
Harnessing  the  benefi ts  of BS 1 1 000:  

Col l aborative  Business Relationsh ips

Raising  the Standard  for Collaboration

David E Hawkins





Raising the standard for col laboration

Developing effective col laborative relationships
through the implementation of BS 1 1 000 to enhance
business performance





Raising the standard for
collaboration

Developing effective col laborative
relationships through the implementation
of BS 1 1 000 to enhance business
performance

By David E Hawkins



First pu bl ished in the U K in 201 3

By

BSI Stand ard s Limited

389 Ch iswick H ig h Road

Lond on W4 4AL

©The British Stan dards I n stitu tion 201 3

Al l rig hts reserved. Except as permitted u nd er th e Copyrig ht, Desig n s an d Paten ts

Act 1 988, n o part of this pu bl ication m ay be reprod uced , stored in a retrieval

system or tran sm itted in any form or by an y m ean s – el ectronic, photocopying ,

record ing or oth erwise – without prior permission in writin g from th e publ isher.

Wh i l st every care has been taken in d evel opin g and compi l ing this pu bl ication, BSI

accepts n o l iabi l i ty for an y loss or d amage cau sed, arising d irectl y or ind irectl y in

conn ection with rel ian ce on its con ten ts except to the exten t th at su ch l iabi l i ty

may not be excl ud ed in l aw.

Wh i le every effort h as been mad e to trace al l copyrig ht h old ers, an yon e cl aimin g

copyrigh t sh oul d g et in touch with th e BSI at the above ad dress.

BSI has n o responsibi l i ty for the persisten ce or accu racy of U RLs for extern al or

th ird-party intern et websites referred to in th is book, and d oes n ot g u arantee th at

an y con ten t on such websites is, or wi l l rem ain, accurate or appropriate.

Typeset in G reat Britain by Letterpart Lim ited

Printed in G reat Britain by Berforts G rou p, www.berforts.co.uk

British Library Cataloguing in Publication Data

A catal og ue record for th is book is avai l abl e from th e British Library

I SBN 978-0-580-78737-9



Contents

About the author vi i
Acknowl edgem ents ix
Preface x
Introducti on xi i

PART 1 : Why? 1

Chapter 1 – The i m portance of rel ati onshi ps 1
Chapter 2 – Col l aboration 9
Chapter 3 – Rel ationship risk and opportuni ty 1 9
Chapter 4 – Cul ture 31
Chapter 5 – Creati ng trust 43
Chapter 6 – Col l aborative l eadership 57
Chapter 7 – Posi tioning rel ati onshi ps 69

PART 2: How? 81

Chapter 8 – Background and i ntroduction to BS 1 1 000 81
Chapter 9 – Awareness 95
Chapter 1 0 – Knowl edge 1 03
Chapter 1 1 – I nternal assessm ent 1 09
Chapter 1 2 – Partner sel ection 1 1 7
Chapter 1 3 – Working together 1 23
Chapter 1 4 – Val ue creati on 1 33
Chapter 1 5 – Staying together 1 43
Chapter 1 6 – Exi t strategy 1 51
Chapter 1 7 – I m pl em enti ng col l aborative certifi cati on program m es 1 59

PART 3 : Where? 1 71

Chapter 1 8 – Custom er engagem ent 1 71
Chapter 1 9 – Suppl y chai n 1 81
Chapter 20 – Outsourcing 1 91
Chapter 21 – Col l aborative contracting 203
Chapter 22 – Al l iance m odel l i ng 21 9
Chapter 23 – Col l aborative m aturi ty 233
Chapter 24 – M ergers and acquisi tions 245
Chapter 25 – SM E col l aborati ve cl usters 255
Chapter 26 – Col l aborating for sustai nabi l i ty 263
Chapter 27 – Thi rd sector 277
Chapter 28 – Future of col l aboration 283

v



Further information 286

I ndex 287

vi



About the author

Davi d E H awkins FCI PS

Davi d has an extensi ve career in proj ects and procurem ent withi n the
constructi on i ndustry. For over 40 years he has been associated with the
devel opm ent and im pl em entati on of m aj or projects in m any parts of the
worl d, whi ch has provided an i nsight i nto the m any organizational and
cul tural chal l enges that proj ects can generate. Over the past decade he
has been an acti ve prom oter of col l aborati on and partnering concepts,
together wi th the devel opm ent of extended enterprises through the
bui l d i ng of al l iances.

As a strategic thinker he has depl oyed these approaches to support from
m anufacturing to outsourci ng program m es, capital izi ng on the
opportunities withi n project operations to expl oit gl obal sourci ng.
Bui l d i ng on these experiences he has hel ped a num ber of m ajor
organi zations to im pl em ent change m anagem ent program m es in
different i ndustria l arenas i ncl uding chem ical processi ng, oi l and gas,
power generation and m i ning and m i neral s processing.

H e was the architect and author of the CRAFT col l aborative m ethodol ogy
and techni cal author of the Bri ti sh Standards I nstitution (BSI ) PAS 1 1 000
fram ework, the worl d’s first col l aborati ve business rel ati onshi p standard.
H e was the drivi ng force behind the creation of BS 1 1 000-1 : 201 0
Collaborative business relationships – Part 1 : A framework specification ,
and chai rm an of the BSI com m ittee who devel oped the standard. In 2009
he was acknowl edged as one of the worl d’s top 1 00 thought l eaders on
corporate soci al responsi bi l i ty (CSR). As an establ i shed author he has
several publ icati ons to hi s credi t i ncl uding:

vi i



• Sun Tzu and the Project Battleground: Creating Project Strategy
using the Art of War, Palgrave Macmil lan, 2004;

• The Bending Moment: Energising Corporate Strategy, Palgrave
Macmil lan, 2005;

• Corporate Social Responsibility: Balancing Tomorrow’s Sustainability
with Today’s Profitability, Palgrave Macmi l lan, 2006.

About the author

vi i i



Acknowledgements

The author woul d l ike to acknowl edge and extend appreci ati on to those
col l eagues, em pl oyers, custom ers and suppl i ers who throughout his
career have provi ded input to the l earning experi ence and provi ded
m any chal l enges, whi ch have contributed to the thinki ng behind thi s
book. A special thanks to the Institute for Col l aborative Worki ng (I CW)
(form erl y PSL) Executi ve N etwork for providing a broad range of inputs
to the devel opm ent of CRAFT, whi ch was the foundati on for
BS 1 1 000-1 : 201 0. Thanks al so to fel l ow com m i ttee m em bers who
brought thei r expertise and worked hard to devel op the standard
al ongside the BSI standards team . And a special thanks to those
organi zations who provi ded case studi es whi ch add great practi cal insi ght
to the val ue of the standard.

i x



Preface

The benefits of a collaborative standard

There can be few executi ves or senior m anagers in the gl obal busi ness
com m uni ty who woul d not recogni ze the i m portance of rel ati onshi ps as
a key ingredient for success, whether these rel ati onshi ps are with
consum ers, busi ness custom ers, key suppl iers, busi ness partners or
i nternal l y across l arge organi zations. These rel ationships are a criti cal
success factor but al so a m aj or source of ri sk, where the benefi ts and
chal l enges of i nterdependency need to be recognized to underpin
sustainabl e busi ness. The concept of worki ng in col l aboration i s
recognized for its contri bution to both the effecti veness and effi ciency of
these rel ationships.

I f you ask any group of busi ness peopl e how effi cient they bel ieve their
own organization is, the response is frequentl y: ‘Lower than 70 per cent’.
I f you then consi der two or m ore organizati ons worki ng together, the
potenti al to enhance perform ance is easy to see. Col l aborative working
sounds worthwhi l e, but the chal l enge i s to harness and depl oy this
approach where i t can add val ue to the busi ness. The potenti al im pacts
(both posi tive and negati ve) of rel ati onshi p m anagem ent are significant,
but often the topic is not regarded as a m ainstream i ssue for m arket
devel opm ent or ski l l s enhancem ent.

Col l aborative working i s not new, but to a l arge extent i t has been
organical l y im pl em ented as an adj unct to tradi tional busi ness m odel s.
Evi dence from across al l sectors of industry identifies the potential
com m ercial benefits and effi cienci es of col l aborati ve worki ng for
com panies l arge and sm al l , rangi ng from £ bi l l ion cost savi ngs to £1 00 K
operati onal im provem ents by working in a m ore i ntegrated way.

Whi l e the fundam ental s of col l aborati on m ay be understood, the tim e is
now right to m ore effectivel y harness the benefits and m ove these
concepts from ad hoc approaches to m ainstream business operations. The
pressures of econom i c stress, increased com petiti on and dem and for
greater effici ency present a signifi cant chal l enge to organizati ons in both
the publ i c and pri vate sectors. To accel erate engagem ent, a com m on
l anguage and structure through a recogni zabl e standard provi des the
pl atform on whi ch to bui l d m utual l y benefici a l rel ationships i n a rapi dl y
expanding and changing busi ness environm ent; thi s can be i ntroduced at
every l evel of the trading spectrum from sm al l to m edium enterprises
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(SM Es) to m ul tinati onal corporati ons and governm ents. We are seei ng the
creati on of new tradi ng m odel s whose success is l argel y dependent on
the abi l ity of diverse organizati ons to work together. This new econom i c
age, usi ng the connecti vity of technol ogy, al so needs to em brace the
cri tical i m pact of rel ati onshi ps to achi eve its goal s.

The next decade – and beyond – offers a com pl ex and changing vi sta of
rel ationship chal l enges as gl obal izati on and technol ogy draw the busi ness
worl d cl oser, whi l e increasi ng the ri sk of confl ict on m any l evel s. There i s
cl earl y a significant rol e for rel ationship m anagem ent: it m ust focus on
qual ity in m aintai ni ng perform ance of peopl e and products, together
wi th supporting the organizati onal change that wil l be necessary to
del iver the new busi ness m odel s.

BS 1 1 000-1 : 201 0 provides a pl atform to bui l d capabi l i ty i n a changing
worl d. I n this dynam i c envi ronm ent, agi l i ty, fl exi bi l i ty and col l aborati on
are key ingredients to m ai ntai n com peti tive advantage. Adopting a
structured approach wi l l accel erate engagem ent and effectiveness.

Davi d E H awkins

NOTE Al l tabl es, charts and m odel s contai ned in thi s book, unl ess
otherwi se stated, are incl uded courtesy of M i das Projects Li m ited and
shal l not be reproduced wi thout prior written agreem ent.
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Introduction

Aim of this book

The aim of this book is to introduce readers to a broader perspective of
relationship management (col laborative working) and to encourage
senior executives to consider how their organizations can better exploit
i ts potential . The emergence of the national standard BS 1 1 000-1 : 201 0,
driven by both UK and multinational organizations, provides a
foundation to take advantage of the benefits of working with external
organizations to bui ld alternative business models. Companies that
combine resources and capabi l ities can develop new competitive and
cost-effective value propositions, reducing operating costs and risk whi le
enhancing market competitiveness.

The approach in this book is to investigate col laboration from three
perspectives:

• Why? Looking at the benefits of a col laborative standard,
opportunities and risks in the context of col laborative working and
how this can support a business development strategy that positions
relationships to maximum effect;

• How? Exploring the benefits, structure and implementation of
BS 1 1 000 to provide a robust framework for col laborative working to
ensure a sustainable business;

• Where? To explore the potential appl ications of the approach in
ensuring the creation of business value.

BS 1 1 000 provides a platform to bui ld capabi l ity in a changing world. This
book has been created to help those seeking to enhance their
col laborative capabi l i ty and establ ish the foundations to meet the
chal lenges of the 21 st century. The intention of the book is to help
readers to understand what makes some col laborations work and not
others – up to 80 per cent of al l col laborations fai l because of unclear
expectations and undefined business processes that did not create an
effective environment for col laboration.

Who is this book aimed at?

This book should be of value in particular to those whose remit is to
develop and manage stakeholder relationships either within large
multinational organizations or external to those organizations. The job
functions of marketing and procurement in particular should benefit
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from the subject m atter but i t shoul d al so be of i nterest to al l those at
director l evel i n l arge organizations that requi re a m ore structured
approach to rel ationship m anagem ent.

About BS 1 1 000: the benefits of a collaborative standard

Col l aborati ve business rel ationships have been shown to del iver a wi de
range of benefits, which enhance com petitiveness and perform ance whi l e
addi ng val ue to organizations of al l sizes. The publ i cation of BS 1 1 000 is
a l andm ark for busi ness. I t is the fi rst national standard in the worl d to
address col l aborative business rel ati onshi ps. The structure of the
fram ework is drawn from practi cal experience, which has been
establ i shed over 21 years of invol vem ent in rel ationship m anagem ent. I t
does not represent a one-size sol uti on, but rather provides a consi stent
fram ework that can be scal ed and adapted to m eet parti cul ar busi ness
needs. Col l aboration between organizati ons m ay take m any form s from
l oose tactical approaches through to l onger-term al l i ances or j oi nt
ventures.

BS 1 1 000 does not enforce a singl e rig i d approach but focuses on
providing a fram ework that can com pl em ent existing approaches, where
these are al ready i n pl ace. I t recognizes that every rel ationship has i ts
own uni que considerati ons whi l e achievi ng a range of benefits as shown

Figure 0.1 – Impacts of BS1 1 00
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i n Figure 0.1 . For those organizati ons wi th wel l -establ i shed processes the
framework provi des a com m on l anguage that can aid i m pl em entation
and engagem ent. For those starting out on the j ourney, the fram ework
creates a road m ap for devel opm ent.

The adoption of any standard has to be bal anced agai nst the val ue that
i t can del iver to the organizati ons that choose to adopt it, whether this is
for im provi ng internal perform ance or to enhance confi dence in the
m arket. In thi s respect BS 1 1 000 i s no different from other internati onal l y
recognized standards such as I SO 9000. The BSI certi fi cation program m e,
l aunched i n Apri l 2009, establ ishes a m easurabl e independent assessm ent
for internal benchm arking of conti nuous i m provem ent and peopl e
devel opm ent, together with i ndependentl y val idated pan-industry
recognition of an organizati on’s col l aborati ve capabi l ity in the
m arketpl ace. At a m ore detai l ed l evel som e of the benefits al ready
recognized by m ul ti national organizations i ncl ude:

• 20 per cent reducti on i n operating costs;
• i m proved ri sk m anagem ent;
• 1 5 per cent savi ngs through suppl y chain aggregation;
• i m proved del ivery perform ance;
• enhanced investm ent.

The standard creates a robust fram ework for both the publ ic and pri vate
sector, provid ing a neutral pl atform for effective m utual l y benefici a l
col laborative program m es. Its core val ue i s com m onal i ty of l anguage and
appl i cation between del ivery partners. This l eads to im proved i ntegration
and acts as a bridge between cul tures to form partnerships by reduci ng
confusi on, providing confi dence to partici pants and providing a
foundation for innovation. As it was devel oped through pan-industry
i nput it is not sector-specifi c; i t provides a basis for broader adoption and
engagem ent, a com m on foundati on for devel oping repeatabl e m odel s to
enhance com m unicati on and engagem ent.

The standard is a basis for benchm arki ng the col l aborati ve capabi l ity of
organizati ons (both i nternal l y and external l y) through BSI independent
assessm ent, enhanci ng partner eval uation and sel ection together with
establ ishi ng m arket di fferentiati on. I t creates a focus to prom ote
custom er confidence and m ore effecti ve j oi nt ri sk m anagem ent, whether
rel ated to the chal l enges of specific program m es or to the rel ati onshi p
aspects of col l aborati ve worki ng. It reduces the l ikel ihood of
m isunderstandings or a m i sm atch of obj ectives, constrains hi dden
agendas and reduces the probabi l ity of confl i ct.

The standard’s structured approach faci l i tates integrati on of col l aborative
working wi thin operati onal procedures, processes and system s. Thus i t
establ ishes m ore effecti ve governance; i t al so speeds the devel opm ent of

Introduction

xi v



a basel i ne to support resource devel opm ent and trai n ing, which i ncreases
an organi zation’s col l aborative capabi l i ty to enhance the ski l l s and abi l i ty
of personnel .

In short, BS 1 1 000 is a fram ework that wil l prom ote better engagem ent
and effecti veness through strengthened business processes, whi l e
im provi ng risk m anagem ent, enhancing dispute resol uti on and provi di ng
a basi s for ski l l s devel opm ent. M ost i m portantl y of al l , i t im proves the
potential for sustainabl e rel ati onshi ps that del iver val ue.

BS 1 1 000 i s the worl d’s first col l aborative busi ness rel ati onshi ps
standard, which has been devel oped from pan-industry best
practi ce, recogni zing the growi ng use of al ternati ve business
m odel s such as outsourci ng, al l i ances, partnerships and consorti a. I t
can be depl oyed i n any busi ness context where successful
perform ance depends on strong rel ati onshi ps and expl oits the
capabi l iti es of two or m ore organizati ons worki ng i n an i ntegrated
m anner.

The standard i s unique i n that i t has an eight-stage l i fe cycl e
approach for strategic devel opm ent, engagem ent and m anagem ent
of busi ness rel ati onshi ps from concept through to di sengagem ent.
I ts sector-neutral positioning provides a practical m odel . I t i denti fi es
the key principl es that organi zations shoul d adopt to effectivel y
bui l d m ore sustainabl e rel ati onshi ps that del iver perform ance,
i nnovati on and create val ue for the parties invol ved. Its core
benefits i ncl ude:

• efficiency improvement: where organi zations’ business
objecti ves rel y on i nterdependent partners worki ng together to
achieve resul ts, which i n turn rests on thei r abi l i ty to j ointl y
create a seam l ess del ivery process;

• greater effectiveness: by working together, organizations are
abl e to share knowl edge and experi ence to focus thei r
resources on reducing waste and dupl i cati on of effort;

• improved engagement: where custom er requirem ents or
m arket val ue proposi tions requi re the com bi ned capabi l ities of
one or m ore partners, their j oi nt success rel ies on com m itm ent
to com m on obj ectives and thus speed of i m pl em entation;

• cost reduction : where organi zati ons are j oi ntl y engaged in
devel oping and del i vering objecti ves, the standard provi des a
practi cal approach to creating a shared environm ent that
al l ows costs to be optim i zed or el im i nated through
rational ization;

• improved risk management: where interdependent
rel ationships are cruci al in m eeting business obj ectives there are
si gni fi cant ri sks. The structured approach to identifying and
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m anagi ng these rel ationships reduces the risk of fai l ure whi l e
creati ng a focus for joint m anagem ent of ri sks;

• enhanced performance: by establ ish ing an open and
trust-based joint working environm ent based on a com m on
fram ework, organizati ons are abl e to share capabi l i ty,
knowl edge and experi ence to adopt i nnovative approaches that
rem ove constrai nts on perform ance;

• foundation for skil ls development: as organi zati ons seek to
bui l d al ternati ve business m odel s such as outsourcing, al l iances,
partnerships and consortia there is a greater need to devel op
ski l l s and com petenci es. The standard creates a stabl e pl atform
to focus staff devel opm ent program m es.

• improved systems and processes: to expl oit the benefits of
col l aborati ve worki ng, the standard provides a structured basi s
for i ntegrating the key el em ents of best practi ce into
operational processes and system s. This provi des the tri ggers
and governance for m ore effective col l aborati on;

• consistency of approach : depl oym ent ensures that best practice
is em bedded i n the organizati on. Thus effective operation is
not sol el y dependent on i ndi vidual s who m ay over tim e be
repl aced because of their career devel opm ent;

• sustainable strategic relationships: adoption of the standard
provi des a pl atform for the benefi ts of col l aborative working
rel ationships to be devel oped and sustained over tim e, whi ch
m axim izes their val ue.

How to use this book

This book provi des the reader wi th a route m ap to successful
col l aboration. As outl i ned at the start of this chapter, it is organized i n
three parts, each wi th a di fferent perspective: why, how and where.

Part 1 : Why? This part expl ai ns why rel ati onshi ps are im portant; outl i nes
the growth of col l aboration and i ts m ain characteristics; exam i nes ri sk
and rel ationships; d i scusses the im pact of organizati onal cul ture; expl ains
how trust i n col l aborative rel ati onshi ps i s devel oped; describes the
chal l enges of l eadership i n a col l aborative setti ng; and discusses how
rel ati onshi ps shoul d be positioned for m axi m um benefi t. Checkl ists at the
end of each chapter in thi s part hel p you to i dentify your organi zation’s
readi ness to m ove forward; they are drawn from BS 1 1 000 checkl ists.

Part 2: How? Thi s part provides a practical step-by-step route m ap to
i m pl em entation of the standard. I t i ntroduces BS 1 1 000, expl ains how to
raise awareness of the business case and benefits of BS 1 1 000; descri bes
how to obtain the requi red organi zati onal knowl edge; di scusses internal
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assessm ents of readiness to adopt the standard; advises on partner
sel ection; di scusses the practi cal i ti es of working together; and hi ghl ights
the i m portance of an exi t strategy. Key m essages and checkl ists are
provided at the end of each chapter i n this part.

Part 3 : Where? Thi s part expl ores the vari ous ways in whi ch col l aborati ve
arrangem ents can add val ue, both now and i n the future. I t d iscusses
custom er engagem ent, suppl y chains, outsourci ng, col l aborative
contracti ng, al l iance m odel l i ng and col l aborative m aturi ty. Subsequent
chapters i n this part expl ore new scenarios for col l aboration: m ergers and
acqui si tions; SM E col l aborative cl usters; col l aborati ng for sustainabi l i ty;
and the third sector. Thi s part concl udes wi th a forward l ook to the
future of col l aborati on.

Introduction
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PART 1 : Why?

Chapter 1 – The importance of relationships

Thi s chapter expl ains the im portance of rel ationships in
busi ness as a cruci al aspect of sustainabl e success. M ost peopl e
in the busi ness com m unity (both publ ic and private sector) wi l l
appreci ate that rel ationships are central to devel oping,
perform ing and m ai ntain ing effecti ve operations. I t is the
interacti on of rel ationships between organizati ons that creates
the dynam ics of business.

Business rel ationships are often gi ven l ower priori ty than processes and
system s, on the assum ption that indivi dual s al ready have the ri ght
characteristics for devel oping and sustain ing good rel ati onshi ps. In m any
cases key rel ati onshi ps are l inked to peopl e and do not take account of
the overarchi ng cul ture of the com pany. But can organi zati ons afford to
have such a critical aspect of success l eft sol el y to i ndi vidual s or shoul d
rel ati onshi p m anagem ent be em bedded i n their operations?

Operational perform ance i s often separated from either custom er or
suppl y engagem ent, due to pol ici es and processes. Front-l i ne support wi l l
often be establ i shed and m easured against servi ce l evel perform ance
rather than outcom es. Thi s focus on contractual com pl iance i n
i ntercompany rel ationships creates a cul ture that i s based on ‘contracting
for fai l ure’ where the foundation i s to establ i sh the boundari es for
potential fai l ure and l itigati on. And a focus on processes wi l l
i nadvertentl y create negative com pl iance, where adherence to
procedures overri des outcom es.

Effective risk m anagem ent has al ways been a m ajor considerati on for
business, where the devel opm ent of val ue propositions i s accom panied by
appropriate risk m i tigati on. But i t i s rare for busi nesses to real ize that
rel ati onshi ps are perhaps one of the princi pal ri sks that they m ust
m anage. In the l ast decade or two there has been a signifi cant shi ft
towards al ternative busi ness m odel s such as outsourcing, al l i ances,
consorti a, partnerships and j oint ventures focused on devel opi ng
i ntegrated sol uti ons. These com pl ex business m odel s encom pass a hi gh
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degree of interdependency where successful outcomes depend on the
abi l i ty of organizations to work in an integrated way. The vulnerabi l i ty of
these ventures is frequently due to their fai lure to bui ld effective
relationships.

Customers today are seeking to divest themselves of non-core activities,
or obtain more complex solutions, through outsourcing programmes that
frequently have a direct interface with end-users or consumers. Supply
chain performance and dependabi l ity have become an integral aspect of
performance; third parties are now a critical aspect of bui ld ing value
propositions. Many organizations claim to be total ly focused on customer
satisfaction with supply chain management that is developed around
bui ld ing robust relationships. However, the chal lenge for these
organizations is to evaluate how their approach to performance works in
practice and the incentivization schemes they deploy to motivate their
personnel , which may be less about bui ld ing relationships and more
about short-term gains. The problem is compounded when organizations
work together: many organizations operate at less than 70 per cent
efficiency and when working together with others their effectiveness is
reduced further. Despite the advances of technology, it is sti l l people that
make an organization function; it is reasonable to assume that the
relationships they form are a critical success factor that is important to al l
stakeholders.

Key corporate issues for relationship management

The fol lowing section highl ights some of these aspects in more detai l ,
with a view to chal lenging the reader to consider whether their
organization has the appropriate corporate focus on its relationship
management capabi l ity.

Strategy and leadership

Col laboration wi l l make a business strategy vulnerable if the strength of
relationships and organizational or cultural compatibi l i ty are not
considered adequately, thus putting business propositions in danger of
fai lure.

Risk management

Risk is most often categorized by financial , performance, safety and
external events, whether natural or social /pol i tical . Yet the most l ikely risk
for any business is the breakdown of relationships with customers,
partners or suppl iers.

PART 1 : Why?
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Value creation

Effective rel ati onshi ps are crucial to unl ocking the potenti al withi n the
val ue chai n. But organizati ons frequentl y ignore the hi dden benefits of
sharing process im provem ents, ski l l s devel opm ent, product enhancem ent
and perform ance towards overal l com peti tiveness.

Knowledge management

At the heart of m ost rel ationship i ssues is the concept of ‘knowl edge is
power’ . This is the m ai n barri er to benefi ting from the val ue of
interaction between organizati ons; it is a fai l ure to bui l d up a l evel of
trust to ensure that knowl edge is expl oited for m utual benefit.

