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Introduction

The focus for this research workshop is on Puliicae Partnerships/Private Finance
Initiatives (PPP/PFI). These initiatives introdddsy the UK Government represent an
important part of its strategy aimed at achievimg delivery of high quality public service
projects. The concept of the Government’s commmtnie efficiency, equity and
accountability for appropriate PFI projects is sasra means of delivering several
important benefits in addition to achieving cleafue for money.

PFI, in particular, is as a means to deliver highligy services and to ensure that public
assets are delivered on time and to budget. Imgdsn, the requirement is for the private
sector to provide its own capital at risk in ortedeliver clear levels of service to the
public over the long term. Clearly, the Governmtgand contributed much effort into these
initiatives and has provided much documentationugh key publications, guidance notes
and statistics, in addition to the establishmerdarobperational taskforce to assist public
sector partners with operational PFI issues.

To date, the extent of PFI projects is widespiaadl covers various sectors including
healthcare and the construction of infirmaries laosbpitals, in addition to education and
work on schools and universities. PFI projectseha@go been completed for defence to
meet the requirements of the MoD, and custodigkpts involving the construction of
detention centres and prisons. Other projectstbasd’F|l have also been completed
including fire stations, health and safety laborna®and residential day care centres.

It is this backcloth of projects and developmenksclv has spawned research into the
assessment of investments, partnerships, innowaind the suitability of specific projects
under PPP/PFI.



MANAGING INNOVATION IN THE CONSTRUCTION
INDUSTRY

Paraskevi Gkiourka®

Department of Civil Engineering, University of Partouth, Lion Gate Building, PO1 3HF, Portsmouth, UK

There is a relationship between a firm's profiipibr future success and its
ability to innovate within the construction induystrThis research is an
empirical investigation of key internal, externabusces and strategic
resources of innovation capability in constructimms in the UK, seeking to
shed light to possible mechanisms of propagationinmiovations. An
experimental measure of innovation capability isigieed, which captures
not merely the occurrence of innovations but aleartscientific complexity
and originality.

Keywords: external environment, internal environimemanaging innovation, strategic
resources, and propagation.

INTRODUCTION

Construction organizations need to improve thempgetitive advantage and respond to
changing technology and thus they can only sureiné proliferate through innovation,
(Brennan & Dooley, 2004). Design and constructicarkats currently face many drivers
for increased project performance, including newemals of construction, new facility
designs involving greater complexity and requiringreased quality, shorter schedules,
and decreased investment. The internal dynamicgoofstruction organizations, the
external environment in which they operate andsthetegic resources that they have, must
be such, that they can respond to change by adathtair orientation to reflect, and be
able to respond in a demanding and most competéiwgronment (Steele & Murray,
2000).

A range of factors internal to firms are found ® felevant, including organisation’s
culture (Aragén-Correa, Garcia-Morales, & Cordor#,02005; Landry, Amara, &
Lamari, 2002; Lemon & Sahota, 2004) structure (Ka&hger, & Li, 2004; Kash &
Rycroft, 2002; Shefer & Frenkel, 2005) strategyll§&it & Birnbaum-More, 1996; Porter,
1985), policy (Pavitt, 1976)and systems (Senge,1198ignificant external factors are
identified to be the political, legal and the ecomo of the environment(European
Commission, 2005, 2006) Strategic resources idedtire marketing (Kotler, 2003),
operations (Manu, 1996), Research & Development IR&Shefer & Frenkel, 2005)
financial (Mintzberg, 1979) and human resourcesagament (Lau & Ngo, 2004).
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AIM OF THE RESEARCH

A large number of potentially important internattiars, external factors and strategic
resources might contribute to a greater or lesegreg to the innovation capability of
construction firms. However, the information frohretpersistent literature mainly comes
from the manufacturing, pharmaceuticals and higin tedustries indicating that more
detailed insights in construction sector are cleadeded for design and implementation of
innovativeness. In particular: which specific im&rand external factors can be considered
key sources of construction organisation’s innaratapability; are those sources related,
able to enhance propagation mechanisms of innawatiothe construction industry, and if
so, which of those are most important in this regpe

The aim of this research is to explore and devegboppagation mechanisms of
innovations in the construction industry.

INNOVATION MODEL

A review of the pertinent domestic and foreign rateire, ongoing research, and
relevant practice showed a relation to variousoliscthat affect innovation.

Analyzing the key concepts and contents of theditee surveyed, three conducts of
innovation were identified: (a) internal environmgib) external environment, (c) strategic
resources. From the three conducts, the assodiatedoncepts and their interactions as
elaborated in the literature, the author has dg@esloa model of innovation which is
captured in figure 1.

ORGANISATIONAL

INNOVATION

Internal Environment External Environment Resources
- Culture - Political-Legal - Marketing
- Structure Environment - Operations
- Strategy - Economic - R&D
. Policy - Technological - Information

competencies . Finance

- Human Resourc

Fig 1. Innovation Model

Internal Environment

Organisations culture can be modified to encounagevative behaviour by measuring
attributes that constitute culture such as: teamlused (Lemon & Sahota, 2004),
leadership style, ownership type (Aragén-Correal.eR005) and collaborations (Landry et
al., 2002).



The structural composition of the organisation donbt foster innovation unless it
supports free flow of information, clear hierarchiand organisational titles, decision-
making authority based on expertise rather thanitippal authority and intense
communication between different functional grouptin the project context (Johnson &
Clayton, 1998).

Strategies are means to ends, and these ends mahegyurpose and objectives of the
organisation. They are the things that businessgstite paths they follow, and the
decisions they take, in order to reach certain soand levels of success (Thompson,
2003). Concerning the strategy of innovation Porf#&®85) argues that firms gain
competitive advantage by developing a set of awtithat distinguishes them from its
competitors. Mintzberg (1979) also argues thattesgiais based on firms’ existing rules,
assumptions and norms.

Policies should be related to stated objectives simdtegies and assist in their
implementation; at the same time they should nstrict managers to the extent that they
are unable to make incremental and adaptive changpes these are appropriate or
necessary. Policies need not be written down on éeemulated consciously. They may
emerge as certain behaviour patterns become ettadlliin the organisation and are
regarded as a facet of values and culture (Thom@2a88).

The organization, like the human body is an opestesy interacting with their
environment as they convert inputs into outpututspnclude people, finance, materials
and information, provided by the environment in evhithe organization exists and
operates. Output comprises such items as goodseawides, information, ideas and waste,
discharged into the environment for consumptioridnd” or “intermediate” users and in
some cases representing inputs used by other asgerms (Worthington & Britton, 2000).
The learning organization is an organizational fdimat enables individual learning to
create valued outcomes, such as innovation, gffigie environmental alignment and
competitive advantage (Thompson, 2003).

External Environment

Innovation according to Tang (1998) thrives on kdmaje. Therefore an innovative
organisation would respond to a challenging exteemxironment in which it operates
according to its vision, mission and strategy. Taditical and legal regulations, the
economic rules and the technological competences fo larger system in which the
organisation constitutes an integral part.

The political and legal regulations provide therfeavork to encourage innovation by
promoting incentives such as favourable taxatiovs)acompetition and employment laws
(European Commission, 2005).

Success on innovation also depends greatly on ewonoules. A framework to
evaluate a nation’s competitiveness through anady#is economic factors such as the
level of economic activity, trends in GDP and raténflation is vital to favour innovations
(European Commission, 2005, 2006).

A good communication with the technological comntyiaind knowledge of the latest
technological achievements enables firms to tradhrological trends. In addition the
technological environment in respect of the goveants’ R&D spending, energy and
transportation provision create a prosperous graéowdrds innovation (Tang, 1998).



Strategic Resources

Managers must be aware of and must address strageges if the resources are to be
used for creating and sustaining competitive achga{Porter, 1985).

Marketingcan be looked at from the point of view of managihg activities which
comprise the marketing function. Product design anding, advertising, selling and
distribution would be included here (Kotler, 2003).

Innovations and quality can be seen as aspects rofluption or operations
management. Again, it is helpful if these factoesdime part of the culture. An innovatory
organisation is ready for change, and looking tkenpositive changes, in order to get
ahead and stay ahead of competition. A concerrualitg in all activities will affect both
costs and consumer satisfaction (Trott, 2002).

A good financial metric that provides a good intlima of an international network
operator’s financial strength is debt/equity ratensd specifically long-term debt/equity
ratios that measure the firms borrowing capacitpvwBlee Thomas (2002) state that the
lower the (positive) debt/equity number, the widee margin of protection to business
operations. For these reasons, creditors and dg&rae multinational enterprise customers
like low ratios (lower than 2.0 for creditors an@ for customers).

In human resources management values are commeshiaatl spread throughout the
organisation. Training staff is important and stp#rformance needs to be measured
(European Commission, 2005).

Financial management includes control of costshao profit is achieved and value is
added to products and services primarily in aréas matter to consumers. This should
provide differentiation and competitive advantalgenfzberg, 1979).

Lower costs and differentiation are important thenre competitive strategy. They
relate to both an awareness of consumer needshandanagement of resources to satisfy
these needs effectively and profitably (Thomps@93).

RESEARCH METHODOLOGY

This research tries to describe a propagation nmesmaby exploring the extent by
which relative factors identified in the literatucentribute to propagation of innovation
and then evaluate the status quo of each spedadifjan@ation in order to develop a
framework for achieving better practice towardsowation.

The research methods that will be used includectsired interviews and postal
guestionnaires within a range of construction camg®s A random selection of the firms
will be made by an extended list of constructiogamizations. An attempt will be made to
achieve a reasonably good spread across the canmtrfirm spectrum, including several
low, medium as well as large organizations. Theasadents that will be addressed will be
middle or senior managers that have responsilsilitieresearch and development. During
the data collection stage, all responses will bated as single homogeneous group.

A statistical analysis using SPSS will follow torige the results. An analysis of the
findings will be conducted to develop a framewoflpmpagating innovation and use it as
a tool for achieving best performance of firms todginnovation.



Future research might address issues such as whbtheaool applies in different
industries other than the construction industry gnedimplications that this might bring to
fostering innovation.

PROBLEMS ENCOUNTERED IN PILOT SURVEY

A random sample of one hundred construction firmerating across the country was
selected to be addressed for the pilot survey. Weweonly four fully engaged and
returned a completed questionnaire. Those whoorelga were senior managers. This
was expected to provide both a consistent ovenaéwhe organisation’s innovation
mechanisms and also get a clearer indication ofsdmor management’s perception on
innovation initiatives within the respective orgsetions. The main problem encountered
was trying to engage people to afford the timeespond to the survey as they reported
they have very busy schedules.

OUTCOMES, IMPORTANCE AND CONTRIBUTION OF PROPOSED
RESEARCH

The research seeks to construct a framework that also be used as a helpful tool
for construction companies to use for propagatimgpvation. A two-stage process will
obtain the results. Stage one tries to perceivexitent to which the respondent considers
that each significant variable contributes to pggieon of innovation and in stage two the
actual position of the organisation towards innmratvill be captured. Then, according to
the statistical analysis, the framework will prazid context within which the organisation
may be advised to make changes regarding its’ yltstructure, strategies or policies;
redefine its strategic resources such as marketipgrations, R&D, information systems,
finance, and human resources; and finally, re-atalthe external environment in which it
operates or plan to extent it's operations by a&ssgopportunities and threats.

CONCLUSION

Given that the overall performance of constructindustry is interdependent of a
variety of factors and innovation adoption ratespedwl by the internal, external
environment and strategic resources, this reseancts to contribute in the area of
construction industry offering new theoretical grdctical insights. It is envisaged that a
model(s) of propagating innovation by identificatiof variables and/or parameters that
are coherent with these model(s) will be developethis will be followed by the
development of a framework, based on the modeigshoost innovation adoption and
facilitate improvement in performance.
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INNOVATION IN PUBLIC SECTOR CONSTRUCTION
PROCUREMENT: THE IMPLEMENTATION OF COMMUNITY
BENEFITS IN PPPs

Michael Dickinson® and Peter McDermott
! Salford Centre for Research and Innovation, Unitiecs Salford, Salford, UK.

