve the overall project sustainability.
A multi-objective trade-off model using game theory was established and verified through simulation
and numerical example under a moral hazard situation. Results indicate that effort levels of the
contractor on sustainability-related objectives are positively related to the outcome coefficient while
negatively to the coefficients of effort cost of the relevant objectives. High levels of the relative
importance of sustainability-related objectives contribute to high levels of effort of the contractor.
With the variation in effort levels and the coefficient of benefit allocation, the project net benefit
increases before declining. The function of project benefit has a marked peak value, with an inverted
“U” shape. An equilibrium always exists as for the given relative importance and coefficients of
the effort costs of sustainability-related objectives. Under this condition, the owner may offer the
contractor a less intense incentive and motivate the contractor reasonably arranging input resources.
The coefficient of benefit allocation is affected by the contractor characteristic factors and the project
characteristic factors. The owner should balance these two types of factors and select the most
appropriate incentive mechanism to improve the project benefit. Meanwhile, the contractor can
balance the relative importance of the objectives and arrange the appropriate levels of effort and
resources to achieve a sustainability-related objective. Very few studies have emphasized the effects of
the relative importance of sustainability-related objectives on the benefits of sustainable construction
projects. This study therefore builds a multi-objective trade-off model to bridge this research gap.
This study sheds significant theoretical and practical insights regarding the objective management
of sustainability-related objectives, as well as insights into the improvement of performance in
sustainable construction projects.
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1. Introduction

Sustainable construction satisfies the demands of sustainable development and aims at
incorporating the sustainability concept into conventional building practices [1,2]. It can be defined as
efforts to ensure economic development and social health, whilst reducing the negative impacts on the
environment [3,4]. The level of complexity in sustainable projects with the ultimate goal to deliver
sustainability, is higher than that of the traditional types [5]. This is due to the increased number of
stakeholders involved (i.e., governments, financiers, developers, consultants, suppliers, designers,
owners, supervisors, contractors, subcontractors and end users) and also because of the balanced
nature amongst the environmental, economic and social objectives [6–10]. Compared to traditional
projects, sustainable projects affect various stakeholders with different social, environmental and
economic interests [11]. Successful sustainable construction cannot be achieved solely by considering
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environmental issues. Economic and social issues must be considered as well in any balanced approach
towards improved sustainability [12]. Therefore, the role of a multi-objective trade-off is crucial in
ensuring that sustainability-related objectives are met when undertaking a project of this type.

Sustainable construction is an adaptive complex system that requires the collaboration of various
stakeholders to pursue a high level of sustainability [13]. With the increasing demands of ecological
principles and resource efficiency, collaboration between the owner and contractor becomes essential
to implement sustainable practices. As a key driver of sustainability, the owner play an leading role
during the process [14]. Contractors are, however, the promoters for realizing the sustainability spirit.
They both should bear the responsibility of minimizing the negative impacts on the nearby environment
and society, and maximizing the economic contribution [15]. The owner, contractor and other
stakeholders are all independent legal entities or rational individuals with independent benefits [16,17].
Due to the different types of core knowledge and capabilities, and given the information asymmetry
that is likely to occur in the course of project implementation, the groups of owner and contractor
may both exhibit moral hazard behaviors [5,18,19]. Furthermore, the successful delivery of sustainable
projects should simultaneously achieve the objectives related to the environment, society and
economics. The relative importance of different objectives varies in each sustainable project.
Real-life sustainable projects are challenged by various constraints e.g., strict deadlines and limited
resource [20,21]. One of the most challenging tasks faced by a sustainable project planner is to optimize
resource allocation and resource leveling, whilst simultaneously achieving sustainability-related
objectives [9]. If one of the control objectives is weighted too heavily towards resource allocation
and utilization, this could divert the resources needed for other objectives and weaken the degree of
achievement, thus potentially having a destructive effect on project benefits [22].

Sustainability is a balanced approach that focuses equally on the environment, economy
and society [7]. One major barrier that hinders enacting sustainable construction is the absence
of an appropriate method that balances sustainability-related objectives in construction practices.
Considering the relative importance of sustainability-related objectives, this study aims to investigate
the effects of a multi-objective trade-off on project benefits and stakeholder behaviors. The trade-off
between economic and environmental objectives is selected since this conflict is more essential for
sustainable development [12,23,24]. The collaboration between the owner and contractor is adopted
in order to balance the sustainability-related objectives. In the process of sustainable construction
implementation, an appropriate method to solve the multi-objective trade-off problem is increasingly
important when attempting to achieve sustainable development [25]. Therefore, a mathematical
model incorporating game theory was developed to explore the multi-objective trade-off problem.
Game theory has been widely used before to examine the behaviors of conflict and cooperation
between rational decision makers [26–28]. It not only provides a useful approach to study the
conceptual aspects of construction projects [29–31], but also offers valuable insights into the way
that participants utilize resources in different situations. As such, game theory is suggested as the
basis for the efficient allocation of the incremental benefits of collaboration between stakeholders
in sustainable construction projects. The grounded model can be used to simulate and analyze the
effects of multi-objective trade-off on stakeholder expected benefits, the project net benefit and the
benefit allocation strategy. It is well documented in literature that multi-objective trade-off is crucial for
sustainable development. However, quantitative approaches have not been commonly used to explore
the effects of multi-objective trade-offs in sustainable construction projects. In this regard, this study
bridges the research gap and provides practical insights which can help achieve the sustainable
projects in an inter-organizational context. Besides, this study also offers a theoretical reference for
properly handling the relationships between the environment, society and economy in sustainable
construction practices.
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2. Literature Review