People, behaviours and trust

The chal l enge i n al l business rel ationships is peopl e and how they are
m anaged, m easured, incenti vized and rewarded. Despite organizations
investing in ski l l s devel opm ent program m es and cul tural in itiati ves, the
confl i ct of pol ici es and process wi l l drive i ndi vidual s to adapt thei r l evel
of com m i tm ent, enthusiasm and engagem ent.

Internal relationships

Internal boundari es and divi sions m ay not onl y i m pede external
rel ationships; they al so have the capaci ty to underm i ne col l ective
perform ance through incom pati bl e agendas and perform ance criteri a.
The way i n whi ch indivi dual el em ents of a busi ness are m easured wil l
have a si gni fi cant im pact on how these el em ents work together as a
whol e. And as business ventures becom e m ore com pl ex, so their i nternal
capacity to harm onize cross-functi onal acti vities faces i ncreased pressure
and stress on overal l perform ance.

Relationship management engagement areas

In hel pi ng organi zations to integrate, these key princi pl es are com m on
across m ost types of busi ness rel ationships. I t i s equal l y i m portant to
consider these im pacts i n a vari ety of trading, operational and business
environm ents. In doi ng so it is hoped that the reader wil l start to
consider where a m ore integrated col l aborati ve approach (and perhaps
the appl i cation of BS 1 1 000) coul d bri ng additional val ue or securi ty to
their projected outcom es. These pri ncipl es are addressed in greater detai l
in Part 3.

Customer engagement
The chal l enge i s to be recogni zed as a preferred provi der in the rel evant
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sector or service. As custom ers’ needs becom e m ore com pl ex, so the need
for both hori zontal and vertical rel ationships becom es a cruci al el em ent
of success.

Supply chain optimization
I t i s com m on to fi nd 50 per cent to 80 per cent of operational cost being
channel l ed through the suppl y chain; with such a high cost, suppl i er
devel opm ent and i ntegrity is a cri ti cal d i m ension i n term s of
competi tiveness and perform ance.

Outsourcing
Outsourcing approaches have becom e an accepted aspect of business,
which m eans that external organi zati ons are m ovi ng i nside operati onal
boundari es or firewal l s to becom e part of the overal l del i very process.
These provi ders’ rem ote l ocations m ean they are not physi cal l y absorbing
the custom er’s ethos or cul ture and m ay be operati ng with di fferent and
confl icti ng val ues.

International relationships
Operating across nati onal boundaries increases com pl exi ty; those who
operate in a gl obal m arket wi l l be acutel y aware of the chal l enges
thrown up by cul tural d ifferences, whether nati onal , regi onal or
corporate. Differences i n national traits are hi ghl ighted and i t takes ti m e
to bui l d effective rel ationships that real l y del iver.

SME collaborative clusters
For sm al l to m edium enterprises (SM Es), com petiti on and an i ncreasi ng
focus on econom i es of scal e has widened the gul f between the
m ul ti nati onal s and the sm al l er l ocal com pani es. Col l aborative cl usters of
SM Es are form ing, to enabl e them to com pete with the l arger com pani es.
They are taking advantage of the opportuniti es and benefits that m ay be
expl oi ted through col l aborati ve approaches to create com petitive edge.

Corporate social responsibi l ity
There can be few board m eetings today that do not address thei r current
corporate social responsibi l i ty (CSR) profi l e. There i s a difficu l t bal ance
between the corporate dri vers of com petiti veness, sharehol der val ue and
sustainabi l i ty. The practical im pl ications of ignoring sustai nabi l i ty i ssues,
ei ther di rectl y or i ndi rectl y, together wi th the pressures of bal anci ng the
demands of regul ators, custom ers, consum ers and pressure groups, has
becom e very com pl ex. Today CSR em braces corporate governance, ethical
trading, hum an ri ghts, envi ronm ental im pact, and regul ati on etc.

Partnerships, al l iances, consortia and joint ventures
The bl endi ng of different business processes, cul tures, incentive schem es
and perform ance m easurem ent across a chai n of partners (or other
al l i ances) can create potential confl i ct and l ost effici ency. Rel ati onshi ps
becom e a critical aspect of their potential for success.
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Mergers and acqu isitions
M ergers and acquisiti ons depend on operational fit and al so on the
abi l i ty of organi zati ons to harness and optim ize thei r com bi ned
capabi l i ty. Whi l e m ergers and acqui sitions are arguabl y the quickest way
to grow a com pany they can be ri sky, when consideri ng the investm ent
and rati onal i zati on cost. Anecdotal evi dence suggests that 85 per cent of
m ergers and acqui sitions are fai l ures; an im portant aspect that is m i ssi ng
is anal ysi s of the organi zati ons’ cul tural com pati bi l i ty in thei r approach to
rel ationships to drive success.

Third sector
For m any years the vol untary (thi rd) sector has been providi ng services,
whether for social outcom es or em ergency rel ief. M ore recentl y
governm ents have taken a m ore proacti ve approach i n seeki ng to harness
the ski l l s and resources of vol untary organi zations. Rel ati onshi ps between
l ocal governm ent, i ndustry partners and the vol untary organi zations wil l
need to be devel oped to avoid potenti al cul ture cl ash, because the
m oti vations and pri nci pl es of each can be very di fferent.

Developing relationships

Rel ati onshi ps of any ki nd have a l i fe cycl e; to m axi m i ze the benefits i t i s
im portant to consider the l onger-term i m pl i cati ons of our acti ons on the
val ue-creating potential to del iver im proved perform ance. This can be
considered at three l evel s: the strategic intent, the engagem ent process
and the ongoing m anagem ent. Every rel ati onshi p is d ifferent, whether
verti cal or horizontal ; however, the key issues wi l l be com m on to m ost. I t
is these key factors that BS 1 1 000 captures and thus provides a com m on
and consi stent foundati on for col l aboration. Establ i sh ing the right
pl atform on which to create a rel ationship i s crucial ; whi l e there is cl earl y
a need for a contract i t i s equal l y i m portant to jointl y set out an
appropri ate governance m odel that wi l l support col l aborative working.
Tabl e 1 .1 h ighl i ghts som e of the posi tive and negati ve im pacts on
rel ationships.

Table 1 .1 – Positive and negative impacts on relationships

Positive contributors to collaboration Negative contributors to
collaboration

Executi ve sponsorship
Com m i tted l eadership
Earl y stakehol der engagem ent
I ntegrated pl anning
J oi nt governm ent structure
Open book (if appropri ate)
Cl arity of objecti ves

Poor behaviour m anagem ent
Lack of stakehol der
com m itm ent
Lack of partneri ng ski l l s
Lack of m anagem ent support
Lack of strategic di recti on
Poor upfront pl anni ng
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Rel ati onshi p m anagem ent pl an
G ood com m unicati on at al l l evel s
J oint ownership of success
Behavi oural charter
J oint risk m anagem ent
Effective i nform ati on sharing
Earl y integrati on of processes
J oint ski l l s devel opm ent
J oint change m anagem ent
Appropriate perform ance
measurem ent
Integrated conti nuous i m provem ent
Effective di spute m anagem ent
J oint exit strategy

Poor partner eval uation
Fai l ure to address cul tural
d ifferences
Lack of shared goal s
Poorl y defi ned m easurem ent
Lack of benefi t anal ysis
H i gh focus on ri sk transfer
H i dden agendas
Poor com m unicati on
Ineffective di spute resol ution
Lack of exi t strategy
N egati ve approach to contract
Lack of i nnovati on

M ost rel ationships are m ul tid i m ensional . They need to be recognized for
the val ue they bri ng and the potential risk that em erges from fai l i ng
rel ati onshi ps. M ore im portantl y, as al ternati ve business m odel s are
devel oped it i s essential that they are bui l t on a structure that pl aces the
rel ati onshi ps above the i ndi vidual and em beds rel ati onshi p m anagem ent
i n the organizati onal pol i cies, procedures and system s. It is therefore
i m portant to consi der what wi l l drive the success of rel ationships and
what m ay underm i ne them .

Evaluating relationship management initiatives

G iven thi s background, it is perhaps surpri si ng that the cri ti cal i ssue of
rel ati onshi ps is often l eft to the capabi l iti es of indivi dual s, rather than
adopted as a corporate ethos that em beds the appropriate characteri sti cs.
These observations prom pt a key questi on: if rel ationships are i m portant,
shoul d organizations be m aki ng greater stri des to devel op thei r profi l e,
structure thei r pol i cies and processes, and devel op the ski l l s of their
peopl e to drive m ore sustai nabl e business m odel s? Effecti ve rel ati onshi ps
wi l l not sim pl y happen because we want them to; they need to be
m anaged appropri atel y to ensure they are a factor for success and not a
cause of fai l ure.

Conclusion

Rel ationships are im portant, so it is unreal i sti c to assum e that such a
criti cal aspect can be l eft to chance. I t i s al so i m portant to understand
that whi l e organizati ons can try to project a parti cul ar ethos, they are
m ade up of peopl e and thus parti a l l y dependent on their peopl e. So
rel ati onshi ps cannot be l eft to l uck, nor can organi zations rel y on i ndi rect
activity to devel op the appropri ate behaviours to support that ethos. Far
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from being a side issue, relationships are a fundamental aspect of
business processes and a key factor in driving business success.
Organizations should understand the importance of relationships and
strive to embed both structure and leadership to exploit the potential
benefits.
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Checklist

The fol l owi ng checkl ist m ay hel p to raise awareness of rel ationship i ssues.
I denti fy the key i ssues that are appropriate to your business operations to
create a focus from your perspective as you m ove forward to the next
chapters. Your response wil l hel p you to consi der the next steps for
devel oping a structured approach for your organi zation.

Table 1 .2 – Initial relationship checklist

Initial relationship checklist Priority

Issue H igh Med ium Low

Strategy and l eadership

Risk m anagem ent

Val ue creation

Knowl edge m anagem ent

Peopl e, behaviours and trust

Internal rel ationships

Custom er engagem ent

Suppl y chain opti m izati on

Outsourci ng

International rel ati onshi ps

SM E col l aborative cl usters

CSR and sustainabi l i ty

Partnershi ps, al l i ances and j oi nt
ventures

M ergers and acquisiti ons

Third sector
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Chapter 2 – Collaboration

Col l aboration i s not new. H owever, bui l di ng on the princi pl e
that rel ationships in busi ness are a crucial aspect of
perform ance and success, organizati ons need to consider the
catal ysts required to devel op, prom ote, i m pl em ent and
m aintai n effective col l aborative practice. At the sam e tim e, they
wil l need to expl ore and eval uate the interdependence
between operational practices and the behavi ours that
underpin perform ance and outcom es. I n thi s chapter the aim is
to provide som e background thinking on the broader subj ect of
col l aborati on.

M any peopl e thi nk of col l aboration and partneri ng as ‘soft and fl uffy’
but have perhaps not understood the potential benefits or real
chal l enges. Som e bel ieve it is sim pl y a question of changi ng behavi ours,
whi l e others prom ote the view that dri ving operational process changes
wi l l enforce the ri ght behavi ours. The real ity i s that to expl oit the ful l
potential you m ust have an environm ent that fosters and supports i ts
effective adopti on and thus creates the ri ght behavi ours.

Term s l ike ‘corporate cul ture’, ‘ethos’ and even the ‘DN A’ of an
organizati on are heard frequentl y. I t m ight be reasonabl e to assum e that
the operati ng styl e of an organization is som ethi ng that is a resul t of
nature, not nurture. It shoul d be noted that real -l ife bi ol ogical DN A
evol ves sl owl y over tim e and is a rel ati vel y static fram ework. The cul ture
of an organi zation (‘the way we do thi ngs round here’), on the other
hand, i s m ore l i kel y to be a product of i ts m anagem ent structure and
nati onal identi ty, whi l e the ethos (the com pany val ues) i s far m ore l ikel y
to be driven by those i n authority through governance. An organizati on
can vary based on how it is m anaged, al l of which i nfl uences the peopl e
that it em pl oys to m eet its obj ecti ves. So the debate continues: is it
nature and absorpti on or process and governance that form ul ate the
col l aborative profi l e and capabi l i ty of an organi zation to i nfl uence the
behaviours of its personnel ?

There are m any books and papers on the subject of partnering and
col l aboration, which m ay be useful for those who seek to broaden their
understanding. Each reference source hel ps to focus on one or m ore
aspects and benefi ts. This was a key aspect of the research paper Vision
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2010 publ ished by PSL1 i n 1 999, whi ch focused on future suppl y or val ue
chains and supported the view that future com petitive edge woul d be
dri ven by harnessing the m ost powerful val ue network.

The growth of collaborative working

The concepts of col l aborati on, partneri ng and al l i ances have been around
for a l ong ti m e. H owever, depending on who you speak to across vari ous
sectors of industry, you m ay easi l y be convinced that col l aborati ve
working and partnering i s ei ther wel l establ i shed and del ivering resul ts
or, al ternati vel y, a concept of executive m anagem ent or m arketi ng
departm ent’s im agi nation. I n real ity nei ther i s whol l y true, though we
shoul d recognize that there have been m any exam pl es of good practice
and future practice, whi ch del iver si gni ficant val ue.

Col l aborative working i s not si m pl y about cutting cost, though cl earl y
that is a business im perative. I t offers enhanced capabi l ity to bui l d new
val ue proposi tions beyond the capabi l iti es of an indivi dual organizati on.
I t i s apparent from m any studi es that al l iances and partnering can be
rel ated to corporate val ue and perform ance, but the vast m aj ority are
regarded as having fai l ed – anecdotal evidence suggests m ore than
80 per cent. Various surveys al so suggest that organi zations that have
effecti ve al l iances dem onstrate higher returns on capital i nvestm ent and
share val ue. Thi s m ay be true in part, but perhaps better refl ects those
al l i ances wi th a unique sel l i ng poi nt that drives revenue.

Research work resul ti ng i n the publ ication of Future Connections l ooki ng
at business in 20202 identi fied the trend towards greater rel i ance on
al l iances, partnershi p and col l aborati ve networks. Subsequent work
focused on the l ack of ski l l s devel opm ent to m anage in thi s arena and
the wi de vari ety of approaches offered to hel p organizations bui l d these
col l aborati ons. The obvi ous outcom e was the need to create a degree of
uni form i ty through the devel opm ent of a standard fram ework, whi ch
coul d address the key princi pl es, accel erate engagem ent and provi de a
structure for ski l l s devel opm ent.

1 PSL (Partn ershi p Sou rcing Lim ited): N ow known as the I nsti tu te of Col l aborative Worki ng :

www.instituteforcol l aborativeworkin g.com
2 www.uci sa.ac.uk/~/medi a/groups/ssg /PAS1 1 000/future_conn ecti ons2020% 20pdf
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Network Rail – case study

The rai l i ndustry has been chal l enged to del iver greater val ue for
m oney. The Rai l Val ue for M oney review (Realising the Potential of
GB Rail) l ed by Si r Roy M cN ul ty, publ i shed in M ay 201 1 , i denti fi ed
greater col l aborati on between organi zations withi n the i ndustry
(am ong other thi ngs) as bei ng one of the m eans of achievi ng thi s. In
addi ti on to em barking upon a program m e to work m ore
col l aborativel y wi th our custom ers, one of N etwork Rai l ’s other
strategi c objectives is to im pl em ent a partnering approach wi th our
suppl y chain to im prove l evel s of perform ance, i ntroduce greater
l evel s of innovation and del iver cost effi ciencies. Working m ore
col l aborativel y wi th our partners wi l l enabl e us to al i gn objectives in
pursuit of these goal s.

Del iveri ng si gni ficant and growi ng capital works program m es in a
safer, qui cker and m ore efficient m anner is a key corporate objective
and is an im perative, g iven the chal l enge l ai d out to the industry to
del i ver better val ue for m oney for the fare-payi ng passenger and the
taxpayer. The successful del ivery of these program m es depends on
the cri ti cal l ink between outcom es and the m eans of del i very.
Knowl edge and experi ence are essential , but it is through
col l aborative working that sound, cost-effici ent sol uti ons wi l l be
found. Worki ng together with our suppl iers, from the earl y stages,
wi l l enabl e us to overcom e uncertainti es and risks.

We i denti fi ed the adoption of BS 1 1 000 as a m eans of enabl ing
greater col l aborati on with our suppl y chain. In addition to
supporting the goal s of greater effi ciency outl ined above, other
identi fied objectives incl uded enabl ing the cul tural and behavioural
change associated with m ore col l aborative working and del i vering a
m ore consi stent m eans of engagi ng wi th our suppl y base.

Perhaps the singl e bi ggest benefit of worki ng to BS 1 1 000 that we
have found i s the requirem ent for greater structure and process i n
the m anagem ent of the rel ationship; this is som ethi ng that can be
descri bed as ‘havi ng di fferent conversations’ from those that woul d
norm al l y be the case for traditi onal contract m anagem ent. The
requirem ent to focus on conti nual im provem ent and dem onstrati ng
val ue through the col l aboration, rather than onl y m eeti ng the
project outputs, has hel ped to create a focus on the effecti veness of
the rel ationship for our project team s and its overal l contri bution to
success.
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One of the m ajor benefi ts to date has been the sharing of
i nform ati on and knowl edge with key partner organizati ons who
have responded positi vel y to our pol icy to adopt BS 1 1 000 as they
em bark upon thei r own j ourneys to certifi cati on. This
knowl edge-shari ng process has al ready faci l i tated the sharing of best
practice col l aborative worki ng from other i ndustry sectors. Such
l earning represents a key dri ver in our own conti nual im provem ent
dri ve as we respond to the ongoing val ue for m oney chal l enge in the
rai l industry.

N ei l l Carruthers
H ead of Contracti ng Strategy, Investm ent Proj ects

Leadership and objectives

The rol e of l eadership i s cruci al in m anaging partneri ng, al l i ance or
col l aborative program m es where m arketing, sal es, operati onal
perform ance and del ivery processes cross organizational boundari es. The
potential power of cross-organi zational col l aborati on is param ount, but
m ore im portantl y there is the need for cl ear and concise obj ecti ves.
Devel oping an effective team focus is a chal l enge in m ost business
environm ents; but where the traditi onal com m and-and-control structure
i s repl aced by cross-functional operati ons, the coordi nation and direction
of activi ti es i s even m ore com pl ex and one where m otivati on and
i nfl uence are vital to success. I t is frequentl y, however, the singl e m ost
com m on point of fai l ure. Where com pl ex rel ationships are dri ven and
sustained by seni or indivi dual s on ei ther si de of these rel ationships they
are particul arl y vul nerabl e when faced wi th a departure on ei ther si de.
M aki ng the shift from a tradi ti onal ‘m aster and servant’ rel ationship to
co-creators often dem ands both organizational and personal real i gnm ent
of thinking and fostering internal col l aboration to m aintai n the focus on
objectives and outcom es.

The confl icts of behaviours and policy

The hi storical approach to m any of these i nterface chal l enges has been to
focus predom i nantl y on the behaviours of peopl e, to bui l d and m aintain
those rel ati onshi ps that are both cri ti cal and fundam ental to business
success. The chal l enge m any wil l have experi enced is that i nvestm ent i n
cul tural , behavi oural devel opm ent and train i ng in itiati ves i s often di l uted
or wasted when busi ness processes effectivel y m andate ‘business as
usual ’. I f the potential benefits of col l aborati on approaches are to be
real ized i t i s im practical to rel y on indivi dual s and i nform al absorption to
achi eve col l aborati ve worki ng behavi ours. Organizati ons need the
pol i cies, processes and system s to support robust and sustai nabl e
rel ati onshi ps that are l ess rel iant sol el y on charism atic cham pions.
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The potential confl ict between the demands of the organization and the
pressures on individuals as highl ighted in Figure 2.1 can foster an
environment that creates uncertainty and thus drives poor behaviours
and focus, leading to increased risk and poor performance.

Al l iances’ and partnerships’ relationships can involve both vertical and
horizontal col laborations. Meeting or creating market demand is the
essence of business success, and the right solution or value proposition at
the right time defines winners and losers. However, providing the right
solution at the right time is not enough for business success. A common
problem emerges when the euphoria of a business ‘win’ dissipates and
people have to get down to del ivering outcomes and meeting internal
pol icies, processes and performance measures.

Picking the right partners

What also becomes clear is that organizations, whether developing and
marketing a col laborative approach or seeking to find suitable

Figure 2.1 – Organizational versus ind ividual influences
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col laborative partners, wi l l need to l ook beyond traditional eval uation
criteri a and assess the fol l owing:

Attributes I n term s of how thei r busi ness operates and its pol ici es

Abil ity I n term s of thei r experi ence and/or capabi l ity to work
col l aborativel y

Attitude I n term s of an em bedded cul ture and ethos of col l aboration

Col l aboration draws its strength from the abi l i ty to work i n an open and
honest way to bui l d trust between both the organizati ons and the
i ndividual s invol ved. Trust is frequentl y seen as a prerequi site for
col laboration; however, trust cannot be contracted – i t m ust be
devel oped and nurtured over ti m e. To put thi s i n perspecti ve, consi der for
exam pl e that whi l e you m ay bui l d up trust with indivi dual s worki ng for
an organizati on it is m ore di ffi cu l t to adopt the sam e em pathy wi th thei r
organizati on.

An exam pl e m ight be a governm ent departm ent wi th i nfl uences that are
diffi cul t to predi ct or control . The prem i se i s that you can rel y on som e
i ndividual s and can bui l d up a hi gh degree of confidence and trust;
however, you recognize that their infl uence and authori ty have
boundari es beyond which they cannot control aspects of your
rel ati onshi p. On the other hand, consi der those organizati ons that have
such a reputation for custom er service that you woul d be wil l i ng to trust
any representative of that organization. I t is easy to see which of these
options presents the m ost attracti ve prospecti ve col l aborative partner and
which ideal l y refl ects the profi l e of your own organizati on. I t i s not
diffi cul t to assess which offers the m ost sustai nabl e rel ationship, whether
you are sel l ing your organizati on or l ooking to find a sui tabl e partner.

Integration of cu lture

The task of creating an i ntegration cul ture (e.g. a cul ture that accepts
i ntegration) is driven by pol i cies that the organi zation depl oys, both in
term s of operational effecti veness and throughout the sel ection,
devel opm ent and m anagem ent of the peopl e that represent the publ i c
face of the organization. I f col l aborati on i s to be adopted as a repeatabl e
busi ness m odel then it cannot be sol el y dependent on behavi oural
train ing, team bui l d ing or i ndi vidual ski l l s focusing on the ‘soft’ i ssues.
Col l aboration m ust be em bedded i n the governance and processes of the
organizati on, rei nforced i n every aspect of the business through pol icy,
process and system s. In the hi ghl y unusual case of the J ohn Lewi s chai n
of retai l stores, a l l their peopl e are partners i n the business and its
pri ncipl es were em bedded i n its arti cl es of i ncorporati on by its founder.
Few businesses wi l l have this benefit, but i t i s easy to recognize the
potential benefits of repl icating these drivi ng pri ncipl es.
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H ow peopl e are m anaged, targeted, m easured, i ncentivized and
rewarded has a m aj or infl uence on how they interface wi th others,
whether i nternal l y or external l y. I f there is a confl ict between the
col l aborati ve pri ncipl es being prom oted and how indivi dual perform ance
is eval uated, it is easy to guess which wil l have the dom inant i m pact.
Sim i l arl y, i f the processes by whi ch they have to operate are robustl y
structured and enforced but the business obj ectives do not cl earl y refl ect
a col l aborative approach, m ost em pl oyees wi l l quickl y revert to m ore
traditional ‘business as usual ’ approaches and take the l ow risk opti on.
So, despi te organizati ons investing in ski l l s devel opm ent program m es and
cul tural i n i ti atives, the confl ict wi l l force peopl e to adapt their l evel of
com m i tm ent, enthusiasm and engagem ent i n l i ne wi th M asl ow’s
H i erarchy3 or ‘what’s i n it for m e’.

Conclusion

The chal l enge i s how an organi zation can em bed and sustai n a
col l aborati ve approach, gi ven the vol ati l i ty of the m arket, the transi ent
nature of i ts peopl e, vari abi l i ty of ski l l s and experience and the hi stori cal
focus of expl oi ti ng trading rel ationships. I t was thi s di l em m a that was
instrum ental i n the creation of the worl d’s first nati onal standard,
BS 1 1 000, which woul d provi de a consistent m odel around whi ch
organi zations coul d bui l d m ore sustai nabl e rel ationships. There i s pl enty
of evi dence that col l aboration (i n whatever form ) can enhance
perform ance. The ri sk i s that if col l aborati on is adopted as a bol t-on to
existing business processes or the pri ncipl es of col l aboration are acqui red
through i nform al absorption, it is l i kel y to be deem ed a fai l ure – or
worse, be counterproducti ve i n the l onger term . The introducti on of
BS 5750 / ISO 9000 has dem onstrated what can be achieved i n term s of
qual ity and operational perform ance, so it is l ogical that if we are to be
m ore dependent on col l aborati on then the adopti on of a standard wil l
enhance operati onal consistency and perform ance. BS 1 1 000 offers
organi zations the opportunity to adopt a recognized m odel for bui l d ing
their col l aborati ve approaches. I t al so enabl es them to benchm ark
them sel ves against industry good practi ce, provi d ing the foundation for
devel opi ng sustai nabl e rel ationships to del i ver val ue-based perform ance.

3 M asl ow’s hi erarchy of n eed s: th eory i n psych ol ogy, proposed by Abrah am M asl ow in h is

1 943 paper A Theory of Human Motivation.
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Checklist

Tabl e 2.1 m ay be hel pful i n chal l enging your thi nking by scori ng your organi zation’s i ncl inati on to col l aborate.