This paper reports on PhD research that is beidgnaken in the area of public
sector construction procurement. The researclepted in this paper relates to an
ongoing case study where the two public sectontdibeing researched have
attempted to move new long-term construction pastrips towards greater policy
roles, by incorporating community benefit issuepriocurement. The research is
based on first-hand observation of the procuremperdess and the implementation
of community benefits. Some interim findings omhibie local authority clients
attempted to motivate developers to deliver onctiramunity benefit issues, and
how the developers responded to the procuremeatation, are presented.
Insights derived from this research will be relevanpractitioners implementing
policy innovations in the context of public procoment and researchers interested
in innovation in public private partnerships.

Keywords: public sector construction procurement; PPPs; coniiy benefits;
innovation implementation.

INTRODUCTION

Public sector construction procurement in the UK been subject to several major
changes over the last two decades. One changebasuccessive governments develop
a more strategic approach to public procurememrbghasising the need for partnership
relations with key suppliers (Erridge and Gree20 More recently, public procurement
in the UK, as across the globe, has also beentsganve towards a greater policy role
(IRSPP2, 2005). However, despite these stratdifits $n public procurement, and despite
considerable effort from government entities amatprement practitioners to improve
procurement practices, public procurement has baerglected area of academic research
(Thai, 2001).

This paper reports on PhD research that is beidgnken in the area of public sector
construction procurement. The PhD research foousélse implementation of policy
innovations within the context of public sector styaction procurement. The interim
findings presented in this paper relate to an amgoase study where the two public sector
clients being researched have attempted to movdaorepterm construction partnerships
towards greater policy roles, by incorporating camity benefit issues in procurement.
The public sector clients involved in this reseaaiol two neighbouring local authorities in
the North West of England that are in the procésstablishing long-term construction
partnerships with two large housing developerse ddnstruction partnerships are
scheduled to last for a minimum of 10 years andldeliver a significant amount of new
housing within the two boroughs.



As well as delivering new housing the local auttyoclients are attempting to ensure that
the construction partnerships also address widegrgment policy objectives and deliver
benefits to the local community. These communéwgedit issues include: (i) targeting
employment and training opportunities at women,Bleek and Minority Ethnic (BME)
community, disabled people and the unemployedusifg and training existing local
construction labour; and (iii) where feasible irdihg local subcontractors and suppliers in
the construction supply chain. By addressing tliesees the local authorities intend to
assist under-represented groups into employmentedaih a significant proportion of the
construction expenditure in the sub-region. Initold it is expected that the community
benefit intervention will address labour shortaged skills gaps in the sub region, whilst
over time creating a sustainable local supply ckiz can compete for future work both
regionally and nationally.

The inclusion of these community benefit issuethenfuture construction partnerships is
an innovation for the two local authorities beiegearched. In order to realise the
expected benefits of the innovation the local arties must successfully implement the
community benefit policies. However, implementatad innovations is not
straightforward and many organizations often faitdalise the expected benefits of the
innovations they adopt. Indeed, organisationaasshers have increasingly identified
implementation failure, not innovation failure &g ttause of many organisations inability
to achieve the intended benefits of the innovatibey adopt (Klein and Sorra, 1996).
The importance of effective innovation implemergathas also been recognized in the
construction innovation research literature (Wint®98; Slaughter, 2000; Thomson and
Munns, 2004).

Guided by seminal work in the field of innovatioropess research (Van de Ven and
Rogers, 1988; Van de Ven et al., 1999), the caslysesearch presented here is based on
first-hand observation of the community benefitdmation implementation as it occurred
over time. The research investigated how the iatiom was integrated into the
procurement process, how the local authority cliexttempted to motivate housing
developers to deliver on the community benefitéssand how the developers responded
to the procurement innovation. Real-time obseovatif the implementation process as it
unfolded, in its natural context, has provided uetia on the innovation process and the
individuals and factors that have influenced itsedepment. Insights derived from this
data will be relevant to practitioners implementpuadicy innovations in the context of
public procurement and researchers interestechiovattion in the context of public private
partnerships.

The paper is organised as follows. In the nexiiGgethe policy context for the inclusion

of social and community benefit issues in publictgeprocurement is presented. This is
followed by an overview of research methods und#tertan this research. The next
section of the paper then presents some interidinfgs, which for the purpose of this
paper, focus on how the local authority clientemated to motivate housing developers to
address community benefit issues and how the degedaesponded to the innovation.
Finally, key points of the research are summarised.

POLICY CONTEXT



Contrary to common perceptions, the inclusion @iadassues and community benefits in
public procurement is not prohibited by either BhtGovernment policy or EU rules
(MacFarlane and Cook, 2002; OGC, 2006). Socialcamdmunity issues included in
public procurement must though operate within #srictions imposed by domestic and
international law including UK procurement policlyl®est value, the EU Treaty and EU
Procurement Directive (OGC, 2006). In practica thneans that community benefit issues
can be included in procurement procedures provikleg are related to the subject of the
contract, they are mentioned in contract notidesy eare supported by the powers of the
contracting authority, and they provide a ‘measlardenefit’ to the contracting authority
(Macfarlane and Cook, 2002; OGC, 2006).

To encourage and support public sector bodiesddhesr procurement spend to address
community benefit issues a significant amount aflgnce has been published by the
government. One author has concluded that sucimder of policy statements on the
potential of public procurement to achieve commuhbénefits have been published
because most procurers do not use such approagmesant (Binks, 2006).

The following extracts from The Byatt Report (By&001) demonstrate support for
procurement to address local community issues.

“Good procurement will play a positive role in miegt the needs of specific groups
within the community, including those who need raopport” (Byatt, 2001: pp.35).

“In deciding on the provision of goods, serviceslavorks, local authorities may
wish to take account of wider objectives such asgmtion of the environment or
encouragement of local businesses, support foloited economy and local
employment(Byatt, 2001: pp.35).

Local government is a particularly appropriate lefegovernment for achieving
community benefits through procurement becausheofitandate provided by The Local
Government Act (2000). Under the Local Governmiett(2000), local authorities have
powers to promote or improve the economic, socidlenvironmental well-being of their
communities, and providing that there is legal cbhamge, councils can work with

suppliers to realise “community benefits” of thiadkthrough their procurement activities
(ODPM, 2003). The National Procurement Strateg\fical Government (ODPM, 2003)
has particularly emphasised that local authoriteas make creative use of their purchasing
power to influence the well-being of their commiest

“Councils should invite bidders for partnershipsitlude in their offers optional,
priced proposals relating to the delivery of spiecifcommunity benefits
(economic, social and environmental) that are ralgvo the contract. This might
include employment, training and enterprise oppwittas in the locality and local
multiplier effects.” (ODPM, 2003: pp. 50).

More recently, The Office of Government Commerc&(L) 2006) has developed
guidance on how to include ‘social issues’ in palplurchasing. The guidance
demonstrates how social issues can legitimatelpdmporated into the different stages of
the procurement process.



To summarise this section, public procurement radkere UK and EU procurement law
by achieving value for money and meeting the ppiles of competition, non-
discrimination and transparency. However, withiis tiverall policy arena, public sector
bodies still have significant scope to use procuenas an instrument to achieve
community benefits.

RESEARCH METHODS

The empirical research presented here relatesasastudy of a major public sector
residential construction programme involving twaghéouring local authorities and a
public sector pathfinder agency from the sub-regidhe research has tracked the
implementation of a policy innovation, namely commty benefit issues, in long-term
construction partnerships that are being estaldisieéween two local authorities and two
major private sector housing developers.

In order to explore the issues of how the commubgiyefit innovation was integrated into
the procurement process, how the local authorigntd attempted to motivate housing
developers to deliver on the community benefitessand how the developers responded
to the innovation; different qualitative researcbthods have been employed. The study
has so far used participant observation as theipahresearch method, supplemented by
document analysis and informal interviews. Docunagralysis was used to examine key
procurement material including the Pre-Qualificat@uestionnaire (PQQ), Invitation to
Negotiate (ITN) publication and the formal respanfem potential private sector
developer partners.

Participant observation could be used in this stuglyause the public sector pathfinder
agency employed the first author of this paperrduthe procurement programme in the
capacity of research assistant. The job role waw atatus position and did not give the
researcher any mandate to participate in decisiakifng regarding procurement, but it did
grant first-hand access to observe the procureprecess as it unfolded. As a research
assistant the author was assigned a project byrtdweirement director and worked closely
with the procurement team to deliver the work. Wugk enabled the researcher to
participate in a range of activities including mmi&l team meetings, formal meetings with
local councillors and negotiation meetings withvate sector constructors. Observations
about the implementation of the community benefiioivation were recorded during
working hours and more detailed fieldwork noteseygroduced at the end of each day.

Although participant observation is considered@eticonsuming method and is sometimes
criticised for being unable to produce quantifiathéda, it has been justified elsewhere in
public sector construction research as being veéva@tageous (Ball et al., 2000).
Participant observation was deemed appropriatadeiin this research because:

The procurement process is an observable socieépso

Participant observation allows first-hand contdattempts to implement the
innovation and motivate developers towards delhgean innovation;

Participant status provides the observer with dcterstanding of the case study
context and awareness of the main project develafsand idiosyncrasies;
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Participant status gives the observer access teehendividuals who influence the
development of innovations, but would normally eitbe unable (time wise) or
unwilling to communicate directly with researchers;

Participant observation allows the investigatiomnoiovation as the procurement
process unfolds and this can reveal how influeoceisinovation change over time;
The longitudinal nature of participant observatmeans that new influences on
innovation might be identified that other ‘snap-shesearch techniques have
overlooked.

INTERIM FINDINGS

The following section presents some preliminargifigs that focus on how the local
authority clients attempted to motivate housingadepers to address the community
benefit innovation and how the developers responadide innovation.

Motivating Developers Towards the Innovation

Throughout the entire procurement process the Eahorities wanted potential developer
partners to recognise the importance of commuratelfit issues to the success of the
proposed partnership and housing market interventidhe local authorities articulated the
need for the community benefit innovation to depels in several ways. At the
beginning of the procurement process the cliergsl developer open days to verbally
introduce the importance of the community benegties. As procurement progressed the
formal procurement stages like Pre-Qualificatiore§ionnaire (PQQ) and Invitation To
Negotiate (ITN) were used to reiterate the imparéaof the innovation. These
procurement stages were also used to try and stimmdevelopers to generate ideas on
how they could contribute to the wider economic aadial objectives of the construction
partnership.

For example, one of the ITN documents includedeiewing statement:
“ClientX is working to maximise job opportunitieacadevelop the skills of
residents in the area ... we are asking lead devesapeplay their role in
providing job and training opportunities and sosiapport the local supply chain
... we look forward to reviewing your proposal$TN).

Potential developers were asked to describe im [RBi responses their approach to local
employment and community benefit by answering doestlike the following:
“Explain how you will support this initiativBocal labour]through creating
mainstream and innovative local training opportugst at both trade and
professional levels, within your organisation amaiy supply chain”(ITN).

The extracts above are a demonstration of sonmteecdttempts to focus the attention of
developers on the community benefit issue. Thensonity benefit issue was also

included in the selection criteria used to scoeelTN responses from different developers.
An additional strategy that the local authorities eurrently working on to ensure the
effective implementation of community benefit issuis the use of a bespoke performance
measurement system that has been developed byblie pathfinder agency supporting
the local authorities.
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The framework would become a management tool ®tdbal authorities to measure the
performance of the housing developers against kefppnance indicators (KPIs). Two of
the KPlIs, out of twelve in total, measure localbiaband local firm participation in the
supply chain and the offering of training opportigs. In order to ensure that achieving
the KPI targets is important for the developersghthfinder agency has incentivised the
KPIs by linking them to developer profit margin amvkerage. Good developer
performance on a KPI would mean the developer wgatdewarded and earn a higher
return, bad performance would mean the developetdudoe penalised and lose some of
their incentivised return. The incentivised franoekvof KPIs was regarded by
pathfinder’'s procurement staff as the most infli@mhethod available to them to motivate
developers towards innovation. Linking KPIs to eleyer return was the idea of the
programme’s development director who prior to ffosition had been a senior manager
with several private sector developers. The deareknt director argued that knowing the
industry as he did the local authorities had toasaething'with real teeth to get action
on the local issues” Another procurement manager suggested that tincssd
performance isthe only way we can get the developers do whatvamet ... to innovate”

To support the developers in achieving the commenefit issues a construction
employment, skills and training agency has alsamlmeeated, with funding from the public
sector pathfinder agency. The construction agerasg/created with a view to helping all
the public construction work in the sub-region as$drwider social and economic issues,
however, working with other public sector bodies tmdate proved difficult. Successful
delivery of the community benefit issues by the rewsing developers in partnerships
with the two local authorities is therefore crudmkhe performance of the construction
agency. The construction agency is working wittpEryment agencies, colleges, local
firms and the developers to ensure achievemerdrofraunity benefit objectives, and has
commissioned work from several consultancies taaw the likelihood of success.

