U.S. copyright law (title 17 of U.S. code) governs the reproduction and redistribution of
copyrighted material.



N

INFO #: 19182404

-

CustID: 3369 Customer No: 3369 /814127
University of Melbourne Date of Order: 04/06/2009
Lesley Caelli Date of Shipping: 09/06/2009
Doc. Del. & ILL Information Resources Access Orderer: Lesley Caelli
Baillieu Library Department:
Parkville , Australia 3010 Bill Ref: 1620368@mill
Order No: Vaccari, Angela Linda

Shipping method: Ariel
128.250.128.82

Standard

Journal: Australian Construction Law Reporter
Citations: 12 (2)():50-59 1993

Author:; G Hanly, G Valence

Title: Partnering: an Australian Perspective, Part 1 -
ISSN: 07261551

This work was copied under licence from the Copyright Agency Limited (CAL).
A licence is required from CAL for the making of further copies by any means.

Infotrieve Australia Pty Ph: +61-3-9544 4911
344 Ferntree Gully Road Fax:  +61-3-9544 3277
Notting Hill VIC 3168 Email: status@infotrieve.com.au

AUSTRALIA www.infotrieve.com



PARTNERING: AN AUSTRALIAN PERSPECTIVE

PART 1 - PARTNERING'EXPLORED

Garry leily and Gerard de Valence*

1. Introduction

Over the last two decades contractual claims and,

disputes have bedevilled the buliding and con-

struction industry in Australia (the Industry) and -

significantly affected its performance in terms of
productivity and efficiency. The reasons for and
implications of this have been expiored in a
considerable number of reports and papers on
the subject, including: the Royat Commission into
Productivity in the Building industry in New South
Wales (the Royal Commission) Public Discussion
Paper Contractual Claims and Disputes: Towards
implementation of Existing Reform: Proposals;
and the report of the Joint Working Party of the
National Public Works Conference and the Na-
tional Building and Construction Councll entitied
No Dispute: Sirategies for improvement in the

Australian Buiiding and Construction Industry

(No Dispute).

These and other reports conciuded that, largely

as a result of bad planning and poor communica- .
fions, the present systermn of contracting affects:

the performance of the Industry in three main
ways. Namely:

(1) risks and obligations are often aliocated in
inappropriate and frequently unfair ways be-
tween the contracting paries (a process many
say is encouraged by the compaetitive tender-
ing system);

(2) imprecise delineation of the respective roles
of the various parties involved in the building
and construction process regularly occurs
and confuses the responsibility for particular
righs; and .

{3) poor and incomplete definition of the required
outcomes of projects produces defective de-
aign and cther project documentation.

The end rasult is deficient contracts and contract
administration, especially in project programming
and co-ordination. This generates claims and
dispules which, in trn, leads to aggressive,
" adversarial relationships between the contract-
ing parties. i also, of course, adversely affects
the time and cost performance of projects, which
costs the Industry, its clients and the Australian
community millions of dollars each year.

The high level of interaction between project
participants, required to deal with the many com-
plex issues and overlapping responsibilities they

face, creates great potential for claims and dis- -
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putes and makas co-operation between the par-
ticipants particularly desirable. In the United States
the concept of partnering, or co-operalive con-
tracting, has been developed and successfully
tested as a means of improving relationships
between those involved in the construction proc-
ess (essentially by encouraging open communi-
cations between them and resolving problems
quickly and in mutually beneficial ways), whilst
increasing productivity and profits.

This paper outlines the concept of partnering in
Ssctions 2, 3 and 4. The benefits end disadvan-
tages are canvassed in Sections 5 and 6. The |
discussion then tums in Section 7 to the relation-
ship between parinering and the ideas bshind
quality management. Section 8 looks at the nec-
essary elements for successful partnering and
the conclusions are in Section 9. The implemen-
tation of partnering arrangements and their impli-
cations for independent consuitants are dealt
with in Parts 2 and 3 respectively of this paper,
which will foliaw in future issues of this journal.

2. What is Partnering?

Partnering is a private arrangement made be-
iween Industry participants such as owners and
suppliers, contractors and suppliers, and clients
(including their representatives and consultants)
and contractors {hoth head contractors and sub-
contractors).

Partnering provides mechanisms for co-opera-
tion between the participants to occur. Under a
partnering arrangement ail parties to it agree, in
a formal partnering charter, to focus on co-opera-
tion and to work to avoid adversarial confronta-
tion. “Working relationships are carefully and
deliberately built based on mutual respect, trust
and integrity” (Cowan 1890, p. 2). This not only
prevents disputes but encourages rational alio-
cation of risks, sharing of information and the use
of new technologies. The results are improved
productivityand profits, with reduced costs, claims,
disputes and stress.