Table 2.1 – Scoring your organization’s incl ination to collaborate

Organization 1 = strongl y di sagree, 6 = strongl y agree

The organi zati on has very wel l -defined contracti ng procedures 1 2 3 4 5 6

The prim ary focus is on profi tabi l i ty not perform ance 1 2 3 4 5 6

There are cl earl y defi ned rol es and responsi bi l i ti es 1 2 3 4 5 6

There are very tradi ti onal rel ationships with both custom ers and suppl i ers 1 2 3 4 5 6

The organi zati on’s goal s and obj ectives are cl earl y defined and m onitored 1 2 3 4 5 6

There i s a firm focus on the financial outcom es of al l acti ons 1 2 3 4 5 6

Personal perform ance i s fi rm l y structured i nto al l incenti ves and KPIs 1 2 3 4 5 6

Every m em ber of staff is em powered to m ake decisi ons wi thin thei r area of com petence 1 2 3 4 5 6

There i s a hi gh l evel of reporti ng withi n the organizati on 1 2 3 4 5 6

M anagem ent is very good at com m uni cations and shares what needs to be shared 1 2 3 4 5 6
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When things go wrong the organization looks to learn rather than blame 1 2 3 4 5 6

There are clearly defined objectives and responsibi l i ties 1 2 3 4 5 6

Management is always focused on why people don’t meet their objectives 1 2 3 4 5 6

There are clearly defined standards of behaviour 1 2 3 4 5 6

There is a good culture in supporting people who don’t meet their objectives 1 2 3 4 5 6
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Chapter 3 – Relationship risk and opportunity

Rel ationships are a fundam ental aspect of al l business acti viti es,
yet they are sel dom consi dered when assessing or m anagi ng
risks. The i nherent im pact i n fai l ing to m anage rel ati onshi ps
effecti vel y is l i kel y to be significant. In this chapter the focus
shifts to busi ness ri sk and opportuni ty and the i m pl i cati ons that
rel ati onshi ps have on business outcom es.

Risk pervades every aspect of busi ness, whether i nvestm ent, product
devel opm ent, operational perform ance, reputation or suppl y chai n. I t is
general l y accepted that the m ore risk that can effecti vel y be m anaged,
the greater the com peti ti ve advantage. Si m pl y seeking to transfer risk
wi l l frequentl y increase the potential l ikel ihood of risk occurri ng, when
the i ssues are outsi de the capabi l i ty or infl uence of those hol di ng the
responsi bi l i ty.

Risk is general l y categorized by financial , perform ance, safety and
external events, whether natural or social /pol i tical . The one aspect that is
sel dom m enti oned i n any ri sk bri ef i s that associated with rel ationships.
This shoul d rai se the concern of business l eaders, si nce the m ost l i kel y
fai l ure of any business acti vity wi l l com e from the breakdown of
rel ati onshi ps such as with custom ers, partners or suppl i ers. The frequent
assum ption is that focusing on contractual conditions and l i abi l i ti es pl aces
thi s ri sk i n a m anageabl e posi tion, but perhaps ignores the real i ty that
once the contract is invoked fai l ure i s l argel y assured.

Relationship risk

In m ost cases ri sk i denti fi cation i s dri ven by the percepti ons of the parties
invol ved. The issue of rel ati onshi p risk is pragm ati cal l y ignored on the
basis that we work with whoever we need to work wi th and they wil l
m anage their ri sks or those assi gned to them . Effectivel y m anagi ng or
m i tigati ng the im pacts of rel ati onshi p ri sk wi l l hel p to bui l d stabi l i ty and
drive success by cl osi ng the gap between assum pti on and actual ity – see
Figure 3.1 . Ri sk i nfl uences every aspect of the interaction between
organi zations and i ndi vidual s, affecti ng both engagem ent and
perform ance.
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Ri sk i s frequentl y addressed from an internal perspecti ve, based on
current knowl edge and often wi th a hi gh degree of subjecti ve
percepti on. U nderstandi ng the other party’s risk assum pti ons can hel p to
sm ooth the way. I t i s thei r percepti on of ri sk that col ours the way they
see your organi zation, which traditi onal l y l eads us towards ever m ore
compl ex contracti ng requi rem ents. I t i s perhaps worth consideri ng that
one of the m ajor U K construction projects, Term i nal 5 at London’s
H eathrow ai rport, attributed its success to the way i n which risk was
central l y m anaged, whi ch avoi ded indivi dual contractors continual l y
being focused on thei r own risks.

At an i ndi vidual l evel we each see ri sk i n a vari ety of ways and how i t
m ay affect us; our enthusiasm for col l aborati on wil l be strongl y
i nfl uenced by the way we percei ve i t. Organizati ons need to consider the
additi onal ri sks that i ntegrated rel ationships m ay i ntroduce, incl udi ng
aspects of busi ness continuity through interdependency and the
consequence of a fai l ure in the rel ati onshi p, together with the
i m pl i cations of reputati onal ri sk that com e wi th increased integrati on.

Ri sk i s both an opportuni ty and potential cause for fai l ure, so effective
risk m anagem ent is a cri ti cal consi deration. Thi s i s an accepted facet of
busi ness today, but the i m pl i cations of rel ationships are a si gni fi cant
factor i n the overal l assessm ent of ri sk and thus shoul d not be l eft to
percepti on – or worse, l eft to pragm ati sm at an i ndi vidual l evel to
provi de assurance of perform ance. M any organizations have

Figure 3.1 – Risk management
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com prehensive risk m anagem ent executives and team s with hi ghl y
sophi sti cated fi nanci al m odel l i ng tool s, safety program m es, i nsurance
portfol i os, actuaries and so on, trying to predi ct potential outcom es of
ri sk, both m an-m ade and natural , to devel op appropriate m itigati on
strategi es. What i s l ess apparent is the considerati on and understanding
of the i m pl i cati ons of business rel ationships and the inherent ri sk thi s can
introduce, or the opportuni ty for joi nt m i tigati on strategi es.

Business environment

As the business l andscape becom es m ore com pl ex and chal l enging, the
rel ationships between organi zations take on new and vari ed
configurati ons. Often organizati ons m i ss opportuni ti es by m ai ntain i ng
ri gi d ri sk boundari es between thei r i nternal functions; but as the m arket
profi l e changes, so the com pl exi ty of these rel ationships increases, which
generates a wider spectrum of risks that can be addressed through
proactive integrati on of ideas and ski l l s. The growi ng trends i n
gl obal ization and convergence i n m any i ndustria l sectors have expanded
the range of trading rel ationships, both verti cal l y and horizontal l y, wi thin
the val ue creati on process. I t i s becom i ng m ore frequent to see
com petitors worki ng cl osel y together i n specific ventures, as wel l as the
com pl exi ties of m ergers bri ngi ng together previous com peti tors into a
si ngl e organi zation. The pressure to im prove com petiti ve edge has
introduced a greater need to ensure that organi zations can work i n an
integrated way to m axim i ze potential benefits wi th vari ous partners (see
Figure 3.2). Integrati on has becom e a chal l enge for m any business
operations. Often m ul tipl e enti ti es are l i nked withi n the val ue chai n,
which has evol ved into a rel ationship m atrix to create val ue and m anage
som e aspects of risk whi l e introduci ng new risks as a resul t of integrated
rel ationships.

There can be few business ventures today that are not di rectl y infl uenced
by the spread of gl obal ization. The m ul ti di m ensi onal nature of the gl obal
l andscape creates an environm ent that generates an ever-i ncreasing
profi l e of risk that m ust be addressed. The im pl icati ons for organi zations
are far-reachi ng; they necessi tate an increasi ng focus on ri sk m i ti gation
and m anagem ent to ensure successful outcom es from business ventures.

Risk and integration

I t i s d ifficu l t to consi der any business interface where rel ati onshi ps do not
pl ay a significant part. As a business seeks to enhance i ts posi tion or
responds to the dem ands of the m arket, it creates an extended network
of rel ationships, whi ch interact to affect perform ance. In these integrated
approaches they create an envi ronm ent where the potential benefits are
often constrai ned by the ri sk profi l e.

Chapter 3 – Relationship risk and opportunity
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Customers
As the demands of customers increase, so the pressure to perform both
directly and through extended enterprises becomes more chal lenging and
thus increases the risk of ‘fai lure by association’ when offering integrated
solutions.

Consumers
Today’s consumers are better informed than ever before and now look
for competitive products and services, but they are also attuned to the
broader profi les of corporate responsibi l i ty.

Supply chains
Global sourcing has provided increased competitiveness and choice;
however, these extended supply routes introduce vulnerabi l i ty to
continuous supply.

Outsourcing
Outsourcing has offered many organizations considerable competitive
edge but this opens up the impacts of third party performance on
customers and consumers.

All iance partners
Demand for integrated solutions increases the potential for integration
of disparate organizations, creating ‘go to market’ al l iances that are
dependent on their cohesion.

Figure 3.2 – identifying partners
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Mergers/acqu isitions
The increasi ng num ber of fai l ed m ergers and acquisi ti ons prom pts
m anagers/i nvestors/bankers to l ook beyond technical and fi nanci al
m odel l i ng to assess effecti ve integration.

Consortia/joint ventures
Devel opi ng m ul ti faceted consorti a or creating speci al purpose vehicl es
(SPVs) dependent on the strength of rel ationships in bui l di ng uni form
robust enti ties.

Academic research
Expl oiting the power of academ ic research and drawi ng on a broader
industry com m uni ty. The trend i s towards m ul ti -instituti onal research
program m es where historical l y independent and successful outputs carry
si gni ficant rel ationship ri sk.

Research and development (R&D)
The high cost of R&D has over the past decade encouraged m any
organi zati ons to seek m ore shared approaches where sound rel ationships
and cl ari ty of purpose are cruci al i ngredi ents for success.

Public sector delivery
As governm ent bodi es seek to reduce operati ng cost through integrati on
wi th industry, rel ati onshi ps becom e cri ti cal to m ai ntai n ing publ ic servi ce
perform ance.

Voluntary sector
H arnessing the potenti al of the vol untary (third) sector highl i ghts the
need to consider how these rel ati onshi ps wi l l operate outsi de traditional
business or publ ic sector envi ronm ents.

Manufacture
As m anufacture becom es m ore of a gl obal l y sourced acti vity, the
interrel ati onshi ps between various desi gn, production and l ogistics
networks introduce a signifi cant rel ationship risk profi l e.

Services
Extended servi ces such as faci l i ties m anagem ent and the integration of
these often m ission-cri ti cal services is a signifi cant ri sk to overal l
operational perform ance.

Distribution/retail
In today’s i ntegrated m arketpl ace i t i s frequentl y difficul t to understand
where one organizati on stops and another picks up the process; when
perform ance fai l s, the underl ying rel ati onshi ps present reputational and
business risk.

Stakeholder management
The perceptions of custom ers and consum ers, the confidence of i nvestors,
the i ntegrity of partners and the com m i tm ent of personnel al l create a
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busi ness environm ent where rel ationships are no l onger one-to-one but
hi ghl y com pl ex i nteracti ons where rel ati onshi ps are a key factor of
stakehol der m anagem ent.

Aspects of risk

Ri sk can be cl assi fied i n m any ways. Al l risk has an im pact in term s of
cost, tim e and profi tabi l i ty. To establ i sh an effecti ve approach i t i s
i m portant to anal yse what the potential ri sks are and the potential
effects. Risk m ay not sim pl y be an i ssue of cost against today’s business; i t
can al so be an i nfl uence on tom orrow’s potenti al busi ness and the
bi ggest ri sk to any busi ness i s the l oss of custom ers through poor
perform ance or gl obal changes. Tabl e 3.1 m ay provide a starti ng poi nt
for such considerati on. For m any of the traditi onal ri sk i ssues the
i ntroduction of partneri ng, col l aborations or al l iances m ay offer
opportuni ti es to ai d the m anagem ent of risk. At the sam e tim e m any of
the risks m ay wel l be rem oved or reduced by greater vi si bi l i ty and
openness.

Table 3.1 – Risk impact types

Risk type Impact

Operati onal G reater i nterdependency i ncreases vul nerabi l i ty to
the rel ationships it encom passes

Perform ance In a col l aborati ve operati onal approach overal l
perform ance com es from a com m i tm ent del ivered by
those faci ng the end-user

Knowl edge
fusi on

The m ore i ntegrated the busi ness m odel , the harder
it is to regul ate what i s transm i tted between
partners, creati ng a ri sk i n term s of protecting
proprietary inform ation

Business
continuity

As organi zati ons focus on their core operati ons, they
reduce internal capabi l i ty where a breakdown i n the
rel ationship l eaves one of the parties unabl e to
m eet i ts l ong-term obl igati ons

Reputational The bl ending of organizati ons’ capabi l ity m ay have
technical , financial and resource benefits; however,
the rel ationship brings wi th i t ‘risk by associ ation’

Peopl e The atti tude and behavi ours of em pl oyees, both
internal l y and external l y, wi l l refl ect back on the
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organizati on and the im pact of poor behaviour by
staff is a potential ri sk

Cul ture The di fferent cul tures of organizati ons are often
i gnored when consi dering how two or m ore
organizati ons wi l l work together, which can often
becom e a singl e poi nt of fai l ure

Envi ronm ental As regul atory control s grow, so the rel i abi l i ty of
others depends on a shared perspective that i s
enhanced through a sound rel ationship of m utual
respect and ownership

Technol ogy Technol ogy devel opm ents m ay negate existing
rel ati onshi ps and even those wi thin a structured
partnershi p or al l i ance m ay be hi dden i f the
rel ati onshi p is not sound

Busi ness
processes

I f the rel ationship i s l oose, then the potenti al for
operati onal breakdowns to occur is hi gh and thus a
risk to benefits real i zati on i f processes are inherentl y
separated into ‘si l os’

Effici ency Effici ency gaps can occur when i ntegrati ng one or
m ore organi zations; th i s i neffici ency can be
m ul tipl ied by i nfl uences from thei r partners

Effecti veness The effecti veness of an operati on on paper m ay
appear to be al i gned and functional , but i s h i ghl y
dependent on the rel ationships that provide the
cohesi on

I nnovati on M ai ntain ing a com petiti ve l ead – whether scope,
technol ogy or del ivery process – rel i es on
organizati ons being i nnovati ve wi th their
approaches, requi ring rel ati onshi ps to be open and
transparent

Future
proofi ng

A fai l ure to share future pl ans pl aces constrai nts on
the overal l capabi l i ty of the rel ationship, where each
organizati on devel opi ng their pl ans i ndi vidual l y
i m pacts on j oint perform ance and future i nvestm ent

Change Over tim e internal or external i nfl uences wi l l affect
the val ue propositi on and m arket changes wi l l affect
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the dynam ics of the busi ness; to m ai ntain agi l i ty
they need a robust rel ati onshi p

Transi tion Al l arrangem ents wi l l com e to the end of thei r
potenti al to add val ue ei ther for partners or
custom ers; without a strong rel ationship, both m ay
be dam aged by a fai l ure to construct a viabl e exit
strategy

Risk analysis and management

The m anagem ent of ri sk depends on the nature of the situation; i n m any
cases the answer i s si m pl y a case of insuri ng the ri sk. In a col l aborati ve
rel ati onshi p it m ay prove that joi ntl y focusi ng this area of insurance cover
can provi de econom i c advantage, even before addressing consequenti al
i m pacts or m i tigati on approaches i n areas of interruption and l i abi l i ti es.
M anaging the risks can often be m iti gated through greater i ntegration,
ensuri ng that the ai m s of both partners are shared and protected
through their business deal ings.

Anal ysi s of risk m ay be focused into three m ain areas of attention. The
first area groups those issues that can be identifi ed by source, in term s of
where the ri sk com es from . I n m any cases this m ay provi de the abi l i ty to
reduce som e ri sks by changing (say) suppl y opti ons. Others m ay be
natural (environm ental ) risks, which general l y are subj ect to insurance
cover – or, i n certai n cases, the need for desi gn adjustm ents.

The second area is the ri sks that em anate from the actual operati ons,
whether this is an internal or external functi on, by custom ers or suppl iers.
They m ay resul t from producti on processes and i n m any cases can be
neutral ized through re-engineeri ng. In this case the abi l i ty of
col l aborating organizati ons to share worki ng knowl edge can often
provi de a wi der range of options and sol utions.

The thi rd area is that of i m pact, in term s of being cl ear what the
repercussions m ay be, whi ch can general l y be subdivi ded i nto im pact on
peopl e, property or earni ngs. I n each case the ri sk m anager i s seeki ng to
find the m ost cost-effecti ve m i ti gati on, and then bal anci ng the future
actions to reduce the risk profi l e to acceptabl e l evel s, consideri ng the
l iabi l i ties in additi on to i m pacts on custom ers and com peti tion. A
col l aborative approach has the potential to provide an open pl atform
that can focus on real (rather than percei ved) ri sk, where i n m any cases
com peti tive edge is l ost through the accum ul ati ve im pact of ri sk
conti ngencies. Thus percepti on of ri sk m ay in i tsel f be a significant risk
factor. The earl ier a ri sk i s i denti fi ed, the m ore opportunity there wil l be
to m anage the si tuation and certai n l y the l ess costl y i t wi l l be to m itigate
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or el im i nate the risk. What cannot be seen i s unl ikel y to be m anaged
effectivel y; the m ore i ntegrated that organizations becom e, the greater
im portance to ensure that al l those i nvol ved understand the ri sks bei ng
faced and – m ore im portantl y – al l ocate responsibi l i ty for action.

Conclusion

I f we are to expl oi t the potenti al of al ternative busi ness m odel s we
cannot ignore the potential i m pacts on risk m anagem ent. M ore
im portantl y, in the broader sense of m anagi ng busi ness risk the
im pl icati ons of rel ati onshi ps are not som ething that can be l eft to
chance. Rel ationships l ink every aspect of busi ness and yet for m any they
have a l im i ted focus for those who are tasked with m anagi ng risk and
del ivering perform ance. If we do not recogni ze the i m pl i cations of
rel ationships then m uch of what is put in pl ace to dri ve business
outcom es and create m ore effective opportunities for stakehol ders i s
inherentl y fl awed.

Rel ati onshi ps are an integral part of busi ness, which in turn shoul d m ake
them a key aspect of risk m anagem ent. Effecti ve j oi nt risk m anagem ent
offers considerabl e advantage i n a m arketpl ace that is becom ing m ore
vol ati l e i n m any aspects of i ts business cul ture. Risk in m ost organi zati ons
represents a si gni ficant cost consi deration; by devel opi ng an appropri ate
approach, organi zati ons can gai n com petitive edge.

Chapter 3 – Relationship risk and opportunity

27



Checklist

Consider the fol l owing checkl ist by rati ng each el em ent in term s of the business im pact on your organi zati on to devel op an
initi a l col l aborati ve rel ationship risk profi l e (Tabl e 3.2).

Table 3.2 – Initial collaborative relationship risk profi le

Initial collaborative relationship risk profi le H igh/
Med ium/Low

Focus point Rationale

1 Operational Peopl e operating i n a col l aborative envi ronm ent can have a signifi cant i m pact
on effecti veness and effici ency. A key facet of BS 1 1 000 is al l ocation of rol es
and responsibi l i ti es through transparent joi nt m anagem ent to dri ve the
appropri ate behaviours

2 Performance A breakdown i n rel ationships between col l aborative partners wi l l have a m ajor
im pact on perform ance and thus create a risk in m eeting obj ecti ves. Effecti ve
col l aborati ve m anagem ent through the pri ncipl es of BS 1 1 000 provi des a basi s
to ensure that the rel ati onshi ps rem ai n positi ve and sustai nabl e

3 Knowledge Inform ation and knowl edge can be effectivel y expl oi ted through col l aborati on;
but they m ay al so be di ssi pated through uncontrol l ed transfer of knowl edge. A
fai l ure to share i nform ation m ay infl uence behavi ours and thus affect
perform ance. BS 1 1 000 highl i ghts the need to ensure requi red i nform ati on i s
effectivel y used whi l e protecti ng defined proprietary intel l ectual property
rights (I PR)
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4 Reputational I n an integrated col l aborati ve venture the parties are i nextricabl y l inked, both
operati onal l y and through their indivi dual reputati ons. The action of one party
refl ects on the other, whi ch m ay harm reputati onal profi l es – particul arl y in
areas l i ke corporate social responsibi l i ty and environm ent i m pact, as wel l as
exposing each other to thi rd party or regul atory l iabi l i ties. Partner sel ection i s
therefore a cruci al activi ty i ncorporated into the standard

5 People Col l aboration i s not an easy concept to adopt for m any from a conventi onal
busi ness background. Peopl e sel ection, coachi ng and devel opm ent are cri ti cal
aspects of any col l aborati ve venture and therefore a potential ri sk to
perform ance and successful outcom es

6 Cu lture The nature of organi zati ons is a com binati on of m anagem ent ethos and thei r
peopl e. Whi l e partners m ay offer the appropriate resources, ski l l s, knowl edge,
technol ogy and fi nanci al profi l e there rem ains a key ri sk of whether the
partners can effectivel y work in tandem

7 Business
processes

Lack of com patibi l i ty of system s, procedures and processes presents a
signifi cant ri sk when overal l del ivery perform ance has to be i ntegrated. J oi nt
process assessm ent i s a principl e of BS 1 1 000

8 Change Change is a com m on area of fai l ure i n any business venture. M anaging change
effecti vel y i s a key ri sk al ongsi de future-proofing outcom es; transparency and
openness i n col l aborati on are essential ingredients

9 Innovation Shari ng knowl edge and capabi l ity al l ows organizations to harness val ue across
the rel ationship and potential l y extend thei r contri bution to overal l success.
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However, this has to be balanced through joint management against the risks
of undermining current processes

1 0 Business
continu ity

The customer is the ultimate beneficiary of the combined service or product
from the col laboration or may themselves be part of the business venture.
Either way, the fai lure of any partner affects al l associated parties, and is thus a
risk that has to be assessed, managed and (where appropriate) mitigated
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Chapter 4 – Cu lture

The subj ect of cul ture and cul tural change has been perhaps
one of the m ost debated and docum ented issues of al l tim e. I n
the context of organizational devel opm ent it has becom e a
catchphrase for every business im provem ent in itiati ve i n
m odern tim es. Thi s can be sim pl y val i dated by typing the word
‘cul ture’ i nto an internet search engine, where two m i l l ion pl us
hi ts is the norm . The focus for this chapter is the i nfl uence of
organizational cul ture on effective col l aborati on.

What i s cul ture? H ow does i t devel op? Perhaps m ore i m portantl y, how
can organizati ons harness cul tural change to create the envi ronm ent for
col l aborative working and project this to potential partners? We l ive in a
gl obal trading com m uni ty, where al m ost every com m ercial acti vity
encounters by i ts very nature som e form of cul tural exchange. N ati onal
traits or cul tures are som ething that every busi ness travel l er encounters;
being aware of the nuances i s a crucial aspect of success, based on how
we act or interact by givi ng due deference to the l ocal protocol s and
custom s towards bui l d i ng the right rel ati onshi p.

The m ore di fferent we l ook to each other, the m ore aware we becom e of
the potenti al d i fferences of approach, l anguage and signs that i nfl uence
the way we do busi ness. One onl y has to travel across Europe to
appreciate the com pl exi ty of business styl es and national trai ts. Whi l e
Engl i sh m ay today be accepted as the busi ness l anguage it rem ai ns the
second l anguage for m ost of the gl obe. I f you travel to the U SA, where
Shaw fam ousl y rem arked that the U K and U SA were two countries
separated by a com m on l anguage, i t becom es apparent that i t i s not
si m pl y an issue of l anguage but a spectrum of i nfl uences that shape the
way we assess those we are deal i ng with. Com m uni cati on is crucial , but
the art of com m uni cati on i s not sim pl y about the words we use; i t i s al so
about the context that hel ps to form the m essage.

What is cu lture?

So what i s cul ture and how does thi s transl ate or shape the nature of an
organi zation? I n the context of col l aborative working, how does it drive
the behaviours, both corporatel y and at a personal l evel , between
organi zations? Cul ture i s a term that has m any m eani ngs but i s deri ved
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from the Latin cultura (l i teral l y ‘cul tivati on’), whi ch infers that i t can be
devel oped. I t is, however, m ore com m onl y used i n three basi c senses:

• the arts and other m anifestations of hum an intel l ectual achievem ent
regarded col l ecti vel y;

• the custom s, civi l i zati on and achievem ents of a particul ar tim e or
peopl e;

• shared attitudes, val ues, goal s and practi ces exhibi ted by an
organizati on or group.

Cul ture is frequentl y attri buted to national aspirations or i deal s; i t i s
general l y accepted that after 1 945 the term started to attract m ore focus
i n rel ation to organizational psychol ogy and business m anagem ent. Si nce
organizati ons are popul ated with peopl e, it is often diffi cul t to see how
organizati onal cul ture i s not an am al gam of al l three defi ni ti ons, si nce
each i ndi vidual ’s perspective and behaviour wil l be col oured to som e
degree by al l three.

G iven the interaction of i ndi vidual and corporate val ues, it is reasonabl e
to focus organi zati onal cul ture as being a product of both;
organizati onal change wi l l onl y progress if we take a m ore hol istic
perspecti ve. Thi s l eads us to consider the dynam i cs of rel ationships and
the chal l enge of bl endi ng structure and peopl e to determ i ne behavi ours
(both i nternal l y and external l y) to create an envi ronm ent for
col laborative working.

Figure 4.1 – The relationship iceberg
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This can perhaps be appreci ated m ore readi l y when consideri ng the
rel ationship i ceberg (see Figure 4.1 ) , where the underl yi ng infl uence i s
not in the governance structure and process but in the peopl e issues
bel ow the water l i ne. This is am pl i fi ed in term s of organi zational cul ture:
consider the im pl icati ons of objecti ves and val ues refl ected by an
organi zation and evi denced by behaviours, where these issues take on
differing degrees of im portance when viewed from three separate
perspectives: corporate, soci al and personal .

