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Abstract

Purpose — To explore how and why the social structures of strategic partnerships are shaped by actors and
how these interrelate with a team’s interpersonal relationships over time. Grasping the complexity of this
interplay is essential if we want to comprehend what actually goes on in these partnerships and understand
why actors often disengage from them.

Design/methodology/approach — In three cases, 14 in-depth interviews were held with knowledgeable
actors about important events and activities that influenced the relationships between partners. Interview data
were triangulated with journals kept by the lead author, who participated as an engaged scholar in the three
cases. Because this study took an interdisciplinary approach, new insights could evolve from the multi-level
analysis.

Findings — Trust has a moderating effect on the relation between open-book accounting and the degree of
control a dominant party wants to exercise. When the level of control is raised, this can signal distrust to the
other partners, which can harm the relationship. When partners feel more dependent on each other’s
capabilities to reach their long-term goals, the parties seem to be less likely to put the blame on one of the
partners in the case of undesirable events.

Practical implications — Managers should be aware of their power position and acknowledge the effects of
power on their relationships. If long-term and close collaboration does not emerge in their partnership, it may be
due to how they use their power position.

Originality/value — Thanks to the interdisciplinary approach, this is the first study that shows the
significance of trust and power in maintaining strategic partnerships in the construction industry, and how
trust can affect the financial rules of actors.
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1. Introduction

In many industries, strategic partnerships have become an important way for firms to cope
with the challenges of doing business today (Gomes et al., 2016). Challenges such as climate
change necessitate firms to innovate, which typically requires them to collaborate with
complementary firms, as it allows them to share and integrate their knowledge and
production capacities (Buckley et al, 2009; Edmondson and Nembhard, 2009; Sambasivan
et al, 2013).

In the construction industry, long-term and cross-project partnerships are also thought to
have many positive effects, such as providing learning opportunities and allowing cost
reductions (Cheng et al, 2004; Ingirige and Sexton, 2006). To foster the development of
strategic partnerships in the construction industry, much research has been done to
understand the critical structural and relational elements of such partnerships (e.g. Cheng
et al., 2004; Eriksson, 2015; Walker and Lloyd-Walker, 2015). Despite its potential, the concept
of strategic partnering has not developed as strongly in the construction industry as in other
industries (Bygballe et al.,, 2010; Sundquist et al., 2018). Case studies report that team members
struggle with the partnership’s social system because it contradicts earlier experiences that
are often gained in more traditionally procured projects (Venselaar et al., 2015; Bygballe and
Swird, 2019).

Social systems consist of multiple dimensions that are constituted by social structures and
individual actions that produce, reproduce and change these structures (Giddens, 1984).
Social structures consist of rules and resources that help actors to give meaning to what they
are doing and enable them to acquire power within the social system (Reimann and Ketchen,
2017). Partnering is based on different rules and power relations than is the case in traditional
procurement, which can cause individuals who are new to this social system to feel
disembedded (Giddens, 2013; Hartmann and Bresnen, 2011). Whereas traditional
procurement is based on short-term and arm’s-length relatsluionships, the aim of strategic
partnering is to utilise the capacities of different firms by fostering long-term and close
collaboration between individuals and integrating processes between firms (Koolwijk et al,
2018). For close collaboration to emerge, it is important that individuals have trust in both the
rules of the social system and the individuals who constitute this system (Kahkonen, 2014;
Mathieu et al., 2008). Furthermore, the power relations between the partners must be balanced
(Kdhkonen, 2014). A dominant partner that uses its power to influence the social system
might be regarded as unfair by its partners, causing harm to the relationship (Pulles
et al., 2014).

There is only limited knowledge about how and why the social structures of strategic
partnerships are shaped by actors and how these interrelate with a team’s interpersonal
relationships over time (Bygballe and Swird, 2019; Bresnen ef al, 2005; Giddens, 1984).
Grasping the complexity of this interplay is essential if we want to comprehend what actually
goes on in these partnerships and understand why actors often disengage from them. In this
study, we aimed to understand the significance of trust and power relations in maintaining
strategic partnerships. Specifically, we sought to understand when dynamics in trust
legitimise dominant actors to change the financial rules in strategic partnerships. In turn, we
wanted to explore the effects of these changes on the interaction between parties in the supply
chain and eventually their commitment to the partnership.

This article is organised as follows. First, the conceptual framework with sensitising
concepts is described together with the three research questions. Then the methodology is
explained, together with a further detailing of the three cases and the inductive approach
used to identify interrelations in the data. Next, in the findings, we elaborate on the dynamics
between rules and actions and the role of trust in balancing power relations in the three cases.
Finally, we present our main conclusions and a discussion.



2. Conceptual framework

Giddens'’s structuration theory provides an ontological vision about how to understand the
interrelation between individual actions and social structures, in the sense that individuals
shape social structures, but at the same time these structures influence the choices
individuals make (Giddens, 1984). Structuration theory provides a basis on which research
can be grafted. This basis must be provided with more substantial theory in order to be able
to sensitise what actors know about why they exhibit certain behaviours and how they
understand the social world around them. In the following paragraphs, a conceptual
framework with sensitising concepts is developed on the basis of structuration theory.

2.1 Structuration theory

Giddens (1984) distinguishes three dimensions of a social system that can constrain or enable
actors in their action: signification, legitimation and domination. These dimensions are
constituted by social structures and individual actions. In their daily practices and
interactions, individuals form, reproduce and transform structures (Gherardi and Strati,
2012) (see Figure 1).