Partnering therefore provides a more rational and
cost effective approach to contracting. It can
provide benefits not only to project participants
but also to the Industry and the community gen-
erally. These potential benefits led Royal Com-
missioner Gyles to urge that there be a greater
familiarisation with partnering in this country. Mr.
Gyles felt that parinering has much to ofter by:




1) giving both public and private sector partici-
pants in the building process a graater insight
into the conceptual basis of that process in

terms of the Interpersonal relationships in-

volved; and

providing practical gLide-lines for structuring
relationships in a manner which removes en-
ergy-sapping disputation and confiict, in-

. creases communication and achieves the best
utilisation of the skills of ali participants both in
relation to individual projects and In the longer
term (Final Report, p.77).

There are a large and variad number of forms that
partnering arrangements can take. For any given
organisation there will be forms that are more
suitable than others, that are easier to imple-
ment, and malch organisational objectives bet-
ter. The following discussion looks st three broad
categories: full parinering; limited parinering; and
public sector partnering.

2.1 Full Partnering

The general viaw In the United States of America
is that the full benefits of partnering can only be
derived from the establishment of long-term com-
mitments, in relation to either a single long-term
project or a number of ditferent projects over
many years. A long-term relationship, it is ar-
gued, is necessary to engender confidence, trust
and generally positive attitudes. This belief is
reflected in the definition of partnering developed
by the task force established in 1987 by the
United States Construction industry Institute (Cit)
to evaluate the feasibility of the concept. The ClI
Task Force defined partnering as:

& long-term commitrment between two or more
organisations for the purpose ol achieving
specific business objectives by maximising
the effectivenass of each participants re-
sources. This requires changing traditional
relationships to a shared culture without re-
gard to organisational boundaries. The rela-
tionship is based on trust, dedication to
common goals and understanding of each
others Individua! expectations and values
(1991, p iv).
it follows from this definition that partnering ar-
rangaments which do not stretch beyond the life
of one short to medium term project carnot be
expected to succesd. There is, the argument
goes, simply not enough time to allow the open-
ness, sharing of responsibility and joint problem
soiving vital to successful implementation of
partnering to develop. “Between client and con-
tractor it means that each project bagins at the
bottom of the learning curve rather than an empa-
thy being built up over several projects” (Foster
1891, p.3).

This however is not necessarily the case. It
assumes that:

2)
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1, clients, contraclors and consultants cannot
accumulate the experience of partnering, and
learn on a project-by-project basis with differ-
ent ‘partnars’; and

2) mechanisms do not exist within the tech-
niques adopted in partnering to yield at least
some of Its benefits in the short-term,

2.2 Limited Partnering

More limited forms of parinering than that encom-
passed in the Cl! definition, which may be termed
ful partnering’, exist. There are in fact many
differant pogsibie definitions of the concept, stern-
ming from the fact that there are many different
applications and shades of partnering. Two ex-
amples are agreements with pre-selected, pre-
ferred contractors and project co-ordination
agreements. Under a pre-selection agreement
the client selects contractors or suppliers who
agree to enter into standard contracts at some
time in the future, while the client agrees to
provide advance information on future require-
ments to facilitate planning on the part of the
contractor or supplier necessary to meet these
requirements (Loraine 1991, p.2),

Co-ordination agreements typically make provi-
sion for the establishment of a project team
comprisaed of representatives of the client and the
main contraotor and possibly specialist sub-con-
tractors also, to co-ordinate the carrying out of
the relevant projsct(s). Often this Is done with the
assistanoce of a facilitator whose prime task is to
monitor performance of the project(s) and the
carrying out by the parties of their respective
responsibilities. It is possible to progress from
pre-selection agresments to co-ordination agree-
ments and on to full partnering.

ltis worth noting in this context thatir. Europe and
the United States many full partnering arrange-
ments grow out of informal contract by contract
relationships between participants which stretch
back over many years. The partnering agree-
ment which presently exists between Du Pont
and Fluor Danlel is an exampie of this. Not ail
‘partnerships' however fall into this catsgory. The
United Kingdom's National Economic Develop-
ment Council (NEDC) Study Team which visited
the United States to evaluate the application of
partnering to the UK building and construction
industry noted that while most of the partnered
projects they examined followed this pattern, it
was “interesting to learn from Kellog that they hag
no previous relationship with their ‘partner’ Proc-
tor and Gamble, who had simply gone to the
marketplace and uncertaken a prequalitication
exercise. They had then invited the short-listed
compsanies to tender for a partnering arrange-
mert on a rather more formal basis” (Flint 1991,
p. 3).

By way of further example, Foster considers that
collatorative sourcing of materials between cil-



ents and suppliers can be a form of limited
partnering (Foster 1991, p. 4). Taylor makes the
same claim for some forms of repeat business.
He states that if the repeat business is regular
‘and based on good relations, good performance,
the abifity to improve the ways of working, and
lsads to continuous improvements in perform-
ance, it almost constitutes a full partnering refa-
tionship (Taylor 1991, p. 6). Relationships of this
ype. are sometimes formalised in “ever-green”
contracis "whereby a contractor is under contract
to an owner 1o do repeat jobs as and when

requirad often on the basis of a pre-agreed sched, -

ule of rates” {Hinksman 1981, p. 6).