Constituents of cu lture

To address organizational cul ture, we need to break down the
constituents, to eval uate these aspects and (where necessary) to m odi fy
them to drive the desired behaviours. For col l aborati ve worki ng, the
organi zations invol ved need to position their partner sel ecti on and
governance to support a set of cul tural pri ncipl es that wi l l underpin the
rel ationship. Defi n ing the key el em ents of cul ture prom pts a wi de
spectrum of infl uences (see Tabl e 4.1 ). The fol l owing cul tural pri ncipl es
m ost readi l y provide a fram ework to focus organizati onal change. They
specifical l y excl ude the arts, l i terature, food and recreati on, which are
frequentl y associated with cul ture; whi l e these are cl earl y im portant, they
tend to be a by-product of l ocal heritage.

Table 4.1 – Internal and external influences

External influences Internal influences

G overnm ent/pol i ti cal Leadership/obj ectives

N ati onal /regional M arket reach

Ethni c/rel ig i ous/heritage Diversity/qual ity

Soci al /custom s Visions/val ues

Language/education Capabi l i ty/com petenci es

Econom y/envi ronm ent Business sector/CSR

Legal /regul atory G overnance/ethics

Technol ogy m aturity I nnovati on/change

The external el em ents can be seen to have a si gni ficant degree of
infl uence on any busi ness activity and im pact on perceived behaviours. In
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a col l aborati ve worki ng enterprise these external i nfl uences m ust be
understood, whereas i nternal i nfl uences can be m anaged to devel op the
appropriate behavi ours that wi l l underpin perform ance and m utual
objectives.

When consideri ng the organi zati onal cul ture there are m any defin i tions;
i n a col l aborative rel ati onshi p, where two or m ore organizations are
forming a subset of thei r organizati ons, they create a third l evel of
cul ture. Strong cul tures exist where i ndi vidual s respond to stim ul us
because of al i gned val ues; conversel y a weak cul ture is one where there
i s l im ited al ignm ent. A sound organizati onal cul ture shoul d i m prove
perform ance and suppress poor behavi ours. A variety of characteristics
m ight i ncl ude:

• m issi on – strategic di recti on, vi sion, goal s and objecti ves;
• adaptabi l i ty – creati ng change, custom er focus and l earni ng;
• i nvol vem ent – em powerm ent, team s and capabi l i ty devel opm ent;
• consi stency – core val ues, agreem ent coordinati on and integrati on.

Al l of these woul d be i nherent aspects of devel oping a sound
col laborative rel ationship. The success of a strong col l aborati ve approach
i s strongl y dependent on the al ignm ent of the partner organi zations’
cul tures.

Cu ltural crunch

The cul tural di vide i s not onl y between organizati ons, but al so wi thin
them . M any establ ished organi zations have consi derabl e difficu l ty i n
i ntegrating col l aborative concepts against a background of tradi ti onal
i nternal practices. At the indivi dual l evel there is a need for education
and devel opm ent of new thinki ng at al l l evel s of operation. M ost
organizati ons tend to do what they know and have done for m any years.
Col l aboration opens the way to radical thi nki ng by ‘breaki ng the m oul d’;
the potenti al for devel oping and capital izi ng on these concepts i s
l im i tl ess, provid ing that cul tural ‘tunnel vision’ can be overcom e.

Knowledge management

Knowl edge m anagem ent has becom e part of the busi ness vocabul ary and
i s regarded as the next generati on of key i ssues to be addressed by the
busi ness com m unity. Expl oiti ng the intel l ectual capital of organi zations i s
seen as a m ajor opportuni ty; but the converse situation exists, as
organizati ons seek to protect what rests not i n their IT system s but i nside
the m inds of their peopl e. Despite the advent of the technol ogi cal age
the real val ue that is created wi thin organizations i s not general l y
contai ned withi n its IT-based intel l ectual property but hel d in the m inds
of key staff. As organi zations m ove towards the integration of gl obal
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networks and stri ve to harness l ow cost opportuni ties worl dwide, the ri sk
of l ost i ntel l ectual capi tal becom es a potential l y increasi ng threat to
l ong-term stabi l i ty. Focusing on what needs to be shared, i n order to
provide new val ue proposi ti ons and achi eve l asting cul tural change,
m eans addressi ng the business environm ent, organi zational structure,
business processes and – m ost i m portantl y – peopl e. Knowl edge i s power;
but hid ing knowl edge away is inherent i n m any corporate cul tures.
Instead, shari ng it wi l l be fundam ental i n creati ng a cul ture to support
al ternative busi ness m odel s.

Technology

The em ergence of ‘sm art’ system s gives ri se to i m pl i cati ons for m any
operations. There is a dri ve towards the i ntegration of di sparate
organi zations. These wil l form i nterl i nked virtual entities, wi th vari abl e
l i fespans, bei ng created and dispersed in l ine with m arket dri vers. This
offers great potenti al for organi zati ons of varyi ng sizes to m atch their
special ist tal ents and ski l l s and forge new trading al l i ances. I n devel oping
these networks there is a com m on need to l ink system s and share
knowl edge to an extent that has not yet been ful l y expl oi ted. The
counter positi on is that with the technol ogy that i s now being harnessed
there i s al so the abi l i ty, as never before, to soak up inform ation;
therefore the greater the integrati on, the hi gher the possi bi l i ti es of
knowl edge spreading i nform al l y, without adequate control s. Thi s fusion
of knowl edge and intel l ectual property m ay inadvertentl y pass between
organi zations who are worki ng together; subsequentl y they m ay
disperse, with the eventual outcom e being the l oss of intel l ectual capital .

Challenging trad itional thinking

In the past, redefin i ng a process was a chal l enge to tradi ti onal thinki ng
wi thin the organization. I f the process i s now taken outside the
organi zation, wi th ownership vested in several di sparate organi zations,
the chal l enge m ay be even greater. N ow it is the joi nt perspecti ve that
has to be devel oped and sancti oned, which m eans that those outside
m ay l ook upon what has previousl y been seen as protected terri tory and
chal l enge i ts val i di ty. Processes can becom e enshri ned i n tradi tion and
m aintai ned in l ine with peopl e’s establ ished ‘com fort zones’. Devel opi ng
innovative val ue propositi ons requires freedom from past restricti ons to
open up the possibi l i ti es. Creati ng thi s envi ronm ent requires a
m ul tifaceted approach, starti ng wi th a cl ear focus on educati on and
trai ni ng. For m any em pl oyees com ing from a tradi tional
com m and-and-control cul ture, m entoring and coachi ng wi l l be crucial to
bui l d up com petencies.
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External influences

The rel evance of M i chael Porter’s Fi ve Forces m odel 4 and the i m pl i cations
of m arket entrants, com petition and the power bal ance between buyers
and sel l ers are cl earl y appl i cabl e to al l aspects of organi zati onal cul ture.
Each industri al sector has i ts own ‘bi orhythm s’, whi ch refl ect the
econom i c investm ent and devel opm ent i n that sector. The shift between
custom er power and suppl i er power wi l l vary, depending on the
traditi onal i m pacts of suppl y and dem and. Cl earl y these vari abl es wi l l
signifi cantl y infl uence the nature of any di scussi ons or negotiati ons.
Addressi ng internal drivers i n this envi ronm ent m eans depl oyi ng
adaptabl e approaches. The com petitor l andscape i s equal l y cruci al , si nce
cl earl y the greater the opti ons avai l abl e to the customer the hi gher their
confi dence l evel to negotiate a m ore robust deal for them sel ves.

M any organi zations are affected not onl y by l ocal pressures but al so by
the im pact of wi der changes i n the m arket. There can be few
organizations i n the i ndustria l ized worl d today that are not affected by
the fi nanci al m arkets and sharehol ders. I n recent years there has been a
signifi cant change in the val uati on process to refl ect greater
consi deration for corporate structures, as opposed to assets. The m ove
away from the tradi ti onal assessm ent of a com pany’s bal ance sheet of
assets, revenue, expenses and l i abi l i ti es now i ncl udes a focus on brand,
m arket channel s, em pl oyees, suppl i ers and partners, with greater
attention to the structure and nature of organizati ons.

At the sam e tim e the growi ng trend in recognizi ng CSR has created new
dynam i cs i n the i nterdependence of buyer and sel l er. In recent years one
onl y has to l ook at the im pl icati ons for com panies l i ke N ike, B&Q, M arks
& Spencer and other hi gh street nam es when they com e under
unfavourabl e scrutiny from the regul ators and the media. The im pacts of
these com m entari es on corporate cul ture are cl earl y identifi abl e. I t m ay
seem obvious to suggest that di fferent national cul tures requi re di fferent
approaches; but sadl y very often organizations fai l not because of the
i ssues but a fai l ure to recogni ze the cul tural aspects of the business
envi ronm ent that are different from thei r own corporate cul ture.
Effecti ve rel ationship m anagem ent is now a cruci al factor i n the gl obal
m arketpl ace; when devel oping al ternati ve business model s to operate in
thi s envi ronm ent, partners m ay be drawn from a range of cul tural
backgrounds.

Corporate cu lture

I t i s perhaps best to consi der separati ng corporate cul ture and
organizati onal cul ture, particul arl y i n the context of col l aborative

4 Porter’s five forces an al ysi s: a framework for ind ustry anal ysis and busin ess strategy

devel opment form ed by M i chael E. Porter of H arvard Bu si ness School in 1 979.
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worki ng, which m ay onl y appl y to certai n l y aspects of the business
operations. Corporate cul ture is frequentl y typi fi ed by brand recogni tion
– for exam pl e, we can al l recogni ze the gol den M of M cDonal d’s or other
high-profi l e brands. These we associate with consistency, qual i ty, val ue
etc. and they are general l y supported by a strong outward-focusi ng
cul ture that defi nes and reinforces these i nternal standards. We m ay not
necessari l y associate these organizati ons wi th concepts such as
col l aborati on, since thei r brand profi l e i s l argel y based on enforcem ent
driven by robust trai ni ng and conditioning of personnel . I t shoul d be
recogni zed that i n m any cases there m ay be a corporate im age that has
to refl ect l ocal conditions; th is is a chal l enge in m any parts of the worl d.
Local contradi ctions can prove di ffi cu l t to m oderate and perhaps i n som e
cases reinforce the need for even greater com m and-and-control or
power-dri ven cul tures. The opposite can al so be true: when visi ti ng som e
parts of the worl d we m ake assum ptions about the l ocal cul ture, onl y to
fi nd that corporate train ing and education create a profi l e that is m ore
gl obal l y recogni zed.

N everthel ess, i f i t i s seeki ng to harness col l aborati on it is im portant for
an organi zation to understand that its outward styl e and approach wil l
be a cruci al el em ent of attracting and devel opi ng the ri ght partners. This
poi nt i s often l ost on organizations that are tradi ti onal l y focused on
com m and-and-control m odel s. Even when approaching the m arket with
the expectati on of devel oping a col l aborative m odel such as innovation,
past perform ance can be a deterrent for those consideri ng responding.
M any organi zati ons today l ook for the ‘i ntel l igent custom er’ and
undertake behavi our anal ysi s before com m itting to the first stages of
col l aborati on. I t i s i m portant to understand one’s own capabi l ity and
im age and to eval uate potenti al partners. If we consider organi zational
cul ture to be im portant, then we need to refl ect on those infl uences we
can m anage as opposed to those whi ch are external l y im posed. The
recurri ng them e through m ost l iterature rel ated to organi zational cul ture
stem s back to a focus on l eadershi p. Roger H arri son 5 descri bed
organizati onal cul ture in four types:

• power cu lture whi ch concentrates power on a few;
• role cu lture where authori ty i s del egated withi n a highl y structured

organizati on;
• task cu lture focused through speci al i zed team s and com petenci es;
• person cu lture where individual perceived superi ority can be highl y

unstabl e.

5 H arrison , Roger (1 972) Understanding your organization’s character, H arvard Busin ess

Revi ew
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Managing internal influences

A cri ti cal factor for col l aborati on is how behavi oural traits are m anaged
to opti m i ze perform ance and satisfaction through effective
sel f-m anagem ent, wi thin an organizational ethos based on bui l d ing trust.
Every organi zation i s m ade up of peopl e and how it is perceived outsi de
i s very m uch a refl ecti on of the behaviour they di spl ay. The i m portance of
understanding the key behavi ours is crucial i n every aspect of business
operati ons. There are m any aspects of behaviour but perhaps these can
best be captured in the fol l owing respect m odel .

Respect m odel :

RESPON SIVE
ETH ICS AN D I N TEG RI TY
SERVICE TO CU STOM ERS
PROFESSI ON ALI SM
EN TH U SIASM
CREATI VITY
TEAM WORK

Market reach

I n m ost cases the fai l ure of external rel ati onshi ps i s d irectl y rooted in a
fai l ure to understand the i nternal profi l e; a l ack of cl ari ty l eads to
confusi on and m i sdirection, resul ting in the fai l ure of those outside the
organizati on to appreciate the i m pl i cations of their actions. Form i ng a
successful col l aborati ve strategy depends on the nature and cul ture of
the organi zations i t wi l l serve; it m ust encom pass the m ai n drivers of the
corporate visi ons and val ues, and the visibl e support of the l eadership at
the hi ghest l evel . Col l aborati ve worki ng wil l l ead to change, which wi l l
affect al l the organi zati ons invol ved. Devel opm ent of a col l aborative
approach m ust be integrated i nto the wider objectives and ethos, even
though it m ay be vi ewed as onl y in i tia l l y affecti ng one part of the
operati on.

There are m any factors that the business com m unity has to conti nual l y
adjust and adapt to. In the gl obal business environm ent these issues can
create both opportunities and risks. When the rel ati onshi p is sound, then
thi s appreci ation of signifi cant change can be handl ed effecti vel y. Thi s
i ncl udes the accom m odati on of changes in regul atory dem ands or
pol i tical structures, whi ch can create constraints that cross organizati onal
boundari es. Econom i c vari ati ons al ter the custom er perspecti ve and can
provi de advantages to com petitors. The m ore gl obal the operations, the
greater the ri sk that changes in the busi ness l andscape can dram ati cal l y
cl ash wi th i nternal cul tures.
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Diversity and equality

I t i s im portant to recognize that organizati ons are general l y m ade up of
differing groups of peopl e. M any wi l l want to stay in thei r ‘com fort zone’
and choose not to see why change i s necessary, whi l e others wi l l be
passive and seek m ore di recti on. The m ore progressive indivi dual s wi l l
want guidance and a few wi l l be m ore visi onary. Each of these
characteri sti cs wi l l create differi ng dynam i cs i n term s of how they react to
others, and this consi derati on m ust be hi gh on the col l aborati ve l eader’s
choi ce of pl ayers. The organi zati onal cul ture m ay be constrained by a
num ber of factors that create obstacl es to im pl em entati on. This situation
can be observed in both the publ i c and pri vate sectors; it arises through a
num ber of com m on param eters, such as traditional thi nki ng and
processes, l evel s of understandi ng and experi ence, l egal fram eworks,
accounti ng and auditing concerns and regul ati on.

Conclusion

The future hol ds increasi ng chal l enges; organi zati ons m ust consi der i n
their l ong-term strategies how to address the changes and m aintai n their
business profi l es and profitabi l i ty. In a changi ng and vol ati l e m arketpl ace,
where com peti ti on i s growi ng, there is continuous pressure on
organi zations to fi nd al ternati ve options to com petiti veness, which is
increasi ng. Corporate and organizati onal cul tures can be the bedrock for
sustai nabl e business or a m il l stone i n a dynam ic m arket. The prospect of
devel opi ng al ternative busi ness m odel s, which are focused not on
traditional contracting rel ationships but form ul ated around col l aborati ve
concepts, offers opportunity and further chal l enges to the busi ness
com m unity. The proposition that a num ber of i ndependent organi zations
form them sel ves i nto a virtual operati on has m any benefits but i s l ikel y
to m eet the barri er of traditional i nsti tutional thinking. These integrated
rel ationships m ay be greatl y constrai ned by their inherent cul tures.

Cul ture i s both a consequence of the envi ronm ent wi thin whi ch an
organi zation operates and a construct of the way it is organi zed and
operated. The form er aspect is parti a l l y beyond the control of busi ness
l eaders; other than in understanding the organizati on’s visi ons and
val ues, its strategic obj ecti ves and direction can be sel ective. I n
understandi ng the desired di recti on and dri vers, seni or m anagers can
take steps to refocus their tradi tional cul ture and i m prove their abi l i ty to
function m ore effectivel y in areas where opportuniti es do or m ay exist.
BS 1 1 000 provides a foundati on on which to consi der those aspects of
cul ture that can be addressed in order to faci l i tate cl arity of focus and a
pl atform for cul tural understandi ng and integrati on. U nderstandi ng the
cul tural picture (whether national , regional , corporate or organi zational )
hel ps bui l d confidence to expand the degree of i nteracti on, wi th the aim
of creati ng l onger-term rel ati onshi ps that are m utual l y benefici a l .
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Checklist

Culture is a key factor for success. Table 4.2 helps you to consider how
you may interpret the culture of your organization and, more
importantly, how it may be viewed from outside by customers, potential
partners and key suppl iers. Some examples are provided in ital ics.

Table 4.2 – Cu ltural perceptions – examples

Internal
perception

Customer
perception

Partner
perception

Suppl ier
perception

Success
focused

Challenging Demanding Aggressive

Financially
astute

Rigid Risk averse Intrusive

Customer
focused

Patronizing Demanding Aggressive

Well
organized

Constrained Controlling Dictatorial

Reliable Limited
innovation

Inflexible Bureaucratic

Quality
focused

Expensive Unimaginative Compliance
driven
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Now insert your perceptions of your organization, then a pragmatic view
of how others may see it (Table 4.3).

Table 4.3 – Cu ltural perceptions – your own viewpoints

Internal
perception

Customer
perception

Partner
perception

Suppl ier
perception
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Chapter 5 – Creating trust

As organi zations further i nvestigate the appl ication of a
col l aborati ve approach the issue of trust wi l l soon be rai sed, so
this chapter wi l l exam i ne the concept of trust. Trust has l ong
been recognized as a key aspect of busi ness success, yet it is a
very personal attri bute that i s not gi ven easi l y. I f trust is
im portant but is a personal percepti on, then how does i t
becom e an integral part of an organi zation’s profi l e? And
where trust i s created between indivi dual s, how sustai nabl e i s
trust for the organization? If trust exists, can organizati ons
val idate, m easure and m anage the bui l d i ng of trust?

There are m any aspects to trust; th is chapter wi l l l ook at the i m pl i cations
between i ndi vidual s and organi zations working together. To set the
them e, the fol l owi ng are defi ni ti ons of trust:

• the firm rel iance on the i ntegrity, abi l i ty and/or character of a person
or organization;

• the condition and resul ting obl igati on of having confidence pl aced i n
one;

• the rel i ance on som ething i n the future: hope;
• the rel i ance on the intenti on and abi l i ty of a purchaser to pay i n the

future: credi t.

The fourth defi n iti on is of parti cul ar interest i n a com m erci al
environm ent because it affects the very foundati on of business. Trust i s a
key el em ent of al l business rel ationships, but it i s sel dom (i f ever) visibl e
as part of a contract, at l east not directl y. In one form , however, trust is
defi ned as com m erci al credit. ‘Credi t’ com es from the Latin creditum
(l oan), which com es from credere (bel i ef) and i s thus a l ink to contracts.
I n m any ways trust is onl y recognized when i t i s gi ven as the reason for a
dispute because there i s a breakdown between the parti es.

Trust i s the cornerstone of business; from the earl i est of tim es the
rel ati onshi p between buyer and sel l er was dri ven by the abi l ity of both
parti es to be abl e to devel op confi dence in the other. A shake of the
hands was enough to put a contract i n pl ace and thi s freedom from
com pl exi ty often provided a sol id pl atform on whi ch to create val ue and
bui l d trade. It is therefore a key factor when bui l d i ng col l aborati ve
rel ati onshi ps. As com m erce has m oved on, the scal e of trade has
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significantl y increased and so have the stories (good and bad) around the
fai l ures between organi zations and i ndi vidual s. Certai n l y once there has
been a fai l ure of perform ance it becom es l ess viabl e to trade, based
purel y on trust. Thi s quickl y takes us to a poi nt where a l ack of trust i s
probabl y the starting point for m any rel ati onshi ps, rather than the other
way around.

The com pl exity of the busi ness com m uni ty today and the very publ ic
dem onstrati ons of what can happen when trust i s assum ed or expl oited
by unscrupul ous busi nesses (such as Enron, Worl dCom and others) has
increased control s to the poi nt where it has becom e i n m any cases
virtual l y impossi bl e to work on trust al one. Lack of confi dence has added
a huge burden to busi ness operati ons – for exam pl e, in the case of
Sarbanes-Oxl ey, 6 whi ch created an envi ronm ent where governance and
regul ati on coul d be seen to be stifl i ng growth.

As business seeks to find opportuni ti es for trade, avenues to expl oit
com petitive edge, or si m pl y to constrai n costs, the need for trust has
grown. I t has becom e m ore than sim pl y confidence i n the product or the
assurance that paym ent wi l l be m ade; it becom es fundam ental to the
business proposi tion and the m ost val uabl e of com m odities. Wi thout
trust, organizations are forced to depend on l awyers and accountants,
backed by the courts, to navi gate a com pl ex envi ronm ent that adds l i ttl e
tangibl e benefi t but contri butes si gni fi cant costs and a m i nefiel d of ri sks
to business effectiveness.

Internal l y, organizati ons can no l onger si m pl y depend on em pl oyees to
do what i s right; nor, for that m atter, can m any em pl oyees rel y on
organi zati ons to do what i s proper and fai r. The Trade U nion m ovem ent
in the earl y part of the 20th century took on the task of defending
workers and i m proving worki ng conditions. M uch of this becam e l aw and
perhaps has becom e so strong i n parts of the worl d that com pani es can
no l onger do what is practi cal but struggl e to sati sfy regul ation. Thi s i s
not intended to be supportive of unscrupul ous em pl oyers nor a cri ti cism
of the rol e for col l ecti ve l abour rel ati ons, but a dem onstrati on that even
at an indivi dual l evel trust is often handl ed by l aw rather than com m on
sense.

Social interaction

Forward-thinking organizations understand that good em pl oyee rel ati ons
are a cruci al part of an effecti ve business. They stretch beyond
geographi c boundari es i n this gl obal m arketpl ace, and frequentl y beyond
corporate boundaries to those external providers in the del ivery process.
The m ore rem ote the interface, the harder i t i s to devel op trust in those
who contri bute to i ndi vidual or corporate success. The rapid spread of

6 The Sarbanes-Oxl ey Act 2002: www.soxl aw.com

PART 1 : Why?

44



com m unicati ons technol ogy has provided a wide range of opportuniti es
to operate outsi de l ocal ized structures. H owever, these vi rtual
com m uniti es are often constrai ned by the i nabi l i ty of the partici pants to
bui l d trust i n each other or the organi zati ons they represent. The
im portance of social i nteracti on i s frequentl y i gnored i n favour of wired
connecti ons, whi ch al l ow i nstant com m uni cation but frequentl y ham per
the devel opm ent of any personal connection. We al l appreciate m eeti ng
around the coffee m achi ne and the further we m ove way from each
other the weaker the l evel s of trust.

The internet has created a si gni ficant change i n the tradi ng com m uni ty,
but when you ask peopl e i f they woul d buy m i ssi on-criti cal item s for their
business or item s for their fam i l y through an unknown website they
im m edi atel y recoi l . So trust rem ai ns the catal yst for trade, even i n this
high-tech age. Even M icrosoft has started to advertise around the them e
of peopl e and rel ationships rather than technol ogy sol utions, suggesting
that the pendul um i s swinging back i n favour of traditional val ues and
thinking. The investm ent chal l enge and di versi ty of the m arketpl ace is
creati ng an envi ronm ent where busi ness propositions are m ore l ikel y to
be based on the devel opm ent of al l i ances and networks of com panies
l i nked together to form virtual organizations, to expl oit a parti cul ar
product/servi ce propositi on or m eet a custom er dem and. This is perhaps
causing a resurgence of thinki ng to reval ue the im portance of trusted
rel ationships as a key ingredient of success and a crucial factor.

The importance of trust

There is no doubt that trust i s essential in any rel ati onshi p; i n business it
is a key factor i n bei ng abl e to expl oit the opportunities and m anage the
ri sks at the i nterfaces between indivi dual s, groups, functi ons and
organi zations. By bui l di ng trust we can rem ove m any of the
ti m e-consum ing and costl y control s that busi nesses pl ace between
them sel ves. M anagem ent of others is m ainl y driven by a concern that
they wi l l not do what is expected of them , so we form contracts that are
based on a presum pti on of fai l ure.

The probl em i s that in m ost cases contracts are not cl ear, nor can they
ful l y defi ne every si tuation. Thus when issues ari se they fai l to del iver
their obj ecti ve of cl arity. I t is perhaps worth consi dering the adage that
com pani es m ake contracts and peopl e m ake business. The m ore effort we
invest in and rel y on devel oping watertight contracts, the l ess tim e we
spend focusing on how to be successful . This is not to suggest that we
don’t need contracts, but perhaps they shoul d be considered as a safety
net and not the excl usive driver.

There are certain peopl e we i nherentl y trust, l i kel y doctors and teachers,
but peopl e are usual l y ei ther trusti ng unti l proved wrong or
fundam ental l y m istrusti ng of others unti l they recogni ze that through
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perform ance of obl i gations they can be trusted. The m ore often you get
your fingers burned, the l ess incl ined you are to trust what others say. I n
busi ness we general l y bui l d trust through increm ental stages, which i s
perhaps one of the sim pl est form s of ri sk m anagem ent. We al l ow onl y a
sm al l degree of freedom , based on a l im ited bel ief in others; we
progressi vel y increase the boundaries, based on how we see their
perform ance.