Structures in a strategic partnership consist of rules and resources (Giddens, 1984). Rules
define the inter-organisational objectives, procedures, formal relations and performance
criteria. Rules help actors to give meaning to what they are doing and to define and perform
particular activities (Giddens, 1984). Rules should not be understood as static “norms” for
action, but are interpreted and negotiated in situated interaction (Gherardi and Strati, 2012).
Resources enable a partner to acquire and possess power. Power is the capability of a partner
to initiate a process or to take a decision in the supply chain by being in a dominant position in
the social structure (Reimann and Ketchen, 2017). The concept of control in structuration
theory suggests that partners that are in a subordinate position can still influence the social
system, such as decision-making or behaviour, because they have a reciprocal relationship
with the dominant partner (Reimann and Ketchen, 2017).

Actors use modalities — namely interpretive schemes, facilities and norms — to connect
their processes of interaction with these structures. Systems of signification enable actors to
interact by the use of their interpretive schemes. An interpretive scheme operates as an
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assumption about how and why people act in particular situations and makes it possible for
an individual to identify an event in their life and to give meaning to this event (Bartunek,
1984). Systems of legitimation make it possible to sanction the interaction if an actor does not
comply with norms (Falcone et al., 2013). Norms define how team members should interact,
communicate and conduct themselves as members of the team. Systems of dominance
facilitate actors to influence the course of action by the use of power. Actors use the three
modalities simultaneously and interdependently when they produce, reproduce or transform
social systems (Jones and Karsten, 2003). Trust is the “glue” that holds the social system
together (Luhmann, 2000).

2.2 Rules in strategic partnerships

Strategic partnering (SP) is a delivery method in which the owner enters into a long-term,
cross-project and multi-partner agreement with a contractor and key sub-contractors
(Koolwijk et al., 2018). The term “strategy” is associated with the long-term objectives
related to the organisation’s long-term value and growth (Cheng ef al, 2004). In the
construction industry, this means that the contractor and other supplying partners are
awarded a follow-up project when they deliver the project according to pre-specified
project and partnership performance targets (Tennant and Fernie, 2014). The client’s
organisation benefits from the early involvement of key firms down the supply chain
(Eriksson, 2015). Through early involvement in an integrated project team, these firms can
contribute their organisation-specific knowledge to the design and increase their efficiency
by integrating activities across firms, from which the clients benefits. Integration between
firms includes inclusive decision-making, financial integration and information sharing
(Koolwijk et al., 2018). Inclusive decision-making concerns the level of involvement of top
and middle management in the project and joint decision-making by the client and
suppliers (Koolwijk et al., 2018). Key partners need to be involved in decision-making and
allowed to voice their concerns and opinions (Eriksson, 2015). Unless there is inclusive
decision-making, sub-optimisation of the chain may occur (Arshinder et al, 2011).
Information sharing is an important facilitator of an effective and efficient supply chain
because it provides enhanced coordination between partners and opportunities for
innovation within the joint team (Edmondson and Nembhard, 2009). This lowers the total
costs of the supply chain, which is a major motivating factor in the formation of
partnerships (Sambasivan ef al,, 2013).

Financial integration is realised through the sharing of risks and rewards and financial
information (Koolwijk et al., 2018). Sharing risks and rewards should make partners look
beyond the goals of their own organisation to the performance of the whole chain. Risks and
rewards need to be shared across the partners on a fair basis (Narayanan and Raman, 2004). If
incentives are not aligned, firms may revert to optimising their production (Rose and Manley,
2010). The sharing of financial risks and rewards by partners legitimises close collaboration
and the sharing of information (Rose and Manley, 2010), because the partners will “sink or
swim together” (Walker and Lloyd-Walker, 2015).

2.3 Power relations in strategic partnerships

In strategic partnerships in the construction industry, firms develop collaborative
relationships to utilise the complementary capabilities and resources of their partners
(Walker and Lloyd-Walker, 2015). Based on their capabilities, resources and position
in the supply chain, firms have different power positions (Kidhkonen, 2014). In the
construction industry, a client has a dominant position in the supply chain because it is the
sponsor of a project and is closest to the end-user (Kdhkonen, 2014). Its contractor,
however, has power because it has specific capabilities and resources that the client needs



(Terpend and Krause, 2015). This power is often relative because there is a difference in Financial rules,

dependence between the parties (Tennant and Fernie, 2014). When a client can easily
replace a contractor, the client has a stronger position than in a situation where the client is
more locked-in (Kahkonen, 2014).

Developing a collaborative long-term relationship requires a certain balance of power
between the partners (Van Weele and Rozemeijer, 1996). This does not mean that both
partners need to have a similar amount of power. It is the willingness of a partner to use its
power position that determines the balance of power and in turn the collaboration between
partners (Kahkonen, 2014). A powerful partner may use its power to change the rules, for
instance the distribution of profit within the chain. If this action makes the weaker partner feel
mistreated, it can decide to end the partnership (Pulles et al, 2014). However, a dominant
partner whose long-term objectives are more dependent on the other partner might refrain
from using its powers in order to maintain the long-term relationship (Reimann and
Ketchen, 2017).

2.4 Trust in strategic partnerships

For close collaboration to emerge in a social system, it is important that individuals have trust
in both the rules of the social system and the individuals who constitute this system (Giddens,
1991; Kdhkonen, 2014). Without this trust, there is no rationale to continue the relationship
(Luhmann, 2000), because it will negatively affect information sharing and close collaboration
(Edmondson and Lei, 2014).