According to Loraine, full partnering can be ap-
plied to: . :

* a number of large projects occurring over a
number of years;

* a major single project laéting several years;

* & continuous well-planned and firmily budg-
eted sequence of medium sized similar
projects with a long overall ime duration; and

* projects with a high engineering contenl,

Conversely, he argues that full partnering is not
suitable for:

* small to medium sized projects wrere the

clientis not able to plan and budget ahead to‘

any great extent;
* projects with low engineering content; and

* ‘'bread and butter medium sized civil engi-
neering projects {Loraine 1891, pp. 6-7).

He neverthelass observes that many of the ele-
ments of full partnering can be applied in these
cases to yield many of its benefits. The formality
of the organisational structure used to implement
partnering can simply be scaled 1o fit the objec-
tives of the parties, the size of the project(s), and
the resources of the panticipants.

2.3 Public Sector Partnering

Despite the reservations of many, partnering can
also be utilised successluily in the public sector.
The most comprehensive partnering arrange-
ments in the construction industry to date have,
in fact, been developed in the United States by
the US Army Corps of Engineers (the Corps)
which is a major public sector client of the US
construction industry and is credited with plo-
neering partnering in that industry.

Doubts arise as to the application ot partnering in
the pubiic seclor because of the high level of
public accountability of government construction
authorities. The public interest demands value for
money in the expenditure of public funds and
such agencies must maintain objectivity and avoid
impropriety or partiafty, both in fact and in ap-
pearance. This means that normally contracts for

public works ara awarded on the basis of some
objective form of competitive bidding, open 1
public scrutiny. Thus Commissioner ian Temby of
the New South Wales Independent Commission
Against Corruption (ICAC) has stated that ICAC
“would object strongly to any proposal which
could be interpreted by public sector organisa-
tions as a way to avoid rigourous assessment of

- .competitive tenders as the basis for selecting
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contractors who will be the recipients of substan-
tial funds” from the public purse (ICAC 1991,
14.7). '

Competitive tendering as a form of competition
preciudes long-term, repeat business commit-
ments being made to selected contractors and
consultants and thereby, in the eyes of many,
ruies out fuk partnering in the public sector, at
least in its deepest and potentially most reward-
ing sense. Moreover, some see the essence of
partnering as being the elimination of competitive
bidding, which is seen as wasteful of resources
and responsible for the introduction of conflict at
the earliest stages in the life of projects. Foster for
instance states that:

The acceptance of the lowest tender, which is
[often] a requirement within the public sector,
frequently ensures that refationships thereaf-
ter will be strained. On the one hand the
contractor /s looking to secure the [best] profit
he can derive. On the other mare often than
not the client is clarifying his mina on exactly

what he wants ... The resuit is the process - if .

one can dignify it with such a name ... of
tendering at rock bottom prices and relying on
claims [based on alleged variations to the

works among other thingsj to produce a profit

or even cover costs. (Foster 1991, p. 1).

Unless appropriate safeguards are astablished it
seems that s¢ long as there is someone prepared
to gamble and take unreasonable risks the com-
petitive tendering system Is itself at risk as an
effective form of competition. Competitive ten-
dering for private as well as public sector work is
however not in fact precluded by partnering. The
fact that the Coms is required by United States
law 1o adopt competitive tendering and indeed
accept the lowest conforming tender for the con-
struction of its capital works provides cogent
evidence of this fact. Not only has the Corps
pioneered parinering in these circumstances, it
has done so on a single project basis. Moreover
ihese projects have been remarkably successful,
recording resuits which include an 80 to 100 per
cent reduction in cost overrung ancd the virtual
elimination of project time overruns. This has
been achieved with a 75 per cent reduction in
project paperwork and completion of all projects

.with no outstanding claims or litigation. At the

same time there have been significant improve-
ments in site safety records and improved morale
in the organisations involved (Cowan 1990, p. 1 ).

i,



While a highly contested bidding process can
create barriers, this need not necessarily be. the
case. Commissioner lan Temby of ICAC has
stated that any suggestion that competitive ten-

dering leads to a high incidence of claims and .

disputes needs to bé challenged. He considers
that inadequate assessment criteria, resulting in
the selection of unsuitabis contractorg, and sub-
sequent poor management by them, are to blame.
Poor tandering and contracting practices, he
concludes, should not be used to discredit com-
petitive tendering as a selection mechanism (ICAC
1991, 14.8 and 14.9). Conversely, etfactive crite-
ra for the assessment of tanders and eligibility of
tenders in terms of, among cother things, their
technical competence andfinancial would
go a long way towards eliminating excessive risk
taking. by contractor and consultants.

Moreover, it shoukd be possible to deveiop a
strategy for competitive bidding that is in keeping
with the principles of partnering. Where partnering
is contemplated the acceptance of its philosophy
and awillingnéss to pariner within defined param-
eters couid be incorporated into the tender docu-
ments. This could be suppiemented by other
criteria directed toward ensuring that the poten-
tial partner (the successful bidder) has a corpo-
rate / organisational culture amenabie to the
partnering philosophy. Further, the traditional
contract used for the project could incorporate
rational risk sharing and be made consistent with
the parinering process contemplated in special
conditions. in the contract.