Organi zati ons in pri ncipl e are refl ecti ons of the peopl e that execute thei r
ai ms; trust i s dri ven not by organi zations, but by peopl e each having
di fferent threshol ds of trust. Perform ance is the onl y real m easure of
others and thus the benchm ark for trust. The cul ture of an organi zation
i s refl ected through i ts peopl e; so i f they are not trusted, then how do
we expect them to trust others or create an envi ronm ent where others
woul d trust them or their organi zation? I t i s th i s d i l em m a that faces
m any organi zations. As we see a growi ng trend towards col l aborati ve
approaches and a breakdown of the traditi onal business m odel s it is
perhaps tim e to consider rel ati onshi p m anagem ent not as a ‘n i ce-to-have’
or som ething that we do as a m atter of course but as a fundam ental
necessi ty for the future. The writer’s research into the chal l enges of
col laboration hi ghl ights three key factors for success, each having i ts
foundation i n devel opi ng trust:

• when two organi zati ons enter any ki nd of col l aborative rel ati onshi p
there are al ways three sets of objectives: ‘Yours, m ine and ours’.
Fai l i ng to recogni ze these potenti al l y very di fferent positi ons
frequentl y l eads to confusion and confl i ct;

• second i s the i ssue of disputes. I t i s not the fact that we have them
but how we handl e them that defi nes the strength of trust and the
rel ati onshi p;

• thi rd i s the questi on of an exi t strategy. Thi s is perhaps the m ost
dam aging, since not understandi ng the rul es of disengagem ent tends
to col our the way we i nteract.

The questi on of trust is as m uch about good open com m uni cation as
anything el se; as organizati ons m ove m ore and m ore towards al ternative
busi ness m odel s, trust becom es a m aj or considerati on. Trust seem s to be
som ethi ng that i s i nherentl y understood at a personal l evel but not
som ethi ng that organizations currentl y foster as an operational pl atform .

Contracts and people

Tradi ti onal com m erci al ‘tria l by com bat’ has been considered the onl y
way to deal with custom ers and suppl iers. The foundation i s fi rm l y
entrenched i n that the buyer wants to pay the l east for the m ost and the
sel l er wants to provide the l east for the m ost; ‘Let battl e com m ence’
from that posi ti on. Yet beneath the bravado of sabre-rattl i ng there is a
key concept that affects every decisi on we m ake, and that i s ‘TRUST’. The
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l ess we trust each other the harder the fi ght and the l onger i t takes to
get a resol uti on. This underl ying concept is crucial to successful business;
and in an environm ent today, where technol ogy and com m uni cati ons
have changed the face of trading rel ationships, it i s perhaps even m ore
true.

Col l aborati ve worki ng is a growing phenom enon, refl ecting the reach
across traditional i ndustry sectors or com petiti ve boundaries to create
al ternative m odel s of integrated products and services. Yet so m any of
these program m es are consi dered fai l ures, because frequentl y the
rel ationships are not strong enough. U nderl ying thi s i s the fundam ental
truth that trust is a cruci al ingredient that we rel y on but cannot
m easure. We m ay recognize that it exists, but general l y onl y recognize i t
when it is not there.

Impact of behaviours

The devel opm ent of col l aborati ve program m es is frequentl y focused on
the bl ending of com pany cul tures. Del ivering custom er sati sfacti on is
founded upon organizations going that ‘extra m i l e’ in term s of
perform ance. Every busi ness rel ationship is a journey; understandi ng
where you are in the devel opm ent process i s cruci al in being abl e to
m axim ize the benefi ts. The ethos of an organi zation i s a refl ection of i ts
l eadershi p and its peopl e, who i nfl uence the overal l cu l ture and refl ect
that styl e external l y.

In any ci rcum stance where peopl e need to work together to del iver a
product or servi ce, success l argel y depends on the behaviours of the
peopl e invol ved. Expl oiti ng col l aborative rel ati onshi ps derives success
from integrati ng busi ness processes and shari ng knowl edge to create
addi tional val ue and i nnovati on. The way i n which peopl e interact wi th
each other i s a key factor in del i vering perform ance and custom er val ue.
It shoul d be cl ear that how each indivi dual behaves and perform s their
rol es in the operation strongl y infl uences the way in whi ch others react
in return.

Rel ati onshi ps are a fundam ental part of any operati on. In an
environm ent where custom er sati sfacti on is the focus of the acti vity, then
success is very dependent on i m proving the behaviours that support
those rel ationships. The rel ati onal issues can be fundam ental barriers to
integrati on. This is parti cul arl y the case when consideri ng col l aborati ve
rel ationships that span regi onal cul tural boundari es. The em otional issues
in general term s wi l l be the areas that m ake or break a rel ationship. It is
these areas that wi l l define the success of any col l aborati ve venture.
Behavi ours wi l l strongl y infl uence the way in whi ch others react; thus to
sti m ul ate success an organi zation m ust start by understanding i ndi vidual
characteri sti cs, group dynam i cs and organi zati onal cul ture, and bui l di ng
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trust. The organi zation wil l need to adj ust behavioural patterns and
conti nuousl y focus on excel l ence to i m prove perform ance and enhance
custom er satisfaction.

The key to m anaging behavi oural traits to opti m ize perform ance and
satisfaction i s through effective sel f-m anagem ent, together with an
organizati onal ethos that i s recognized as a cri tical factor for success. I t i s
i m portant that organi zations have cl earl y defi ned objectives and val ues
that are refl ected throughout the operati on and accepted by al l invol ved.
This i s not to suggest that organizations can al ways satisfy the
percepti ons of every indivi dual , but cl ear rul es of engagem ent wil l hel p
to maintai n direction and not di l ute its focus.

Communication

Effecti ve com m unicati on is about understandi ng how behavioural trai ts
affect the way a m essage i s gi ven and received. The atti tudes and
approaches that indivi dual s present to others are key factors i n creati ng
em pathy and thus trust between the i ndi vidual s or thei r organizati ons.
The m ost com m on fai l i ng in the custom er rel ati onshi p is the m anner i n
whi ch com pl ai nts are handl ed; the way in whi ch disputes are m anaged
can be a val uabl e benchm ark for the strength of the rel ati onshi p. M any
organizati ons see com pl aint m anagem ent as a negati ve factor whi l e
those that seek conti nuous i m provem ent see it as a key perform ance
i ndi cator.

I t i s i m portant to recogni ze the fl ow of any com m unicati on and
i nfl uences that wi l l define i ts effecti veness (see Fi gure 5.1 ). I t i s frequentl y
not the words that are used but the peripheral infl uences that determ ine
success. Recognizi ng the m essage i s a factor of the acti ons and the
context withi n which it is bei ng del ivered. I t wi l l be i nterpreted based on
the personal ity and expectations of the recei ver, where the perceived
m essage wi l l resul t from i nfl uences and m anipul ation wi thin these
factors. Bal ancing and m anaging these traits i s an essential part of
bui l d ing an effective and trusting rel ati onshi p.

The behaviours of organi zati ons are frequentl y driven by thei r operati ng
structures or corporate ‘si l os’, whi ch can often dictate the way i n which
i ndi vidual s are al l owed to perform . This is particul arl y apparent when
consi dering operations that bridge nati onal or cul tural boundaries. The
key infl uences are often part of operati ng processes such as fi nanci al
reporti ng and incentive schem es, whether group or i ndi vidual .
Perform ance requirem ents that di ctate the m easures of success wi l l a l so
set benchm arks for knowl edge shari ng and col l aboration. The m ore rig id
and l ocal ized the perform ance m easures, the m ore l ikel y i t wi l l be that
these wi l l prom ote attitudes that create a bl am e cul ture, so i t i s
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im practical to consi der the behavioural trai ts of indivi dual s without
taking i nto considerati on the business envi ronm ent wi thin which they are
required to operate.

There can never be a singl e com pl ete sol ution to the behavi our di l em m a
wi thin organizati ons, whether consideri ng external rel ati onshi ps or
internal interfaces. There i s a need to assess and bal ance the ‘hard’ i ssues
of procedures, processes, system s and pol i cy against the softer i ssues that
refl ect the personal traits and styl es of those who are charged wi th
del ivering wi thin these processes. The bal ance i s trust through which
indivi dual s and organizati ons are abl e to rel y m ore on com m on
perform ance than on ri g id l y enforced processes.

In hi gh perform ing organizati ons the key traits are facets of m anaging
behavi ours and thus l ead to success. Leaders dem onstrate com m itm ent to
goal s and val ues, m eeting the needs of stakehol ders with ethical and
transparent deci sions, whi l e encouraging innovation and harnessi ng
diversi ty. Effective m anagers wi l l i n turn provide perform ance feedback
agai nst cl ear goal -setti ng, supported by ri sk and reward. They shoul d al so
refl ect consi deration for devel opi ng ski l l s and prom ote a work–l ife
bal ance. Staff wi l l take responsi bi l i ty and contri bute ful l y wi th
com m i tm ent, in i tiati ve and support for corporate goal s and val ues.

Figure 5.1 – Communications flow
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Bridging the relationship d ivide

M ost peopl e who work in l arge organi zati ons have suffered at som e
point with the internal confl i cts that detract from the outward-facing
rel ati onshi ps, whether they are wi th custom ers, suppl i ers or partners.
Trying to i m prove perform ance by working with strategic rel ationships
creates pressure because other i nternal functions fai l to support the
rel ati onshi p effectivel y. The adoption of col l aborati ve m odel s can be
constrained by a num ber of factors that create obstacl es to
i m pl em entation. Thi s si tuati on i s observed both i n the publ ic and private
sectors and ari ses through a num ber of com m on param eters, such as
tradi ti onal thinki ng and processes, l evel s of understanding and
experi ence, l egal fram eworks, accounting and audi ti ng concerns and
regul ation. I n a col l aborati ve rel ationship the benefi ts arise from
expl oi ting the interfaces between organizati ons and the abi l ity of
di sparate groups to focus on com m on obj ectives and im pl em ent a joint
program m e. I t i s therefore i m perative that organizati ons invest the tim e
to em bed the col l aborative approach in thei r busi ness processes and into
the ethos of the organization to bui l d trust.

Dispute resolution

I n any business venture where peopl e are invol ved there is al ways the
possi bi l i ty of differences; th is incl udes a col l aborative cul ture. M anagi ng
confl ict towards a constructi ve and m utual l y benefici a l outcom e i s a
cruci al el em ent of effective col l aborati on. Al though organizati ons and
i ndi vidual s m ay choose to operate in a m ore open m anner, at ti m es there
wil l be ci rcum stances that generate som e degree of di fferences in
everyday operati ons. I t is inevitabl e that di ffering views wi l l ari se i n the
focus of groups, ei ther withi n the team s or i n the wi der organizati ons
that constitute the rel ati onshi p. I n the conventi onal tradi ng rel ationship
these issues are often suppressed unti l i t i s too l ate to defuse the confl i ct.
I n a col l aborative arrangem ent it i s i m portant to ensure that there is a
di spute resol uti on process that provides a m echani sm and escal ati on
route where appropriate. Certai nl y the strength of a rel ationship can
often be judged on the way i t i s abl e to face and sol ve disputes; trust
devel ops through effective m anagem ent of disputes. Establ i sh ing this
sim pl e gui ding process can hel p to focus on the issues and not on the
personal i ti es, starting by val i dating what is happening and what needs
attention. I nside a viabl e col l aborati on there shoul d be no power bases i f
i t i s to real l y operate with a focus on added val ue. I n l ooking at any
potential confl ict there i s al ways a chance that i t wi l l be seen as ‘them
and us’. I n si m pl e term s this is about the ‘win–wi n’ approach versus the
‘wi n–l ose’. These two confl i cting positions can be expl ained as shown
bel ow.
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Table 5.1 – Win–win versus win–lose

Win–Win Win–Lose

Confl i ct as a m utual probl em Confl ict where one party wi ns and
the other l oses

Team l ooking for joi nt
sol utions

Both sides l ooking for i ndi vidual
sol uti ons

Satisfying both sides Power owner forces sol ution

M utual interdependence Power through independence

Open and honest di al ogue M isl eading i nform ati on

Threats avoided Threat i s power

Fl exibl e Rigid

If not m anaged these si tuati ons can com pl etel y destroy trust, therefore
once you have the issues out i n the open (in the m iddl e ground) then
they need to be dissected by the team . You cannot sol ve a probl em i f you
can’t see the real cause, and so often we address the sym ptom – not the
root cause.

Moving forward to trust

I f we acknowl edge that rel ationships are i m portant, then the obvious
connecti on is that trust (which i s what fuel s good rel ati onshi ps) m ust be
high on the agenda, si nce to m ake rel ati onshi ps functi on effecti vel y there
m ust be trust between the parti es or they wi l l be constrai ned by ri gi d
and infl exibl e system s and contracts. The l atter is a si tuation whi ch wi l l
be fam i l i ar to m any in the business worl d , but which (as has al ready been
said) is perhaps not the m odel for the future. The chal l enge, however, is
how to bui l d rel ationships that foster trust. In these tim es of busi ness
reporting, it is perhaps even m ore i m portant to ask how we can m easure
trust. The i ssue of trust com es up ti m e and again i n cul tural program m es,
and even m ore frequentl y when organi zati ons try to m easure the
resi l i ence of thei r business rel ationships. Yet trust is perhaps the m ost
intangibl e of concepts and i s m ore often than not som ethi ng that each
indivi dual defines and devel ops from a very singul ar perspective. It is
d ifficu l t to m easure, yet frequentl y it is incl uded i n cul tural m onitors,
when in fact i t i s m ay be m ore of an outcom e than a dri ver.
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How can organizations define ‘trust’?

To devel op an approach for l ooking beyond the l oose adoption of term s
l ike ‘trust’, you have to try to get an appreci ati on of how others see the
subj ect. If trust is an intangibl e perception, then how can you m easure i t?
What you coul d perhaps m easure i s the output of trust and how this
refl ects the percepti ons of those i nvol ved. Cl earl y som e organizati ons – or
at l east their brands – carry a hi gh degree of trust and every organizati on
woul d wish to be recognized as a trusted brand.

Research carried out am ongst ICW executi ves cl earl y identi fied trust as
cruci al ; but the research al so recognized that this was an output of
behaviours, whi ch had to be devel oped and not assum ed at the outset.
Trust was personal ; so i n general the organi zation’s perspecti ve on trust
was based on its peopl e, not its processes. Trust was devel oped
i ncrem ental l y, starting from a range of knowl edge factors that m i ght
i ncl ude personal experi ence, recom m endati ons or publ i c reputati on. Trust
was given i n degrees based on a com bi nation of knowl edge and ri sk
assessm ent. Thus, if trust was an output of perform ance and behaviours,
then the next question was: ‘What are the factors that govern your l evel
of trust?’ The m any anecdotal responses were anal ysed to identify these
outputs, which l argel y fel l i nto three categori es:

• compl iance – whi ch tended to com e from very process-ori ented and
structured organizati ons, refl ecti ng perhaps the nature of their
m anagem ent;

• cu lture – which i n general cam e from organi zations with a broader
gl obal operation;

• commitment – whi ch had a wi de focus for indivi dual s who were
m ore ful l y appreciative of partnering and al l iance concepts.

Table 5.2 – Ind icators of trust

Compl iance Cu lture Commitment

On-tim e del ivery
H i gh qual ity
Contract com pl i ance
M eeti ng schedul e
Conci se reporti ng
Factual
Punctual
Risk averse
Rel i abl e
Structured access
Sound pl anning
Meets performance
targets

Open to
negoti ati on
Custom er focus
Going the extra
mile
Adaptable to
change
Good
communication
Openness
Honest reputation
Share information
Fri endl y

Earl y warnings of
probl em s
Responsi ve
Fairness
Fl exi bl e
Dependabl e
Em pathy
Clear commitment
Accessibl e
Probl em sol ving
Conti nuous
im provem ent
Sustainabi l i ty focus
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Robust pol i cies
H eal th and safety
Regul atory adherence
Process dri ven
Proven perform ance
Strong adm i nistrati on
Low l evel of com pl aints

Strong peopl e
focus
Staff retention
I nnovati ve
Creative
Service dri ven
Wi n–win
Col l aborative

Do what they say
they wil l do
Conscienti ous

Those aspects m ost often occurring during thi s study have been
highl i ghted i n Tabl e 5.2. I t is not surpri sing that there was a strong focus
on perform ance for com pl iance in m ost cases, and m any di fferent ways
of i nterpreting thi s. The other responses, rel ati ng to the aspects of
cul ture and com m itm ent, were m ore focused.

Measuring ‘trust’

Critical behavi ours are a key el em ent of bui l d ing a trust-based operati on.
The higher the degree of trust, the m ore effici entl y the operation can
m ove forward, rel easi ng m anagem ent tim e and effort to focus on
val ue-adding acti viti es. So, finding a sim pl e m odel to m easure trust across
a rel ationship woul d seem a val uabl e idea. Di sti l l ing the vari ety of
com m ents col l ected was rel ati vel y easy, since in general the key i ssues
dropped out from the num ber of tim es a subj ect was rai sed. There is
probabl y no absol ute answer, but if these key aspects refl ected what
reassured peopl e, then these woul d transl ate i nto som e m easurem ent or
‘trust’ index.

It is easy to pl ace a hi gh val ue on trust, but at the sam e ti m e i t i s di ffi cu l t
to i denti fy trust as the pri ncipal catal yst for perform ance. If peopl e are
open, honest and responsive, dem onstrati ng fairness and com m i tm ent,
then others wi l l be l ikel y to trust them . Bui l d ing a robust approach,
which harnesses the cul ture of col l aborati on, wi l l faci l i tate trusti ng
rel ationships withi n a fram ework that brings out the best perform ance.
In the end i t wi l l be perform ance and trust that are the benchm arks of
col l aborati on; as trust increases, accordi ngl y i t wi l l add greater val ue to
the parti cipants.

Conclusion

Rel ati onshi ps and the behaviours that drive them are dynam i c and wi l l
vary i n depth and change over tim e. The ul tim ate obj ecti ve is to strive for
excel l ence in al l cases, but this process has to be progressi ve. Excel l ence is
unl ikel y ever to be achieved; the bar shoul d be constantl y rai sed to
achieve greater l evel s of trust in order to drive effi ciency and
effectiveness.

Chapter 5 – Creating trust

53



We m ay understand the val ue of trust-based rel ati onshi ps, but
m aintain i ng these in good ti m es and bad i s frequentl y a contest between
short and l ong-term pressures. The next decade and beyond offers a
compl ex and shifting vista of rel ati onshi p chal l enges as we struggl e with
the confl icts of econom i cs and servi ce del i very. Rel ati onshi ps are the
cornerstone of business; projecting these chal l enges i nto the future, our
concl usi on is that strategic thinking m ust bui l d on a foundati on of
rel ati onshi p m anagem ent, whi ch wi l l be cruci al to success.

The questi on we have to ask is whether organi zations have the abi l i ty
and ski l l s to bui l d and expl oit trust to del iver these sol utions effectivel y.
A good starti ng poi nt m ay be to l ook to the new BSI col l aborati ve
busi ness rel ationship standard BS 1 1 000. Thi s m ay hel p to establ i sh a
foundation, put som e consistency and ri gour i nto tradi ng approaches and
hel p to underpi n the val ue of ‘trust’.
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Checklist

Based on a current critical business rel ati onshi p, try to assess how your
custom er or partner m ay currentl y vi ew your organizati on (Tabl e 5.3).

Table 5.3 – Assess customer/partner views

Subject Rationale H igh/
Med ium/
Low

Performance There wil l a l ways be a strong i nfl uence i n
any business environm ent in rel ation to
m eeting the dem ands of the m arket. Trust
wi l l never be apparent if organi zations or
i ndi vidual s continual l y fai l to m eet thei r
obl i gations. Thi s i t is not sim pl y about
contract com pl i ance; i t i s about doing what
you say you wil l do at every l evel

Openness I f there is any concern that partners are not
being open then trust is put i n doubt; it
stim ul ates a protective reacti on, which in
turn wil l create a reciprocal reacti on

Honesty A bel i ef i n honesty is fundam ental to any
trust-based rel ati onshi p, but i n a business
context this is often disregarded i n favour
of gam e-pl aying – particul arl y in
negotiati ons

Responsive-
ness

There i s a general acceptance that questions
m ay not be answered i m m edi atel y. But i f
requests are i gnored this frequentl y l eads to
frustrati on and concern that the answers
are bei ng m anipul ated or interpreted as
shi el d ing som e aspect, and thus the l evel of
trust becom es questioned

Commitment The questi on of com m i tm ent i s often a
refl ecti on of the prevai l i ng attitude rather
than a fai l ure to act. A l ack of action m ay
be refl ecti ve of other issues but the way thi s
i s conveyed wi l l infl uence the perception of
wil l ingness to act
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Fairness The busi ness worl d can be a tough
envi ronm ent but i n general thi s i s
understood by those engaged in i t. The
outcom e of any engagem ent wi l l be judged
by the parti es i n rel ation to how i t affects
their obj ectives and how fai r i t i s percei ved
to be, gi ven the ci rcum stances

Information
sharing

The benefi ts of integrated working are the
val ue created by sharing i nform ati on. The
im pl icati on of i nform ation not bei ng shared
is that som e other dri ver i s i nfl uencing the
deci si on to share and thus opens the way to
concerns about the m oti ves, which i n turn
wil l affect the l evel of trust

Communica-
tion

M ost di sputes between i ndi vidual s or
organi zations stem from poor
com m unicati on, whi ch introduces concerns
that the other party i s not i nterested or is
seeking del i beratel y not to com m unicate for
som e hidden reason. Either way the im pact
on trust is obvi ous

Early
warnings

Trust breeds confidence and when that
confidence is high each party wil l feel abl e
to share bad news as wel l as good news.
Probl em s shared after a fai l ure wil l be
interpreted as poor perform ance, whereas
when conveyed earl y they offer the
opportunity to fi nd joint sol uti ons, whi ch
increases the percepti on of trust

Extra mile The perception that indivi dual s or
organi zations are prepared to ‘go the extra
m il e’ is one of the strongest observati ons on
trust. I t conveys a genuine desi re to excel
and satisfy, which enhances the concept of a
trusti ng rel ationship
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Chapter 6 – Collaborative leadership

To support change we need to address leadership, the theme of
this chapter. As we increasingly adopt alternative business
approaches (whether al l iances, consortia or partnerships) to
meet the chal lenges of the 21 st century, h ierarchical structures
fai l to provide the agi l i ty and flexibi l i ty to optimize the
effectiveness of interdependent operations. The fai lure of many
of these relationships stems from a lack of dynamic leadership
to bui ld the environments where the benefits of col laboration
can be harnessed and exploited.

With a growing trend towards alternative business models versus
traditional operating concepts, based on command and control ,
leadership is a principal catalyst for success. Leadership is a topic that is
debated, discussed and analysed in every academic, pol itical and business
forum. From the time of Adam Smith the success of business has been
focused on the implementation of strategy by innovative and charismatic
leaders. To gauge the interest in the subject, simply log into an onl ine
bookstore and type in ‘leadership’; there is an enormous number of
excel lent titles. Yet if you do the same using the term ‘col laborative
leadership’ you wil l find a very l imited number and fewer sti l l with a
focus on business.

Dynamic leadership is a key facet of every successful business venture.
When managing any partnering al l iance or col laborative programmes,
where the del ivery process crosses organizational boundaries, the role of
the leader is even more crucial . Developing an effective focus is a
chal lenge in most business environments but where the traditional
command-and-control structure is replaced by cross-functional operations,
the coordination and direction of the team is even more complex.
Motivation and influence become vital to success.

Collaborative leadership

‘Leadership’ i s often confused with power and control , yet in the
environment of integrating relationships across organizational
boundaries the most effective outcomes emerge from a pool ing of
resources, knowledge, ski l l s and capabi l i ties. Where the leaders seek to
use their relative power they wil l inevitably create friction and a lack of
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trust that wi l l undermine the potential benefits and development of
opportunities. The implementation of alternative business models for
operations requires cross-organizational management and effective
relationship management to underpin processes and drive success.
Leaders need to be able to draw on support, not only from their own
organizations but also from those of their partners. The operational role
is also l ikely to be stretched over distance and geographic boundaries,
which requires that management rely more on trust and local in itiative.
The coordination and motivation of remote teams towards common
goals is far more complex than co-located operations.

Executives and col laborative leaders need to recognize that their role is
to be the advocate of the col laboration within their own organizations
(see Figure 6.1 ), which may often be in confl ict with internal structures.
Making the shift from a traditional ‘master-and-servant’ relationship to
co-creators often demands both organizational and personal real ignment
of thinking and approaches.

Identifying collaborative managers

The chal lenge when looking for effective col laborative managers is that
the range of abi l i ties and attributes necessary produce a profi le that is

Figure 6.1 – Elements of leadership

PART 1 : Why?

58



hard to fi l l . However, th is role is crucial in the process of bui ld ing
effective col laborative relationship programmes and driving them to
del iver strategic and commercial advantage to the maximum benefit of
the partners. H istorical ly, management has drawn its power from
position, resource control or professional standing but in a col laborative
environment the emphasis must be on inspiration and motivation (see
Figure 6.2).

The effective leader wi l l operate not from a position of power but from
the abi l ity to influence and inspire, with a good understanding of his or
her relative power. The most successful leadership takes its strength from
being able to draw parties together and create solutions that use the ful l
potential to optimize performance outcomes, which could not be
achieved in isolation. Effective leadership must focus across the interfaces
to exploit the potential of col laborative teams irrespective of their
individual organizations, whi le acknowledging that each partner also has
to satisfy management and development drivers within their respective
organizations. The chal lenge in the arena of col laborative relationships is
to bring together the individual members to contribute to the overal l
benefit of the team, focused on joint objectives. The recognition of
individual contributions is a major factor in inspiring innovative
approaches and fostering col lective ownership.