The decision to join a strategic partnership requires actors to place trust in the
partnership’s social system (Giddens, 1991). Especially inexperienced actors need to take a
“leap of faith” to trust the rules, because they are rather unknowing about its inner workings
(Hartmann and Bresnen, 2011; Jacobsson and Roth, 2014; Venselaar ef al., 2015). Actors also
need to place trust in each other. When the directors of two firms decide to integrate their
activities in a strategic partnership, they know that they will become vulnerable to the actions
of the other partner (Koolwijk, 2018; Leuschner et al, 2013). They are willing to accept the
risks of integration, because they hold positive assumptions about the other partner. They
perceive the other partner as someone who does not take advantage of them (Mcknight and
Chervany, 2001), and who has the “ability, dependability, or competence to perform a task”
(Pinto et al., 2009, p. 640). In other words, they decide to trust their partner based on past
experiences or selection procedures that in some way are believed to be reliable indicators of
the future (Glaister and Buckley, 1997).

The decision to place trust in both the partnership’s social system and the actors within it
does not mean that this trust will be sustained over time (Giddens, 1991). During their
collaboration, each partner will learn about the true trustworthiness of the others (Kostis and
Nasholm, 2018). By monitoring the behaviours of a partner regarding a particular situation,
an actor can develop a notion of this partner’s trustworthiness. Norms and trust are therefore
closely linked (Falcone et al., 2013). Trust is reinforced by positive experiences and increased
knowledge of the other and declines when expectations are not met (Lewicki et al., 2006).
Trust within a project team is crucial to information sharing and close collaboration
(Edmondson and Lei, 2014; Koolwijk et al., 2020). To develop and maintain this environment,
norms are developed through team building activities, policies and contracts (Buvik and
Rolfsen, 2015; Walker and Lloyd-Walker, 2015). When trust declines, however, the desire to
control the behaviours of the partner is likely to increase in order to lower the exposure to
risks posed by the relationship (Das and Teng, 1998). By increasing control, however, one
could also signal distrust, which can lower the level of information sharing amongst team
members and eventually their commitment to the partnership (Das and Teng, 1998, Mcknight
and Chervany, 2001).
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2.5 Interpretive schemes in strategic partnerships

The interpretive schemes that people hold are formed by their backgrounds, experiences,
values and interests (Putnam and Holmer, 1992). Therefore, any given event can be
understood in multiple ways by different people (Giddens, 1984). Interpretive schemes can
enable people to take action, as such schemes allow them to interpret ambiguous situations
and reduce uncertainty in complex situations. However, interpretive schemes can also
constrain people in their view of reality and inhibit reflexive thinking. When a team tries to
understand a complex situation, the team members need to develop joint frames (Putnam and
Holmer, 1992). These joint frames are developed through a process of interaction in which
team members come to a joint understanding (Van Maanen and Schein, 1977). Because of
their interpretive schemes, however, this process does not guarantee that the issue is well
defined (Putnam and Holmer, 1992).

Case studies on strategic partnerships show that team members who are new to
partnering often developed their perceptions about other partners in more traditionally
procured projects (Venselaar et al.,, 2015; Bygballe and Sward, 2019), which are characterised
as low-trust relationships between firms (Hartmann and Bresnen, 2011). Team members need
to discard these beliefs about their potential partners and develop new ones before they can
trust and sustain the partnership’s social system and the individuals who constitute this
system (Jacobsson and Roth, 2014). Buvik and Rolfsen (2015) suggest that in the early stages
of a project, this “leap of faith” can be taken through the early development of integrative
work practices and norms within the project team. However, there is a possibility that this
perception proves impervious to change (Mathieu et @/, 2008). Hartmann and Bresnen (2011)
report that deeply rooted values and beliefs are difficult to converge in the construction
industry.

2.6 The interplay between financial vules, trust and power relations

Open-book accounting and financial incentive schemes are often used in the construction
industry as tools for financial integration (Walker and Lloyd-Walker, 2016; Badenfelt, 2010).
Under the condition of trust, open-book accounting can be considered an integrative activity
that enables information sharing between partners (Fabbe-Costes and Jahre, 2008). Financial
information is shared openly to facilitate discussion about design solutions and identify cost
reductions (Cooper and Slagmulder, 1999). Under the condition of low trust, one might argue
that open-book accounting is a control tool used as a safeguard against opportunism in the
process of managing strategic partnerships (Vosselman and Meer-Kooistra, 2009). It is used
to monitor the performance levels of each partner, comparing their individual contributions
against standards and correcting or adjusting these as necessary (Vosselman and Meer-
Kooistra, 2009). Cognitively, then, when the use of open-book accounting is changed by a
dominant partner, this can signal that partners distrust one another (Badenfelt, 2010).
Further, a dominant partner that uses its power to change the distribution of value in the
chain can be perceived as unfair by the other partners and harm the relationship (Pulles et al.,
2014). In contrast, when clients misperceive contractors as being opportunistic (Aminian,
2015), open-book accounting can also be used to counter those potential misperceptions and
provide facts about the partners’ actual performance (Cheung ef al., 2013). Therefore, for the
dominant partner trust plays a moderating role between open-book accounting and the level
of control. In turn, the outcomes of control measures can affect the way partners perceive each
other. This perception can be influenced by past experiences, especially in construction,
where many actors learn to distrust each other in a traditional procurement environment
(Hartmann and Bresnen, 2011). However, the issue of how and when partners decide to use
their power positions in supply chain relationships has hardly been researched (Reimann
and Ketchen, 2017). Trust might play an important role in balancing power relations
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study explored the following research questions:

(1) How does trust legitimise the use of power to change the financial rules in strategic
partnerships?