3. What Parinering is Not

Whateverform the partnering arrangement takes,
there are certain things that it is not. In particular,
it Is not the only way to successfully perform
building and construction work, although it -has
the potential to significantly improve project out-
comes. Nor is partnering an exclusive arrange-
ment that preciudes the participants having other
project relationships, or maintaining relationships
with non-partners.

Partnering is not a “partnership” in the strict legal
sense of & common business enterprise with
shared labour, capital and liabilities, and does not
create the legal relationship and rights and obli-
gations that those in partinership have. Nor is
parinering & joint venture in the strict legal sense.

Finally, it does not fundamentally alter the con-
tractual relationships of the parties. The tradi-
tional contract documentation remains
substantially in place and operates alongside the
partnering arrangements. This is so because
partnering is concamed with the quality and na-
ture of the dally working relationghip between the
parties, not their strict legal rights and obligations.
Parinering arrangements may nevertheless be
formally documentad, to one degree or another.
The degree depends on the size of the project(s)
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concerned and the resources of the parties. Care
must be taken to ensure that the traditionsl
project documentation and the partnering phi-
losophy and procedures are compatible with one
another, which would normally require some
at:ondment to the traditional contract documen-
tation. :

4. Cuitural Change in Partnering

Partnering relationships are characterised by a
few key practices that are markadty different from
most organisation's cultures, and the success of
a partnering relationship Is largely cetermined by
the ability of organisations to change traditional
practices. As noted by the United States Cll Task
Force the required change in practices “will notbe
easy (to make as in the process] individuals and
entire organisations will feel a loss of control, at
risk and awkwardly dependent. Through commit-
ment 10 partnering principles, however cuitural
changes can ... be made" (1991, p. 4). These key
partnering practices and the traditional practices
they replace are set out in the following table
produced by the Cll Task Force.

§. Benefits of Partnering

Based on discussions with construction industry
participants, selected case studies, survey data,
and the coliective experience of United States Cli
memters, the Cll Task Force identified a range of
potential benetits that the parties to a full parntnering
relationship may possibly derive. These benefits
were in summary an improved ability to respond
10 changing business conditions, improved qual-
ity and safety, reduced cost and project time,
improved profit and value, and more effective
utilisation of resources.

To these can be added the following further
benefits:

1. Better project documsntation, flowing prnci-
pally irom the involvement or, at least, the
earlier involvement of the contractor and pos-
sibly specialist subcontractors in the design
process and the more open communication
and team work encouraged in partnering;

2. Improved sile management methods and
project co-ordination, stemming from the bet-
ter project documentation, more open com-
munications and the cooperative,
taam-orientated approach taken in partnering;

3. More effective performance measurss, stem-
ming from the commitment o continuous
improvement, the importance of performance
evaluation in partnering and the elimination or
substantial reduction of conflict as a cost
factor in performance measures;

4. Development of management systems and
methods at all levels. Improvements in these



Table 1. Key Parinering Practices vs. Traditional Practices

Key Practices In Partnaring Relationships

Traditional Practices

Mutual Trust forms the basis for strong working
relationships. :

Shared Goals and Objectives ensuré common
direction. ’

Open Communications avoidé misdiraction and
bolsters effective working relationships.

Long-Term Commitment, which provides the

opportunity to attain oontinuous improvement, -

Objective Critique gearad to candid
assessment of performance.

Access to sach other's organisation; sharing .
resources.

Total Company Involvement Commitment from
CEOQ to team members.

Sharing of business plans and strategies.

Absence or minimisation of Contract Terms that
Create an adversarial environment.

intagration of administrative systems and
equipment. .

Suspicion and distrust; each party wary of the
motives of actions by the other.

Each party's goais and objectives, while similar,
geared to what is best for them,

- Communications are structured and guarded.

Single project contracting.

Objectivity limited due to fear ot reprisal and lack
of conlinuous improvement opportunity.

Limited access with structured procedures and
self-preservation taking priority over total
optimisation.

Normally limited to project leve! personnet.

Sharing limited by lack of trust and difterant
objectives.

Routine adversarial relation-ships for seil-
protection. ’

Duplication and/ortransiation with attendant costs
and delays.

Source: Cli, 1961.