2.1. Objectives of Sustainable Projects

The core objective of sustainable construction is to meet the requirements of sustainability as
planned [32]. The concept of sustainability in sustainable construction relies on the achievement
of economic efficiency, environmental performance and social responsibility [33,34]. Over the
past few years, numerous studies have been undertaken to explore the criteria of sustainability.
Zimmermann et al. (2005) suggested that environmental sustainability is a basic prerequisite for
sustainable economic and social development in sustainable construction [35]. Environmental effects
exist throughout the project life cycle, including the planning, design, construction, operation and
maintenance stages [36]. Bassioni et al. (2005) proposed that the category of special objectives in
sustainable construction should consist of stakeholder-related objectives, project-related objectives,
and organizational-related objectives [37]. In addition, the indicators of resource conservation, energy
conservation, cost savings, and waste reduction are essential if the project-related objectives are to be
manifested [8]. Robins (2006) argued that the “triple-bottom line” (economic, social, and environmental)
is a simplified way to categorize sustainability into three primary components [3]. Chen et al. (2010)
similarly proposed that sustainable performance criteria can be grouped into three dimensions, namely
economic factors, social factors, and environmental factors [38]. Ding (2008) suggested that the
objectives of sustainable construction include financial return, low energy consumption, external
benefits, and minimal environmental impact [39]. Shen et al. (2009) proposed the minimization of
construction waste is a critical aim in pursuing the practice of sustainable construction [40]. As for the
measurement of objectives, Presley and Meade (2010) proposed that: (i) the economic objective can be
measured regarding project cost, client satisfaction, profitability, and timeliness; (ii) the environmental
objective by the sustainability of the site, water efficiency, energy conservation, material usage,
and the indoor environment; and (iii) the social objective by internal human resources, external
population, quality and stakeholders’ participation [41]. Czarnecki and Kaproń (2010) proposed that
sustainable construction should meet nine requirements including a minimum quantity of materials
used, maximum reuse of components, the possibility to renovate or recycle, environmental protection,
waste management, minimum emission of pollutants, construction process management, health
aspects and comfort of use [4]. Huang and Hsu (2011) established an indexing system for assessing
the performance of sustainable construction. This indexing system comprises economic issues, social
issues, and environmental issues [42]. Fortunato et al. (2012) believed that social issues should include
an indicator of safety [43]. Whang and Kim (2015) proposed that a balanced application between
environmental, economic, and social issues is essential for successfully achieving sustainability [12].
Kibwami and Tutesigensi (2016) suggested that sustainable construction can be interpreted as having
three objectives, namely economy, society and environment types [44]. The driving forces for change
in the construction industry are rather diverse, not least of which are health, environmental, and social
issues under economic constraints [45]. According to Karakhan and Gambatese (2017), stakeholders
should place equal focus on the environment, economy, and society [7]. This study therefore follows
most literature by considering the environment, society and economy as the main objectives of
sustainable construction.

2.2. Multi-Objective Trade-off in Sustainable Construction

In sustainable projects, most efforts related to sustainable development have concentrated on
environmental issues [34]. With reference to construction business, sustainability is about achieving a
win-win outcome. This outcome includes contributing to an improved environment and an advanced
society, whilst gaining economic benefits for the involved stakeholders [9,33]. Therefore, implementing
sustainability requires the commitment of all stakeholders and a higher level of cooperation amongst
various stakeholder groups. Due to resource constraints in construction projects, it has been a
well-known challenge providing an effective method to solve the multi-objective tradeoff problem [46].
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Various methods and algorithms that determine strategies have been used to investigate this issue [47].
Many studies have explored the time-cost tradeoff problem of project scheduling and related algorithms
under certain conditions [48–52]. In light of this, the balanced methods can provide reliable references
that help to solve the multi-objective trade-off problem between the environmental, social and economic
objectives. However, some concerns regarding the collaboration between stakeholders which is
associated with organizational capabilities and behaviors still exist [53–55]. In the process of project
implementation, the responsibilities for resource exchange and utilization are related to different
stakeholders [5]. The endowment of resource input on different objectives reflects the effort levels of
the various stakeholders. Therefore, this study attempts to solve the multi-objective trade-off problem,
taking into consideration organizational behaviors of stakeholders.

3. Model Description and Solution

3.1. Model Description

In this study, an assumption is made that in a specific sustainable construction project,
two equal cooperative parties exist, namely the owner and the contractor. Both these party’s efforts
concentrate on the overall project benefits, with consideration given to the sustainable construction
project’s inherent nature. On this basis, and without considering the time value of investments,
this study comprehensively weighs up the influence of the multi-objective trade-off on project benefits.
The following hypotheses are proposed:

Hypothesis 1. The effort levels of the contractor on the economic and environmental objectives are a = (a1, a2),
while a > 0. The efforts of the contractor on the sustainability-related objectives can generate incremental
benefits to the sustainable construction. The incremental benefits can be shared by the owner and contractor,
and the allocation mechanism is designed by the owner [56]. Assuming that the contractor can balance the
economic and environmental objectives, and assuming the constant returns to scale, the outcome function of
sustainable construction follows the Cobb-Douglas production function [57,58]:

R(a1, a2) = Aap
1 aq

2 + ς (1)

where A is the outcome coefficient of the effort levels of the contractor, which can manifest by the integrated
technical level and comprehensive management ability of the contractor [17]. The outcome coefficient of the
effort levels is related to the operational management capability, project experiences and employee competences of
the contractor. In different types of sustainable construction projects, the relative importance of the economic
and environmental objectives varies, due mainly to contractual requirements. Thus, the contractor needs to
balance the efforts exerted on achieving the economic and environmental objectives. The levels of effort can
be presented by the degrees of the resource input. To facilitate the solution of the model, the social objective of
sustainable construction is neglected. The parameters of p and q denote the relative importance of the economic
and environmental objectives, satisfying the restricted conditions of p > 0, q > 0 and p + q = 1. To ensure the
stability of the outcome function, ς is set to follow a normal distribution (0, σ2), reflecting the influence of the
uncertainty of external environment.