The Responses of Developers to the Innovation

There were mixed responses from potential devesojeethe community benefit
innovation. Whereas some of potential private@ed¢velopers had experience of
delivering on such issues in previous projects,\aack able to present potential strategies
to achieve the desired wider policy goals, otheettgpers were doubtful of how this could
be achieved, although they did acknowledge thempialeralue of community benefits. As
one of the development managers for the pathfiagency suggested it appeared that the
potential developers could be divided into thosesttgers that were happy to deliver on
these issues and those developers that strugglgddp the importance of these issues for
the clients. The same manager predicted thaticaeftaelopers that had the capability to
deliver on community benefit issues would createketaniches for themselves in the
future.

As a general rule, and as would be expected, ttenpal developers with experience of
delivering community benefit issues were more pasiand receptive to the expectations
of local authorities. These developers were aldsgnt success stories from similar
regeneration programmes, for instance a self-fimgnicaining model for local apprentices
in a nearby city. This gave the clients confidetia certain developers could deliver on
this issue. Examples of the rhetoric from potémtevelopers with previous experience of
delivering community benefits, included:
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“New housing development is only part of the widgyeneration of the area and
for it to succeed monies have to be circulatediwithe area. It is an essential
part of creating sustainable communitig® potential developer with previous
experience of delivering community benefits).

“We are committed to ensuring that the proposechiatler Partnership delivers
more than new housing but also creates jobs anditrg opportunities, and
supports neighbourhood economies and local busas&sgAnother potential
developer with previous experience of deliveringnoaunity benefits)

However, in contrast to such views, other developéth less experience of delivering
community benefits identified barriers and obstathat would prevent them from
achieving on the issue. Some of these developgued that good performance on
community benefit issues, although desirable, wanéladutside their control. For instance
one developer statetlthough, the investment in new housing in theaaigea major

boost to construction activity, it is unlikely thtae local supply chain will be able to
provide adequate assistance without significanpsut3 .

Most of the developers recognised the potentialeséthat community benefits could bring
against backdrop of labour shortages. One deveblipaowledged at the ITN stage:
“Given the pressures of the construction labour kedyin order to deliver the project
goals we have to able to access new labour. it @ir interest to be part of initiatives

that enhance skills, training and experienceénother developer argued that equality and
diversity issues could help tackle the labour sigetarguing‘The construction industry
has a reputation for being overwhelmingly white amale and therefore it is not
surprising that we are experiencing a major skslfortage. We must improve the
attractiveness of our industry to young people frorderrepresented parts of the
community”.

Different developers proposed different strategpeschieving the community benefit
issues. The majority of developers expressedtioteito work with local colleges and
agencies to source labour and in some cases prelgalievelop the capacity of local
SME/BME firms. One developer presented detail plainthe ITN stage for raising
awareness of the employment opportunities availablee construction programme, these
plans included provision of a temporary facilit@ssite that included a job shop. One of
the developers that had a track record of deligecmmmunity benefits declared that they
would include social benefit clauses as a contedctquirement for their suppliers to
ensure delivery of the wider social and economitefies. This developer also expressed
the intention of undertaking an audit at the beigigrof the programme to identify all
potential sub-contractor and supplier resourcéénacal area. Another developer argued
that their presence in the area alone would ineljtcilitate the up-skilling of local
subcontractors because of the best practices fitgjlemployment conditions, welfare
and safety that all subcontractors and supplietddvioave to adopt.

In response to the incentivised KPIs, one develo@erable to sayWe would
recommend using KPIs to measure the involvemdataf labour in the programmeand
went on to commit to achieving participation tasget over 30% for both local labour and
local suppliers. However, another developer regatcentivising the local labour KPIs
because they believed the quality of homes prodaugtt be compromised if they were
trying hard to achieve a good performance scoreacal labour or trainees. Another of
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the potential developers completely rejected tleeaisny performance measurement that
was linked to their return.

At present negotiations are underway between pefqrivate developer partners and the
two local authorities. One issue that has causedbical authorities some concern is the
extent of the developer’s national supply chaia@gements that already exist. The
pathfinder agency has identified that these arnareges will lead to significant leakage of
materials and supply expenditure out of the sulregOne partial solution to this
problem that has been proposed by the develop&rsvghere possible material supplies
to be sourced though local merchants. A secone issthat the main contractors
undertaking the project and site management ofdhnstruction work for the housing
developer is the key player responsible for supglyvork to sub-contractors and labour,
and therefore crucial to the successful implemantaif community benefits. However,
these main contractors lack the managerial captxityork towards the community
benefit issue and moreover, are not directly actadile to the client before the
construction programme begins, when considerableev@an be added.

SUMMARY

This paper has presented an ongoing case studwhetwo public sector clients being
researched have attempted to move new long-terstremtion partnerships towards
greater policy roles, by incorporating communityéf issues in procurement. The
realisation of the expected benefits of the commyumenefit innovation requires effective
implementation. However, implementation in theteahof public private partnerships,
where the public sector clients require privaté@ggartners to deliver on the community
benefit issues, is not straightforward.

Using the participation observation research methosd research followed the
procurement process to track the implementatiacoafmunity benefit innovation as it
unfolded over time. In this paper some interindings of how the local authority clients
attempted to motivate housing developers to debwecommunity benefit issues were
presented alongside some preliminary findings om thee developers responded to the
procurement innovation.

The findings revealed that the local authoritigsrapted to manage the attention of
developers towards the community benefit innovatimoughout the procurement process.
In addition, findings revealed that successfulvaely of community benefit issues would
be important to developers for the duration ofgiagtnerships because of the incentivised
performance measurement system that was develgpie Ipathfinder agency supporting
the local authorities. Finally, the research ademtified that a specialist construction
agency was created in the sub-region to assisia®s in the implementation and
delivery of the community benefit issues.

Potential housing developer partners reacted feréifit ways to the community benefit
innovation proposed by the local authorities. Tagority of the potential developers
could recognise the potential value of the comnyuménefit issues. However, some of the
potential developers with little experience of defing wider policy objectives were
doubtful over how easily they could be achievetieSe developers were especially
reluctant to be incentivised to deliver on these-nonstruction community issues. On the

14



other hand some developers with prior experiendbexe issues were able to show strong
commitment to this element of the tender and detnatespast successes from similar
projects that scored well in tender evaluation.

At present legal negotiations between the locdi@ities and their preferred housing
developer partners are ongoing and more issuegrdlé the implementation of the
community benefit innovation in the partnershipsenbeen identified. The progression of
the partnerships will be observed in the future gnedimplementation of community
benefits will be followed further to provide insighto the implementation process and the
factors that have influenced the development ofrthevation.
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Abstract

Public-Private Partnership (PPP) is considerecetarbintegrative method in utilising
financial, institutional, human and physical resmsrto manage the complexity of
economic and social changes in urban transformaistablishing a partnership can allow
both public and private sectors to share investpreski, responsibility and rewards. PPP is
applied to urban redevelopment in many countriggeeially in urban mega-projects. This
paper attempts to understand how PPP is adapteditdeveloped in the Chinese context
by exploring the practice of PPP development imdan mega-project - the Shanghai
Pudong development. It examines the roles of thdigand the private sectors and how
they interact with each other in the developmeantess of Pudong. The research reveals
that the development of PPP in Pudong involves ¢exnglobal-local linkages. Innovative
measures have been introduced in this urban mexgeepto create an active funding
mechanism involving more non-public finance. Fipalhe performance of the PPP
mechanism is evaluated and the implications farreupolicies are discussed.

Key words: Developmental state; urban area redevelopmetwonke management;
public-private partnership; global-local links
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|. Introduction

Public-private partnership, which has grown inciegly prominent on the international
urban policy agenda in recent decades, was intemtias an innovative method for
responding to the complexity of economic and sadianges. The underlying logic for
establishing PPP is that both the public and peigaictors have unique characteristics that
provide them with advantages in specific aspecteofices or project delivery.
Establishing a partnership can allow both sectoshtire investment, risk, responsibility
and reward between the partners. PPP can mobilize capital than can the public sector
alone. The public sector can utilise private seetqrertise or bring the private sector to
help realize efficient management of projects, @h@maining responsible for public
interest issues and ensuring delivery at a spdc#ggvice level. Besides the combination
of specialized qualitative and quantitative rolesnaximizing economic efficiency,
partnership meets contemporary ideological requergmin terms of both economic
liberalization and administrative decentralization.

Though the popularity of the application of the RREhanism continues to grow,
researchers are still divided on the definitiontheff term "public-private partnership” and
its effectiveness. The article "Rhetoric and RgaiitPublic-private partnerships”
(Wettenhall, 2003: 77-107) documents thoroughlydéleate on public-private partnership
in both the academic world and in practice. Besalsagreement on the term of PPP itself,
opinion is also split over issues of applicabilfar example, there is a school of thought
that local political and social cultures in the @arianist Asiaf countries are far less
amenable to [the] plural [partnership] mode of g@rdelivery than Western cultures
(Common, 2000: 135-148; Wettenhall, 2003: 87). Qoidnism's hierarchical structure
and its influence on the political and societalisture of the nations are blamed for the
difficulties encountered in putting PPP arrangemantb practice. However, the
discussion in this article is based more on therettecal analysis of cultural differences
than an exploration of practical issues. Somestiegi on the development of PPP in urban
development in Eastern Asian countries shows teaptactice has been rather fruitful. For
example, over the period 1985-2000, there were&pd8jects worldwide worth US$907
billion which were user-fee financial infrastruaysrojects planned and funded with PPP
money, among which 732 projects totalling US$ 48®h were located in Asia (not
including the Middle East). China and Hong Kongasted for 168 projects at US $ 108
billion--the leading country in the world in thiategory. On the other hand, there is little
research to provide an in-depth understanding & pfactice in Asia. This phenomenon
has raised the following questions: what is théditseaf PPP application in the traditional
Confucianist society (Eastern Asian countries dugapore)? Can PPP be applied in
such societies? If PPP is applied in such sosieehere any difference from the PPP in
western cultures? Is this mechanism more influéitgethe globalization process or the
traditional Confucianist characteristics of thedbculture? This curiosity has led the
author to examine a concrete example of urban eddpment to understand how the
market as well as public-private partnership caeméraced despite hostile position
towards the market, in this case the Chinese cantex

In its drive to achieve economic reform and implairits open-door policy,
Chinese cities have become instruments of econgrowth (Lambooy and Manshanden,
1992). To generate economic growth, the privatéoseas well as private investment, is
considered essential in promoting Shanghai’s udeselopment. The Chinese central

2 Confucianist Asia includes the People's Repuiflichina (PRC, the Hong Kong Special AdministraRegjion (SAR), Taiwan, South Korea and Japan in
East Asia and Singapore in South East Asia thateshenany social-economic features with the re&asft Asia. (Common 2000:134)
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state and local states were compelled to chanoetasing amounts of public money into
creating a built environment that would succeedtiracting foreign investment. As
China’s business centre and one of the most impioectantributors to the economic base in
China’s modern history, Shanghai’s every step mbt ceflects the national strategy and
culture but also has consequences for the surrogndgions and even neighbouring
countries. The development of Shanghai Pudibiag establisheseemingly contradictory
but synergistic relationships between the statetl@grivate sector which are driving the
city’s globalisation. It therefore becomes an iaging reference for us to understand the
changing relationship between the state and th&ehand the applicability of public-
private partnership in China’s urban transitionadi@d.