Although, as already nated, patnering is not the only way to successtully conduct business, the altematives cannot ultimately include

the worst manifestations of the present aystem, ls. tha traditional practices identilied in the atove table. This is because they largely
Involve relationships characte-i6ed by conflict and, whateverits causes, conflict saps the energy of all concerned. A system based it

cannot and will not produce efficlency and productivity.

areas spill over into all activities, including
design, purchasing, training, supervision and
safety;

5. Greater scope for career development and
improved training, especially for contractors
and their staff due in large measure to the
ongoing workioad and continuity of employ-
ment that partnering can bring;

6. Problems tend 10 get solved not escalated;

7. Information is shared by the participants, not
preserved for commercial advantage and
adversarial case building purposes;

8. Significantly increased reliability enjoyed by
all concarned. As Field notes, from the client’s
perspective “although it would be wrong to
become complacent about the contractors
performance, it is reassuring to-know that the
key issues are in safe hands. To be confident
that standards of quality will be met, that
security and other procedures will be properly
organised when working in occupied or sensi-
tive areas, and to know that the project will be
completed an time” (1991, p. 9);
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9. Image may be enhanced by clese association
with respected, prestigious participants. Bovis
Ltd, for example, acknowledges that it is
proud to be associated with the leading British
retailer Mark & Spencer (M&S) whose name,
it clabms, “is synonymous with quality” (Field
1891, p. 10);

10. Partnering associations provide a gaod base
from which to expand business. To draw
again on the experience of Bovis Ltd. it is
acknowledged that “the regular and predict-
able workloadwhich M&S has provided formed
a solid base trom which [it] has steadily ex-
panded over the years.” (Field 1991, p. 12);

The desire for these benefits shou!d, as the
concept of partnering becomes better known
and understocd, lead to its greater accept-
ance and use in the Industry. Partnering how-
ever, does have iimitations and pitfalls which
must not be overlooked and these are the
subject of the next section.

8. Disadvaniages of Parinering
There are a number of potential disadvantages to

partnering that have to be addressed. While the-



importance and relevance of each ot the disad-
vantages discussed below will vary between or-
ganisations, they will need to be considered by
those contemplating a partnering arrangement.
The disadvantages discussed are: over reliance,
perceived confticts, cost of involvement, lack of
competition, and complacency and value for
money. This is followed by a discussion of some

possible strategies for overcoming these disad-

vantages.
8.1 Over Rellance

Such evidence as exists shows that, as least as
far as clients are concemed, parinering is mostly
undertaken with the view of reducing the re-
sources and overheads applied in non-core areas
of their business 10 allow greater concentration
on core activities. This clearly was the finding of
the NEDC Study Team (NEDD 19981, p. 1). This
primary motivation for partnering may well In-
voive the cilent progressively running down in-
house skills and expertise in the areas whers
‘partners’ have been engaged. This may make it
extremely difticult, expensive and disruptive for
the client to withdraw from a partnering arrange-
ment. These factors could, in turn, result in it
being locked into that arrangement alter this is no
longer desirable or left in an invidious situation
once the arrangement comes 1o an end.

6.2 Perceived Conflicts

Related to this Is the risk percelved by each
contractor and consuitant that they “may be seen
to be too' closely tied to one particular client,
whose competitors might then exclude [them]
from their own tender fist for a possibie confliot of
interest either real or imagined® (Loraine 1991, p,
4). Such missed opportunities could cost the
excluded party dearly.

6.3 Cost of invoivement

Partnering, especially full partnering, Is not an
easy option. ts success often requires the com-
mitment of considerable time and money as well
as a genuinely held belief in the value and philoso-
phy of partnering.

6.4 Lack of Competition

There is concern that full partnering, which relies
heavily upon the integrity of the paricipants,
could be used as a cover for coliusive and anti-
competitive arrangements. Temby claims, for
example, that close knit working relationships
over a long period tend to seversly erode compe-
tition (ICAC 1991, 14.4). The possibility of this, or
even the parception that it could be the case, is ol
particular concem in public sector contracting
where vajue for money, fairess and probity are
fundamental to public accountability requirements.
Johnson notes however that, “a constructive
working relationship with the private sector does
not mean that the vigliance necessary to protect
the public interest is lessened in any way” (1990,
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p. 9). All government procurement respongibili-
ties and requirements must be observed in cases
of public sector partnering in the same way that
such a partnering retationship in the private sac-
tor is subject to the operation of ail relevant laws
and regulations, including trade practices fegisia-
[tlon with its emphasls on anti-competitive behav-
our, -

Moreover, Foster claims that partnering,
considered, is not only consistent with competi-

tion but may indeed be regarded as another

effective form of it because “in most circum-

stances it is likely to lead to efficiency and both

consumer and producer satisfaction as well as

higher profits” (1991, pp. 2 & 4 ). The continuous

achiavement of this resuit depends on the sharp-

ness of the competition baing consciously and

consistently maintained by the participants in the .
parnnering arrangement.

6.5 Complacency and Value for Money

If sirategies are not in place tc ensure thet this
occurs, there is the danger that the parties may
slip into a secure, comiortable relationship, be-
come complacent, and lose sight of the market
value of the products thay purchase or produce.
The participants must keep their syes on where
they stand in terms of their competitors rather
than merely on the mechanics of the ‘parner-
shig’, There is a risk that they can get so involved
in the detalls of running the ‘partnership’ that they
lose sight of the customer/client retationship be-
tween them. This could well result in increased
costs for consumers and lack of value for money
for the client which may become increasingly isss
competitive and its reputation and business
harmed as a result, There is aiso the assaciated
danger of the participants becoming increasingly
narrow minded and restricted in their experience
and outlook. .

6.6 Overcoming Disadvantages

These predicted disadvantages are not inherent
in partnering and can be overcome by one or
more of the foliowing strategies.