Hypothesis 2. The effort cost function of the contractor C(a1,a2) is a strictly monotonic increasing function of
ai (i = 1, 2) [59,60]:

C(a1, a2) =
1
2

η1a2
1 +

1
2

η2a2
2 (2)

where the parameters of η1 and η2 are the coefficients of effort cost for the economic and environmental
objectives. The coefficients of effort cost denote the marginal cost of the contractor to achieve the fixed objectives,
thus satisfying the restricted conditions of η1 > 0 and η2 > 0. In reality, the coefficients of effort cost on the
economic and environmental objectives are correlative with each other [12,61]. According to analogous studies,
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this study assumes that η1 and η2 are mutually independent in guaranteeing the existence of a numerical
solution of the model [62,63].

Hypothesis 3. In sustainable construction, the owner is the dominant enterprise and is risk-neutral.
The contractor is the executive enterprise and is risk-averse. The owner has the absolute authority to design a
motivation mechanism for the implementation of the project. Both the owner and the contractor are rational
economic entities, and they both tend to behave in ways that will maximize their own benefits. According to the
relationship between risk attitude and utility function, the utility function of the contractor can be expressed as
U(ω) = −a−ρω [64]. In this equation, ω is the benefit function of the contractor, and ρ is the degree of absolute
risk aversion calculated through the Arrow-Pratt method.

Hypothesis 4. The owner and the contractor sign a principal-agent contract in order to successfully deliver the
project. The owner’s payment to the contractor follows a linear function [17,60]. The benefit allocation coefficient
and the constant payments for the contractor are β and v, respectively.

s = v + βR(a1, a2) (3)

Based on the above hypotheses, the expected benefit functions of the contractor can be calculated
as follows:

U1 = s− C(a1, a2)−
1
2

ρβ2σ2 (4)

where 0.5ρβ2σ2 is the risk premium of the contractor. This indicates that the contractor is willing to
abandon the benefits of 0.5ρβ2σ2 in exchange for a stable deterministic benefit. The expected benefit
functions of the owner can be calculated as follows:

U2 = R(a1, a2)− s (5)

Consequently, the net project benefit function can be calculated as follows:

U = R(a1, a2)− C(a1, a2)−
1
2

ρβ2σ2 (6)

As for the owner and contractor, both of their benefits come directly from the project benefits.
The project benefits will almost certainly be reduced if both the owner and contractor tend to
maximize and prioritize their own benefits [17,65]. Therefore, the optimal behavioral arrangements
of these two parties are to achieve their own maximum benefits, but under the strict condition of
maximizing the project benefit. Under the condition of information asymmetry, the multi-objective
trade-off problem is determined by the effort levels of the contractor (ai) and the benefit allocation
coefficient (β). This is equivalent to solving the following linear optimization problem under certain
constraint conditions:

max
ai ,β

U

s.t. ai, β ∈ arg max U1

ai, β ∈ arg max U2

3.2. Model Solution

To solve the above model, the first partial derivatives of a1 and a2 were calculated respectively,
and the values were then set to zero. Thus, the following equation set can be obtained:{

∂U1
∂a1

= Aβpap−1
1 aq

2 − η1a1 = 0
∂U1
∂a2

= Aβqap
1 aq−1

2 − η2a2 = 0
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To solve the above simultaneous equation with regard to a1 and a2, we can obtain: a1 = Aβ
(

p
η1

) 1+p
2
(

q
η2

) q
2

a2 = Aβ
(

p
η1

) p
2
(

q
η2

) 1+q
2

Additionally, the second partial derivatives of a1 and a2 were calculated respectively, in order to
determine the extremum of the model, which is presented as follows:

∂2U1
∂(a1)

2 = Aβp(p− 1)ap−2
1 aq

2 − η1 < 0
∂2U1
∂a1a2

= Aβpqap−1
1 aq−1

2 > 0
∂2U1

∂(a2)
2 = Aβq(q− 1)ap

1 aq−2
2 − η2 < 0

According to the extremum attributes of functions with two variables, the equilibrium point of
a = (a∗1 , a∗2) is the maximal value of U1. Thus, we can obtain: a∗1 = Aβ

(
p

η1

) 1+p
2
(

q
η2

) q
2

a∗2 = Aβ
(

p
η1

) p
2
(

q
η2

) 1+q
2

(7)

Substituting Equation (7) into Equation (6), the partial derivatives of β were calculated, and then
the value was set to zero. Thus, the following equation can be obtained:

∂U
∂β

= Apap−1
1 aq

2
∂a1

∂β
+ Aqap

1 aq−1
2

∂a2

∂β
− η1a1

∂a1

∂β
− η2a2

∂a2

∂β
− ρβσ2 = 0

Solving the above equation, we can obtain:

β =
A2

A2 + ρ
(

η1
p

)p( η2
q

)q
σ2

Additionally, the second partial derivatives of β are ∂2U
∂β2 = −A2

(
p

η1

)p( q
η2

)q
− ρσ2 < 0.