Figure 6.2 – Management ethos
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The changing nature of leadership

The nature of l eadershi p has changed over tim e (see Figure 6.3), from a
posi tion that was pri ncipal l y based on strength. As the busi ness l andscape
has changed, so has the i nfl uence and ski l l set requi red for bringing out
the m ost effecti ve perform ance. The devel opm ent of busi ness m odel s
from hierarchal whol l y owned structures to the m ore fl exi bl e and fl u id
network of capabi l iti es has l ed to the need to devel op m ore adaptabl e
m anagem ent styl es, focused on em powering innovation across a range of
busi ness rel ationships.

Col l aborative working requires l eadershi p that can take m anagem ent
beyond l ocal i zed internal goal s and di rect the outcom es towards m utual
return on investm ent wi thin a cul ture of trust and cooperati on.
Organi zati ons frequentl y focus their attenti on on the qual ifi cati ons of
thei r peopl e to provi de an indicator of potenti al perform ance and val ue.
I n term s of behavioural perform ance thi s m ay not be the best m easure of
sui tabi l i ty or refl ect a com m unicati ve and col l aborative styl e that
m otivates integrati on. As col l aborative working becom es an establ i shed
part of business operations, there i s an i ncreased em phasi s on m anaging
effecti ve rel ationships – both internal l y and external l y. I t requi res a
foundation on which col l aborati ve l eadershi p can be devel oped, for
those l eaders to go on to create the ri ght envi ronm ent for col l aborati on
and for the devel opm ent of col l aborati ve l eadershi p ski l l s to m eet the
strategic chal l enges of tom orrow.

Figure 6.3 – Changing style of leadership
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The challenges of leadership

Withi n m any organizati ons the rol e of l eaders i s general l y defi ned by
what i s expected of them , rather than the ski l l s and capabi l i ti es they m ay
need to achieve those resul ts. There is often confusi on between
management and leadership. As a resul t the rol e of m anagers is
frequentl y fi l l ed based on technical ski l l s and experi ence. This si tuation i n
a tradi tional com m and-and-control organizati onal structure i s l ess
probl em ati c than i n a col l aborative-based envi ronm ent, where the
various parties invol ved do not have di rect ownershi p or responsi bi l i ty for
each other.

The probabi l ity i s that in any organizati on there wil l be a need to assess
and devel op the ski l l s and knowl edge that are avai l abl e, then m entor
and coach team s to bui l d on the capabi l ities that exi st. The rol e shoul d
not be treated l i ghtl y, si nce the interfaces between organi zations can
produce signifi cant opportuni ties and ri sks, but m any of these wi l l
probabl y onl y surface under effective l eadership. The l eadershi p rol e i n a
col l aborati ve environm ent is far m ore com pl ex than for traditi onal
organi zations. N ot onl y do they have to m eet the norm al dem ands of
team bui l d ing and m oti vation; in a virtual context thi s has to be achieved
agai nst the vari abl e background of tim e, power, d i stance and cul tural
d iversi ty. This dem ands creati ve l eadership wi th the abi l i ty to establ i sh
the vi sions and val ues that wi l l support a col l aborative m odel , whi ch
broadens the essenti al el em ents of l eadershi p.

The idea of col l aborati ve i ntegration m ay be one that offers m any
organi zations the opportunities to devel op al ternative busi ness m odel s. I t
is not, however, a si m pl e sol ution; it chal l enges m any organi zations and
their l eaders to change their operating m ethods, trai ni ng, strategies and
overal l organi zati onal approach. U nderpinning col l aborati ve program m es
m ust be a focus on behaviours. From the executives ‘wal king the tal k’ to
the front-l i ne operators understanding their personal i m pact when
worki ng together to m eeti ng joint obj ectives, thi s requi res individual s,
groups and organizations to understand and m anage thei r behaviours.

To consider the expl oitation of the potenti al benefi ts of col l aborative
operations and stream l i n ing of processes, the si gni ficance of trust wi l l be
obvi ous. Thi s i ssue i s not sim pl y one of greater openness i n the external
rel ationships; it i s a m ajor factor when consi dering the harnessi ng of
internal networks by bui l d i ng a structure for col l aborati ve al i gnm ent,
m onitori ng and m easuring perform ance and m anagi ng di sputes. The
concept of ‘total cost of ownershi p’ (TCO) has been around for several
decades and has prom pted m any organizati ons to l ook beyond the
traditional sel ecti on cri terion of price. At the sam e ti m e, as custom ers
have sought to expl oit ‘sol utions’ rather than products, i ncreasi ng thei r
use of outsourci ng and offshoring to reduce cost, so the i ntegrated
nature of m anagi ng TCO through a spectrum of external rel ationships
highl i ghts the need to focus on establ i sh ing greater cohesi on throughout
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the val ue chain. The introducti on of col l aborative rel ati onshi p
m anagem ent shoul d be seen as a key el em ent of the TCO equation. For
l eadership thi s m eans recogni zing i nterdependency, devel opi ng concepts
of joint ownership and harnessi ng col l ective capabi l ity. U nderstanding
strengths and weaknesses wi l l provide background on the areas of risk
assum ed by col l aborative l eaders, which they m ay need devel opm ent
pl ans to address.

Managing behaviours and d isputes through influence

The ethos of an organi zati on i s a refl ection of its l eadershi p. I n any
ci rcum stance where peopl e need to work together to del iver a product
or servi ce, success l argel y depends on the behaviours of the peopl e
i nvol ved. The way in whi ch peopl e i nteract with each other is a key
factor i n del ivering perform ance and custom er val ue, and how each
i ndi vidual behaves and perform s thei r rol es i n the operati on strongl y
i nfl uences the way i n which others react in return.

I nternal l y there are m any i nterfaces that affect the perform ance of an
organizati on. I t i s i m portant to recogni ze that whi l e m any of these m ay
not be di rectl y in the process of del ivery they wil l signifi cantl y affect the
way indivi dual s react and perform . Custom ers and external organi zations
tend to view the whol e operati on, and effective perform ance com es from
an i ntegrated approach. This is parti cul arl y im portant when consideri ng
col l aborative ventures that m ay affect num erous i nternal boundaries.
These background pressures wi l l significantl y infl uence the way they
respond to others. U nderstanding these i ssues and bei ng aware of how
criti cal behaviours are refl ected in the operati on is the cruci al step
towards ful l y opti m izi ng perform ance.

I ndi vidual and col l ecti ve perform ance need to be considered, together
with a recogni tion that through thei r behaviour each i ndi vidual can
underm ine the trust that i s bui l d ing between groups or organizations. I t
i s unl i kel y that peopl e can effectivel y refl ect a styl e that is d ifferent from
thei r natural trai ts, and be convincing. The im portance, therefore, of
understanding the key behavi ours is crucial i n every aspect of business
operati ons. There are m any aspects of behaviour, but i n functional term s
the key princi pl e i s respect. Authority can be bestowed but respect can
onl y be earned. So whi l e i t m ay not be possi bl e to change the basi c
nature of an indivi dual , i t is possibl e to m anage how that nature is
refl ected to others.

The essential s of m anagi ng behavioural trai ts to optim ize perform ance
and satisfaction are effecti ve sel f-m anagem ent together wi th l eadershi p,
through an organi zati onal ethos that ensures i t i s recognized as a cri ti cal
factor for success. Personal and corporate expectations are cruci al facets
of the col l aborative rel ati onshi p. I t i s rel ati vel y easy to defi ne how we
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expect others to behave, but i t i s frequentl y l ess com m on to fi nd those
sam e expectations being refl ected in the way in which l eadership and
organi zations present them sel ves.

The chal l enge for l eadershi p is to ensure that col l aborative program m es
rem ai n rel evant, as over ti m e new ways becom e a way of l i fe and need
to be regul arl y reassessed. At the sam e ti m e, it is im portant to recognize
that col l aborati ve rel ationships shoul d not onl y be del i vering on the
ini tia l objecti ves; to rem ai n energized they shoul d al so be focused on
addi ng addi tional val ue.

Working i n a col l aborative envi ronm ent m ay not com e easi l y to everyone;
devel opi ng the ski l l s can m ake a si gni fi cant contributi on to overal l
integrati on. I n m ost operating environm ents the route to effecti ve
l earni ng is driven by exposure and shari ng. I t i s, however, im portant to
recogni ze that peopl e l earn at differing rates and through a m ul tipl i city
of styl es. Learni ng i s al so a constant process and i s essential to the
devel opm ent of effecti ve rel ationships. I t i s a two-way process that onl y
adds real val ue when i t i s a shared j ourney. The col l aborative l eader
shoul d be a catal yst for behaviour devel opm ent program m es; intel l i gent
l earni ng is a fundam ental part of the m anagem ent process to support
indivi dual devel opm ent and confidence.

In a changing worl d, the internal and external pressures on any
col l aborati ve rel ati onshi p wil l inevitabl y l ead to i m pacts on effectiveness.
As rel ationships evol ve they wil l undergo change. N o two rel ationships
are the sam e; the dynam ics of organizati onal and peopl e changes can
infl uence perform ance. It is im portant to recognize that as rel ati onshi ps
progress they need to be m onitored to ensure that appropriate focus i s
m aintai ned on areas where perhaps convergence i s not happening to
m axim um benefit. Appropri ate perform ance m easures wi l l need to be
establ i shed, to ensure that behaviours and their im pact are recognized
and addressed. The l onger the rel ationship i s i n pl ace the greater the ri sk
that com pl acency wil l bui l d between the vari ous parties.

In any busi ness venture where peopl e are i nvol ved there is al ways the
possibi l i ty of di fferences; the sam e i s true of col l aborative program m es.
M anagi ng confl ict towards constructi ve and m utual l y benefici a l outcom es
is a cri ti cal l y im portant el em ent of effective col l aborati ve l eadership. In a
col l aborati ve arrangem ent it is essenti al to ensure that there i s a confl ict
resol uti on process whi ch provides a m echanism and escal ation procedure
where appropriate. I n a com m ercial environm ent som e issues m ay
eventual l y l ead to a contractual im passe between the parties. This wi l l be
l i kel y to have a direct i m pact on operational perform ance and, if not
addressed effectivel y, m ay l ead to the breakdown of the rel ationship.
Whi l e m any i ssues m ay be resol ved withi n the col l aborative team s, som e
wi l l inevi tabl y need parti cul ar support. The val ue of the rel ati onshi p and
the i nvestm ent m ade shoul d sti m ul ate a joi nt desire to fi nd an effective
outcom e.
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Collaborative leadership self-assessment

Leaders must adopt an approach that is focused on helping the teams to
master col laborative working and meeting their objectives. This starts by
col laborative leaders supporting individual development and managing
non-al igned behaviours. Success rel ies on a cluster of competencies and
behaviours that bui ld on those of traditional leadership, but are
specifical ly aimed at col laborative working. The assessment of
col laborative leadership can be focused on two key aspects: ability and
attitude (see Figure 6.4). ‘Abi l i ty’ i s about business-related experience in
areas that would be supportive to functioning outside the traditional
command-and-control structure. ‘Attitude’ is the individual ’s style of
operating with others in a col laborative environment. These two distinct
but interrelated aspects, when combined, together create a col laborative
leadership profi le.

Table 6.1 contains some attributes that organizations and prospective
col laborative leaders should consider as a basis for self-assessment,
combining both business ski l l s and their individual traits.

Figure 6.4 – Abil ity versus attitude
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Table 6.1 – Abilities and attitudes

Abil ity (skil ls and experience) Attitude (personal approach)

Busi ness l eadership Com m uni cations

Contract m anagem ent Interpersonal ski l l s

Ri sk m anagem ent M anagem ent styl e

Change m anagem ent Sel f-awareness

Pl anni ng Busi ness approach

Strategic thinking Expectations of others

Rel ationship m anagem ent Im portance of rel ationships

Perform ance Team working

Team bui l d i ng Leadership traits

Benchm arki ng Sustainabi l i ty

Partnering experience Trai ni ng and
sel f-devel opm ent

Product devel opm ent Deci sion m aki ng

Service del ivery Personal focus to others

I nternati onal trade Perform ance fai l ure

Qual i fications M anagem ent of disputes

Custom er m anagem ent M otivati on

M arket knowl edge Positi oni ng

Proj ect m anagem ent Working approach

Val ue chain Learning styl e

Fi nanci al m anagem ent Key success factors
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Conclusion

The chal l enges of working in a col l aborati ve environm ent shoul d not be
underesti m ated and prom pt us to l ook cl osel y at personal atti tudes. I n a
com m and-and-control structure the l eadershi p positi on provides a degree
of security and confidence, but sel f-awareness is crucial if col l aborative
l eaders are to be successful . They need to be abl e to recogni ze thei r own
strengths and weaknesses and understand how these aspects affect
others. Directing through infl uence rather than power or positi on
requires i ncreased sel f-m anagem ent to m aintai n control whi l e at the
sam e ti m e creating trust, bei ng adapti ve and innovative. They wi l l need
to m anage di srupti ve infl uences and m aintai n honesty. Col l aborative
l eaders need to be sel f-m otivated and dri ve i nnovati on to focus on the
i m provem ents that wi l l achieve organi zational goal s.

There i s a need to m ai ntain em pathy by bei ng activel y i nterested i n
others, ready to share knowl edge and m entor those indi vidual s who are
l ess confi dent in a col l aborati ve structure. M any businesses are organized
al ong traditi onal l ines where com m and and control i s the defaul t
situati on. In a col l aborative venture the l eader m ust satisfy the m utual
objectives of the parti es and create addi ti onal val ue through innovation.
The l eader’s ski l l s are focused on infl uenci ng the rel ationship to achi eve
these outcom es, bei ng unabl e to rel y on hierarchi cal power and
uni l ateral authority.

Leadershi p is a com pl ex and crucial rol e; i n a growing environm ent of
al ternati ve business m odel s i t i s one that wi l l l argel y defi ne success or
fai l ure. M any can l ead, but those who have the capacity to i nfl uence
outcom es when they do not have control are l ess obvious. Too frequentl y
the rol e i s one that is assi gned by defaul t or based on techni cal ski l l s and
experi ence, an approach that has potenti al fl aws when dri ving a
col l aborative program m e. It is essenti al that organi zati ons considering
al ternati ve business m odel s expand their sel ection and devel opm ent
processes to encom pass an al ternative l eadership profi l e which recognizes
the chal l enges of l eadership outside the traditi onal structures.
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Checklist

To create an ini tia l profi l e of a col l aborative l eader i t can be useful to ask
a few si m pl e questi ons and anal yse thei r i nputs, such as shown i n
Tabl e 6.2.

Table 6.2 – Initial collaborative leadership profi le

Score
5 high
1 l ow

I don’t need to change the way I work

I don’t find som e peopl e hard to tol erate

M y thinking i s i ntuiti ve

I fi nd it easy to see others’ point of view

I don’t get anxious and know how to deal wi th change

I have m ore control over m y acti vities than others

I adapt m y behavi our to achieve m y objecti ves

I am not rig i d once I have m ade a decision

Friendship at work i s a bonus, not a necessi ty

I m ai ntain m y positi on even if it upsets others

I am opti m i sti c but keep m y eye on things

I onl y show m y feel i ngs when I need to

G eneral l y peopl e l ive up to thei r prom i ses

I th i nk constructive cri tici sm is useful

Bui l d ing rel ationships is easy for m e

I know m y strengths

I understand where I am weak and need to be vi gi l ant
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I enj oy worki ng as part of a team

I expect others to fol l ow wi thout question

I bel ieve you need to l isten to others

Scores
0–25 The i ndi vidual has di ffi cu l ty m anagi ng personal behaviour;
transl ating thi s to effecti ve rel ati onshi p m anagem ent, the indivi dual
fi nds it hard to trust others.
25–50 The indivi dual i s com fortabl e with thei r own attitude but
recogni zes that there are areas which require devel opm ent. The
indivi dual can deal with m ost probl em s but expects others to fol l ow.
50–75 The indivi dual i s good at m anaging peopl e and bel i eves i n
devel oping trust and support from others. The indivi dual tends to
manage by consul tati on and openness, recogni zing others’ needs.
75–1 00 The indivi dual has a good approach to l eadershi p and
managem ent that is based on devel opi ng effecti ve rel ationships. The
indivi dual wi l l handl e confl i ct wel l and react wel l to change.
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Chapter 7 – Positioning relationships

H aving consi dered som e of the m ajor infl uences in the
devel opm ent of col l aborative rel ati onshi ps, the focus of this
chapter turns to eval uati ng appropriate rel ationships to
concentrate resources for m axi m um busi ness benefit. M any
organizations underesti m ate (or ignore) the investm ent
requi red to achi eve the ful l potenti al of col l aborati ve worki ng,
because they do not take a focused approach to eval uating and
targeting the right rel ati onshi ps.

H istorical l y term s such as partnering, al l i ances and col l aborative working
have been used in a vari ety of ci rcum stances, coveri ng a broad range of
rel ati onshi ps. Frequentl y the use of such l abel s has been i nappropriatel y
assigned to conventional trading arrangem ents, wi th the resul t that they
set unreal i sti c expectati ons. This creates the percepti on that these m odel s
are sim pl y cosy rel ati onshi ps – or the l atest trend – and are deem ed to
have fai l ed. Col l aborati on can m ake a val uabl e contri buti on to business
operations, but i t has to be recogni zed that these approaches can require
a signifi cant i nvestm ent of ti m e and resources, so i t i s im portant to
establ ish the potential return on i nvestm ent.

I t i s equal l y im portant to understand that every organizati on is di fferent.
Whi l e there are m any com m on them es, any col l aborative program m e
needs to be al igned wi th speci fic busi ness obj ectives and chal l enges. By
segregati ng the profi l e of external rel ati onshi ps, these can be grouped to
ensure that resources are m ost effectivel y depl oyed. Consideration shoul d
be given not onl y to the current rel ati onshi ps, but al so to the potential
devel opm ents withi n the m arketpl ace or antici pated changes in the
overal l busi ness strategy. This wi l l enabl e any im pl em entati on program m e
and investm ent i n col l aborati ve rel ati onshi ps to capture potenti al
benefits i n the future.

Appl ying col l aborative concepts and approaches across the val ue chain
can help to integrate horizontal and vertical rel ati onshi ps to create val ue.
For m ost busi nesses thei r external spend m ay be a si gni ficant proporti on
of total operati ng cost; pl anning their suppl y needs earl y wi l l d i rect
efforts to the optim ized outcom e. U nderstanding the capabi l i ty of
providers and their drivers i s cruci al to devel opi ng an effective
partnershi p. I n today’s m arket the adoption of al l i ances is equal l y
i m portant i n term s of busi ness devel opm ent when consi dering the

69



creati on of com pl ex m ul ti faceted sol utions. Assum ptions during the earl y
stages m ay prove both costl y and tim e-consum ing. Establ i sh ing the right
partner i s cruci al to the success of the venture, so organi zations shoul d
not take any rel ati onshi p for granted; this is parti cul arl y rel evant when
m oving into a new styl e of trading that coul d have l ong-term
im pl icati ons. The process needs to be careful l y considered and devel oped
in a m anaged way to support a good com m erci al and com peti ti ve
posi ti on. In assessi ng a strategic partner there i s a need to l ook m uch
deeper than qual ity com pl iance to a contract. There i s a need to eval uate
m ore i ntensivel y, since once the rel ati onshi p is in pl ace organizati ons wi l l
operate in a m ore open m anner. They m ust be abl e to support the
intended markets and have appropri ate experi ence, ethos and styl e as
l earni ng organizations (see Figure 7.1 ).

Targeting collaborative benefits

Organi zati ons shoul d have a cl ear understanding of what col l aboration
m eans to them . The term has been m i sused i n becom ing the watchword
for m arketi ng peopl e across the gl obe. I t i s not partnering i f al l you do i s
to speak pol itel y to each other. N or shoul d it be used to disgui se what in
m any cases are cost-down contracts. There are m any contracting
approaches that can be depl oyed that cl earl y work better under a
col l aborative um brel l a . We m ay be l ooki ng at opti ons such as target

Figure 7.1 – Learning organization
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contracts, bl anket contracts, preferred suppl iers, cost-pl us contracts,
cal l -off agreem ents or joint ventures; if these wil l provi de the required
outcom es, they shoul d not be confused by cal l i ng them a partnershi p. I n
devel opi ng BS 1 1 000 the ai m was to create a col l aborati ve fram ework
that coul d be used across the contracting spectrum , where partnershi p
m ay be an eventual goal but that coul d al so support m ore traditi onal
rel ationships. The objecti ve has to be focused on enhancing overal l
business perform ance. Thi s enhancem ent i s dri ven by al l of the key
drivers that m ake up this business cycl e, starting with focusi ng the
organi zation on the ‘total cost’ of doing business, as opposed to the price
you woul d norm al l y pay at (say) poi nt of sal e. I t m ust encom pass the
sharing of risk, to get organizati ons l ooking beyond previ ous norm s to
understand why they shoul d even consi der partneri ng as an option.

The concept of col l aboration has a very wi de rem i t i n term s of the joi nt
potential that can be devel oped. Bei ng cl ear on how far you want to go
is extrem el y i m portant to the devel opm ent process. Setting the scene can
often be j ust a sim pl e process of assessing the advantages and
disadvantages associ ated wi th any al l i ance. Consider the exam pl e bel ow.

SELEX Systems Integration Ltd – case study

SELEX System s I ntegration Ltd expected the standard woul d
strengthen our business benefits by bui l di ng and m aintai ni ng
rel ationships throughout our suppl y chai n, and we were not
disappointed. The econom i c chal l enges of the current m arket, pl ace
even greater em phasi s on the val ue of col l aborati ve rel ationships. For
us, therefore, attai ni ng BS 1 1 000 was never a ‘qui ck fi x’ or ‘sim pl y
another approach to suppl y chain m anagem ent’. Thi s standard
offered an innovati ve, structured approach to rel ati onshi p
m anagem ent, which, in additi on to dedicated board com m i tm ent,
had the potential to yi el d transform ati onal l ong-term benefits. SELEX
System s I ntegration Ltd i s rightful l y proud that i t was one of the first
com pani es to be accredited to BS 1 1 000, which i s testam ent to our
corporate ethos of bui l d ing l ong-term rel ati onshi ps based on trust
and transparency.

Ani ta Broadhead
Com m erci al M anager
Sel ex ES Ltd

To m ake a col l aborative rel ati onshi p work, there has to be cl arity on al l
si des as to what each expects to gain and i s prepared to support – j oi nt
obj ecti ves, not the indivi dual scores. So organi zations m ust be cl ear about
their real goal s i n an environm ent of openness and thi s i s often where
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the concepts start to break down. Devel opi ng col l aborati ve program m es
requires real com m itm ent and a structured approach for fi ndi ng the
appropriate partner to work wi th.

Performance based collaboration

When shoul d an organizati on consider the benefi ts of effective
col l aborative rel ationship m anagem ent? I n the fi rst pl ace it shoul d be
focused on being cost-effective and has to be eval uated as the m ost
appropriate tool . There shoul d be consideration as to whether the
rel ati onshi p l ends i tsel f to repeat business and whether i t can benefit
from l essons l earned withi n the ti m e fram e that the rel ati onshi p needs
for it to devel op.

Looking at col l aborati ve arrangem ents requi res a degree of fi l tering. It is
unl i kel y that a di rect copy of one com pany’s program m e woul d fi t
another organizati on exactl y in any event. There are, however, som e
com m on traits that fal l out from i nvestigati on. These are the trai ts that
organizati ons shoul d be l ooki ng to m i rror, recognizi ng that the
tradi ti onal adversari a l approach diverts resources away from focusing on
the m utual benefi ts of opti m i zing cost and tim e. Col l aborative
approaches do to som e extent force organi zations to l ook at how they
share risk, m oni tor perform ance and share cost reductions, as opposed to
tradi ti onal l y subcontracted work based on a fixed pri ce contract, which
frequentl y resul ts in confl i ct and cl aim s. In a col l aborati ve rel ationship
the driver has to be targeted towards m easurabl e perform ance and val ue
for m oney, where the i ncentive i s to perform wel l and share the benefi ts.

Skanska Civi l Engineering – case study

At Skanska we a have a l ong history of col l aborative working with
our custom ers, our j oi nt venture partners and our suppl y chai n.
Col l aboration i n busi ness i s not an easy option as it al ways invol ves
additional effort to ensure that the term s and the direction rem ain
cl ear to everyone, and to ensure that trust rem ai ns at al l ti m es –
even when tim e and m oney are ti ght. H owever, we are convinced i t
i s absol utel y the right way to del iver best val ue to our custom ers and
to our stakehol ders – the benefits far outweigh the di sadvantages.

PART 1 : Why?

72



M any of our fl agship proj ects, such as the M 25 wi deni ng, have been
del ivered through j oint venture rel ationships that extend back
decades. Our suppl y chai n del ivers m ost of our proj ect output; it is
essenti al that we work wi th them to continuousl y i m prove our
com bined effi ciency and productivi ty. Si nce Egan and Latham 7 our
publ ic sector custom ers have recognized that col l aboration is the best
way to del iver the conti nual im provem ents dem anded by those
hol ding the publ i c purse, and we have worked on m any pi oneeri ng
col l aborative contracts i ncl uding the Channel Tunnel Rai l Li nk, Earl y
Contractor I nvol vem ent schem es for the H i ghways Agency and
N etwork Rai l , and the @One Al l iance for Angl i an Water.

BS 1 1 000 provides a fram ework and a l anguage to i m prove the way
we create and sustai n our col l aborative busi ness rel ati onshi ps. It
refl ects our existing best practice, but som e of this i s not form al l y
captured and in other areas we know we can yet col l aborate more
effectivel y. We vi ew BS 1 1 000 i m pl em entation as an opportunity to
record, rati onal ize and i m prove our approach to col l aboration so
that everyone i n Skanska understands how we shoul d m anage our
col l aborative rel ati onshi ps.