Figure 1: Pudong in 1990

The paper is based on the authors’ ongoing in-dsfpitty of the Shanghai Pudong
development. The author takes a closer look at the changiragicgiships between the
public sector and the private sector in the urlemlievelopment process and possibility of
applying public-private partnership (PPP) in thern@éke context in an urban mega-project
- the Shanghai Pudong development. The exploraiaont so much focused on defining
the typologies of PPP applied in a Chinese conbextrather why and how such a
mechanism can be embraced in relation to the chgnglationships between the public

3 Pudong generally refers to a particular area imaBghai. The original Pudong occupied an area d B&2 east of Huangpu River and north of the
Chuanyang River. In 1992 the Pudong New Area webkshed, increasing the size of the administetivea to 533 km2. If the vast hinterland of Pudong
New Area is included, the size of the total areaheneast bank of the Huangpu River amounts to02@@, 30% of the total territory of Shanghai.

4 Over the last four years interviews have beemiedrout with some forty people involved in theedegment of Pudong. The interviews, which were
conducted by Yawei Chen, were held with people thenfull range of organisations involved in theselepment directly or indirectly. These included,
from the public sector, the Shanghai Municipal Gangtion & Management Commission, the Shanghai drBenning and Design Institute and various
branches of the Shanghai Pudong New Area Admitiistr&entre; from the private sector, the Asian Blepment Bank, Shanghai Jinmao Group Co. Ltd,
Shanghai World Financial Centre Co. Ltd., Pudongu&ri-la Hotel and DTZ; from the local academic gommity, Li Zhanjun (Pudong Reform and
Development Research Institute), Ge Zhenming aed@Bhiling (Tongji University); several relocatiahnilies and the Lujiazui Development (Group)
Company Ltd., which was responsible for the deveto of Lujiazhui, Pudong’s central business distiAs the interviews had to be conducted in
Chinese, the present paper presents some of the moent insights into the latest developmenthianghai Pudong which have been expressed in
English. In contrast to research focused on Hongdgdittle recent research material on Pudong is 3eailable in English
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sector, the private sector and the rest of soaetyglobal-local interactive context. The
paper is structured as follows: section 2 provadseoretical debate on the contextual
condition of PPP and the applicability in the stiezthdevelopmental state in East Asian
countries; section 3 introduces the backgrounth@furban mega-project - the Shanghai
Pudong development and the main development sieatdtat stimulate complex
interaction of global-local, public-private sectand Chinese-multinational in the
development of Pudong. This analysis demonstrhtestianges of the local administrative
culture through the joint forces of global-locatleéraction but also reveals how the PPP
mechanism reinvents itself to adapt to the spelmfial Chinese setting; section 4
concludes with key findings on government-marketesygy and PPP application in the
Chinese context found in the urban mega-projeat Rudong development. Some key
lessons that policy-makers can derive from the §hanexperience are highlighted at the
end of the paper.

Il. Theoretical debate

The application of PPP is related to a situatioaunnetwork society (Castell 1996)
“where policy problems have to be tackled in neksarf interdependent organisation,
both public and private” (Klijn 2005: 328). In thietwork society, the borders between
network organizations are blurred and the trad#iatear-cut borderline between the
public and the private sector are redefined bynéerdependent and intertwined
relationship. The network society, as Castellsdrgsed, is derived from the impact of
globalization and the increasing role of informattechnology and therefore works with
network logic. Klijn (2005) illustrates the complgxin government’s decision-making
process led by networks, in which various actargitegies clash. He further proposes two
strategies to deal with networks in urban develauritfeat have a network-like character:
strategies to manage processes within networlkeoptocess management, and strategies
to change the characteristics of networks, theegjiras of institutional design. However,
although institutional design facilitate networkibg changing formal or informal rules of
accessibility in networks, this strategy is in gahédifficult to implement and usually
takes a lot of time” due to considerable criticiand resistance (Klijn 2005: 334). Klijn

and Teisman (2000) also relate network managernahttdevelopment of PPP. They
argue that in a network society the developmeth®fpublic-private partnership is
actually a process of managing ‘trust’ betweenractbhe trust should be managed at three
levels: public-private interaction in process maragnt to search for an interesting
project; public-private partnership to realize gueject in project management; and
network development to build a line of trust.

The network logic yields for a new government-bassirelationship in urban
development to adapt to the open-structure sydbera.to different local setting (local
institution and local culture), states may takarttistinctive measures to respond to the
challenges. Castells names the developmental stakst Asia and the network states in
Europe to describe the different strategies diffestates use to balance the global
constrain with local settings. In newly industrsaiil Asian countriéglifferent forms of
developmental state, specific to each society, apjoehave been instrumental in processes
of nation or city building (or rebuilding). Suchagts are typically managed by political
figures who ardargely autonomougour italics] in their societies (Castells, 19289).

There have been a series of discussions on théogevental states, including Chalmers
Johnson (the first research who introduced the eaihicManuel Castells, Peter Evans,

5 The newly industrialised East Asian, refers to Jagingapore, South Korea, Hong Kong and Taiwan.
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Alice Amsdem and other scholars in the field of@lepment theory. Castells (1998)’
defines the developmental states as, "a statevel@@nental when it establishes as its
principle of legitimacy its ability to promote asdstain development, understanding by
development the combination of steady high ratescohomic growth and structural
changes in the productive system, both domestiealtyin its relationship to the
international economy.” For the developmental statevelopment is not a goal but a
means, to become competitive in the world econdmsgurvive both as a state and as a
society.” In doing so, a high degree of trust alode relationship between the government
and the private sector is of significance to theettgpmental state (Rueschemeyer and
Putterman, 1992). Xia (2000) actually argued tld@elopmental states can be treated as a
mechanism of governance of the political econonay ithcharacterized as a series of
networks” since “the East Asian developmental sthteve all pursued a strategy of
networking and have been moving towards networietes.”

The economic reform and open-door policy was toeatea survival strategy to
‘ensure China’s entry into the capitalist globabeemy and into the informational
paradigm, using the lessons from ‘Asian tigerd’pélvhich shared a tradition of
Confucianist influence. According to Deng Xiaopi@hina’s Architect for economic
reform, “only development is the hard truth. Withdevelopment, there will be no
stability.” Under the developmental state moded, @hinese leadership has been almost
completely occupied by the priority of efficiencydagrowth (Xia 2000: 226). However,
there is no actual experience in any other couhtry could be simply extrapolated to a
country with 20 percent of the world’s populatidmong the different strategies each
country applied the "Singapore model” is one apgindhat was well received and
examined among Chinese Communist leaders: "theafladully-fledged economic and
technological development process without yieldmghe pressure of civil society, and
keeping the capacity to maneuver in the globalafgmly in the hands of the state,
appealed strongly to a party whose ultimate raiétre was the assertion of China as a
world power, if possible coupled with the preseimabf the Communist mythology"
(Castells 1998: 312). To ensure the success atfben and the stability of the society
undergoing dramatic transition, central governniex®t to navigate the reform measures
with extreme caution and pragmatism in unchartstbhical waters. The national
government still plays a decisive role while logalernment has obtained more autonomy
with respect to economic reform and administraitbeeies. The caution also allowed China
to take the pragmatic gradualist approach in fisrnes, meaning that the earliest reforms
were conducted in the “experimental fields” suclGasngdong, Shenzhen, Xiamen and
later applied in other parts of China if they wpreven successful. All Chinese cities and
provinces have a part to play in the game thatressthe national goal can be achieved
and national interests are protected.

Traditionally, all aspects of urban developmenthina, including organisation,
management and finance, are left in the handsegptiblic sector, but generally the
government has done a poor job of managing urbdevetopment projects. When the
local state of Shanghai began the planning andldewvent of Pudong area, it gave a good
deal of thought to how this enormous project shda@ananaged. Who should implement
it? Where is the money to come from, given thatreéigovernment funding and local tax
revenue will simply not be sufficient? And how letproject to be implemented?

lll. Pudong Development

The development of Pudong was the subject of ateng debate at local level before the
project gained support from the central governm@miing to the fact that for many years
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there were no bridges or tunnels linking the twolsaof the river, Pudong, which is
separated from the Bund and the busy Nanjing RgadldHuangpu River, had long been
lagging far behind downtown Shanghai in economicetigpment and urban growth.
Following this logic of development discussed ia frevious section, the strategies to
build up Pudong and sustain Pudong’s prosperityonigsntated toward economic growth.
For China’s central state and the local state en§hai, Pudong development can make
use of foreign investment to help Shanghai reatredts economy and position itself as a
metropolitan centre of finance, trade and trangpion and information technology in the
Asian Pacific region and China’s ‘window to the VdorWith a strong motivation to
integrate with the global economy, the planningl @d&uilding Pudong as a multi-
functional district, incorporating financial anédie, export, tax-free and high-tech sectors,
reflects the continuous emphasis of economic deweémt in China’s policy. Four main
development zones that are designed to targeteiffeconomic activities in financial and
trade, export processing, tax-free and high-teeit@rely heavily on foreign capital and
foreign investment, foreign market and foreign tesdbgy transfer. Such designation
consequently led Pudong to formulate an outwardnbeid economy structure that attempts
to bring Shanghai onto the world stage.

Figure 2: Master plan for Pudong New Area

In order to prepare a high quality Master Plan a8 as a development plan, the
local authority in Shanghai not only openly dis&agsthe possibility of the Pudong
development but also invited domestic and inteamati experts to discuss the future of
Pudong and Shanghai. This was radically differeshfthe normal parochial approach
Chinese cities usually take. A clear picture oeaviPudong was established in the first
Master Plan of Pudong: to develop a 522-squareviatoe area of Pudong from a mix of
old port industry areas, residential neighborhaaus farmlands into a multifunctional
modern district with four development zones.
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Institutional adaptation

In the designation of Pudong, rather than buildipgn integrated urban area, the local
state of Shanghai preferred to treat Pudong as@nsed area that executes different
regulations than Shanghai’s other urban distrlataccordance with the agreement
reached with the central government, Pudong foltb®@hina’s economic development
strategy to become one of China’s national Spé&gahomic Zones (SEZs), ‘an natural
enclave for the bird of the market economy’ andiftése laboratories for experimenting
with East Asian strategy’ (Xia 2000: 51) The coesation for such designation reflects
the state’s selective intervention to stimulatenecoic growth and private sector’s
involvement in Pudong’s urban development. As @onat SEZ, Pudong received special
funds provided by the central state for the comsion of key infrastructure. Equally
important, the original constraints that limitedmal urban district in attracting foreign
investors and utilizing foreign capitals were ehatied with the acquiring of national SEZ
status. Pudong could therefore enjoy the freedoaxpérimenting with various market
innovations and the means to stimulate its outwaitexport-oriented economy. For
example, Pudong was given more autonomy in appgdeairge-scale investment projects;
Pudong was also allowed to experiment with a sefi@seas relating to finance and trade.
Shanghai established the first stock exchangeeantChina; branches of foreign banks in
Pudong were now able to conduct business in Chio@sency. To attract the private
sector, especially those from outside China, Igo&kernment vowed that the Pudong
Development should be operated in a free markéesyghrough a land market and a real
estate market.

To build up trust with the private sector, Chinstate agencies were obliged to
choose a more difficult path in Pudong - engagimegrtselves in a series of China’s
institutional reform that allows for a series otwerks between the state and the market to
grow. The institutional adaptation, as we see @3EZ designation, was essential to
create a network institution that engages the mahke private investment in local
development. Once the entry rules of the privatéosere loosen through the new
institution design, public-private interaction cdddlecome a norm and public-private
partnership can be applied if circumstances altow |

To further improve the efficiency and effectives@s the realization of
Pudong development, the local authority felt it wasential that an efficient organization
should take charge of the Pudong development ictipea by carrying out the
development strategies, mobilizing funding and stating the private sector, even though
that role is traditionally carried out by local gwmment. Shanghai chose a two-layered
system to create a capable and efficient admitissgréody in Pudong’s governance. In
the upper layer is the political administrativeamg Pudong New Area Administration
Committee that governs Pudong; while the lowerdapmsisted of various public
supported development companies taking chargeeadelrelopment in each zone. For
Pudong New Area Administration Committee, its miaisk is to transmit development
recommendations from the local state of Shanghthiddalistrict level and to create
efficient administrative services that appeal testors’ need. In order to strengthen the
relationship between the state and the market dtunhmolve itself directly in market
operations, the local state created the so-cabedldpment companies to execute the
implementation strategies on site, interpretingegoment strategy into reality, negotiating
with private investors on land transfer, and coneribe will of the investors back to the
district government and local state of Shanghavdl®ment companies work as a means
for the local state to express its will in the pi@e of urban development process. On the
one hand, they act on the site to ensure the dewelotal strategy initiated by the local
state are realised; on the other hand, they mustpan the market rules and be business-
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like. Beside the efforts on administrative restauictg to create effectiveness, the
institutional adaptation worked on approval progedo increase efficiency. To facilitate a
quick administrative approval procedure that awb& usual bureaucratic delays, the ‘one-
stop’ system was introduced to ensure that invedtamd the process of getting approval
for investment projects fast and relatively paigs)dsecause all the red-tape could be sorted
out at the Pudong Investment Centre. The efficiendkis ‘one-stop’ system lies in the
intertwined institutional linkage and the overlapgpiof personnel, though which

information was efficiently shared and transactost between different organisations
were reduced.