Thus, β∗ is the maximal value of U. Therefore, the following equation can be obtained:

β∗ =
A2

A2 + ρ
(

η1
p

)p( η2
q

)q
σ2

(8)

Substituting Equation (8) into Equation (7), we can obtain:
a∗1 = A3

A2+ρ
(

η1
p

)p( η2
q

)q
σ2

(
p

η1

) 1+p
2
(

q
η2

) q
2

a∗2 = A3

A2+ρ
(

η1
p

)p( η2
q

)q
σ2

(
p

η1

) p
2
(

q
η2

) 1+q
2

(9)

4. Model Analysis and Simulations

4.1. Model Analysis

Proposition 1. The levels of efforts expended by the contractor (a1, a2) in order to achieve the economic and
environmental objectives are positively associated with the outcome coefficient (A) and are negatively associated
with the effort cost coefficients (η1, η2). A higher level of outcome coefficient means the contractor is more
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likely to transform input resources into project benefits. This reflects the fact that higher levels of productive
ability lead to higher levels of efforts on the part of the contractor to achieve the economic and environmental
objectives. During the implementation of sustainable construction, a higher level of effort cost coefficients means
the contractor must input more resources, in order to maintain equal project benefits with respect to lower cost
coefficients. This reduces the willingness of the contractor to strive for the economic and environmental objectives,
accordingly reducing their effort levels to achieve the planned economic and environmental objectives.

Proof. 

∂a∗1
∂A =

1+(A−2+A−3)ρ
(

η1
p

)p( η2
q

)q
σ2[

A2+ρ
(

η1
p

)p( η2
q

)q
σ2
]2

(
p

η1

) 1+p
2
(

q
η2

) q
2
> 0

∂a∗1
∂η1

= −

[
1+p

2 A3
(

η1
p

)− 3+p
2
(

q
η2

) q
2

][
A2+ρ

(
η1
p

)p( η2
q

)q
σ2
]
+ρ
(

η1
p

)p−1( η2
q

)q
σ2

[
A2+ρ

(
η1
p

)p( η2
q

)q
σ2
]2 < 0

Obviously, the function of a1 is a monotonic increasing function related to A and a monotonic
decreasing function related to η1. The function of a2 is a monotonic increasing function related to A
and a monotonic decreasing function related to η2. This can be proved with a similar method as that
detailed above.

Proposition 2. The effort levels of the contractor (a1, a2) are positively associated with the relative importance
(p, q) of the economic and environmental objectives. Placing a higher level of the relative importance on the
sustainability-related objectives leads to higher levels of effort being expended to achieve the relevant objectives.
Combined with Proposition 1, the higher the outcome coefficient of the contractor, the lower is the coefficient
of effort cost of the contractor. Also, the greater the relative importance of the objectives, the higher the levels
of effort required from the contractor to achieve the relevant objectives. As for the contractor, if the relative
importance of one objective is obviously greater than another, the contractor may neglect the less-important
objective and increase the resource input to achieve the more important objective. Accordingly, the effort level to
achieve the more important objective is higher. In order to achieve the objective effectively, the contractor may
devote the available resources to the more important objective, while simultaneously ignoring the other objective.
When the sustainable construction project is resource-constrained, this may result in lower levels of effort being
expended on another objective. For example, if the contractor excessively emphsizes the environmental objective,
the achievement degree of the economic objective may be damaged.

Proof.

∂a∗1
∂p

=

[
1+p

2 A3
(

η1
p

) p−1
2
(

q
η2

) q
2

][
A2 + ρ

(
η1
p

)p( η2
q

)q
σ2
]
+ ρp

(
p

η1

)−p−1( η2
q

)q
σ2

[
A2 + ρ

(
η1
p

)p( η2
q

)q
σ2
]2 > 0

Obviously, the function of a1 is a monotonic increasing function related to p. The function of a2

has a similar situation to q, so the proposition has been proved.

Corollary 1. In accordance with the hypothesis p + q = 1, when p→1, it means the economic objective is
extremely important. This prompts the contractor to input the vast majority of available resources to the
economic objective, thereby, at least to some extent, sacrificing the environmental objective. This situation is
common in both “achievement projects” and “image projects” in China. These sustainable construction projects
are dominated by the local governments seeking to achieve political goals. These projects simply pursue the
project’s delivery at a fixed time, while the economic and environmental issues are often neglected. When q→1,
this means the environmental objective is extremely important. This prompts the contractor to input the vast
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majority of available resources into achieving the environmental objective, thereby, at least to some extent,
sacrificing the economic objective. This may result in a cost overrun (at least to some extent) in sustainable
construction projects. Therefore, the owner needs to comprehensively balance the importance of both the economic
and environmental objectives. The owner can certainly differentiate between the sustainability-related objectives,
but they should not excessively pursue one objective. The contractor, on the other hand, needs to balance the
levels of effort expended on sustainability-related objectives, so as to better realize the project’s intended benefits.

Proposition 3. The coefficient of benefit allocation (β) is positively related to the outcome coefficient (A) and
negatively related to both the degree of absolute risk aversion (ρ) and the uncertainty of the external environment
(σ2). That is, the coefficient of benefit allocation (β) is a monotonic increasing function related to A and a
monotonic decreasing function related to both ρ and σ2. As for the contractor, higher levels of the degree of
absolute risk aversion and the uncertainty of the external environment in turn reflect higher levels of risk cost to
obtain a stable deterministic benefit. The benefit allocation of the contractor will decrease because of high levels of
risk cost. A higher level of outcome coefficient means the contractor is more likely to create more benefits with
certain resource inputs, and thereby the contractor’s benefit allocation will increase.