J onathan M orris
Business Im provem ent Di rector
Skanska Civi l Engi neeri ng

Defining your expectations

The reason to l ook at expectati ons before decid i ng on the focus of
col l aborati on is twofol d. Fi rstl y, it is on the assum ption that the
organi zation al ready has som e interest i n col l aboration and has ideas of
where i t coul d hel p; and secondl y, wi thout cl earl y establ i sh ing benefits
the focus can be di l uted. Throughout the com m ercial m arketpl ace, you
are unl i kel y to succeed unl ess you know where you are goi ng – and it
m ust m ake com m ercial sense. If you cannot define what success l ooks
l i ke, how can you stri ve for it or know when i t has been achi eved?

Exam ini ng the potential wi der aspects of a business rel ationship wil l
provide useful background thinki ng when it com es to deci d ing the
suitabi l i ty of the approach and the com m erci al benefits of col l aborati on.
With the ever-i ncreasi ng m oves towards sol uti ons (rather than products
or services) the tradi ti onal view of an organizati on is changi ng. It m ay
now depend as m uch on integrated capabi l ity as i t does on traditi onal
products or services. Cost reduction provides true opportuni ties that
traditional rel ati onshi ps are unl ikel y to achieve. This is l ogi cal , for why
shoul d a provider pass back cost reductions when they have com petitivel y

7 M aj or reports in th e 1 990s l eadi ng to sig nificant recomm endations for better practice i n

publ ic sector con struction proj ects.
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won a contract? I n a traditi onal rel ationship the buyer sel dom (if ever)
provi des the fl exibi l i ty to generate these savi ngs, perhaps because they
do not bel ieve that they woul d get a fai r share of the saving for the
effort invol ved.

I n a m ore open rel ati onshi p the rul es can change, and across industry
they are being changed through partnering deal s. To rem ain at the
l eading edge, organizati ons have to change the rul es and col l aboration
offers one of the approaches. When both si des can see real return for
thei r effort then the enthusiasm for trying i ncreases, parti cul arl y if this
can be done wi thout eroding m argi ns and profitabi l i ty. This offers better
benefi ts com pared with the tradi tional negoti ating of contract changes
or variations, where both si des l ose interest as each tri es for the m aj or
sl i ce. I f you have the right partner you can l ook to see where there i s
dupl i cation of effort and what real l y does add val ue. Once organi zati ons
‘cross the Rubi con’ i n m aking a col l aborati on deci si on i t i s surprisi ng what
opportuni ti es com e to l i ght.

I n m any fiel ds of engineering contracting m uch of the tim e is spent i n
reviewi ng and questi oni ng the output of provi ders and suppl iers. So one
m ight ask: i s i t not better to appl y the effort upfront to val i dati ng the
partner than si tti ng l ooki ng over thei r shoul der? The effort shoul d go
i nto l ooking for opportunities, not fai l i ngs. Thi s gives a m uch greater
return on investm ent but i nvol ves a m uch greater degree of responsibi l i ty
on both si des to m ake it a success. The devel opm ent of j oi nt
responsi bi l i ty opens up the possibi l i ty for j oint m anagem ent and as a
resul t l ower costs. H owever, avoiding dupl ication of effort does of course
raise the issue of risk m anagem ent – but the potenti al to im prove
com peti ti veness through col l aborati on risk shari ng is a m aj or
consi deration.

H aving l ooked pri ncipal l y at the operational benefi ts, the next benefi t
com es from taking a l onger-term perspecti ve. These opportuniti es m ay
not be im m edi atel y appropri ate but coul d i n ti m e be the basis of a true
winning com binati on through optim izati on in i ts m any form s. The
l ong-term stabi l i ty of a true col l aborative partnershi p provides a pl atform
on whi ch each party can grow, working within a team envi ronm ent that
encourages the focus to be on total cost (not i ndi vidual order vol um e)
whi l e m aintai n ing profitabi l i ty for al l and i ncreasing orders. These are
som e of the concepts that are bei ng used to i m prove the com peti tiveness
of previousl y establ i shed adversari es i n the val ue chai n.

Segregating relationships

The spectrum of rel ati onshi ps, specifi c needs and strategic requi rem ents
wi l l be m any and varied. Withi n this context the fol l owi ng generi c m odel
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(see Figure 7.2) based on the Kral j i c m odel 8 provides a basis for in iti a l
posi tioning of rel ati onshi ps. In som e cases there wi l l be a progression
from one sector to the next, based on changes in dem and or the
devel opm ent of an opportunity. At the end of thi s chapter there is a
bri ef checkl ist, whi ch m ay hel p to focus devel opm ent.

Suppl y contracts woul d be those that wil l general l y cover products,
com m odi ties or si m pl e servi ces that are rel ati vel y l ow val ue, l im i ted
com pl exity and l ow ri sk but, m ore im portantl y, not of strategic im pact to
the busi ness. Opportunity contracts woul d be those that whi l e of
signifi cant i m pact are general l y one-off type requirem ents, where the
m ost l ikel y best outcom e woul d com e from a tradi ti onal l y devel oped
arm ’s-l ength contract arrangem ent. Col l aborative fram eworks woul d be
those that whi l e not i n iti a l l y strategic in nature are of signifi cant
cum ul ative val ue, where overal l cost and perform ance can be enhanced
through the devel opm ent of a fram ework agreem ent that fosters a m ore
i ntegrated approach. Partneri ng and al l i ances woul d be strategi c
requirem ents where the l ong-term potenti al for an integrated approach
coul d provi de significant advantage and benefit through the exchange of
knowl edge and resources.

The chal l enge for m ost organizati ons is to establ ish and com m uni cate a
cl earl y defined set of cri teri a to hel p those i nvol ved in the sel ecti on

8 Purchasing must become supply management, Kral j i c P, H arvard Busin ess Review, 1 983.

Figure 7.2 – Relationship focus
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process to understand the different models and appl ications. However,
these alone should never be the only criteria when considering any
contracting arrangement. There needs to be a balance against aspects of
performance and overal l risk to the business. Every organization is
different and thus the spread of activities may vary significantly; however,
in most cases the cost and risk profi le tends to fol low a pattern.

The matrix shown in Figure 7.3 provides an initia l basis for establ i sh ing a
relationship route to ensure that col laborative programmes are focused
appropriately, defin ing how they wil l function and del iver additional
value. Structured correctly, i t wi l l provide a platform for measuring
success and provide clarity on resources, risk and contribution. Before
looking at setting up a col laborative approach, there should be a hard
debate around the l ife expectancy of the agreement. Contract duration
wi l l have a major impact on the thinking process and the structure of
arrangements. Over a period of time the market position changes; i f
agreements are not flexible there wi l l be problems downstream.

Figure 7.3 – Contracting types
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What shou ld your partner look like?

Creating an effecti ve strategy m ust be based not on desires but on a fi rm
foundati on of capabi l i ti es and sound assessm ent of the arena that wil l be
encountered. There needs to be a fram ework wi thin whi ch organi zati ons
can undertake a system ati c approach to consol i dati ng their internal
expectations and vi ews of potential partners, then depl oy these findings
to create the appropriate strategy (see Fi gure 7.4). Through a process of
categorizi ng the key i ssues, organi zations can focus on the fundam ental
issues that wi l l drive the rel ationship towards a successful
im pl em entati on. Certai nl y there wil l be som e opini ons about the issues
that have greater wei ght, sim pl y due to the personnel invol ved, or at an
adm inistrati ve l evel thi s m ay be a factor of the organi zational styl e of the
potential partner. I n the l ater stages of assessm ent there has to be a
focus on setting acti on pl ans for im provem ents and any correcti ve
acti ons; no one specifi c i ssue i s l ikel y to be a ‘show-stopper’. This is
because in m ost cases the potential partner is al ready part of the existing
trading network, where com m on perform ance issues wi l l have al ready
been assessed.

The process i s to devel op the cri teri a that wi l l be used to m ake the
assessm ent, aim ed at com pi l ing a sound overal l picture of the potenti al
partner and then focusi ng on the areas for expl oitation and
im provem ent. I t i s com m on that certai n functi ons withi n an organizati on
wi l l have greater em phasi s than others, but if the rel ationship i s to be
effective then each pri m ary functional group m ust be represented i n the
eval uati on. Sam pl e criteria for assessi ng potenti al partners i s shown
bel ow.

Figure 7.4 – Development areas
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Typi cal partner profi l e questi ons:

Level of com m itm ent
Level of capabi l ity
Dynam ic cul ture
Appropri ate organizati on
Level of com m uni cation
Total cost approach
Qual ity program m e
Comm i tm ent to our vision and val ues
Custom er focus
Attitude to partneri ng

This wi l l resul t i n identi fying those potenti al partners where there i s an
obvious fit. The rem ainder are those organi zati ons that m ay need tim e to
devel op i n order to becom e partners and those where it woul d cl earl y be
i n the best interests of the parti es to rem ain i n a conventional
contracting rel ationship.

I n general , the custom and practice of organi zati ons and thei r traditi onal
rel ati onshi ps wi l l support the vi ews identified i n partner assessm ents. The
i ntended outcom e of this process i s to in itiate a m ore i ntegrated
rel ati onshi p; the vi ews used to thi s point have been those from withi n
the organi zation, so it is often useful to consi der testing the val id ity of
the fi l teri ng process on the prospecti ve partner. Cl earl y, m any of the
vi ews expressed from insi de the organizati on are l ikel y to be cri ti cal ,
since that is the obj ecti ve of the process. Even though the ai m i s to
hi ghl ight strengths, i t i s com m on to focus on the negati ves.

Conclusion

I f segregati on is approached i n a structured m anner, then the outcom es
wil l be focused on creating a pl atform for expl oi ting the rel ati onshi p and
defi ni ng areas where j oi nt attenti on coul d produce benefi ts to both
parti es. In m ost cases the tensions between organizations are sel dom
one-si ded; the structure of the assessm ent can be very useful in opening
up possi bi l i ti es for im provem ent. The feedback from such discussions can
often strengthen the anal ysis and i m prove the overal l process, as
recognition of i nternal constraints is not som ethi ng that m ost
organizati ons can easi l y identify.

Col l aboration is about expl oiting the j oi nt potential of partnering
organizati ons in an open and positive m anner, so feedback wil l a l so test
the val id i ty of the potential partners’ resol ve to partici pate proactivel y.
This shoul d be devel oped into sui tabl e action pl ans to address the short-,
m edi um - and l ong-term i ssues that resul t from the overal l anal ysis. Thi s
process is crucial to get in pl ace the key i ssues that need to be addressed
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wi th potential partners. These consol i dated perspecti ves generate a
real i sti c and recognizabl e profi l e that shoul d onl y encourage
im provem ent.

The appl icati on of col l aborative approaches takes ti m e and val uabl e
resources, so i t i s i m portant to focus on depl oying organizati ons’ assets to
m axim um effect. A structured approach hel ps to ensure that these
capabi l i ties can be focused on where they wi l l del i ver m axi m um val ue. I t
is al so im portant to ensure that approaches such as partneri ng or
col l aborati on are not appl i ed to si tuati ons where m ore traditional
approaches are adequate to m eet the operati onal need, si nce if they are
not m anaged properl y the l ikel y outcom e woul d be counterproductive.
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Checklist

The general profi l ing approach shown in Table 7.1 helps to develop a
specific strategic approach that addresses internal concerns and external
influences. The matrix is based on a simple scoring model to gauge the
importance of specific identified issues. By assessing these 20 parameters
the organization should be able to start the process of segregating its
existing or projected future relationship requirements.

Table 7.1 – Identifying key parameters for potential partners
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PART 2: H ow?

Chapter 8 – Background and introduction to
BS 1 1 000

In Part 2 of thi s book the ai m i s to assess how to use BS 1 1 000:
where the BS 1 1 000 fram ework can add som e structure and
benchm arki ng for an organizati on’s capabi l i ty to expl oi t
col l aborati ve approaches. Part 1 consi dered the background
and posi tioning of col l aborati ve rel ationships; potential
benefi ts were al so i denti fied. This chapter i ntroduces the reader
to BS 1 1 000; subsequent chapters in thi s part focus on the
various ‘how’ aspects.

The ai m of BS 1 1 000 (the worl d’s fi rst rel ationship fram ework, devel oped
i n association wi th a pan-i ndustry group) was to establ ish a national and
sector-neutral fram ework that captures best practice in col l aborative and
partneri ng program m es to support the i m pl em entati on and m anagem ent
of col l aborati ve rel ationships. The dri ve to devel op a route m ap for
col l aboration cam e from the experience of working on al l iance and
partneri ng program m es, som e of which del ivered signifi cant benefit and
others that fai l ed. Experience hi ghl ighted that when rel ati onshi ps did not
del i ver or hi t upon rough tim es it was cl ear that the foundati ons were
weak. There are m any sound m ethodol ogi es avai l abl e to support
col l aborative or partneri ng program m es, but m ost of these focus on the
point of engagem ent and beyond, whereas the standard i s based on a
l ife cycle m odel from concept to cl osure.

The m aj or chal l enge hi ghl ighted was that the princi pal constrai nt woul d
be the l ack of ski l l s wi thin the busi ness sector to devel op and m anage
these networks. The tradi tional com m and-and-control m anagem ent
train ing was inadequate to address the com pl exi ty of expl oiti ng this
rel ati onshi p-based com m uni ty. Devel oping the m ore fl u i d structures and
train ing of future m anagers has al so brought out a significant num ber of
associ ati ons and organizations focused on trying to raise the professi onal
standard and benchm arking for these new ski l l s. I t was thi s trend that
i nstigated the devel opm ent of BS 1 1 000 through the adoption of the
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CRAFT m ethodol ogy, 9 which was the foundati on of the standard. The
driver was to i denti fy the key requirem ents that woul d provide a sound
pl atform to col l aborate, then devel op the pri ncipl es that coul d be
em bedded i n operating processes to gi ve organi zations a m ore effecti ve
foundati on. The resul t of this research was the eight-step m odel that
now form s the backbone of the standard (see Fi gure 8.1 ) .

Awareness: changing the way we rel ate to external organizati ons can be
chal l engi ng to overcom e. There m ay be i nternal constraints where
col l aboration is viewed as ‘soft and fl uffy’. I t is equal l y crucial to ensure
that efforts are focused on those rel ati onshi ps where col l aborati on wi l l

9 CRAFT: Col l aborati ve Rel ati onshi p, Assessm ent, Fu l fi l m ent, and Transformation –

methodol ogy d evel oped by th e auth or with PSL (now known as th e I nsti tute for

Col l aborative Workin g).

Figure 8.1 – Eight-step l ife cycle model
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del iver real value and avoid using ti tl es such as ‘partnering’ that can
com pl icate tradi tional contracting rel ati onshi ps.

Knowledge: creati ng effecti ve col l aboration needs strategies focused on
the business obj ecti ves. The strategy m ust recognize the ri sks associated
with greater integrati on, together wi th aspects of knowl edge
m anagem ent and busi ness conti nui ty. I t i s parti cul arl y useful to consider
your exit strategy at thi s stage, as this wi l l hel p to identify key concerns.

Internal assessment: understandi ng the strengths and weaknesses of our
own organi zations is critical if col l aboration is to be successful . We
frequentl y focus on what we want from others, rather than ensuring we
can m eet our side of the arrangem ent.

Partner selection : fi ndi ng the right partner i s cri ti cal and frequentl y we
assum e that l ong-standing traditi onal suppl i er rel ationships can si m pl y
m igrate. Often thi s i s not the case, so i t i s i m portant to understand the
partner profi l e you are l ooking for and how you wil l eval uate thei r
capabi l i ty to col l aborate.

Working together: establ i sh ing j oint governance for col l aborati ve
program m es and i ntegrating these into effecti ve contracti ng
arrangem ents requi res careful attention. There m ust be consi derati on for
both the joi nt obj ecti ves and those of the indivi dual partners, together
wi th ensuring that the perform ance i ncentives and m easurem ent wil l
support col l aborative behaviours.

Value creation : the key to m aintai ni ng a sound rel ati onshi p is to ensure
that i t rem ains current and drives innovation to bring addi ti onal val ue to
the rel ationship through j oi nt continual im provem ent program m es.

Staying together: rel ationships need nurturi ng. Changes in peopl e and
the business environm ent m ust be m onitored, al ong with perform ance
and behavi ours. I ssues and di sputes wi l l be i nevi tabl e but can strengthen
rel ationships i f handl ed effecti vel y.

Exit strategy: nothi ng l asts for ever and business rel ationships wi l l
eventual l y reach an end. M ai ntain i ng a joint exit strategy is im portant, to
keep the partners focused. At the sam e tim e, cl ear rul es for
disengagem ent wi l l frequentl y im prove active engagem ent throughout
the l ife of the rel ati onshi p.

A foundation for collaboration and partnering

The concept of a vi rtual organi zation i s not new; earl y references go back
to the 1 950s, when the com puter was a new busi ness tool . Taki ng a
broad defin ition, perhaps the grouping of di fferent special ist trades to
create a custom er-focused product has been com m on, rather than
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excepti onal , throughout history. In today’s wi red worl d we focus on
computers and internet technol ogy, l inking com panies across the gl obe
and offering opportuni ties for val ue proposi ti ons that i ndependentl y
woul d not be practi cal . Another signifi cant m ovem ent towards
i ntegration of busi ness rel ati onshi ps began in the 1 980s. Thi s was
partneri ng or the use of al l iances, whi ch showed how i ndependent
organizati ons coul d operate withi n the ‘um brel l a’ of a singl e obj ecti ve.
Crossing tradi tional contractual boundari es, the m odel devel ops a m ore
i ntegrated approach than that of ol d-styl e consorti a.

As busi ness m oves from an industria l econom y towards a network
econom y, exchangi ng a portfol i o of products for capabi l i ties and new
rel ati onshi ps, we see an evol ution em braci ng virtual i ntegration. Thi s i s
g i ven further i m petus by gl obal izati on; organizati onal structures and ski l l
sets m ust be re-eval uated to rel ate better to the rel ationship-based val ue
chai ns of the future.

So why di d thi s ‘new’ enthusi asm start to drive in di fferent di recti ons?
The truth is that, despite the ‘soft and fl uffy’ perceptions, the foundation
of col l aborati ve thi nki ng was based on hard com m ercial needs and
chal l enges – reduci ng costs to m aintai n positi on in an ever increasi ngl y
competi tive m arketpl ace. U nfortunatel y it al so m eant that pressure to
reduce costs at the top of the suppl y chain pl aced pressure on those
further down to take on hi gher l evel s of risk. I n m any cases the resul t
was l ess reward, despi te the sal es pitch that shared ri sk woul d be
bal anced against increased potenti al profit. The i dea of ‘no pai n, no gain’
takes on a whol e new m eaning.

I n fact the real exponents of col l aboration i n recent years were those at
the suppl y end of the production m anufacturi ng m arkets. Concepts such
as just in tim e (J I T) suppl y program m es requi red the forgi ng of new
rel ati onshi ps between suppl i ers and m anufacturers. In m any cases the
m ajor retai l sal es outl ets devel oped approaches which ring-fenced such a
l arge part of their suppl ier’s producti on that i n practi ce they had al m ost
total m anagem ent control wi thout taki ng any equity. These m ay have
been cal l ed partneri ng arrangem ents but i n real ity they were traditional
m aster-and-servant rel ationships. The m ove towards outsourci ng brought
with i t new probl em s, for whi l e it d id reduce i n-house costs i t al so m eant
a greater dependence on thi rd parti es, who them sel ves needed to
provi de returns to their sharehol ders.

The evol uti on of the suppl y chain becam e a strategi c i m perati ve and the
i dea of J I T rel ationships m oved towards finding new ways of rem ai ni ng
competi tive; the prospect of cost reduction across the suppl y chai n
becam e the m ajor driver. These arrangem ents triggered the start of
l ooki ng at m uch ti ghter rel ati onshi ps, where interdependency opened
doors to el i m inati ng dupl i cati on of effort and investm ent. The essential
component of these rel ationships was a need to introduce incenti ves for
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improved performance on both sides of the trading boundary. Risk and
reward had to be acknowledged and trading terms had to be long
enough to al low investment return.

Unfortunately for many, at least in the short term, they launched into the
concept with a somewhat uninformed approach. Their new way was
outwardly based on teaming, bonding and a search for those who
claimed the same desires. The view that your attitude and that of
partners was in fact more important than having a sound working
relationship opened up a whole vista of problems. The col laborative
al l iances became stretched as confl icts of interest and individual company
profitabi l i ty came under pressure. As with any relationship, there wil l
a lways be times when differing views and drivers create the pressure for
self-preservation. But some cases, which are now often held up as the
benchmarks for promoting the concepts of partnering, not only
establ i shed working al l iances to enable a sound business case to be made
for previously uneconomic developments. They have shown that by
working openly together with their supply chain, development costs can
be reduced by 30 per cent as was the case for BP Andrew. The real ity is
there and so is the potential risk: i f any company heads into the world of
col laboration thinking it i s easy, they wi l l very quickly fai l . Those who
have been successful shout a lot, those who have fai led keep very quiet.

Changing the rules of the game requires al ternative thinking that may be
suppressed within the confines of current contracting practice. This
transition can seldom be achieved purely based on internal actions. The
development of an integrated relationship must be based on exploiting
the complementary ski l l s and resources that potential partners can bring
to the arrangement.

The objective of increasing value to the partners and to the ultimate
customer must be based on the key ingredients that that are considered
to represent and support the end goals. The objective when undertaking
an organizational analysis i s not simply to rank organizations, but to
remove the outer layer; and establ ish if the potential partner shares the
long-term objectives and targets that wi l l del iver benefits to the
arrangement over time.

The traditional benchmarks that accompany suppl ier selection such as
financial strength and historical performance should not be ignored, but
should be balanced against the underlying ethos that wi l l ensure that as
the relationship progresses the parties can become focused on joint aims
to their mutual benefit.

Successful col laboration rests on a common drive to exploit the joint
potential of two or more individual organizations. BS 1 1 000 standard
provides a structured platform for organizations to real ize their
capabi l i ties and those of its partners to provide an integrated solution
that creates value and optimizes existing relationships. Organizations are
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beginning to appreciate that integration can del iver valuable
contributions; however, th is means that traditional contracting
boundaries and perceived safeguards need to be complemented with a
more focused view on the type of organization being col laborated with.
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Costain – case study

For Costai n the m ai n drivers for col l aborati ve worki ng were al ready
there – it is fundam ental l y the way we work, and is key to our
‘Choosing Costain strategy’. So adopting BS 1 1 000 was a ‘no-brainer’.
Doi ng so wi l l dem onstrate to our custom ers that we do what we say,
and our col l aborati ve capabi l ity has been independentl y verified by
BSI .

Another key driver is that BS 1 1 000 provi des a standard approach
wi th a com m on l anguage that (as m ore organi zati ons adopt the
standard) can be adopted and readi l y understood by al l parti es. I t
has hel ped bri ng structure and process to a subj ect that had in the
past been a l ittl e intangibl e and i s particul arl y i m portant as we form
m any j oi nt ventures, a l l i ances and rel ationships.

One of the fi rst chal l enges was to m ap our existing col l aborative
processes to the standard, and not to rei nvent the wheel or cause
dupl icati on, and then l ooking to see where any gaps were. For
exam pl e, pl anning for ‘d isengagem ent’ before sel ecting a partner
was som ething that was not form al l y done at thi s earl y stage of a
rel ationship.

Tony Bl anch, Busi ness I m provem ent Director
Costain G roup

Effective perform ance is created through i ntegration of the
organi zation’s i nternal envi ronm ent and its external custom ers and
suppl iers. H ol i sti c m anagem ent has to extend beyond the traditi onal
functional boundaries withi n organi zati ons to ensure that opportunities
are ful l y expl oited. Bui l d i ng on the strengths of the organi zati on, it is
cri tical to establ i sh the current l evel of knowl edge and ski l l s to ensure
that sui tabl e train i ng is devel oped that wi l l provide an effecti ve pl atform
to m ove i nto col l aboration wi th confidence.

Creating the future of collaboration

In col l aborati ve business rel ati onshi ps, the advantage of devel oping m ore
effective rel ati onshi ps i s i n expl oiti ng the joi nt knowl edge and
capabi l i ties of organizati ons to create added val ue for the partners, and
for the end-custom er or consum er, which coul d not be created
indivi dual l y. This shari ng of knowl edge is at the core of effecti ve
col l aborati on and is the catal yst for creati ng val ue.

Val ue creation is about sti m ul ati ng innovation and capital izi ng on the
real i zati on of what m ay have been known by al l but not recognized
because of organizati onal barri ers. I t i s probabl e that m uch of an
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organizati on’s busi ness processes and i nteraction has been establ i shed
because of organi zational boundaries and l ack of trust. The process of
seeki ng out com petitive advantage through col l aborati ve i nteraction i s a
m ajor opportuni ty throughout the val ue chai n (see Figure 8.2). The
expl oi tati on of col l aborative approaches m ust have a foundation that is
based on del i vering added val ue to the parti es, through capi tal i zing on
the synergies. This wi l l enabl e organizati ons to share resources or rem ove
non-val ue added acti viti es. Longer-term benefi t i s i n m ovi ng the
arrangem ents forward to provide m ore com petitive opti ons for the
end-custom ers and creati ng even greater val ue. I n different organizati ons
val ue m ay be deri ved from sati sfyi ng a variety of differi ng chal l enges and
needs. These are often com m on across organi zations, but they m ay vary
and ensuri ng synergy is crucial to m aintai ni ng joint focus on outcom es.

Every rel ationship i s d i fferent, whether verti cal or hori zontal ; however,
the key issues wi l l be com m on to m ost. BS 1 1 000 creates a pl atform for
devel oping and m anaging col l aboration from concept to com pl etion. The
chal l enge for m any organi zations i s firstl y to ensure the effecti ve i ni ti a l
engagem ent of the stakehol ders and then to m aintai n this engagem ent

Figure 8.2 – Value chain
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over the l ife of the program m e, particul arl y where it i s l ikel y that there
wi l l be changes of personnel duri ng the operational phase. The
introducti on of the rel ationship m anagem ent pl an (RM P) provi des a
fram ework to docum ent the devel opm ent process and create a dynam ic
record as the program m e evol ves. In thi s way it is intended to provi de a
focus and background for operational personnel ; where appropri ate, it
al so provi des a central i zed record for any process audit or assessm ent for
organi zations seeking accreditation to BS 1 1 000.