Land development

Only in April 1988 was China’s constitution amendedllow the temporary transfer of
land-use rights away from the state. Land leaselves the transfer of land-use rights or
land development rights. China has no intentioareéting a capitalist-style land market
involving the transfer of full ownership rights,teeems prepared to separate use and
management from ownership; despite the commerataiis of land use rights, state
ownership remains inta&tThe primary rationale behind this and subsequefotms is to
attract foreign investment in property and to imseeconomic efficiency by restructuring
the system of land supply and allocation (Olds,12a@3)". Pudong is the first urban area
in China that requires all organisations wishingmlve in real estate development in
Pudong to lease land-use rightsand leases can be obtained for periods rangorg f
forty to seventy years and are sold by direct nagoh, by tender or by auction. Since
1988 Shanghai has made heavy use of land leasettyast Foreign Direct Investment
(FDI), restructure the city, generate capital fdrastructure projects and fund new
residential housing, mainly in suburban locatiod&l§, 2001: 184). In approximately ten
years Pudong has obtained more than 100 billion yu&$ 12 billion) from land leasing,
most of which sum has been invested in infrastrectu

Land development in Pudong is facilitated by twr fnewly established
property development companies. Initially the lmgrfhad little money, but one priceless
asset - land. Soon after they were set up they alEreed to get hold of a certain amount
of land from the municipal land office at a reladiy low price. The local state of
Shanghai’s investment in the initiative fund matde major shareholder in every
development company, so gaining a voice in the @ah zone was developed. Thus the
development companies, in part representing thergovent, developed the land and sold
the land-use rights. To speed up land developnhendévelopment companies sometimes
set up partnerships with private developers irfohe of a joint ventures or co-finance
agreements (Chen, 2003:109).

6 State ownership of land remains the guiding pptein Chinese land policy; only land-use righte dreing commercialised.

7 Shanghai started to charge land-use-right feeteifin investors in 1986. The ‘Regulations for Thansfer of Land Use Rights for Valuable
Consideration in Shanghai’ drafted on November 28887 symbolized the first formal shift towardgwide land reform in Shanghai. This regulation
came into effect on January 1st, 1988. In the speae, the first land-leasing project was condudteéionggiao District in Shanghai, joined by foreign
real estate developers. The 1.29-ha land blockleased at 485 US$/square meter by a Japanese gevelthe leasing price is fixed according to the
square meter construction area to be built ratheart the raw land area used before. This price aistudes the provision of infrastructure by the
government. After the experiment of land leasirgeat in Hongqiao, transfer of land-use-rights antl-development-rights have become standardized in
Shanghai, especially in the development of Pudddesides regulating land leasing, Pudong used radlbank system’ to ensure that enough land was
held in reserve for further expansion. The PudoegvMrea covers 520 km2, of which 300 km2 is afithfand. Under this policy, the government
expropriates certain farmland according to the neagtlan before the land is actually required foeupaying 30% of the current expropriation
compensation as deposit against the acquisitich@farmer’s land. The remaining 70% is paid whiea land is required for use.

8 According to the draft ‘Regulation on Pudong Newa@Planning and Construction Administration’ ancetitilation on Pudong New Area Land

Administration’ all organisations and real estatev&tlopments need to obtain the land leasing righBudong in 1990.
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Finance for infrastructure

Shanghai has an active financial unit involvedchia $earch for more channels of
investment in infrastructure. In 1988 the locatestaf Shanghai founded the Shanghai
Urban Construction Foundation to take charge offhe=lopment of Shanghai’s urban
infrastructure. In 1992 this foundation was recibatdd as the Shanghai Urban
Construction Company to increase its commerciailfiéty. The foundation, and later the
company, took the novel step of not only invesiglic finance in the project, but also
searching for alternative sources of finance tgiiment the shortfall in public finance
(Zhou, 2003: 177). Between 1990 and 1999 a totd@l7of billion yuan (US$ 9.3 billion)
was invested in the development of infrastructarBudong, 40% on civil engineering
projects, 35% on transport and telecommunicatib®% on power and 12% on public
services. The money required for this huge investmas raised from a combination of
public funds and private investment sourced bothekiically and internationally. A
certain amount of finance was obtained from mutioral institutions. For example, the
Nanpu and Yangpu bridges (Asian Development Ba@87&, 1997b) were financed by a
low-interest loan obtained from the Asian Developtrgank. Other finance was obtained
from private sources. In 1994 a subsidiary of thartghai Urban Construction Company
sold a short-term lease on the right to operatétérgu and Yangpu bridges and the Dapu
road tunnel to CITIC Hong Kong (Holdings) Ltd. 15 billion yuan (US$ 0.3 billion).
The proceeds were used to build the new Xupu Bradgess the Huangpu River. The
latest experiment directly involving private finangsed the BOT (Build, Operate and
Transfer) system. The Lupu Bridge was built andriced this way by six companies led
by the China State Shipbuilding Corporation andghen Shipyard (Group) Co. Ltd.

As The local state of Shanghais faith in the miaakel the private sector
increased, finance for the building and operatihigpivastructure came less from public
finance and more from private investment. Collaborawith multinational institutions
such as Asian Development Bank and the World Baa@glit the local state of Shanghai
how to work with non-governmental organisationse Experimental leasing of operating
rights and subsequent issue of public bonds, hefedhghai to obtain amounts of finance
which were not available from public sources. Thasecessful experiments led the local
state of Shanghai to extend its collaboration withprivate sector in public service
projects, even allowing the private sector to taker certain tasks in their entirety.

Combining global and local - globalising financiéws

Private finance and credit is becoming increasimagigilable on a global scale, outside the
bounds of national control (World Bank, 1991; Sas2000). Most private sector
investment in Pudong from foreign countries comemfthe overseas Chinese business
network. Overseas Chinese feel themselves monegiyrtied to China than, for example,
overseas Indians to India. This is perhaps the megison why although other Asian
countries can implement similar policies to attfai, they are not nearly as effective as
those implemented by the Chinese. In the early dalysa handful of international
companies with a strong capital base entered Chimese companies invested in what
were essentially ‘pilot projects’, designed to explthe Chinese market; even if they
failed there would still be other profitable maskeutside China. This was a very different
situation from that of the overseas Chinese busineswvork, in which many enterprises
are medium-sized or small. The better understanofitichinese culture of the overseas
Chinese makes them more willing than other investorisk investing in the Chinese
market, however immature and risky such investmeat be. Faced by risk, overseas
Chinese can turn to a netwodu@nxiin Chinese) for informal assistance. Global Chinese
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business networks have played a key role in imiggand stimulating the growth of the
Chinese market, achieving the success and higlisyreljuired to stimulate further interest
and FDI. The investment from overseas Chinese emahbled some smaller companies to
expand and gain recognition in China and abroau fvperating in the Chinese market.
The most important reform initiatives underlying tthlevelopment of Pudong in general,
and Lujiazui in particular, involved the active encagement of as much as US$ 14.5
billion of FDI in Pudong. This emphasis on FDI esfis the fact that FDI has been the key
factor in making possible the rapid developmerthefLujiazui central finance district. By
the end of 2000, 67 countries had invested US$#iilidn in 6,635 enterprises in Pudong.
Hong Kong, the United States and Japan were ththtep investors, contributing 23.27%,
19.39% and 15% respectively to the total contraéet(Wan and Yuan, 2001).

The priority given by the World Bank (WB), the Asi Development Bank
(ADB) and United Nations Development Programs (UNEFts investment in Shanghai
coupled with the special treatment given by the M/@rade Organisation (WTO) show
that these institutions were eager to integratex@ai into global economic and financial
systems. The process was facilitated by the ChiGesernment, which relocated the
Shanghai branches of the People’s Bank of ChireeGtiinese central bank) and China's
four other large banks, from Beijing to Shanghadéhg to assist in establishing a national
centre in Shanghai (Yulong and Hamnett, 2001: 18B}these links with the ‘global
world’ have helped to channel funds to Shanghaitaratcelerate the city's globalisation.

Figure 3: FDI in Pudong

FDI in Pudong, Shanghai
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I\VV. PPP in Pudong development

The pragmatic approaches the development compada@sed to develop Pudong
underlines a new approach towards the urban dewelopprocess, different from the
traditional way that the public sector took on fioe&l and management responsibility. To
implement a mega-project such as Pudong it is isiptesto be dependent on the limited
local public finance. Even though local governmmiatle efforts to mobilize its local
budget to invest in key infrastructure upgradingj@cts, it could not ignore the great
potentials of the private sector in the Pudong bigreent. Nor could central government
bridge the financial gap that Pudong needs to aveecin rebuilding itself from a virtually
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empty area. The involvement of non-public funds amdling mechanisms became a
necessity. By involving non-public organisatiore;dl government could explore a new
capital market. The Pudong development is an isterg urban redevelopment case to
examine PPP since so many different actors haveibgelved in the development
process. For the first time, urban planning ancnrievelopment are not only the task of
the public sector, but the collective responsipilit a broad-based range of stakeholders.
This interactive approach has been even more conimitie implementation stage to gain
financial and public support. This is differentrfrdhe traditional Chinese approach to
urban redevelopment, in which the public sector @udglic finance play central roles.

Public-private interaction in process management

The research of De Bruijn, Ten Heuvelhof and inld/(2002) shows that facing the
complexity decision-making process in networkstheicommand and control nor project
management are effective; on the other hand, psaoasagement offers a solution: to
reach decisions, invest in a structured interagiroeess. To design a process, they pointed
four core elements: Openness, protection of coieesaspeed and Substance. To examine
the public-private interaction in Pudong developtem borrow these elements as a
reference. Facing the huge development task infiyydbe government realised that the
public sector alone could not come up with the mreglucapital and expertise. Involving
the private sector has become an increasing impdiiame. It is not an easy task to build
mutual understanding and trust with the privatéaen an environment where the public
sector used to dominate daily life while the prévaéctor struggled to survive in China.
Local government began to openly consult the peigaictor for advice and later build up a
series of preferred policies to break down theibexrand reduce taxes for the investors.
While the Pudong development plans were being tbatikscussed, the private sector
started to show interest in their business potemtgma result of the interaction between
the two sides, the local planners experimented thighdrawing up of a master plan that is
more flexible and adaptable to the private sedibey also experimented in the new land
use plans by taking into account the land valuéss Wvas an innovative measure in a time
when a land market was not yet established in Stenghis preparatory work helped
Pudong to form a Chinese version of a land magateasure to explore the infant local
real estate market. The measure proved to beghedirection for Pudong.

To make the process more adaptable and long-teemted, the government
invited different parties both domestically ancemmationally to provide further advice to
improve the master plan and the feasibility studie@sdividual key projects. As has been
stated before, with more private sectors joiningphocess, the public sector hoped that
more private finance could be attracted to invesftudong and boost the real estate
market. Therefore, the public sector took a mosy-@ming attitude towards PPP and its
implementation, in the name of “attracting alteivefinance or private investment”.
Foreign banks are allowed only in Pudong to con@inghese currency (Renminbin)
business, which was prohibited in every other arégzhina in the early 1990’s. Chinese
companies have been allowed to establish theirforaign trade companies in Pudong
since 1990 even though Chinese companies elsewaseenot allowed to conduct import-
export business directly with foreign countries batl to go through state-appointed
trading companies with exclusive foreign tradingresentative rights. To boost the
confidence of the private sector to invest in uddgeloped areas, central and local
government established a series of preferred pglim attract investors. As a result of
these preferred policies, various actors showediggpinterest in participating in
Pudong’s development process. The actors involaetedrom an unprecedented complex
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mix of local, regional, national and internatiok&tlels, ranging from public organisation,
public-funded agencies and organizations, NGO’skband most important of all, the
private sector.