(2) Under what conditions do partners refrain from using their power?

(3) How does the experience of individual agents affect the interplay between financial
integration, power and trust in strategic partnerships?

The aim of answering these three questions was to deepen our understanding of why some
strategic partnerships are maintained, whereas others are dissolved.

3. Methodology

3.1 Rationale

This exploratory research sought to develop a theory on the interplay between structure and
individual actions grounded in data collected in strategic partnerships. To gain theoretical
sensitivity, an initial conceptual framework was developed (Bowen, 2006; Charmaz, 2006).
Data collection, data analysis and the development of the conceptual framework occurred
concurrently (Bowen, 2006). Throughout the study, the initial theoretical background was
supplemented with emergent concepts that provided clarity in thinking. To keep an open
mind and counteract the possible negative effects of early engagement with literature on the
research process, the trustworthiness standard was a key element of the research approach
(Shenton, 2004). Because the stories that emerged from the data are complex and many-sided
in nature, thick descriptions were made that allow this diversity (Flyvbjerg, 2006).

3.2 Case study selection

This study sampled cases that were homogeneous at the organisational and the contextual
level in order to identify how internal structural characteristics might be related to informal
processes in the partnership (Bennett, 2004). The comparison of multiple cases with similar
structural properties made it possible to explore patterns of similarities and differences in
how and when structural properties and informal processes interact.

A Tist of possible cases was created based on the knowledge held personally by the lead
author and by the head of a management consulting firm both active in facilitating strategic
partnerships in the Dutch construction industry. Additionally, data from a previous study by
the lead author was used to identify strategic partnerships that met the selection criteria
(Koolwijk, 2018). The cases selected met criteria for strategic partnering that had already
been used by others in this field. They incorporated the main components of strategic
partnerships in the construction industry and involved high levels of integration between the
participating firms (Koolwijk, 2018; Ingirige and Sexton, 2006). Further details are provided
below (Section 3.3).

3.3 Case description

3.3.1 Project and client characteristics. The three selected strategic partnerships were engaged
in similar large-scale housing renovation projects in the Netherlands, initiated by a housing
corporation. This gave a similar context to the partnerships. The projects were renovations of
terraced houses and all involved similar works, such as roofing, installing new central
heating systems and insulating outer walls. Tenants could also opt for new bathrooms,
kitchens and toilets, with room for personal choices such as appliance selection.

trust and
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Table 1.
Scope of integration
per case

3.3.2 Scope and duration of the partnerships. Table 1 shows the scope of the organisations
involved in each partnership. “Scope of integration” refers to the “nature and number of
organisations or participants included in the integrated supply chain” (Fabbe-Costes and
Jahre, 2008, p. 135). Partnership A consists of four partners, partnership B of five and
partnership C of six. Furthermore, all three use “co-makers”, namely parties that become
nvolved when the construction phase is being planned, so as to align their activities with the
main partners and other co-makers.

“Duration of integration” refers to the length of an established relationship in the form of
projects previously delivered by the partnership (Eriksson, 2015). Participants in partnership
A were interviewed when they were developing their third project. All the firms in
partnership C had collaborated on two earlier projects and were working on their third when
the first round of interviews was held; a second round was held during their fourth project.
Finally, participants in partnership B were interviewed during the course of their first project.
Three supplying firms in this partnership had previously participated in partnership A. For
the client, this was the first project done on the basis of partnering.

3.3.3 Level of integration between partners. The head of the management consulting firm
was involved in all three partnerships at the board level and organised them in the same way.
Consequently, they were similar in terms of their formal organisational structure. We
elaborate on this in more detail below.

With regard to the timing of involvement (Eriksson, 2015), partners become involved in a
project during its definition phase. This is the point at which a partnership develops various
design solutions and business cases showing the total cost of ownership for the client (here,
the housing corporation). The client’s board then decides which business case the partnership
should develop further. Following that decision, the partnership continues to develop the
design and project budget. Once the final plan fits within the business case and the project
budget is approved by an external cost auditor, the works are awarded to the partnership by
the client.

Organisationally, the partnership structure consists of three layers. At the top is the joint
leadership team composed of board members from each partner. To prevent suboptimal
performance along the chain of partners, each needs to be involved in decision-making
(Arshinder et al, 2011; Eriksson, 2015). It takes the high-level decisions and allocates primary
resources, such as project engineers and a project office, to the partnership. The middle layer is
the senior management team, which leads the partnership on a day-to-day basis. This team is
composed of project managers representing their own partner organisations. Project managers
are important agents here, as they are responsible for tactical decisions and occupy a central
position in communications between the boards of the partner organisations and the project
team. They are the information brokers (Karrbom Gustavsson and Gohary, 2012; Miiller et al,
2013) and they facilitate the sharing of financial information between the project team and the
partner organisations (Walker and Lloyd-Walker, 2015) — a process that could affect the

Partners
Client Contr Specialised subcontractors
Partnership I D&A R W
A X X X X
B X X X X X
C X X X X X X

Note(s): Abbreviations: Contr. = contractor; I = installations; D&A = demolition and asbestos removal;
R = roofing; W = window frames
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nurturing a no-blame atmosphere and teamwork throughout the project (Koolwuk et al., 2020).
At the lowest level are the operational teams, composed of project engineers and quantity
surveyors, who produce the design documents and realise the building. This operational layer
is directed and informed by the senior management team (Miiller ef al, 2013).