Proof.

∂β∗

∂A =
2ρA−3

(
η1
p

)p( η2
q

)q
σ2[

1+ρA−2
(

η1
p

)p( η2
q

)q
σ2
]2 > 0, ∂β∗

∂ρ = −
A−2

(
η1
p

)p( η2
q

)q
σ2[

1+ρA−2
(

η1
p

)p( η2
q

)q
σ2
]2 < 0, ∂β∗

∂σ2 = −
A−2ρ

(
η1
p

)p( η2
q

)q

[
1+ρA−2

(
η1
p

)p( η2
q

)q
σ2
]2 < 0

Corollary 2. The attitudes of contractors with different risk preferences are inconsistently associated with risk.
Therefore, the owner should design incentive schemes with different bonus-penalty structures, basing those
incentives on both the risk preferences of the contractor and the relative importance of the sustainability-related
objectives. High levels of uncertainty regarding the external environment will aggravate the degree of information
asymmetry between the owner and the contractor. This may make it difficult for the owner to judge whether
or not the outcome increment is being brought about by the contractor’s effort or the external uncertainty.
Thus, the owner will tend to reduce the degree of benefit sharing with the contractor. A higher level of
outcome coefficient means the contractor is more likely to transform the input resources into project benefits.
This in turn indicates that the contractor can obtain more incremental benefits with the same level of effort level.
Thus, the contractor will have greater enthusiasm for inputting resources into pursuing better benefits. Therefore,
under different external conditions, the owner should weigh up the relative factors, according to the different
contractors with different risk preferences. The owner should also adopt different types of incentive schemes with
bonus-penalty structures to promote the improvement of the effort levels of the contractor.

Proposition 4. Premised z =
(

η1
p

)p( η2
q

)q
, it is obvious that the function of β is a monotonic decreasing

function related to z. The higher z is, the lower β is. This indicates that, with regard to given economic and
environmental objectives in sustainable contruction, if the owner can balance the relative importance of the
relationship between the two objectives and stimulate the contractor input resources in a balanced and coordinated
approach, then a reasonable and effective incentive interval can be formed near the poles of z. Meanwhile,
the owner can incentivize the contractor who adopts higher levels of efforts on the sustainability-related objective
with a lower incentive degree.

Proof. A linear programming problem regarding z was established as follows:

max
p,q

z =
(

η1
p

)p( η2
q

)q

s.t. 0 < p, q < 1
p + q = 1
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To solve the above equation regarding p and q, a Lagrange function was constructed under the
constraint conditions:

F =

(
η1

p

)p(η2

q

)q
− λ(1− p− q)

We calculated the partial derivatives of p, q and λ, respectively, and set their values to zero.
The simultaneous equations were solved, and then the following equation was obtained:{

p = η1
η1+eη2

q = eη2
η1+eη2

Where e is the Euler constant. According to the extremum attributes of functions with two
variables, the equilibrium point of (p∗, q∗) is the maximal value of z. Thus, the proposition has
been proved.

Corollary 3. The coefficient of benefit allocation is determined by two aspects of factors. The first is the
contractor’s characteristic-related factors. These include factors such as the comprehensive outcome level,
the coefficient of effort cost and the degree of risk aversion. The second is the project-related characteristic
factors, which include the degree of external environmental uncertainty and the relative importance of the
sustainability-related objectives in sustainable construction projects. Therefore, the owner should fully balance
these two aspects of factors (and their correlations) when determining the benefit allocation coefficient. Meanwhile,
when the owner designs the incentive scheme for the contractor, a balance between these two aspects of various
factors should be considered in sustainable construction projects.

Proposition 5. The relationship between the levels of effort to achieve the economic and environmental objectives
(a1, a2) and the project net benefit (U) firstly increases and then decreases. The function of the project’s net
benefit has a marked peak value with an inverted “U” shape. Under a situation of balanced effort levels towards
achieving sustainability-related objectives, a project net benefit reaches its marked peak value. Therefore, when the
relative importance (p, q) of the economic and environmental objectives reaches a state of equilibrium, the effort
levels expended on achieving the relevant objectives also reaches a state of equilibrium. Under this condition,
the owner and contractor can maximize the project’s benefits, whilst the coefficient of the benefit allocation
is optimal.

Proof. According to Equation (6), we calculated the partial derivation of a1 and a2 and set their values
to zero. The simultaneous equations was solved, and then the following equation was obtained: a∗∗1 = A

(
p

η1

) 1+p
2
(

q
η2

) q
2

a∗∗2 = A
(

p
η1

) p
2
(

q
η2

) 1+q
2

Additionally, the second partial derivatives of a1 and a2, respectively, were calculated, in order to
determine the extremum of U, which is presented as follows:

∂2U
∂(a1)

2 = Ap(p− 1)ap−2
1 aq

2 − η1 < 0
∂2U

∂a1a2
= Apqap−1

1 aq−1
2 > 0

∂2U
∂(a2)

2 = Aq(q− 1)ap
1 aq−2

2 − η2 < 0

According to the extremum attributes of functions with two variables, the equilibrium point of
a = (a∗∗1 , a∗∗2 ) is the maximal value of U.
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Corollary 4. a = (a∗∗1 , a∗∗2 ) can be regarded as the optimal solution when there are no moral hazard behaviors
being adopted by the owner and the contractor. Otherwise, a = (a∗∗1 , a∗∗2 ) is the optimal solution when moral
hazard behaviors exist between the owner and the contractor. Under certain conditions, there is a∗∗1 > a∗1 and
a∗∗2 > a∗2 . This indicates that the existence of moral hazard behaviors can reduce the levels of effort expended on
the contractor’s sustainability objectives. This in turn has a destructive effect on the project benefits. Therefore,
the owner should adopt a reasonable and effective incentive scheme, which is designed to reduce the destructive
effects that could be caused by the contractor’s moral hazard behavior.