Compared with the public-private interaction in ganurban redevelopment
projects in Western European countries (for exaptpleKop van Zuid project in
Rotterdam or the London Docklands development indom), the process of public-
private interaction in the Pudong development leagisl differences (Wigmans 1998,
2001): firstly, the process is of limited openndsss still local government that dominates
the decision-making process for the developmentge®, deciding whether to involve
external stakeholders or not, whom to invite and/hat extent. The private sector has the
capital and expertise but also has the freedoneioigoable to be involved or not. The
urban planning and the administration system i&dtie openness of the decision-making
process by limiting the number of voices; seconuiifhe Pudong development the
emphasis is on the speed of the development. Tdrerefl efforts, including involving the
private sector, are geared to stimulating investraad speeding up development. This is
quite different from what we see in the Europeasesawhere the openness is given more
consideration. The same attitude can be foundhardThinese cities which are currently
under redevelopment; thirdly, we observed the &sireg role of the Chinese global
business network in the contribution of FDI in PadoThe investment from Hong Kong
and Taiwan accounts for almost half of the total FCPudong. Besides, many of the
international investors have a Chinese backgrotind.Chinese global business network
actually has become a mediator linking the locah€e economy to the global capital
market. It provides a good channel to bring in faggdmodern techniques and information
to the relatively closed Chinese local society.

Mutual trust and understanding between the pulbiic@ivate sectors have to be
built up in a system that allows and even encow#ge public and private sectors to
collaborate. Sometimes the laws and regulationd tebe improved in order to support
this collaboration. But most important of all, tmentalities of the different parties have to
be communicated with each other so that each cdersiand the culture of another. The
process could be managed at the process managewvantvhere the public and private
sectors, the public sector at the central and les&ls, and the public sector and Non-
Governmental Organisations (NGO’s) communicate@uperate with each other. This
process could also be achieved at the project,lexedre public-private partnership
projects are implemented.

Public-private partnership

In the Pudong development, we find that attracpingate investment, rather than the
mechanism of public-private partnership, is the leagis of local government, contrary to
what happens in urban development projects in thektd Western European countries.
Therefore, the application of public-private parsiep is more flexible in its forms and
much more result-oriented. In general there are dous a project hopes to achieve by
exploring PPP strategies: to obtain finance; tekrate the speed of urban development
and redevelopment; to improve efficiency in pulskevices; and to achieve social goals
where the interests of the private sector fall sHorPudong we observe the use of public-
private partnership in several kinds of projeats,eixample, land development, urban
renewal and infrastructure projects. The earlieishgpt to involve non-public sector was
in the construction of the Nanpu and Yangpu bridgesve have mentioned before. Later
collaboration between the public sector and theapei sector focused on the land
development. For example, the Fortune World Compainy venture is an example of the
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public sector obtaining funding through privateaficial channels to complete the land
development. The Lujiazui Development Company wdragether with the Chiatai
Group (Thailand) to develop a 50 hectare arearaf.l&hey share not only the cost but
also the risk and benefits as well. A similar joretiture was also set up between the
development companies in Pudong and private degedap banks. At the end of 1990’s,
the public sector used its co-financing strateglydost low cost-return urban renewal
projects involving private developers. Orchid Parkuch a PPP example. The Real Estate
Bureau under the Pudong New Area Administrationtf@gorovided 400 million Yuan (48
million US$) to co-finance this redevelopment pobjender a contract formed with
developers. After 2000, the public sector star®d@BOT and BOO (Build, Operation,
Ownership) to attract private investment into palfdicility projects, such as water
management and green area development (Chen 2003).

The evolution of the PPP strategies reflects ttangimg environment faced by
Pudong during its development. At the beginningal@overnment had little money and
experience. It needed the help of the private dgexl When the development came on
track and the key infrastructure projects were detegd, more investors showed interest.
However, few are interested in high-risk and lowsre projects, such as an urban renewal
project. The co-financing approach helped to atinmemre investors to these projects. After
a dozen years of development, Pudong has re-edtadlitself with a new image and high
quality standards. The local government hopesithatvolving the private sector through
BOT or BOO, the private sector, especially inteiora! investors, could bring in
advanced technology and management skills.

We have observed in these projects that the pabtitor has reinvented itself to be
more business-oriented, more efficient and moigetasr service oriented: a so-called
local state corporativism or mixed entrepreneuithduigh local governments and officials
in China are part of the administrative appargpast of the ‘state’, they are also distinct
entities separate from central government andekieaf society, with their own agendas,
and increasingly with their own resources. Thisgpecially true of the newly established
development companies. These companies represestipnently the frontlines of
entrepreneurial Chinese (local) s They operateaivelsg autonomously and are far
removed from a central planning doctrine that ofsréop-down. Spreading over the city
and operating at the district level these compaaiesvorking bottom-up, simultaneously
occupied with several building projects in whiclivate developers and investors from all
over the world are participating.

V. Conclusions

The transformation of cities under the impact afbgllization and the evolution of actors
that operate in the urban redevelopment contergbra dynamism to the cities and an
interaction between the local and global scalesadany large urban redevelopment
projects, the actors actually originate from beytelcity boundaries, with an increasing
penetration from the global level. Public-privatatperships arise from the global-local
network society and therefore need to manage thardics and tension between the
traditional local bureaucratic system and the iasmggly open structure of the network
society. How that tension is managed at the laadllultimately determines the success
and/or failure of the public-private partnershighién 2004).
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Figure 4: Pudong in 2004

Various evidence points to an evolving policy pssa Pudong to manage the
changing environment and different challenges fatethg the development of Pudong.
These policies and their implementation also pregaemumber of strong characteristics that
define the method of steering and maneuvering Ryidalevelopment. The urban
development of Shanghai Pudong was facilitated tg\elopmental state adopting an
open-door policy. The development strategy in Pgdsrshaped by the motive of
economic development. During the decision-makiragess through to the
implementation phase, an active local governméhtanced the development process
both with a ‘visible hand’ and ‘invisible hand’, plending on the circumstances and
necessity. The adoption of the national SEZ coniteptmega urban development project
and various experimental policies applied to Pudalag reminds us of the similar kind of
tactic China used to stimulate its economic groavritl foreign investment. In the
management strategies that Shanghai adopts inagewvglPudong, we can see China’s use
of a developmental state model. The activitiehefdevelopment companies illustrate the
way the developmental state, assisted by loca staporatism, sets up local connections
with global networks. The explosive growth of Shiaaigover such a short period was
largely the result of ad hoc decisions made byeatgrariety of participants, with disparate
interests, making compromises, resolving confliectd forging alliances, all triggered by
policies of economic reform.

In this article we analyse the role of the pubéctsr, the private sector and their
collaboration in different forms of public-privapartnership mechanisms. Whether their
collaboration is achieved at the process levehermroject level, the Pudong development
shows some distinctive characteristics due todkhePudong development is implemented
in the Chinese national setting. The specific Cégngolitical, economic and social
environment factors include:

Firstly, the public sector continues to play a calrind dominant role in the
Pudong development and in the projects in which BRPplied. The traditional
bureaucratic structure has not yet been superdgdadew openly structured system that
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is favoured by the growing network society. Thelpukector, especially the local state of
Shanghai, maintained an “ownership” position ireding the design and implementation
of the Pudong development, taking the decisiomdfitlsough consulting with the private
sector, both domestic and foreign. It is possiblelie public sector to maintain this
position because of the resources it keeps in hetate-owned land and expropriation
rights; the right of approval for design and constion; and the power to mobilize people,
households and society. Though the state inteweiiia government-dominant society,
strong political leadership will play an importanote in initiating the idea, putting forward
opinions and stimulating development by expresglegs and support to the private
sector. However, as the global-local axis becoma®rsalient, the traditional top-down
structure will lose ground, as we see in the Pugoogects. The local level could even
bypass the bureaucratic structure to enable hdaroallaboration through the pioneering
mediator and development companies.

Secondly, the designation of SEZ status of Pudefigats the pragmatism of the
Chinese state in term of exerting the state intgfga. On the one hand, the choice of
institutional design create the best facilitatertterket. On the other hand, using an
enclave to experiment with these institutional daépns creates a buffer zone to reduce
the enormous social impacts towards involved stalkiehs. In this way, Chinese state
limits the damage of potential criticism and resmigte to a minimum. In such a way, the
most effective but most difficult strategy to maadge network has been flexibly applied
in Pudong to involve private sector.

Thirdly, the flexibility in enabling public-privateteraction or arranging public-
private partnership mechanisms reflects an impbo@amese belief: the result, rather than
the means to achieving it, is more important. fnegmatic approach taken by Chinese
reformers and urban managers helps them to quiakl/useful experiences from others
and adapt them to their own situation. This apgnadso enables them to react quickly to
different situations and difficulties. In orderparsue market-oriented reforms, Shanghai
has shown to be creative in borrowing and applfieg market concepts and adapting
them to fit in existing ideological constraints. Mauseful experiences of the free market
and new financial mechanisms have been ‘borrowed’atively used in the Pudong
development. Several forms of capital markets vestablished in Pudong, including a
stock market, a securities market, a futures magkegold market and a ‘property rights
exchange centre’. Several ‘free market principéas’ also used to guide the reform of the
urban land markets. A new feature of this Shanigmal policy is the designation of
specific, experimental zones with the identificataf priorities and facilities in order to
stimulate private initiatives and to test reactitnosn the free market. These measures
encouraged competition between districts withimtysuch as Shanghai and also between
cities in China, especially among the ‘open’ colastees.

Fourthly, the involvement of FDI and the significarof the Chinese global
business networks reflect the complex global-ldio&l in the Pudong development. The
form of the urban design and the dominant actisitigthin a given city reflect an
increasing degree of linkages to global capitalkeis: The urban development process in
Pudong-Shanghai enables the local governmentraca&DI but at the same time the
central government loses control over the managearehthe complex financial
structures and the many capital transfers withwtbild that are generated for the urban
development of Pudong-Shanghai. The financial m@shas in Pudong demonstrate the
difficulties of the state. When the local financsgtem is integrated into the global
financial system of capital flow, the state faces@asing difficulties in controlling the
flow of capital and to overseeing all the differgrint ventures, each having its own
specific way of generating funding.
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The explosive growth of Shanghai in such a shoretihas mainly been the result
of ad hoc decisions by many different actors, wlitrerging interests, making
compromises, resolving conflicts and forging alties, all of which are triggered by
economic reform policies. The developmental staiglitated by local state corporatism,
with local connections to the global network, preveat the government is invariably
exposed to powerful global forces. This is in essehe logic of globalization. The
process of globalization and the outcome of theelbgament process (urban and financial)
challenges the autonomy of the state. Full intégnanto the market economy makes it
increasingly difficult for the government to stamside. The developmental state cannot
stand isolated from and unaffected by the impathefglobalization process (Chen and
Wigmans 2005).
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ABSTRACT: In recent years there has been a growing intémetbie use of partnering in
construction. Central to any successful partnegimgngement is the change in cultural and
behavioural characteristics towards mutual trust anderstanding. According to Schein,
cultural and behavioural characteristics can b@atiaand reflected by proper leadership.
This research probes leadership as the responsaidmess complex relationships of
behaviour and culture in large scale partneringggts. This involves understanding,
interpreting, explaining and mapping complex huniahaviour. Therefore it is very
important to comprehend and implement a suitabsaeh methodology to carefully
extract appropriate information. This paper justifithe social constructionism stance and
case study approach for the leadership study asrdélponse to address complex
relationships challenges of behaviour and cultarednstruction partnering projects. For
this purpose, the nested approach is used, hidinggthe main facets of the arguments to
justify the selection of appropriate research gafthy and research approach.

Keywords — Partnering, Leadership, Research Methodology
1 INTRODUCTION

Management research deals fundamentally with tlelyation and legitimation of the
various forms of knowledge associated with the fozas of management. The approaches
to management research and knowledge creationviexaolvaried combination of the key
processes of observation, reflection, theory cdojety and testing of theories and model
developed to capture the essence of managemeiiieseal herefore it is unwise to
conduct research without an awareness of the mmlosal issues that lie in the
background. Research should be organised systaitatio make the best use of the
opportunities and available resources. In this nekgéhis paper attempts to outline
available research philosophies and approachedg vidgically justifying the use of
appropriate research methodology to ‘identify appide leadership styles and practices to
address the cultural and behavioural challengesceded with partnering projects in
construction’. For this purpose, the hierarchicabdel of research methodology by
Kagioglou et al. (1998) is used, highlighting thaimfacets of the arguments to justify the
selection of appropriate philosophical stance,aedeapproach and research techniques.