Various integrative activities are undertaken jointly by the partners, such as risk
identification and lean planning sessions. To stimulate close collaboration between the
partners, a range of partnering practices are applied, such as a two-day teambuilding
workshop at the start of each project and weekly team meetings to allow for ongoing
communication (Buvik and Rolfsen, 2015; Lacerenza ef al., 2018).

All three partnerships use the activity-based costing method to calculate their costs and
share cost data; this is a technique in which the allocation of costs is based on the activities
responsible for them. In the design phases, the partners are paid for their advice and design
activities. On top of the costs it actually incurs, each partner receives a percentage of those
costs as a profit margin. Once the design is finished and uncertainties are reduced, a
guaranteed maximum price for the construction works is agreed. The project-related risks
and cost savings are shared between the partners through a risk-reward fund, to provide an
economic incentive for collaboration (Walker and Lloyd-Walker, 2015; Rose and Manley,
2010). This form of contract is not common in this branch of the construction industry, where
fixed-price contracts with unit prices are still standard. The partnerships’ performances were
monitored on the basis of tenant participation in energy-efficiency measures, tenant
satisfaction with the process and product, number of items per home on the punch list, cycle
time per home and costs.

3.3.4 Outcomes of the four projects. In general, the four projects were seen as a success.
They were delivered within the agreed budget and schedule, and production times per home
were within the agreed limits. Each project received an A+ for tenant satisfaction. The level
of participation in the energy-efficiency measures was above 95%, which is regarded as very
high. Each project experienced challenges as well, including unforeseen situations like hidden
asbestos, but these were solved by the partners without great difficulties, major delays or
excessive cost overruns.

3.4 Case study protocol

Between April 2016 and December 2017, interviews were conducted with key actors selected
for their experience with the three strategic partnerships. We mainly focussed on members of
the senior management team who represent client, contractor and subcontractor
organisations, because of their central position within the partnership and to provide
information from a variety of perspectives (Shenton, 2004). In some cases, we interviewed
members from the joint leadership team to provide context to some of the stories that emerged
from the data. In all, 14 interviews were held with key actors from different firms (see Table 2).
All informants were interviewed in Dutch, their native language.

The in-depth interviews focused on important events and activities that, in the eyes of the
key actors, could influence the relationships between partners. Probing questions were asked
to encourage the interviewees to provide examples from practice and to elucidate their
meaning (Moerman, 2010).

Because the lead author is affiliated with the firms involved in the cases, for the sake
of impartiality the interviews were conducted by the second author. Each interview lasted
50-70 min and was audio recorded with the subject’s permission. The interviews were
transcribed verbatim for the purpose of analysis and to provide an audit trail. The transcripts
were then checked for accuracy by the third author, who acted as research assistant, before
being further analysed.
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Table 2.

Interviewed firms and
employees for cases A,
BandC

Firm Role/position Date of interview ~ Size”
Case A

Contractor Project manager — SMT January 2017 Medium
Installations Project manager and co-owner — SMT January 2017 Medium
subcontractor

Client Head of real estate department — JL'T January 2017 Medium
Case B

Contractor Project manager and co-owner — SMT November 2016 ~ Medium
Contractor Project communications manager — SMT November 2016 ~ Medium
Client Deputy head of real estate department — JL'T November 2016 ~ Medium
Client Project manager (externally hired) — SMT November 2016 ~ Medium
Case C

Contractor Project manager A (project 3) - SMT April 2016 Medium
Electrical subcontractor Project manager and co-owner (project 3)—SMT  April 2016 Micro
Client Project manager A (project 3) — SMT April 2016 Large
Contractor Director (project 4) — JLT December 2017 Medium
Contractor Project manager A (project 4) — SMT December 2017 Medium
Client Project manager B (project 4) - SMT December 2017 Large
Client Head of real estate department (project 4) - JLT =~ December 2017 Large

Note(s): Definition based on staff head count: micro < 10, small < 50; medium < 250; large > 250

The thematic analysis began with the lead author and the research assistant reading and
rereading the transcripts in search of patterns of meaning and issues of potential interest in
the data (Braun and Clarke, 2006). Both then separately performed an initial coding using
the sensitising concepts as interpretive devices (Bowen, 2006). Intimate involvement with the
data led to the emergence of the theory. In this process, Atlas TI 7 was used as a tool. The
research assistant is a novice researcher with little experience in studying the construction
industry. The lead author is an experienced writer in the field of supply chain integration and
collaboration and is active as a management consultant in the construction industry. Being
an engaged scholar in the cases, he could add his own viewpoint and review his personal
journals to help in understanding the complexity of each of them (Bickstrand and
Halldérsson, 2019). However, the interviews were used as the primary source to develop
narratives to keep them close to how the individual actors experienced each situation. The
constant comparison method was used to assess the coding categories that evolved from
team meetings. The double-coding approach by two authors with different backgrounds
ensured that neither forced their preconceptions upon the data (Kelle, 2007). This is
important, as being an engaged scholar, tension could have emerged as a result of his
company relations (Bickstrand and Halldérsson, 2019). Finally, to establish the links
between the salient features of the data, further content analysis was conducted using the
different quotations under each code (Saldana, 2015). The final thematic structures and story
lines that emerged from the data were reported by the lead author and the research assistant
in the form of thick descriptions, then discussed with the second author, who had performed
the initial interviews. The second author is an expert in psychology. Because the lead and
second author have different backgrounds, they had to cross boundaries, creating synergies
and avoiding their disciplinary narrowness. Any differences in individual viewpoints about
the main themes and plotlines were resolved through discussion and by closely rereading
parts of the data until consensus was achieved. When the data did not uncover any new ideas
about the theory, the coding stopped.