First, not all the work carried out by & client,
contractor or consultant shouid be undertaken in
parinering relationships. A relatively large share
of the work couid be performed outside such
arrangements. These other ways of carrying out
work can then be compared and contrasted with
the results achieved In partnering projects as a
means of measuring relative efficiency and pro-
ductivity. The client's quantity surveyor, for in-
stance, could check a ‘partner’s’ fees against
tenders from contractors received on cther, non-
partnered, projects. it is significant in this context
that the participants in the established partnering
arrangements examined by the NEDC Study
‘Team generally considered thatis was notwise to
commit ail their work to parinering errangements
and conscientiously sought to limit these ar-

property



rangements 10 cover no more that 30 - 50% ol
their workioad at any one time. The UK retailer
Mark & Spencet, for instance, although it has a
long established partnering arrangement with
Bovis Construction Ltd engages at least three
other major contractors 1o carry out its extensive
buflding works programme (Field 1981, p. 22).

In the same way that not all work is to be commit-
ted to parinering arrangements, ac 100 should not
all work that is so committed be with the one
‘partner’. Where possible participants should seek

to have two or more Separate parinering refation-

ships. This allows comparisons 1o be mage be-
tween the ditferent ‘parinerships’ of which. the
participant is a member and measurement not
only of the performance of different ‘partners’,
one against the other, but also their performance
against that recorded on non-partnered projects.
All these results can also be measured against
such appropriate independent benchmarks of
productivity and performance that exist or are
being developed in Australia and elsewhsre for
use by the buliding and construction industry. The
Conatruction Industry Development Agency
(CIDA) established by the Federal Government
1o implement its Construction- industry Reform
Strategy is playing a significant role in this regard.
it is developing effective benchmarks for the
Industry thet take full account of Australian con-

ditions. CIDA's key performarice criteria wili cover -
matters such as tachnical competence, financial -
capacity, quality assurance and past ciaims and

time performance of contractors and consult-
ants.

Apart trom these objective safeguards, a key
element of partnering is that the individua! per-
formances of the participants are constantly
monitored and evaluated on intemal project spe-
cific criteria by the parties themselves. This helps
overcome possible anti- competitive conse-
quences flowing from the parinering arrange-
ment, particuiarly if the measurements used to
judge performance are-themselves competitively
based and centred around concepts such as
industry best practice. However it must be noted
that this does not appear to be the case with many
of the pericrmance evaluation systems presently
used on partnered projects. The evaluation sys-
tams tend to be highly subjective and, as a
consequences, the resuits recorded may pass the
parties own standards, but not uitimately prove
. good enough from an industry-wide perspective.

The successiul use of the above described meas-
ures should help eliminate the potential disad-
vant of partnering andfosterthe drive iowards
its wicespread use and acceptance in this coun-
try as an effective means to improve the buliding
and construction process.

7. Partnering, Quality Assurance and TQM

The potential for partnering to improve the con-
struction process and the productivity of the
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Incustry is enhanced by its positive relationship
with Total Quality Management (TGM) and qual-
ity assurance (QA), which are currently being
introduced info the Industry. TQM provides prin-
ciples, tools and techniques for effecting cultura!
change within organisations and implementing
the process of continuous improvement of their
operations. It incomporates Quality Assurance,

“which is all those planned and systematic actions

necessary to provide adequate contidence that a
product or service will satisfy given requirements
for quality (AS 3900-1987). TQM has a wider
concern and focuses on improving the quality of
management, which requires long term commit-
ment at high laveis within an organisation and
involves cuttural change.

Full partnering and TQM share a number of core
eiements. Both are iong term ongoing processes
directed towards achieving continuous improve-

‘ments in ‘quality’, in all aspects of the word. In the

context of buliding and construction this means
compieting projects safely, to agreed quality stand-
ards, on time, and within budget.

These common goals are achieved under both
TQM and pertnering by breaking down the barri-
ers thatimpede improvements being made, which
invoives bringing problems out into the open and
resolving them in an atmosphere of mutual trust
and cooperation. it also entails promoting team-
work, which is fostered by continuity, In the
context of TQM and partnering this includes the
contractor, for example, attempting to more fully
understand the client's true needs so that suffi-
cient resources car: be mobilised to meet thern.
Other similarities include an emphasis on ongo-
ing education and training, encouraging innova-
tion, and monitosing, measuring and evaluating
performance.