2 BACKGROUND

The UK construction industry is one of the stromgesthe world, with output ranked in
the global top ten construction industries (DTIQ2D It is considered as one of the pillars
of the domestic economy, with its capability toided the most difficult and innovative
projects, matches that of any other constructicsustry in the world (Egan, 1998).
Nonetheless there is a deep concern that the mydast a whole is underachieving.
Problems such as low and unreliable demand andtabibty, lack of research and
development, inadequate investment in trainingsutsent approach to the usage of tender
price evaluations, an adversarial culture and feged industry structure, are widely
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recognised. These problems must be addressed iinthestry is to modernise and to

improve performance (Latham, 1994; Egan, 1998; &aahd Powell 2001; NAO, 2001;

Fairclough, 2002). Successive independent revigwsonstruction have emphasised the
need to improve the culture, attitude and workirgcpces of the industry.

As a follow up to recent industry commissioned réposeveral support divisions and
programmes were inaugurated to improve the perfocmdo the world-class standards.
According to Oakland (2001), excellence can be ndefi as ‘Achieving world-class
performance’, thus much research in the constmatolustry in recent years has been
focused on ‘achieving construction excellence’.dgton evolution of business excellence
revealed that the principles of ‘business exceblernodels’ and ‘constructing excellence’
shares the common objectives of ‘delivering wollsss products and
services'(Thurairajah et al., 2005). A comparisdrcanstruction industry concepts with
internationally recognised business excellence isodas carried out to find resemblance
and disparity in the application of excellence @pts. Results clearly indicated the
significance of leadership element in excellencecepts (Thurairajah et al., 2005). In this
regard, a leadership study in construction wasctsdeas the primary area of research.

3 RESEARCH PROBLEM

In addition to the excellence concepts in recedustry commissioned reports, it has been
found that there is a growing interest in the uspastnering in construction (Bresnen and
Marshall, 2000a; Dainty et al, 2001; Wood and ERBO5; Ingirige, 2004). Partnering and
the related forms of collaboration have been sesnaaway of dealing with the
fragmentation and lack of integration that havedwdtbd attempts to improve project
performance over the years (Bresnen and Marsh@llD&). This represents perhaps the
most significant development to date as a meams@foving project performance, whilst
offering direct benefits to the whole supply chéliarson and Drexler, 1997; Wood and
Ellis, 2005). Many commentators argue that parhgeican have a substantial positive
impact on project performance, not only with regeydime, cost and quality objectives,
but also with regard to more general outcomes sschreater innovation and improved
user satisfaction (Latham, 1994; Bennett and Jay@33; Bennett et al., 1996; Bresnen
and Marshall, 2000c).

Partnering has been defined as ‘a long term comemtnbetween two or more
organisations for the purpose of achieving spedifisiness objectives by maximising the
effects of each participant’s resources (Bresnah Marshall, 2000a). While there is an
agreement about this overall philosophy of partrggrithere are varying views on its
features. This includes wide range of conceptsuceq culture, behaviour, attitudes,
values, practices, tools and techniques. Despite factt that commentators place
considerable emphasis upon the importance of chgragtitudes, improving interpersonal
relationships and transforming organisational cebu very little of the research has
explored in the social and psychological aspeds@ated with the successful integration
of partnering (Bresnen and Marshall, 2000a; Woatl Elfis, 2005). Managing and leading
such a complex supply chain towards its objectimd ahared benefits needs a better,
appropriate leadership throughout the project. & laf empirical evidence indicates the
necessity of leadership research in constructioiin@ang projects to achieve specific
business objectives by maximising the effectivensfseach participant’s resources and
establishing ongoing business relationships. Tlggirement for a suitable leadership to
lead the supply chain towards its objectives fothwes basis of the research need of the
study.
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4 RESEARCH FOCUS

Central to any successful partnering arrangementhé change in attitudinal and
behavioural characteristics towards mutual trust @mderstanding. Green and McDermott
(1996: Bresnen and Marshall, 2000a) argue theudé#t and the behaviour evident in the
construction industry are deeply ingrained and thas difficult to engineer any rapid
movement away from such an embedded culture. Méitheoliterature tends to presume
that cultural alignment is a prerequisite for paring. Since partnering is seen as changing
behaviours and attitudes cultural transformatiomncé be forgotten in the process.
Bresnen and Marshall (2000a) stress the importahaecentralised, flexible structures,
where the team is expected to operate with corsdflerautonomy and discretion to
convert formal partnering arrangements into reékedinces in behaviour at operational
levels.

The significance of cultural and behavioural chadles on partnering related
collaborative methods, together with lack of engairievidence of leadership literature in
construction clearly indicates the need for ledudprsesearch in construction partnering
projects. Furthermore, recent growth in the contidn of partnering projects to
construction output justifies the selection of paring projects. For example, total
investment of £ 42.69 billion from public sector 2004 on PFI projects (HM-Treasury,
2005) and £ 6.8 billion from BAA (2005) on partmegi indicates the extent and the
importance of partnering projects in UK constructidiowever for the purpose of this
research, large scale partnering projects will bected due to the significance in
contribution to the total output of constructiondustry. Also large scale partnering
projects may extend over several years with theluement of various participants from
the entire supply chain. This results in a shorintenatured organisation with shared
benefits as the common objective. Research willugoon leading such partnering
arrangements, to understand and address the comatare of cultural and behavioural
challenges.

According to Bresnen and Marshall (2000b), theeelianitations to the use of contract
incentives as a motivational tool in partneringjpcts and often broader organisational
goals were more potent influences on behaviour.réfbee it is important to develop
collaboration which does not rely simply upon dengsappropriate incentive mechanisms,
but instead embracing a wide range of supportitgrimal policies, systems and practices
(Bresnen and Marshall 2000c). As discussed in reBeproblems, leadership can be
employed to devise supporting internal policiesstems and practices to address the
challenges due to cultural and behavioural diversit partnering projects. Also the
existing research fails to concentrate adequatelly the complex relationship between
individual or group behaviour and organisationaltume (Barlow and Cohen, 1996;
Bresnen and Marshall, 2000c) which, nevertheless dt the heart of many prescriptions
for improving collaboration within the industry (Beett and Jayes, 1998). This research
probes leadership as the response to address comgldionships of behaviour and
culture in large scale partnering projects.

5 RESEARCH AIMS AND OBJECTIVES

The aim of the research is to identify appropriatglership styles and practices to address
the cultural and behavioural challenges associattfdpartnering projects in construction.
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In this process, a comprehensive literature suwidlybe done to understand leadership
concepts and challenges related to partnering gigoj&his ‘theory development’ towards
leadership practices in addressing behavioural amtural challenges of partnering
projects will provide strong guidance in determgimhat data to collect and the strategies
for analysing the data.

Following objectives are formulated to developanework of ‘critical success factors
of leadership’ to improve performance by addressmlgural and behavioural challenges
associated with construction partnering projects.

1. Identify the cultural and behavioural challengesanstruction partnering projects

2. Explore the range of current leadership roles amadtiges adopted in construction

partnering projects

3. Identify and evaluate leadership practices to axidreehavioural and cultural

challenges of construction partnering projects

4. Develop a framework of ‘critical success factors leddership’ to improve

performance in construction partnering projects

5. Propose the leadership practices in constructioim@ang projects

Cultural & behavioura Current leadership
challenge practice

Analysis on leadership practices in
addressing behavioural and cultural
challenges of partnering projects

[ Critical Success factors]

of Leadershi

l

Leadership
practice

—_—_——— - - —a

Figure 1 illustrates the research conceptual mddeised on the literature review and
synthesis. Cultural and behavioural challengesaringring, current leadership practices
and literature synthesis will be used for theoryldiig and analysis to fulfil the research
aims and objectives. Further to facilitate thisqass, research questions its propositions
are identified in the following section.
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5.1 Research Questions

Collis and Hussey (2003) suggest the choice ofarebequestions instead of research
hypothesis as the appropriate method of definingeasch propositions in a

phenomenological study. The preference of reseguastions for this study is further

justified by the exploratory nature of this reséar€ollowing principle research questions
are formed based on the identified theoretical gapdulfil the above stated aims and
objectives. This takes the form of two ‘grand tourestions’ (Collis and Hussey, 2003),
each with two ‘sub questions’, which will be furthgiscussed in ‘research methodology’
section.

1. What are the current leadership roles and practegpted in construction
partnering projects in addressing major culturadl dehavioural challenges in
construction partnering projects?

i.  What are the root-causes of cultural and behaviaialenges?
ii.  How does current leadership tackle these root caase challenges?

2. How can the leadership address these cultural aithvioural challenges in
construction project partnering?

i.  What are the ‘critical success factors of leadg’shi addressing these
challenges?

ii. How these ‘critical success factors of leaderstiph be practiced in
construction partnering projects?

6 RESEARCH METHODOLOGY

Research methodology refers to the overall apprdacthe design process from the
theoretical underpinnings to the collection andlysis of the data (Collis & Hussey,
2003). For this purpose, the hierarchical modelegskarch methodology by Kagioglou et
al. (1998) is used. This conceptual model (Figyrendintains the direction and cohesion
of elements in representing a holistic researcthaglogy. Within this nested approach,
the research philosophy found at the outer ringdgsl and energises the inner research
approaches and research techniques” (Kagioglol £983)

Research Philosophy

Research Approach

Research
Techniques

Figure 2: Research methodology ‘nesting’ (Kagiogétal, 1998)
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6.1 Research Philosophy

The research philosophy is principally concernedhwihe assumptions that a
researcher brings to an investigation. Althoughehg considerable blurring, the two main
traditions of philosophies can be labelled as posih and social
constructionism/phenomenology (Collis & Hussey, 20&asterby-Smith et al, 2003).
While positivist argue that the world exists extdlyn and its properties should be
measured through objective methods, social cortgtirust hold the view that the reality is
not objective and exterior but is socially constedc and given meaning by people
(Easterby-Smith et al, 2003). Table 1 outlines ¢hatrasting implications of positivism
and social constructionism.

Table 1: Contrasting implications of Positivism aBdcial Constructionism

Positivism Social Constructionism
The observer Must be independent Is part of what is being
observed
Human Interest Should be irrelevant Are the main drivers of the
science
Explanations Must demonstrate causality’ ™ [0 increase  general

understanding of the situation

Research progres
through

Gathering rich data from

Hypotheses and deduction which ideas are induced

Need to be operationalised s8hould  incorporate  stake

Concepts that they can be measured | holder perspectives

=

Should be reduced to theMay include the complexity g

Units of analysis simplest terms ‘whole’ situation

Generalisation

through Statistical probability Theoretical abstraction

Large numbers selecteddmall numbers of cases

Sampling requires e
pliing req randomly chosen for specific reasons

Experiments, Surveys, Cas€ase study, Ethnography,

Methods used study, Simulation, Modelling Action research

Source: Adopted from Easterby-Smith et al, 2003

By considering the above listed characters so@akiructionism approach deemed to
be more appropriate to this research than thetimadi positivist philosophy. As set out in
aims and objectives, this research is aimed toprgé and increase the understanding of
leadership practices to address the cultural am@weural challenges. This is largely a
theory building attempt by inductive methods ofadgathering and it focuses on in-depth
study with in uncontrolled environment. Furthermamsearch involves the investigation
of complex interaction between leaders, followezams and processes in real life context.
This leads to research the subjective aspects mhuactivity, focusing on the meaning
rather than measurement of leadership phenomenowolveEment of leadership
phenomenon holds a very high degree of believetkigateality is dependant on the mind.
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As such, it disqualifies itself from embracing eosty positivist approach and takes social
constructionism stance as the appropriate philasaptnderpinning.

According to Creswell (1994, cited in Collis & Heys 2003) philosophical thinking
revolves around ontological, epistemological, agidal, rhetorical and methodological
assumptions. While ontological, epistemological armlogical assumptions positions the
philosophical stance of a research, rhetorical amethodological assumptions are
concerned with language and process of the reseasgectively. At this stage, for the
purpose of positioning the research on the philbe@b continuum, it is important to
position the ontological, epistemological and axgital assumptions, before embarking
on the research design.