The interviews were held while the partnerships were still working on building projects.
At the time they were conducted, it was unclear whether these partnerships would be



continued after the projects were finished. Information about their continuation or Financial rules,

termination was therefore obtained later, from the interviewees and from the head of the
management consulting firm that had facilitated the three partnerships. After the four
projects were completed, the authors conducted further short interviews with the client’s
project managers about their outcomes. In addition, they were shown the projects’ periodic
performance reports. Partnerships A and C were continued, whilst partnership B was put on
hold for at least 18 months after the first project was delivered.

4. Findings

4.1 Case A: trust balancing power relations between contractor and subcontractor

In case A, a potential financial conflict developed between the contractor and an installation
subcontractor who was running behind schedule and thus creating problems for the other
firms in the production chain. The subcontractor’s project manager explained:

When an installations subcontractor falls behind schedule, often the whole supply chain falls behind.
(Installations subcontractor’s project manager, case A)

To get back on track, the subcontractor’s project manager tried to increase production speed
by hiring more personnel.

However, “the supply of personnel was scarce at that time.” He therefore “called 40 companies to ask
whether they had hands available. In this specific case I found two plumbers. Or I thought they were
plumbers, but they proved to be more like demolition workers. .. They caused me even more
problems. .. So I put in a lot of effort to turn the situation around, but the project manager for the
contractor thought I was messing up and that we were not in control.” (Installations subcontractor’s
project manager, case A)

Initially, the subcontractor’s project manager kept quiet about his difficulty in finding enough
skilled personnel, which caused a considerable delay to the project. To get back on track, the
other partners had to incur additional costs. Actual staffing levels were below those
envisioned when the partners drew up a joint production schedule. The subcontractor’s
project manager explained that:

an open and honest talk, discussing how they should do things differently in the future. (Installations
subcontractor’s project manager, case A)

In the previous few years, the partners had developed a trusting and collaborative
relationship, one that had created a unique value for both of them.

We have a history together. We won a [supply chain] prize together. That gives us a lot of
togetherness. We think we're really good together. However, we also think we can always improve. . .
We have a relationship. We've also done a lot of good projects. (Installations subcontractor’s project
manager, case A)

Because the collaboration is significant for both the contractor and the subcontractor and
there is a basis of trust, they prefer to collaborate and commit to the partnership. The project
manager of the contractor explained:

My director told me that we are a partnership together; this time it happened to the installations
partner, the next time it will be us or the demolition partner. . . That’s strategic partnering: you know
you'll do a project together next year, and another one a year after that. And so on. (Contractor’s
project manager, case A)

He underlined the importance of trust in building long-term collaborative relationships:

The basis of strategic alliancing is trust. If there is no trust, you can better stop.
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Additionally, the contractor’s project manager said that it is important to believe in the good
intentions of your partner when there are issues, as that enables project team members

to put their knowledge on the table, because that is the strength of the partnership. (Contractor’s
project manager, case A)

4.2 Case B: distrusting client uses its power to change the rules

In case B, the deputy head of real estate at the housing corporation was inexperienced in
strategic partnering. In the past, he had bad financial experiences with contractors in
traditional projects and therefore started experimenting with other procurement approaches,
such as design and build and partnering. The interviews took place immediately after an
overt financial conflict at the time the first part of the renovation project was finalised. Neither
the externally hired project manager nor the deputy head of real estate at the housing
corporation entirely trusted the costs presented by the contractor and subcontractors. The
deputy head explained:

In a strategic partnership, a contractor and subcontractors are involved early on and are paid for
their activities. I felt that those costs were too high. The contractor was concealing profit by shifting
things in the budget and thereby calculating the profit three times over. (Deputy head of real estate at
housing corporation, case B)

He also stated that:

There is no trust between me and the contractor, [and] if you were to ask me if I would apply strategic
partnering again, I would say no. (Deputy head of real estate at housing corporation, case B)

The externally hired project manager of the housing corporation had experienced a similar
situation when working for another corporation in a strategic partnership.

The contractor and subcontractors were misusing the situation. They kept on booking hours, to the
extent that it got out of proportion. (Project manager at housing corporation, case B)

Because they perceived the contractor as opportunistic, the deputy head of real estate and the
project manager at the housing corporation felt legitimised to enhance the level of financial
control. According to the contractor’s project communications manager:

The deputy head at the corporation demanded more cost-specific information from the contractor’s
[project manager]. (Contractor’s communication manager, case B)

The contractor’s project manager explained the situation further, evidencing that when a
dominant partner raises the level of control it can cause the subordinate partner to feel
distrusted and unfairly treated (Pulles et al, 2014).