4.2. Model Simulations

4.2.1. The Effects of the Effort Levels of the Contractor (a1, a2) on the Project Benefits (U)

According to Equations (6) and (8), we set A = 10, η1 = 2, η2 = 2, ρ = 0.5 and σ2 = 0.005. We then
simulate the relationships using MATLAB software (Natick, America) between the effort levels of
the contractor (a1, a2) and the project benefits (U) under different levels of the relative importance of
sustainability-related objectives (p, q). The results are shown in Figure 1. The simulation results are
consistent with the analysis of Proposition 5. We can conclude that the function of the project net benefit
has a marked peak value with an inverted “U” shape. This indicates that the relationship between the
levels of effort expended on the economic and environmental objectives, and the project net benefit,
firstly increases and then decreases. This means the contractor should balance the levels of efforts
expended on sustainability-related objectives to ensure the resource inputs more effectively transform
into project benefits. Comparing the project benefits under different degrees of the relative importance
of sustainability-related objectives, we can conclude that higher levels of the relative importance of
sustainability-related objectives contribute to higher levels of efforts being expended to achieve those
objectives. The simulation results are consistent with the analysis of Proposition 2. Furthermore,
the relative importance of sustainability-related objectives affects the effort levels, thus in turn affecting
the project’s benefits. Through the comparison between Figure 1a–c, we can conclude that the project’s
benefits reach the optimal value under conditions of placing a balanced degree of importance on the
economic and environmental objectives. Therefore, the contractor should comprehensively consider
the relative importance of sustainability-related objectives, balance the levels of effort expended on
sustainability-related objectives, optimize his or her own resource input and management measures,
and then adopt beneficial behavioral strategies.
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4.2.2. The Effects of the Benefit Allocation Coefficient (β) on the Project Benefits (U)

According to Equations (6), (7) and (8), we set A = 10, η1 = 2, η2 = 2, ρ = 0.5 and σ2 = 0.005.
We then simulate the relationships between the coefficient of the benefit allocation (β) and the project
benefits (U) under different degrees of the relative importance of sustainability-related objectives
(p, q). The results are shown in Figure 2. From Figure 2, we find that the project benefit function first
increases and then decreases with the growth of the coefficient of the benefit allocation under conditions
of the different degrees of the relative importance of sustainability-related objectives. The change
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process represents an inverted “U” shape, which verifies the correctness of the model solution process.
Under the given parameters, when the coefficient of benefit allocation locates in the interval (0.4, 0.6),
the project benefit reaches its maximum value. Conversely, when the coefficient is in the limit states of
β→0 and β→1, the project benefit is minimum. This reflects that only when the coefficient of benefit
allocation locates in a reasonable interval, can the owner motivate the contractor to adopt and use high
levels of effort on sustainability-related objectives. Furthermore, for any given degree of the relative
importance of the economic and environmental objectives (p, q), the coefficient of benefit allocation is
always able to reach an optimal value, in order to maximize the project benefits. Under this situation,
the owner can provide the contractor with relatively low incentive intensity and motivate the contractor
to rationally distribute his/her own resources on sustainability-related objectives. Thus, Proposition 4
has been verified.
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4.2.3. The Effects of the Objective Relative Importance (p, q) on Effort Levels of the Contractor (a1, a2)

According to Equations (7)–(9), we set A = 10, η1 = 2, η2 = 2, ρ = 0.5 and σ2 = 0.005. We then
simulate the relationships between the effort levels of the contractor (a1, a2) and the relative importance
of sustainability-related objectives (p, q). The results are shown in Figure 3, where Figure 3c is the
generated function after the substitution of q = 1 − p and p = 1 − q into a1. Through the comparison
between Figure 3a,b, we find that higher levels of the relative importance of the sustainability-related
objectives contribute to higher levels of contractor effort to achieve the relevant objectives. This in
turn leads to lower levels of effort being expended to achieve the other objectives. This indicates that
the contractor may correspondingly reduce the level of effort expended on other objectives, in order
to achieve the more important objective. Thus, Proposition 2 was verified. It is worth noting that,
under the condition of η1 = η2 = 2, the levels of contractor effort expended to achieve the economic and
environmental objectives (a1, a2) follows symmetric distribution. The prioritization and scarcity of the
resources requires the contractor to reasonably allocate the limited resources towards the economic and
environmental objectives, rather than excessively emphasizing just one objective. Excessive pursuit
of a controlled objective will reduce the degree of the achievement of another objective. Therefore,
the contractor should balance the relative importance of sustainability-related objectives and reasonably
allocate balanced levels of effort and resources.
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4.2.4. The Effects of the Objective Relative Importance (p, q) on the Benefit Allocation Coefficient (β)