In ontological positioning the researcher is toideavhether the reality is objective
and external to the researcher, or socially coottcliand only understood by examining
the perceptions of the human actors (Collis & Hyss003). These two ontological
assumptions are known as realist (Johnson and BQul9H00) and idealist/relativism
(Gummesson, 1991).

Positivist approach Phenomenologist approach/
/Realism ﬂ Idealism/Relativism
< >
Reality as a Reality as a Reality as a Reality as a Reality as a Reality as a
concrete concrete  contextual realm of social projection of
structure process field of symbolic construction  human
information  discourse imagination

Figure 3: Continuum of core Ontological assumptions
Source: Morgan and Smircich (1980, cited in Caoflislussey, 2003)

Literature synthesis clearly indicates the preseofceultural issues and leadership
practices which are relationships and meaningsasiest through a process of human
action and interaction. This symbolic discourse lf€0& Hussey, 2003) and social
construction together with explorative nature ofdgtresembles with idealist assumptions.
However, research doesn’t support the extremetyealiphenomenologist approach. Thus
the ontological position of the research is indddatvith vertical block arrow in Figure 3.

Epistemological positioning deals with question®wbhow and what is possible to
know (Chia, 2002). At one side of the epistemolabmontinuum positivist assumes that
there is a reality which exists independently aé thbserver and hence the job of the
researcher is merely to identify this pre-existieglity. In contrast, constructionist does
not assume any pre-existing reality and the aimthefresearcher are to understand how
people invent structures to help them make sense/hadt is going on around them
(Easterby-Smith et al, 2003). Similarly, this reskadoes not assume any pre-existing
reality and it aims to interpret and understand Headers can address cultural and
behavioural challenges with unstructured charasties. It focuses on the collected
construction of social phenomena and closely retesithe ideas of social constructionist.
However research concentrates on leadership peactitone in addressing cultural and
behavioural challenges rather than multiple resdithus an extreme social constructionism
perspective of epistemological stance is avoided.

Axiological positioning is concerned with valuesosRivists believe that science and
process of research is value free. At the othaemé social constructionist consider that
researchers have values, and these values helgtdomine what are recognised as facts
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and the interpretations which are drawn from theoll{s & Hussey, 2003). As the
undertaken research is of interpretative nature \aide laden, a social constructionist
approach is more suitable.

By analysing ontological, epistemological and asgital assumptions of the research,
the philosophical positioning of the research igvah in Figure 4. While taking an idealist
view in ontological assumptions it holds social stoactionism stance in epistemological
undertakings with value laden axiological positigks guided by nested approach this
philosophical positioning influences the selectioh appropriate research approach as
described in the next section.

Ontology
Realism Idealism

v

<
<

Towards

A traditional
£ positivism
2 Value free
i)
[e]
n‘ .
Axiology
>
>
i)
o . . -
= Philosophical Continuum
3
o
L
Value laden
Philosophical stance o
£
@ undertaken research
S
3]
2
2 Towards
o q
O Social
Constructionism
v

Figure 4: Continuum of philosophical assumptions

6.2 Research Approach

Research approaches are about organising resesigtyaand embodying data collection,
in ways that are most likely to achieve the redeaims. They are guided by philosophical
underpinning and energise the appropriate methbdssearch techniques. According to
Easterby-Smith et al. (2002), five out of six kegnditions in choosing appropriate
research approach, closely relate to the basicotbamny between the use of positivist and
social constructionist approaches. As such Figures ®dopted to populate research
approaches which are governed by research phileesph

As per the selection by philosophical positioningdps research takes social
constructionism stance. Since this research resmaisly with in positivist territory
experiment and survey strategies are incompatibith his research. Ontological
assumption of strong ‘pre-existing reality’ in exipgents, require high extend of control
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over the environment by which investigator directigrecisely and systematically
manipulates the reality (Yin, 2003). This can oolycur in laboratory conditions and a
pure experimental design cannot manipulate behavioueal life context. Further the
undertaken research entails fieldwork, as such rerpat disqualifies from being a
suitable research approach. In contrast, survessrdb require high control over the
environment. A survey can be readily designed torarate the ‘what’ type of exploratory
questions and they can be easily applied in ssciehce research. The major limitation of
survey strategy is that it's hard to explain anersd pattern and it fails in adequately
answering a ‘why’ type of question (Easterby-Sneitlal., 2002). This research requires an
in-depth analysis on leadership practices, withcttrabination of ‘what’ and ‘why’ type of
questions in addressing cultural and behaviourallehges. Hence, experiment and survey
approaches are inappropriate for this study.

Ontology

Realism Idealism

A
v

= A
(2]
2 Experiment
8
o
> Survey Axiology
o
o
g Case Study
@
Q
L .
£ Action Research
§
3
2
3 Ethnography
8
v

Figure 5: Continuum of research approaches
Source: Adapted from Sexton, 2004

This leaves case study, action research and ethplogr strategies as suitable
approaches, in which case study is been selectdt asost suitable research approach for
this research. In action research the researciesrtty solve the problem by being a part
within the problem environment with the goal to i©ha the status quo of the participants
(Waser and Johns, 2003). This participative, patigtrolled approach, concerns with the
process of enquiry to form a cycle of planning,iragt observing and reflecting (Heller,
2004; Collis & Hussey, 2003). Conditions such asytlp controlled, participative
observation and intervention disqualify action egsh from being the appropriate research
approach. Similarly ethnography is defined asualysiof people in fields to capture the
social meaning, involving the researcher partiaigatirectly in the setting, if not also the
activities to collect data in a systematic manireer, 2004). Even though ethnography
does not operate in partly controlled environmesitid, it requires very high participative
observation of the researcher.

In contrast, case study is defined as an empiringuiry that investigates a
contemporary phenomenon within real life contespezially when boundaries between
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phenomenon and context are not clearly evident,(@@®3). It covers both ‘what’ type of

exploratory questions and ‘why’ type of explanatquestions. In this research both ‘grand
tour’ questions and ‘sub questions’ are combinatiohexploratory and exploratory nature
about contemporary set of events, which is supddtecase study methodology. Further
the requirement to analyse leadership practicegahlife context to address the cultural
and behavioural challenges without controlling attoehavioural events clearly justifies
the selection of case study as the appropriateargseapproach. Thereby, following

section further examines into case study approadatefining the appropriate case study
design.

6.2.1 Case Study Design

As discussed in section 5, the study questionsinetjue ‘first case study stage’ of finding
major cultural and behavioural challenges and carrange of leadership practices. The
solutions to the ‘first grand tour question’ willdn stage the second phase of case study
which is a theory building attempt by respondingsecond grand tour question’. This will
lead towards the theory modification approach mtthird stage of this case study design.
Third stage will mainly concentrate on proposing ttoles and responsibilities of
leadership to address the cultural and behaviathrallenges in construction partnering
projects.

Case study designs are categorised into four tgpesrding to 2X2 matrix concerned
with choice between single or multiple units of lgges and holistic or embedded design
situations (Yin, 2003). Selection of multiple casedies strengthens the foundation for the
usage of replication logic by adding multiple s@as©f evidence and support the function
of theory building and theory modification. As suahultiple case study approach is
selected with minimum possible cases to satisfy tihree constrains of this research.
Possibilities of further supplementary cases wdl dxamined after the first stage of the
research, which will provide the proper understagdof the nature and required time
scales for the defined unit of analysis.

The aim of the research is to identify appropriatedership practices to address the
cultural and behavioural challenges in construcparinering projects. The core analysis
of this research is focused on cultural and behaaiachallenges and the ways and means
of addressing such challenges. This defines thet ‘ah analysis’ as ‘cultural and
behavioural challenge’ cutting across various oiggions which are contributing parties
to ‘partnering charter’. In this regard, ‘cultued behavioural challenge’ will be selected
as the main unit of analysis, which may occur betwdifferent parties in the same project
as well as in different projects. This requires #section of embedded multiple case
designs. Research will try to apply literal replioa logic for the analytic generalisation.
This is due to exploratory and explanatory needd wheory building attempt of this
research. Therefore theoretical replication whexges are chosen to predict contrasting
results is impossible.

Also the concern over lack of rigor and biasnessase study methodology requires
greater validity and reliability. Yin (2003) propess four design tests to overcome this
criticism; construct validity, internal validity,xéernal validity and reliability. Use of
replication logic in multiple case studies satisftee test of external validity, which deals
with generalising study findings in the appropridt@amain. The intended deployment of
other design tests is discussed in the followingise together with research techniques
which are energised by the selection of appropriegearch approach, case study.
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6.3 Research Techniques

Research techniques include both data collecti@hdata analysis, which belongs to the
inner ring of nested research methodology. Datéectmbn and analysis are developed
together in an iterative process in a case stuaytlgy, 2004). This section depicts these
two issues with reference to case study approagpted in this research.

6.3.1 Data Collection

Intended data collection techniques depict the ways means to fulfil the ‘aims and
objectives’ of this study by carefully addressirge tresearch questions as defined in
section 5.1. According to Yin (2003), evidence fmase studies may come from six
sources: documents, archival records, interviewgectd observation, participant
observation and physical artefacts.

For the ‘grand tour question one’, data collecti@echniques such as documents,
archival reports, interviews and direct observati@an be used on relevant parties in
construction partnering projects. In this contecdltural and behavioural challenges of
every project participants will be collected togatiwith the root causes of the challenges
and the associated leadership practices. For tleweamentioned objectives, ‘survey
technique’ is considered as main source of caghy stfiormation in gathering data. While
the guestionnaires are used to identify cultural Behavioural challenges, ‘open ended
interviews’ will be preferred over other intervietgchniques in exploring leadership
practices associated with the root causes. Totassss process a case study protocol
techniques will be used in collecting relevant rédta for the analysis. To address ‘grand
tour question two’ ‘focused interviews’ will be neappropriate as they are to corroborate
certain facts, formed through the analysis. Thil take place at the second stage where
theory building will be the major aim of the resgar

Further, Yin (2003) proposes three principles afdaollection to maximise benefits
from the evidence. They are; multiple source oflence, creation of case study database
and maintenance of chain of evidence. These conaeeifitbe used to address construct
validity and reliability design tests. Constructigily concerns with establishing correct
operational measures. This research intends totrissggulation by multiple source of
evidence, maintenance of chain of evidence ancwewf draft case study report by key
informants which are considered as appropriatedcgdh addressing construct validity
(Yin 2003). Further the principle of case studytpool and developing case study
database will be employed to address reliabilityigietest.

6.3.2 Data Analysis

Data analysis consists of examining, categorisitajulating, testing or otherwise
recombining both quantitative and qualitative ewicke to address the initial propositions
of a study (Yin, 2003). In this research, to define general analytic strategy, ‘relying on
theoretical proposition’ is preferred over settip a framework based on rival
explanations and developing case descriptions, (fiid1). Due to the explanatory nature,
‘explanation building analytic technique’ is moneitable for this research. However the
potential problems with this technique will be redd by the usage of case study protocol,
case study database, and the following of a chaievaence. This will improve the
internal validity of the research (Yin, 2003).

In addressing the ‘grand tour question one’, suistjan one, quantitative technique of
factor analysis or mean score analysis would bd.u3ecuments review, interviews and
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usage of repertory grids can also be utilised gisashe quantitative analysis to identify
the cultural and behavioural challenges and it$ caases. These relevant data collected in
the first phase would be analysed with contentyangl cognitive mapping and field force
analysis techniques. By this process appropriaerthbuilding will be carried out which
will be modified in the next phase. Third phasel wiilise group method analysis and
theory building techniques to propose the rolesrasgonsibilities of leadership to address
the cultural and behavioural challenges in conssa@artnering projects.

7 CONCLUSION

Methodology provides sense of vision in fulfillimgsearch objectives and it interplays
between researcher and data (Strauss and Corl#6).1Phis paper discusses available
research philosophies and approaches, while higfiMig the appropriate methodology for
the undertaken research. Epistemological undeigakamd ontological assumptions of the
research outlines the appropriate philosophicalcgtaand further it guides towards the
selection of research approach and research teehnibhis paper justifies the social
constructionism stance and case study approadhddeadership study as the response to
address complex relationships challenges of bebavend culture in construction
partnering projects.
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