It is being suggested that we make a scandalous amount of money, while we can show them every
offer and purchase invoice. We can refute everything . . . First the client told us they wanted a [basic]
list of materials. I showed them an example, which was agreed. However, eight weeks later they [the
project manager of the client] wanted far more itemised documents. [Consequently, I am] working
overtime, producing all these documents they require. At the same time the client tells me I'm
booking too many hours. . . It’s getting on my nerves [and] it also feels like everything is going in one
direction. (Contractor’s project manager, case B)

Because the deputy head of real estate and the externally hired project manager at the
housing corporation did not trust the calculations presented by the contractor and the
subcontractors, they raised the level of control further and hired an external cost consultant
without informing the other partners. This shows how a dominant partner can use its
position to change the rules of the social system.



After an initial review of the project budget, the external cost consultant told the deputy Financial rules,

head that:

The costs were not in line with current market prices. (Deputy head of real estate at housing
corporation, case B)

However, at the time of the interview:

The cost consultant still needed to deliver the evidence. (Deputy head of real estate at housing
corporation, case B)

Later, an expert on the activity-based costing method was asked to intervene after the
contractor’s project manager threatened to step out of the project. It turned out that the
externally hired project manager at the housing corporation had not informed the external
cost consultant that the partnership was using activity-based costing methods, and that the
contractor and the subcontractors also provided design and other services to the partnership.
This led him to make the false allegation against the contractor of hiding profit in the
additional costs.

Increasing the level of financial control, however, undermined the level of trust between
the partners. Six months later, the situation in case B brought the contractor’s project
manager to the point where he resigned from the project. The whole situation was exceptional
for the supplying partners, to the extent that it made them reconsider their involvement in the
project even though the tenants were highly satisfied with its outcomes.

4.3 Case C: the effect of carrying frames from a traditional social system

In case C, no clear conflict in respect of costing was reported. However, the case resonates
what has been mentioned concerning case B. The head of the real estate department
explained how they framed contractors in the past and how much effort it takes to change
these preconceptions. She also underlined the importance of trust in building long-term
relationships.

We came from an era in which we procured our projects in a traditional way based on the lowest
price. We saw contractors as parties that only wanted to make money from us. The word trust was
not part of our dictionary at that time. Therefore, we could not trust each other in advance. When we
started with strategic partnering, we did not speak about long-term agreements. It started with a
project in which we needed to manage particular risks. We could only manage these risks together
with the contractor. So, I started to ask my board members if we could select a contractor in a
different way. There was a lot of resistance, but after a while they gave me permission to go ahead,
but cautiously. We started with a first pilot project, then a second and a third pilot project [with
different contractors]. We started with contractor X, but why not Y and Z? So we also tried it with
those contractors. And then one of these pilot projects slowly developed into something that looked
like a trustworthy relationship, something that could last longer. It was actually in this project that,
for the first time, we really started to talk about the long term. (Head of the real estate department at
housing corporation, case C)

Furthermore, the contractor’s project manager mentioned the difficulties that arose when a
new project manager at the housing corporation had a background in traditional
procurement. In two subsequent projects in case C, the new project manager at the
housing corporation clearly lacked partnering experience. As the other five supplying
partner firms kept the same project managers on the team, and thus had developed
partnering routines earlier, they went too fast for the newcomer.

Thad to work with a new project manager, who was inexperienced in strategic partnering and came
directly from “traditional procurement land”, so did not have a clue what was going on. (Contractor’s
project manager, case C)
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Table 3.

This resulted in numerous heated discussions between him and the representatives of the
other partners about, for instance, costing. Project manager A at the housing corporation
talked about the “leap of faith” people need to take when they start working in strategic
partnerships:

You need to see the advantages. If you have doubts about it, it is not going to work. I've got
colleagues who think “This is not going to work”. When they think like that, it’s of no use. (Project
manager A at housing corporation, case C).

And about how trust and financial integration are related:

Trust is the basis: we should be able to assume that the costs presented by our partners are the actual
costs. (Project manager A at housing corporation, case C)

The housing corporation acknowledged the difficulties caused by repeatedly changing its
project manager, as the one assigned to the final project admitted:

It would be better if there were not as many changes. . . Changing the team for every project is not
very effective. (Project manager B at housing corporation, case C)

Echoing this, the head of the real estate department said that:

It takes time for them to learn and understand their new role. (Head of the real estate department at
housing corporation, case C)

The housing corporation changed its project managers on purpose, however, in order to make
itself less vulnerable to staff turnover by familiarising more project managers with this kind
of role.

The following table presents the similarities and differences across the three cases to
support the theoretical predictions (see Table 3).

5. Conclusions and discussion

The aim of this research was to investigate the interplay between rules, trust and power
relations in strategic partnerships in the Dutch construction industry and to answer three
questions: (1) How does trust legitimise the use of power to change the rules in strategic
partnerships? (2) Under what conditions do partners refrain from using their power? (3) How
does the experience of individual agents affect the interplay between rules, power and trust in
strategic partnerships?

It can be concluded that trust has a moderating effect between open-book accounting and
the degree of control a dominant party wants to exercise. The dominant party, in particular, is
in a position to adjust the rules regarding the use of open-book accounting. In case B, the
dominant party used its position to increase its control. Initially, the dominant party

Power position
Experience in Power (Expected)
Case Dominant  Subordinate partnering Trust use rule change Outcome

A Contractor ~ Subcontractor ~ Contractor PM Yes No Financial Engage
Subcontractor PM integration
B Client Contractor Contractor PM No Yes Financial Disengage
integration

Cross-case comparison C Client Contractor Contractor PM Yes No Financial Engage

of the three cases

integration




demanded more information from the subordinate party. It then hired an external cost expert Financial rules,

without involving the subordinate party. As a result, the subordinate party felt distrusted by
the dominant party. Ultimately, this made the representative of the subordinate party
disengage. In case A, we see that the parties had built up a relationship of trust over the years.
This kept the dominant party from redistributing the financial value of the project and
instead focus on what is needed to avoid the same mistakes in future projects.