According to Equation (8), we set A = 10 and ρσ2 = 25. We then simulate the relationships
between the coefficient of the benefit allocation (β) and the relative importance of sustainability-related
objectives (p, q) under different coefficients of cost of effort. The results are shown in Figure 4.
From Figure 4, we can see that the function of the benefit allocation coefficient (β) first decreases and
then increases with corresponding changes in the relative importance of the sustainability-related
objectives. Under different coefficients of cost of efforts, the change process represents a “U” shape,
which verifies the analysis of Proposition 4. Excessive emphasis on any of the sustainability-related
objectives will cause the coefficient of benefit allocation to develop towards the direction which is
detrimental to maximizing the project benefit. This indicates that, even though the coefficients of
the effort costs of the sustainability-related objectives are different, an equilibrium of the relative
importance of the sustainability-related objectives (p∗, q∗) always exists. This minimizes the coefficient
of the benefit allocation (β∗). At this time, around the pole (p∗, q∗), the owner can stimulate effort with
a relatively low degree of incentive intensity, in order to prompt the contractor to balance the relative
importance of the sustainability-related objectives and allocate the appropriate levels of effort.
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4.2.5. The Effects of Effort Cost Coefficients (η1, η2) on the Benefit Allocation Coefficient (β)

According to Equation (8), we set A = 10 and ρσ2 = 25. We then simulate the relationships
between the coefficient of the benefit allocation (β) and the coefficients of effort costs (η1, η2) under
different situations of the relative importance of sustainability-related objectives (p, q). The results are
shown in Figure 5. From Figure 5, we can see that the function of the benefit allocation coefficient
(β) first decreases and then increases with the corresponding change in the coefficients of effort
costs. Under different situations of the relative importance of sustainability-related objectives,
the change process represents a “U” shape, which further verifies the analysis of Proposition 4.
If the coefficient of effort cost of any sustainability-related objective is overly high, the contractor
will reduce the level of effort expended on the relevant objective. Accordingly, the owner will
reduce the incentive intensity related to the relevant objective. This simulation result is consistent
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with Proposition 1. Thus, the contractor should balance the coefficients of effort costs between
different sustainability-related objectives. If a wide gap exists between the coefficients of effort costs of
sustainability-related objectives, the owner needs to provide the contractor more in terms of benefit
sharing, in order to encourage the contractor to maintain sufficient efforts and achieve the optimal
project benefit. Additionally, the contractor needs to determine the coefficients of effort costs combined
with the relative importance of the sustainability-related objectives. The ratio of the two factors is
also a critical parameter, which should be used by the owner to determine the coefficient of the
benefit allocation. Therefore, the owner should comprehensively balance the relative importance of the
sustainability-related objectives, the coefficients of effort costs and the ratio of the two factors, so as to
reasonably determine the degree of incentive intensity for the contractor.
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4.2.6. The Effects of the Objective Relative Importance (p, q) on the Project Benefits (U)

According to Equations (4)–(6), we set A = 10 and ρσ2 = 25. We then simulate the relationships
between the relative importance of sustainability-related objectives (p, q) and the expected benefit
of the contractor (U1), the expected benefit of the owner (U2), and the project benefits (U) under
different coefficients of effort cost. The results are shown in Figure 6. From Figure 6, we can
see that the functions of the benefits (U1, U2 and U) first increases and then decreases with the
corresponding change in the relative importance of sustainability-related objectives (q) under different
coefficients of effort cost. Obviously, the change tendencies represent an inverted “U” shape,
which further verifies the correctness of the Proposition 4. Additionally, the ratio of effort cost
coefficients (η1, η2) can affect the peak value of the function of project benefits, while cannot affect the
shape of the function of project benefits. As for sustainable projects, if the contractor overlooked or
overvalued the sustainability-related objectives, the expected benefit of the contractor will decrease.
Furthermore, the expected benefit of the owner and the project benefits will decrease accordingly.
The potential explanation for this is that the contractor should balance the relative importance
of sustainability-related objectives to enhance its expected benefit and project benefits. Therefore,
the contractor should synthetically balance its resources allocation on sustainability-related objectives,
under which condition the Pareto improvement can be achieved of project benefits.
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4.2.7. The Numerical Example of the Multi-Objective Trade-off Model

According to the multi-objective trade-off model and the related parameters, the levels of efforts
expended on the economic and environmental objectives, the coefficient of the benefit allocation,
the expected benefits of the owner and contractor, and the project’s net benefit are calculated under
different situations of different coefficients of effort costs and the relative importance of the economic
and environmental objectives. The results are shown in Table 1. We can see that in Table 1: (i) under
the conditions of different coefficients of effort costs, higher levels of the relative importance of the
sustainability-related objectives contribute to higher levels of contractor effort. (ii) If a wide gap exists
between the coefficients of effort costs and the economic and environmental objectives, the effort level
with a greater coefficient of effort cost increases with the growth of the relative importance of the
relevant objective. On the other hand, the effort level with a greater coefficient of effort cost is lower
than the counterpart with a smaller coefficient of effort cost and is also lower than the counterpart
under a balanced condition of the two coefficients of effort costs. (iii) Under different situations of
different coefficients of effort costs and the relative importance of the economic and environmental
objectives, there exists an equilibrium (p∗, q∗) that can minimize the coefficient of the benefit allocation
(β∗). Meanwhile, the contractor can reasonably allocate the required effort levels and optimize the
expected benefit. (iv) Under different situations of different coefficients of effort costs and the relative
importance of the economic and environmental objectives, there exists an equilibrium (a∗1 , a∗2) that can
maximize the project’s net benefit (U*). Meanwhile, the expected benefits of the owner and contractor
can be relatively improved.