Given these similarities, the implementation of
TQM on a particular projact or within an organisa-
tion engaged on that project, is likely to be greatly
facilitated it partnering arrangements exist be-
iween the project participants, and vice versa.
Because of the very high level of interaction
between project participants and their many over-
lapping responsibilities TQM needs to be imple-
manted down the project chain of responsibilities
to achievae its full benefits, Partnering can greatty
assist in bringing this about. Kirk notes that this
has been realised by many invoived in imple-
menting TQM within their own organisations.
Fyrthermore, “it's difficult to see how TQM could
be optimally implemented upon project work un-
less a long ierm relationship of one form or
another has been established” (Kirk 1991; p. 3).
There Is little time during the life of a single, shont-
term one-off project, where shost term priorities
are impossd on the parties, to be concerned with
the breaking down of traditional barriers which
may not immediately result in cost reductions. It
is also difficuft, but not impossible, 1o accumulate
sufficient meaningful data on an individual project



to be useful in a continuous improvement pro¢-
ess. Partnering, particularly full partnering, helps
overcome thess difficuities and supports TQM in
developing a cutture for continuous improvement
and quality excelience. :

The high degree of compalibility between the two
processes can therefore be used a8 a catalyst {or
the graater acceptance, use and effective imple-
mentation of partnering in the industry. This
seems particularly true in light of the fact that
TQM and, 1o an even greater extent, QA are at
this stage better understood than partnering and
have been or are being implemented by many
organisations including government construction
agencies. New South Wales Public Works, for
axample, has commenced a programme for im-
plementing QA to control both In-house and ex-
ternal rescurces and hag stated that in the future
it will only do business with consultants and
contractors that are able to satisly its QA criteria
and are proven periommers. .

8. Koy Elements to Successful Partnering

To successfully establish partnering in the Indus-
try there must be mutual trust and respect be-
tween participants and genuine empathy for the
altemative viewpoint, as already stressed. At
present this does not axist in most relationships
but as trust deveiops teamwork is enhanced.

Mutual trust and respect should also result in the
contracting arrangements being appropriate and
this invoives the rational (if not equitabie) sharing
of responsibllity. Kyzer gives a practical example
of how shared responaibility may operate which
arose out of the partnering arrangement between
the Chevron and the Bechtel groups of compa-
nies known as the Chevron Bechte! Alliance of
which he was manager. He states that:

In lypical negotiations we sit on either side of
the tabie and push the risk back and forth and
whoever ends up with it is the unlucky one. In
our Alliance, in setting up the contractual
relationships we tackied the issue head on.
One area of concern was insurance. Typi-
cally, our insurance peopie never disclosed to
the owner cormnpanies for whom we work what
our iNSWance Coverage or premiums were.
Cheviron operated in the same way. We got
the two insurance groups together and had
them discfose each company's insurance cov-
erage refative to the Alliancs’s operation. There
was a redundancy ol premiums. We then
decided on an insurance programme which
brought cost savings to both companies.
{Kyzer 1981, p. 7)

Mutual respect and trust aiso opens the way for
planning based on disciosure of what normally is
confidential information. The greater the level of
disciosure from one party o the other, the better
ong i8 able 1o pian its support for the other .

57

p.9

A leader from each organisation must promote
partnering by continuaily encouraging enthusi-
asm for it and must maintain the focus on the
overall objectives and goals of the relationship, as
mutually determined by the participants.

Ail organisations involved should encourage
change and continuous improvement because
“no partnering relationship can survive without

- developing a dynamic approach that will allow

them to foster and maintain an ever-improving
partnering process” (Frankham 1991, p. 7). This
means continuous questioning and monitaring of
performance , investment in ongoing training and
education of staff, and being raceptive to new
ideas, materials, techniques and procedures.

The cuitural change involved in partnering is not .
likely to come easily, It takes resoive, dedication,
constancy of purpose, time and effort “to aim for
mutual trust; to eradicate the pursuit of blame; to
avoid exploitation of gains at the other's expense;
to make .nacessary changes to corporate rules
and systems; to ameiiorate the concerns and
suspicions of the existing workforce; redesign the
business organigation and structure. Clearly these
are not small iasues” (Taylor 1991, p. 2). To this
list can be added preparednass or ctherwise of
the participating organisations to adopt each
other's requirements and cultures. As Flint notes:
“some stafl, however professional and experi-
enced they may be, may not have the tempeara-
ment that enables themn to work effectively within
. @ partnering team. This must be recognised
within [the relevant] organisations and such staff
utllised to maximum benefit in more traditional
roles outside the partnership” (1981, p. 3).

This applies equally to organisations as to indi-
viduals. There will be organisations that have
corporate cuituras that are incompatible with the
partnering philosophy and are unwilling or unable
to change. The organisations involved must de-
velop compatible cultures and understanding of
each aothers business and activities. Great care
should be taken in this regard when selecting a
‘partner’; only if this requirement is satisfied are
the parties likely to fully undersiand sach others
needs and establish mutually acceptable objec-
tives and goals without friction.

The client must have a genuine core of ongoing
work, unless project by project parinering ar-
rangements with different ‘partners’ are estab-
lishedin sultablecases. Asaiready notedhowever,
the full banefits of partnering are more likely to be
forthcoming where long-term arrangements are
in place. Loraine contends that "unless... a core
workioad can be envisaged with reascnable cer-
tainty over a five lo seven year period, then the
situationis notone which lends itseil to partnering”
(1991, p. 2). He siates that the increased effi-
ciency that results from contractor familiarity with
the clienl’s own requirements,sysiems and meth-
ods of working can take up to two years to
materialise (1991, p. 5).