In cases A and C, the parties indicated that the collaboration is of unique value to them.
Because they feel dependent on each other’s capabilities, they seem to be more committed to
long-term cooperation and less likely to put the blame on one of the partners. The
combination of the two factors makes the dominant party less inclined to increase control
when problems arise. In case B, the construction client appeared to have taken a more
dominant role and saw partnering as a way to obviate the type of financial problems that
arise in more traditional projects. The lack of trust, however, prompted the dominant party to
apply more control over the contractor. This decision ultimately had disastrous consequences
for the collaboration.

The three cases seem to suggest that the experiences of the involved actors play an
important role in the development of a financial conflict and a lack of confidence. In case B,
both the head of the real estate department and the project manager were relatively
inexperienced in partnering. In addition, both had bad experiences with contractors in the
past. The results seem to suggest that these experiences had greatly influenced their view of
contractors, despite the team building and other group activities the joint team had been
through together. Case C appears to support this finding: the interviewees clearly indicated
that a lack of partnering experience can lead to discussions about money and the way of
working together. In contrast to case B, however, in case C the head of the real estate
department expressed his trust in his department’s partners. Actors must have confidence in
the principle of partnering from the start, otherwise it is of no use to embark on it. In addition,
trust must be confirmed in the collaboration. In case C, a number of projects had to be carried
out with a number of contractors before there was sufficient confidence in one of these
contractors.

Previous studies in other industries indicated that long-term and close collaboration can
arise only if there is a certain balance in power relationships between the parties involved
(Van Weele and Rozemeijer, 1996). The present research shows that when the dominant party
uses its power to adjust the rules in the social system, this can lead to the disruption of the
relationship. This finding is therefore in line with previous research (Kdhkonen, 2014; Pulles
et al, 2014).

Trust is often cited as the “lubricant” of long-term relationships (Venselaar et al, 2015).
The present research shows how the degree of trust can influence the degree of control that
the dominant party wants to exercise over the subordinate party. This finding confirms Das
and Teng’s (1998) ideas about the role of trust in strategic partnerships and its effects on the
use of control measures.

Bresnen (2009) suggested that partnering emerges through the interaction of actors who
work for different organisations. The results of this study support these findings. In
particular, people’s perceptions seem to have a major influence on how partnering evolves.
Perceptions can differ from person to person and thus influence the dynamics and ultimate
form of partnering. This finding may explain why partnering is shaped in different ways in
the construction industry (Nystrom, 2008; Koolwijk et al., 2018).

Buvik and Rolfsen (2015) suggested that the creation of trust between parties can be
accelerated by applying certain interventions at the start of a project. Although such
interventions took place in all three cases, in one of the cases the interaction nevertheless led
to a decline in confidence. Bringing moments of reflection into the process therefore seems
very important to make people aware of their patterns (Hartmann and Bresnen, 2011).
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However, trust can sometimes prove difficult to restore (Mathieu et al, 2008), especially when
a collective feeling of mistrust arises within the team of one of the parties.

This research offers a new perspective on the actual problems practitioners face in
strategic partnerships. It shows that both structural and relational elements are involved in
the activities of actors and highlights how trust can affect the financial rules of actors.
Thanks to the interdisciplinary approach, these new insights could evolve from a multi-level
analysis. In this sense, this study can act as a guide to new research into the field of inter-
organisational collaboration in the construction industry. In this industry, the dominant
approach is that collaboration is mainly determined by legal boundaries (Koolwijk et al.,
2018). Koolwijk ef al (2018), however, provided evidence that long-term and close
collaboration can emerge irrespective of the project delivery method used. In this industry,
therefore, a new theory on inter-organisational collaboration can develop when researchers
give up their disciplinary narrowness. More interdisciplinary research will facilitate
theoretical development, because forces researchers to cross boundaries between fields, such
as social psychology and supply chain management. This is not an easy task, but a necessary
one if we want to deepen our insight into the dynamics practitioners face in strategic
partnerships.

5.1 Limitations and suggestions for further research

Although the findings presented here are based on three cases, there are limitations with
regard to the generalisation of the results. More in-depth and interdisciplinary research is
needed to further clarify the specific power relationships and their effect on the practices of
different parties. In addition, more research is needed into the relative importance of trust in
regard to the power relation. Especially in situations where one of the parties is highly
dependent, it could be that trust is faked in order to maintain the relationship. More research
is also needed into how people’s frames affect their future interactions. Frames developed in
the past can have a major influence on the way people interact with each other in the future
and thus hinder new forms of collaboration.

5.2 Practical implications

The results of this study have implications for practitioners involved in strategic
partnerships in the construction industry. A firms’ capabilities, resources and position in
the supply chain determine their power relations. Managers should be aware of their power
position and acknowledge the effects of power on their relationships. If long-term and close
collaboration does not emerge in their partnership, it may be due to how they use their power
position.

Our findings show that the past experiences of actors can influence their future
collaborations. Although the joint teams were trained in various ways in partnering practices,
trust proved impervious to change in one of the cases. The slow and step-by-step
development of a trusting relationship is therefore warranted if firms want to develop long-
term partnerships in the construction industry.
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