Table 1. The numerical example results of the multi-objective trade-off model.

(a1, a2) β U1 U2 U

η1 = 2, η2 = 2
p = 0.5, q = 0.5 (1.25, 1.25) 0.5 2.06 2.06 4.12
p = 0.7, q = 0.3 (1.60, 1.05) 0.52 2.72 2.51 5.23
p = 0.9, q = 0.1 (2.38, 0.79) 0.59 2.63 1.84 4.47

η1 = 2, η2 = 4
p = 0.5, q = 0.5 (2.10, 1.49) 0.41 3.62 5.21 8.83
p = 0.7, q = 0.3 (2.78, 1.29) 0.46 5.07 5.95 11.02
p = 0.9, q = 0.1 (3.89, 0.92) 0.57 6.18 4.66 10.84

η1 = 4, η2 = 2
p = 0.5, q = 0.5 (1.49, 2.10) 0.41 3.62 5.21 8.83
p = 0.7, q = 0.3 (1.71, 1.48) 0.40 3.34 5.01 8.35
p = 0.9, q = 0.1 (2.09, 0.98) 0.43 4.16 5.51 9.67

η1 = 2, η2 = 8
p = 0.5, q = 0.5 (1.77, 0.88) 0.33 2.06 4.18 6.24
p = 0.7, q = 0.3 (2.50, 0.82) 0.42 3.75 5.19 8.94
p = 0.9, q = 0.1 (3.76, 0.63) 0.55 4.25 3.47 7.72

η1 = 8, η2 = 2
p = 0.5, q = 0.5 (0.88, 1.77) 0.33 2.06 4.18 6.24
p = 0.7, q = 0.3 (0.95, 1.24) 0.29 1.49 3.65 5.14
p = 0.9, q = 0.1 (1.08, 0.72) 0.30 1.56 3.63 5.19

5. Conclusions and Implications

Considering the relative importance of the sustainability-related objectives and the inherent nature
of sustainable construction projects, this study proposes that the contractor should balance the levels
of efforts and resources required to achieve various sustainability-related objectives. A multi-objective
trade-off model based on game theory was build and analyzed under moral hazard conditions.
A simulation analysis and numerical example were then provided so as to verify the model. The results
indicated that the levels of contractor efforts towards sustainability-related objectives are positively
related to the outcome coefficient however negatively to the coefficients of effort costs of the relevant
objectives. High levels of the relative importance of sustainability-related objectives contribute
to high levels of efforts. As for the given relative importance and coefficients of effort costs of
sustainability-related objectives, an equilibrium always exists prompting the contractor to adopt higher
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levels of effort with a lower degree of incentive intensity. Meanwhile, the contractors should balance
the relative importance and allocate the appropriate levels of efforts and resources for achieving
sustainability-related objectives. This in turn can maximize the project’s net benefits and improve the
contractor’s expected benefit.

In sustainable construction projects, the core capabilities of owners and contractors are mutually
complementary. Both of them are willing to collaborate so as to achieve the sustainability-related
objectives. This study establishes a multi-objective trade-off model based on game theory to explore
how the relative importance of sustainability-related objectives affects sustainable construction.
The model is validated by simulation analysis and a numerical example. Some implications
for management conclude this study and these include: (i) the coefficient of benefit allocation
depends on the contractor’s characteristic-related factors and the project’s characteristic-related factors.
The complex external environment of a sustainable construction project makes it difficult for the owner
to determine the actual effort level of the contractor. In this situation, the owner can adopt a relatively
low degree of incentive intensity; (ii) balancing the relative importance of the sustainability-related
objectives and the resource arrangement and allocation can allow the risk distribution (between the
owner and the contractor) to be more reasonable. The owner should design a fair and rational incentive
scheme, which is beneficial to the improvement of the expected benefits of both the owner and the
contractor; (iii) the owner should construct a fair and reasonable benefit allocation mechanism and a
mutual trust mechanism with the contractor. This can enhance the degree of information exchange
and optimize the levels of effort and resources shared between the two parties, as well as reducing the
potentially detrimental effects of the contractor’s moral hazard behavior.

As few studies to date have emphasized the effects of the relative importance of
sustainability-related objectives on sustainable construction, this study constructed a multi-objective
trade-off model as a means to bridge this gap. This study contributes significant theoretical and
practical insights into objective management in sustainable construction, as well as how to enhance
overall project benefits. However, the proposed model and conclusions must be considered in
light of the study’s limitations. First, the multi-objective trade-off model was constructed based
on a series of theoretical hypotheses, whilst some other factors (such as the interaction between
sustainability-related objectives) were ignored. Secondly, the proposed model only considers the
relationship between the owner and contractor, while neglecting the effects of any other stakeholders.
Thirdly, the proposed model only considers the economic and environmental objectives, while
neglecting the social issues inherent in sustainable construction projects. However, with the evolution
of the project’s whole life cycle, the interest demands of the stakeholders will gradually change.
Importantly, the relative importance of the sustainability-related objectives will change as well.
These limitations point out the direction for future work. In any case, this study contributes to
the existing knowledge by proposing and validating a multi-objective trade-off model that can be
used by project managers when managing sustainability-related objectives for sustainable construction
development. When managing sustainability-related objectives, project managers should consider
the relative importance of sustainability-related objectives and reasonably arrange and allocate the
appropriate levels of effort and resources. Practical implications can be drawn based on this model,
which provides a clear understanding of the effects of the relative importance of sustainability-related
objectives on the benefits in sustainable construction projects.
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