The partnering arrangament must be cost effsc-
tive or it wili not be supporied (Kyzer 1881, p. 7).
This underiines the critical importance of utllising
strategies (such as those described above) for
ensuring that participants remain competitive and
provide value for money.

itis also important from the viewpoint of contrac-
tors and consuitants that they receive proper and

prompt payment for their work so that their busi- -

nesses remain cost effective. it is noted in this
context that the fees payabie to Chevron under
the Bechtel Chavron Alliance are negatiated yearly
based on market rates to avoid any disaffection in
this regard. The issue of cost effectiveneas rnaises
another fundamental concern. In Tayler's words:

There is aiways the danger that people will
perceive parinenng as a win-win relationship
and think that there won't be any need to
address the loge-iose problem - averyons will
work hard to ensure success. But will they be
able to? Will the mechanics, abillty and maitu-
rity, as wefl as the capabilities to tackile ditficuit
Issues exist in both the organisations when
chips are really down? This is when commit-
ment siaterments and intentions wilf be tested
to the full (Taylor 1991, p. 2).

This cancern really relates to the integrity of the
parties and the quality of their parinering arrange-
ments. This invoives matters such as the selec-
tion of the right form of parinering and the right
partners and key personnel for them. It also
enlalis the integrity of the performance measure-
ment, problem solving and other procedures put
in place to implement their arrangement. A prop-
erly conceived-and executed partnering arrange-
ment should have the ability to clearly measure
cost effectivaness and the general performance
of sach of the participants and to address any
failing. It should also be characterised by a ma-
ture, cooperative and effective relationship. Proper
atlendance to these matters should go a long way
towards dealing positively with those problems
and finding ways around them, thersby generat-
Ing success.

if ultimately this does not occur and the pantnering
arrangement proves manifestly unsuccessiul, the
parties can fall back on traditional contractual
remedias for any breach of contract that may
have occured. As previously stated partnering
does not replace (aithough it may significantly
modily) the traditional contract ammangements.
Rather it supplemenis and works in conjunction
with those arrangements, Thus, for example,
litigation is uitimately available to the parties, but
only after the cooperative problem soiving proce-
dures that are a cornerstone of partnering have
beon exhausted. Theoretically, the loge-lase situ-
aticn is only a threat to the parties’ relationship
(as opposed to the success or otherwise of their
project(s) logether) i the loss results from the
actionsof one or more of the parties and the steps

agreed to by them in their partnering charter to
solve problems and work co-cperatively with one
other have not been observed,

. To enabie the contractor to perform efficiently,
there must be a cléar briet. The client must set
out the required standards, specifications and
procedures and have these agreed to by the
contractor. There must also be clear and
simple lines of communication between the
perties and regular contact at all levels (Flelo
1991, p. 20).

To the greatest extent possible all participants in
a project that I8 subject to a partnering arrange-
ment {for example archilects, engineers, service
consuitants, quantity surveyors and sub-contrac-
tors) should be part of that arrangement, or at
least have similar relationships with the ksy par-
ticipants (usually the client and the head contrac-
tor).

The higher the degree lo which these key ele-
ments for successiul partnering are already
present in existing working relationships, the
graater will be the ease with which partnering can
be implemented in the industry. Some of these
key elements are by their nature matters that
must be nurtured and developed over time.

9. Conclusion

Provided partnering is entered into for the right
reasons, with the right people and with sound
procedures and safeguards instituted as part of
the process, there are significant advantages to
be gained for all participants and stakeholders in
the Industry from partnering. in particular,
parinering has great potential to Improve the
buliding process in tandem with quality manage-
ment practices. Because of the positive ralation-
ship between partnering and TQM, and its ability
o overcome problems in implementing TQM
down the project chain, and the foundations it
lays for the generation of new and more accurate
quanitifiable performance measures, the accept-
ance of one of these approaches to improved
periarmance makes adoption of the other easier
and more effective.

The net resuits of successful partnering shouid
be: better documentation, leading 1o greater
buildability; improved site management methods

- and project coordination; new and mare sffective
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performance measures; improved cost perform-
ance and management as a result of increased
communications between project participants;
reduced claims and disputes; and a genera! de-
crease in tensions. These benefits can be real-
ised without retreating from competition or
dismantling the competitive 1endering system, or
eliminating project-by-praject contracting.

't has to be recognised that full partnering is not
appropriate for all participants in the building and
construction process, nor is it appropriate in all



circumstances. The rasults on partnered projects
should be constantly compared and rmeesured
against other forms of operation and tha worst
elements of the.present adversarial system should
be eliminated from them. Whaerever poesible,
eftorts to improve the performance of the Indus-
try should inciude elements of full parinering,
which will iead to a less adversaral approach to
contracting. in this way partnering can be a
catalyst for fundamental change, ieading to a
more productive and competitive Industry that
delivers better value for money 1o clients. Pre-
clsely how these resuits can be achieved is dealt
with in Pant 2 of this paper, which expiores the
mechanisms and implemsntation of partnering
arrangements.
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