Raytheon Systems – case study

Raytheon System s recogni zes the i m portance and si gni ficance of
achievi ng success both for custom ers, suppl i ers and the com pany. This
understandi ng is refl ected in the com pany’s core val ues, em bedded in
Raytheon’s Vi sion, Strategy, G oal s and Val ues. They serve as the road
m ap for our achievem ents and the benchm ark by which we m easure
our perform ance each year.

BS 1 1 000 com pl em ents these core val ues; i t underpi ns and sustai ns
Raytheon’s approach to rel ati onshi p m anagem ent, both i nternal l y
and external l y. BS 1 1 000 provides an independent and rel iabl e
benchm ark against which each parti cipati ng entity can rel y on a
com m on set of m easurabl e rel ationship pri ncipl es, outl ined against a
bal anced and equi tabl e process of rel ati onshi p m anagem ent. Whi l e
Raytheon has al ways had a strong col l aborati ve worki ng cul ture,
adopti on of this standard has provi ded ’structure to our cul ture’.

Certi ficati on and ful l adopti on of BS 1 1 000 supports Raytheon’s
strategi c ai m s. M ore custom ers seek to reduce cost and risk through
vari ous effi ciency m easures. Thi s i ncl udes posi tioning m ore com pl ex
and l engthier contracts, necessi tati ng col l aborati ve industry sol uti ons.
Through certifi cati on to BS 1 1 000, Raytheon bel i eves i t i s strongl y
pl aced to m eet custom er dem ands i n this envi ronm ent. Adoption of
the standard has supported the necessity for significant
sel f-real izati on in the form of m andating internal due di l igence as
wel l as the obvious external due di l igence before enteri ng a
col l aborative arrangem ent. From experience, we know that
appl ication of the standard has added significant val ue to exi sti ng
and new rel ationships.

M ike Woodstock, Com m erci al Executive
Raytheon System s Lim i ted
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Conclusion

Cl earl y each organi zation has di fferent drivers and strategi c needs; for
m any organi zations col l aboration and partneri ng is not the answer. But it
shoul d be part of the strategi c thi nki ng to identi fy where there coul d be
i nvestm ent opportuniti es, which expand the enterpri se without creating
com pl ex and rig i d l egal rel ationships or joint ventures.

There i s no singl e sol ution to the com pl exi ties of col l aborative ventures
but the characteri sti cs are com m on. I t i s these com m on features that the
devel opm ent of BS 1 1 000 has captured to provi de the route m ap to
creating i ndi vidual sol utions, which are based on m utual understandi ng
and benefit. The neutral ity of the standard provi des a bri dge to hel p
forge robust and sustainabl e rel ati onshi ps.
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Checklist

Tabl e 8.1 provides som e ini tia l i deas to hel p i dentify where col l aboration and BS 1 1 000 m ay add val ue i ni ti al l y and beyond.
It i s i m portant to define the expectations, not assum e them .

Table 8.1 – Identifying relationship drivers

Wider aspects of
relationships

Competitive
tender

Preferred
suppl ier

Alliance Partnership/
consortium

Joint
venture

Long-term stabi l i ty X X

J oi nt research and devel opm ent
(R&D)

X X

Reduced total cost O X X X

Focused team X X X

Risk sharing O X X

I nnovation X X

Optim i zation O X X

Reduced qual i ty cost O O X X
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Reduced support cost O X X

Reduced engineeri ng cost O O X X

Back-to-back term s O X X

Real i sti c l iquidated dam ages (LDs) O X X

Real guarantees O X X

Cost reducti on O X X X

Infl ati on hedging O O X

Lower tendering costs O X X

Reduced cycl e tim e O X X X

Wi nni ng pri ces O X X

Im proved cash fl ow O X X

Fi nance/fundi ng support O X

G l obal suppl y O O O X O
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Custom er support O O X X

Currency ri sk m anagem ent O X X

Rel i abl e del ivery O O X X X

M arket prici ng O O X X X

Enhanced service support O O X X

Extended ski l l s base O X X

Enhanced suppl y options O X X

Integrated proposi ti ons O O X X

Custom er focused sol uti ons O O X X

X = l ikel y
O = possi bl e
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Chapter 9 – Awareness

Col l aborative approaches wil l cut across every functi on in an
organization; i n order to achi eve success there m ust be
awareness of the new approach – the subj ect of this chapter.
The initi a l key is to ensure that an organizati on has a cl ear
m andate and strategy to undertake a col l aborative
engagem ent. Thi s has to be dem onstrabl y al i gned with the
visi ons, val ues and obj ecti ves of the busi ness.

I t i s essential that the adopti on of a col l aborative approach i s cl earl y
al igned with the business goal s and objecti ves. In thi s way the concepts,
ai m s, and the potential for a val ue chai n or val ue network approach can
be appreciated across the organi zation. Prom oting col l aboration m ay be
at odds with current thi nki ng, so its benefits often need to be expl ai ned.
These benefi ts m ust be articul ated and understood, incl uding the
l ong-term advantages; th is m ay be parti cul arl y di ffi cul t where integration
wi th external organizati ons coul d affect i nternal resources. Adopting a
val ue chai n approach m ust cl earl y offer greater tangi bl e benefits than a
m ore traditional ownershi p m odel . I t shoul d be focused on a robust
anal ysis of a cost-effective sol ution.

Executive sponsorship and policy

For m any organizations the vi ew of tradi tional trading rel ationships is
seen as one of expl oiti ng power. Im pl em enting col l aborative approaches
needs strong support from the top to overcom e i nternal concerns and
constrai nts and to support appropriate provisi on of resources. Successful
col l aborati on m ust be based on establ i sh ing real istic and achi evabl e aim s
that are cl earl y defi ned and m eet the objectives of the whol e
organi zation. As the i m pl em entati on progresses there m ay be opposition
to the change; the chal l enge and potential objecti ves wi l l need to be
understood. The appoi ntm ent of a senior executi ve sponsor responsi bl e
for supporti ng these col l aborative i n iti ati ves i s seen as a cruci al starti ng
poi nt to reinforce i m pl em entation, support the al l ocation of necessary
resources and ensure that cl ear pol i cies and processes are in pl ace to
underpi n the visions and val ues of the organization.
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Business objectives

Al i gni ng col l aborati ve approaches wi th the business goal s and objectives
ensures that there are cl ear l inkages between adoption of a col l aborative
approach and the organi zati onal change that m ay be requi red. When
shoul d an organization consider col l aborati on and the benefi ts of
effecti ve rel ationship m anagem ent? I n the first pl ace it shoul d be focused
on being dri ven by m easurabl e outcom es. Col l aboration m ay be a good
way to work but it shoul d be depl oyed where i t adds val ue. There shoul d
be consi deration as to whether the targeted rel ati onshi ps l end
them sel ves to sustai nabl e business, then whether the arrangem ents wi l l
faci l i tate the shari ng of resources, can be based on shared risk and
reward, and can benefi t from l essons l earned. To set the overal l busi ness
strategy, you wi l l need to address not j ust the l ocal obj ecti ves, but al so
understand the wider perspective. Whether col l aboration i s at com pany,
group or i nternational l evel , each has an infl uence on how the pl ayers
m ay react or what opti ons and safeguards m ay have to be integrated.
U nderstandi ng what dri ves your organization and that of the custom er
or suppl ier are i m portant features of the devel opm ent process. The
whol e spectrum of the m arketpl ace wil l i nfl uence events; i f these are not
understood, then opportuni ti es m ay be m issed and the ri sk profi l e
i ncreased.

Benefits and business case

Adopti ng a val ue chai n approach m ust cl earl y offer greater tangibl e
benefits than a m ore tradi ti onal ownership m odel . I t shoul d be focused
on a robust anal ysi s of a cost-effecti ve sol uti on. There needs to be a
sound business case establ ished; despite what m any peopl e suggest is just
a change of attitude, effective col l aborati ve worki ng requi res investm ent
of resources to devel op the processes and ski l l s to del i ver success. I ts
success wi l l very m uch depend on the attitude and com m i tm ent of those
i nvol ved to dri ve the ri ght behavi ours. Col l aborati ve worki ng is not a
‘soft opti on’ but one that can del iver real tangibl e benefi ts.
I m pl em enti ng any organi zational change program m e m ust be bal anced
against the costs and im pacts on the current business m odel ; the sam e is
true when im pl em enti ng col l aborati on – in fact, potenti al l y i t can have a
greater fundam ental i m pact across the organi zation. U nderstanding,
expl ai n ing and rai sing awareness about the costs and benefi ts are cruci al
to creati ng the right envi ronm ent.

Segregate relationships

H istorical l y term s such as partnering or col l aboration have often been
used too l iberal l y and frequentl y when not necessary or appropriate. Thi s
can l ead to confusion, m i sal i gnm ent of goal s, fai l ure based on
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expectations and l ack of robust m anagem ent. I t i s im portant to focus
onl y on where col l aborati on can add real val ue. So i f exi sti ng approaches
wi l l provide a com peti ti ve outcom e, then avoi d the com pl i cati ons and
efforts of a col l aborati ve m odel . Col l aboration shoul d be cl earl y focused
on those rel ationships where i t wi l l cl earl y del iver real val ue; using the
term where i t real l y has no true val ue can com pl i cate a traditional
engagem ent. Perhaps the m ost cruci al deci si on i s how organi zations
differentiate their rel ationships and focus their resources effecti vel y. The
spectrum of rel ationships and speci fi c needs and strategic requi rem ents
wi l l be m any and vari ed. Considerati on shoul d be given not onl y to the
current rel ati onshi p profi l es but al so to potenti al devel opm ents wi thin
the m arketpl ace or expected changes i n the overal l busi ness strategy. This
wi l l enabl e any devel opm ent program m e and investm ent in partnering or
col l aborati ve rel ati onshi ps to capture potenti al benefi ts in the future.
U nderstanding the param eters of exi sti ng rel ati onshi ps provides the
pl atform for bui l d ing effective engagem ent.

Evaluate key ind ividuals

Working i n a col l aborative envi ronm ent m ay not suit everyone; whi l e
they m ay be excel l ent in one dom ain, the capabi l ity and ski l l s for
operating i n a m utual l y benefici a l rel ati onshi p m ay chal l enge som e
indivi dual s – however, it can represent a devel opm ent opportuni ty for
m any professional s. When potential areas for the appl i cati on of
col l aborati ve approaches have been establ i shed, the next key stage is to
consider the internal capabi l i ti es to del iver such a program m e.
Col l aborati ve worki ng and m anagem ent are not easy tasks and
frequentl y they are outsi de the experi ence of m any peopl e. If
col l aborati on is to del i ver val ue it has to have the ri ght l eadershi p and
ski l l s. Thi s m ay be a si gni fi cant constrai ni ng factor even at thi s i ni ti a l
stage; the assum ption that everyone can handl e the nuances of
col l aborati on can l ead to inherent fai l ures. As part of the overal l business
strategy that i s encom passi ng a potential col l aborative approach, i t i s
essenti al to understand what ski l l s are avai l abl e and what devel opm ent
m ay be necessary.

Initial risk assessment

Every busi ness venture carries som e risk and m anagi ng risk is a key aspect
of sound business. Col l aborati ve approaches can i ntroduce al ternati ve
ways of m anaging ri sk, incl uding a joint approach with partner(s), but
can al so introduce new risk el em ents that need to be i dentifi ed and
carri ed forward.

Bui l d i ng new busi ness m odel s or refi ni ng the current val ue chain m ust be
driven by cl earl y identi fied opportuni ti es and real istic i dentifi cati on of
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the potenti al risks i nvol ved. A col l aborative rel ati onshi p offers broad
opportuni ti es to expand the business profi l e, but at the sam e tim e brings
a l evel of i ntegration ri sk. A col l aborati ve approach encourages
organizati ons to l ook at how they share ri sk, m onitor perform ance and
share rewards. Tradi ti onal l y, if you subcontracted work, you issued a
fixed-price contract, then fought wi th the provider to get them to m eet
their obl i gations. In a col l aborati ve m odel the driver has to be targeted
towards m easurabl e perform ance, val ue for m oney and shared objecti ves.
Research into col l aborative program m es hi ghl ights the probl em wi th
perform ance standards: in m any organi zations the perform ance of
i nternal services groups is al ways cri ti cized, but there are few m ajor
critics, as m ost i ssues get sol ved l ocal l y or at a personal l evel . Once you
bri ng in a ‘partner’ to provide the servi ce the l evel of perform ance i s
expected to be substantial l y hi gher.

Relationship management plan

The i ntroduction of the RM P provi des a structured approach for
docum enting the devel opm ent process and creati ng a dynam ic record as
the im pl em entation evol ves. I n this way it is intended to provide a focus
and background for operational personnel ; where appropri ate, it al so
provi des a central ized record for any process audi t or assessm ent for
organizati ons seeki ng accredi tati on to the standard . This m ay be a
separate process or the requirem ents can be i ntegrated i nto existing
standard approaches such as custom er m anagem ent program m es, key
account m anagem ent, program m e m anagem ent, procurem ent pl ans or
contract m anagem ent pl ans. I m pl em enti ng BS 1 1 000 shoul d not be about
writing m any new procedures, si nce this tends to l eave i t outsi de the
m ai nstream operational processes.

The RM P can be used as a corporate m odel to establ i sh processes to be
adopted, i n the case of partneri ng or col l aborative program m es, and as a
m odel for i ndi vidual rel ationships or specifi c col l aborative rel ationships.
This establ ishes a consistent m odel from whi ch del i very team s, with their
partners, can establ i sh a tai l ored RM P to suit the speci fi c needs and
requirem ents of indivi dual program m es. Each RM P i s expected to evol ve
over the l i feti m e of a program m e, providing a core record of the
pre-contract devel opm ent as background inform ation to program m e
team m em bers. Subsequentl y i t establ i shes a working pl atform for
rel ati onshi p m anagem ent through the l i fe of the program m e, ensuring
that rel ationship m anagem ent i s effecti vel y com m uni cated at al l l evel s
and i ntegrated into contract execution and del i very for al l stakehol ders.

For a col l aborative arrangem ent to be successful there has to be a cl ear
focus and understanding for those i nvol ved of the broader aspects of the
program m e, over and above thei r i ndi vidual rol es and responsi bi l i ti es.
Thus, whi l e i t m ay not be practi cal for every m em ber of the team to ful l y

PART 2: How?

98



understand al l the detai l of the contracti ng arrangem ents, an executive
sum m ary wi l l hel p to posi tion thei r activi ties and how they interact with
other stakehol ders or partners. Thi s overvi ew shoul d contai n a bri ef
descri ption of the i niti ati ve, i ts rati onal e, ai m s and objectives to ensure
that i ndi vidual s are focused on the overal l desired outcom e .

Effective rel ati onshi p m anagem ent is al l about em bedding the ri ght
behavi ours wi thin an i ntegrated team . I t i s doubtful that the right
behavi ours can be dri ven sol el y by contract conditions, though one
possibi l i ty coul d be to incorporate the RM P i nto any contract to establ ish
an agreed pl atform to encourage the appropriate behavi ours. Thi s woul d
ensure that the strategic m ission, vi si on and val ues, governance,
col l aborati ve charter, behavi oural expectati ons of the partners and thei r
team s, together with an agreed process of m oni toring and perform ance
m easurem ent, are in pl ace to support a sustainabl e rel ationship.

When the organi zati onal structure and strategy are set in pl ace, the next
phase is to address indivi dual rel ationships or in i tiative through the
knowl edge phase of BS 1 1 000.

Conclusion

Col l aborati ve worki ng in any form is not an easy opti on. I t requires
investm ent and resource and i t frequentl y changes wi thin an
organi zation, so i t needs sustained backing and focused direction. For
m any organizati ons the vi ew of traditi onal tradi ng rel ationships i s seen
as one of expl oi ti ng power. Im pl em enting col l aborative approaches needs
strong support from the top to overcom e i nternal constraints and to
support appropri ate resourcing. Wi thout this high-l evel support, efforts
to harness col l aborati ve worki ng wil l m ost l ikel y fai l to del i ver.
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Checklist

To start the process of consideri ng where BS 1 1 000 m ay fi t your busi ness operati ons and, perhaps m ore i m portantl y, at
what stage the organi zation i s currentl y set up to expl oi t col l aborative worki ng, consider the checkl ist g iven in Tabl e 9.1 .

Table 9.1 – Awareness initial parameters

Awareness Yes/No

1 Are the objectives of the organizati on cl earl y defi ned and vi sibl e?

2 Is there a defined responsi bi l i ty at the executi ve l evel to support a col l aborati ve
approach?

3 Does the current busi ness strategy support the overal l objecti ves and i ncl ude the
opportunity to expl oi t col l aborati ve worki ng?

4 Is there a uni fi ed focus across the organizati on for adopting col l aborative approaches?

5 Is a col l aborative approach essential to the achi evem ent of the business obj ectives?

6 H ave the benefits of col l aborative worki ng been eval uated and cl earl y defined wi thin
the organizati on?

7 H as there been an assessm ent to consider if there woul d be internal constrai nts to
adopti ng a col l aborative approach?
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8 H as there been an assessm ent of the m arket to i denti fy the m arket reacti on to a
col l aborati ve approach?

9 I s the focus of the organi zation based on devel oping l ong-term rel ati onshi ps, ei ther
vertical l y or horizontal l y?

1 0 H as the organi zation defi ned its focus of val ue and what woul d be the m easure of
success?

If the answer to each of the above questions is ‘Yes’, the organization is well positioned to deliver success through
collaborative approaches.

C
h
a
p
te
r
9
–
A
w
a
re
n
e
ss

1
0

1





Chapter 1 0 – Knowledge

When you have i denti fi ed the potential for col l aborati on the
next stage i s to devel op specifi c strategies and risk
m anagem ent that wi l l del i ver the requi red outcom es; thi s i s the
focus of thi s chapter. What do you want to achieve and do you
have the ski l l s to support the com pl exities of these integrated
approaches? H ow wi l l you m anage knowl edge and inform ation
fl ows? What wi l l your custom ers and m arkets m ake of a
col l aborati ve approach? Who coul d you partner wi th? What
woul d be the i m pact of withdrawing from col l aborati on? The
exi t strategy i s often seen as negati ve but i n fact understanding
the rul es for di sengagem ent focuses the attention on the key
issues to m ake a rel ationship work. M ost im portantl y, what do
the specific risks l ook l ike?

Every rel ationship i s d ifferent, whether vertical or hori zontal ; however,
m any of the i ssues wi l l be com m on to m ost organi zations. These are the
key factors that BS 1 1 000 captures and thus provides a com m on and
consistent foundation for col l aborati on. Whi l e there m ay be m any
com m on factors, each rel ationship wil l be l ikel y to have varying dri vers,
whi ch wi l l shape the rel ati onshi p. I t i s i m portant to understand these and
ensure they are transparent to the organization and stakehol ders. As the
rel ati onshi p progresses these m ust rem ai n at the fore, as they wil l
i nfl uence every aspect of the devel opm ent.

Identify objectives and drivers

U nderstanding the obj ectives and drivers for col l aborati on is essential ,
si nce if these are not wel l defi ned it becom es difficu l t to com m uni cate
the rational e for seeking external partners – parti cul arl y where these
rel ationships m ay affect i nternal functi ons. Bui l d ing new propositions or
refi ni ng the current val ue chain m ust be dri ven by cl earl y i dentifi ed
opportunities and real i stic identi ficati on of the potenti al objectives and
ri sks i nvol ved. As the devel opm ent process proceeds there m ay be
internal opposi tion, which needs to be m anaged. The effectiveness of a
col l aborati ve approach depends on i ntegrating wi th the busi ness
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environm ent wi thin whi ch it wi l l operate, and val idati ng the capabi l i ti es
and ski l l s of an organi zation to bui l d and operate an appropriate
sol ution.

Skil ls and competencies

I t i s i m portant to consider the avai l abl e resources to support a
col l aborative approach and, where appropriate, ensure devel opm ent
program m es and support are i n pl ace. As previ ousl y m enti oned,
col l aborative working m ay not suit everyone and the ri ght peopl e m ay
not be the traditional l y obvi ous ones. I t is im portant to consider the
devel opm ent needs at both an organi zati onal and indivi dual l evel ,
putti ng the em phasis on sel ecting and devel opi ng those i ndi vidual s who
can support the envi ronm ent and respond wi th appropri ate behaviours.
This m ay be sim pl y awareness of the approach, m ore detai l ed use of
tool s and techniques or col l aborati ve l eadershi p.

Knowledge management

One of the signifi cant benefits of col l aborati on is the abi l i ty to share
knowl edge with partners. Thi s frequentl y creates a chal l enge for m any
organizati ons to i dentify what can and cannot be shared i n order to
avoid cl ashes l ater. The effecti ve expl oi tati on of knowl edge is the key to
success; creati ng the envi ronm ent necessary to ensure the sharing of
knowl edge shoul d have a cl ear focus. Col l aboration provi des the catal yst
and pl atform for organi zati ons, both internal l y and external l y, to create
an ethos that encourages the shari ng of knowl edge and the creation of
new thinking for m utual benefi t. Col l aborati ve princi pl es are focused on
shared resources and ski l l s bei ng opti m ized and directed towards
com m on objectives. Through effecti ve col l aborative rel ati onshi ps,
organizati ons can capital i ze on the knowl edge pool whi ch m ay have
been constrai ned by traditional contracting boundaries.

H ow wi l l knowl edge and i nform ation be m anaged i n a rel ationship that
i s m ore integrated? Sharing ideas and i nform ati on sounds good but this
i s al so an area where ‘knowl edge creep’ can l ead to unpl anned
di scl osure. M ost com pani es have i ntel l ectual property rights (IPR) that
they want to retain , but this i s onl y a sm al l part of the knowl edge base.
I f we want peopl e to work cl osel y together then they need to
understand what can and cannot be shared. I n particul ar, we need to
engage the rest of the organi zation to support the fl ow of i nform ati on
outwards to col l aborative partners and i nwards to ensure that i nternal
groups have the i nform ati on they need from external partners.
Knowl edge m apping i s one way to assess how far col l aboration can m ake
use of the knowl edge and inform ation that organi zations have. By
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identifying what we are prepared to share, we can structure our
approach accordi ngl y when engagi ng with partners.

Perhaps the m ost i m portant factor in the behavi oural patterns of
organi zations and i ndi vidual s is the desi re to control through knowl edge.
The im portance and val ue of knowl edge are understood by m ost peopl e,
but to harness the energy and force of that knowl edge requires
organi zations to fi rst understand the di versi ty of knowl edge that exi sts.
U nderstanding the di fference between know-how (experi ence) and
expl icit (recorded) knowl edge i s onl y the fi rst step. Bui l d ing an
environm ent where indivi dual s, groups or external organi zati ons are
encouraged and em powered to share knowl edge m ust start from a
perspective of i denti fyi ng cl ear objectives and dri ving the devel opm ent of
knowl edge shari ng from the executi ve l evel . We need to devel op
organi zation-wide cul tures and processes that ensure appropriate access
to expl i cit knowl edge; however, recordi ng and faci l i tating the
distribution of personal knowl edge know-how rests with indivi dual
m em bers of the organization.

Strategy development

The success of any business venture depends on the strategy that i s
behi nd the approach and the depth of risk eval uati on that precedes
acti on. Devel opi ng col l aborati ve strategies shoul d start by establ ishi ng
the i nfl uences that wi l l sti m ul ate success. To expl oi t the potenti al i t is
essenti al to ful l y appreciate the dri vers, ri sks and pressures of the
m arketpl ace being addressed; adopti ng col l aborati ve approaches requi res
investm ent from al l parti es and thus shoul d be focused where i t offers
m ost benefi t. The chal l enge i s to devel op an effective strategy that
integrates the i deas into a practi cal approach to m eet the busi ness
obj ecti ves and expectati ons of the potential partners. The four key areas
for strategy devel opm ent are environm ent, organizati on, peopl e and
processes; these define the param eters for devel oping an effective
strategy and focus the process of col l ecti ng and val idati ng the approach,
together wi th the m ajor chal l enges to be consi dered. These issues are
interconnected and each is a m aj or factor i n strategi c thi nki ng.

Market analysis

U nderstanding the dynam i cs of the m arket is i m portant – how
com petitors and suppl iers wi l l see col l aborati on and al so how thi s m ay be
viewed from a custom er perspective. Strategy devel opm ent in m any
organi zations can be a sophi sti cated approach, but for others i t is often
an ad hoc acti vity. For an organi zation to be successful it m ust first
understand its own requirem ents before trying to devel op those of an
external organi zation. In m ost cases the fai l ure of external rel ationships
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can be di rectl y rooted in a fai l ure to understand or define the internal
route m ap. Thi s l ack of cl arity l eads to confusion and m i sdirection, which
i n turn wi l l resul t i n the fai l ure of those outsi de the organizati on to
understand the i m pl i cati ons of their acti ons. The scope of where a
rel ati onshi p is expected to operate today and where it wi l l operate i n
future is im portant in defi n ing the param eters for potential partner
sel ecti on; setting the scene for col l aboration has to be scal abl e and
transportabl e.

Collaborative partners

Adopti ng the col l aboration concept is the fi rst step, but then you have to
consi der who m i ght be col l aborative partners. The starti ng poi nt i s often
exi sti ng traditi onal rel ati onshi ps, taking account of thei r tradi ti onal
stance and their potenti al to change the rul es of engagem ent. When
they have devel oped the outl ine of a proposed col l aborati ve propositi on,
organizati ons need to consider who is out there i n the m arketpl ace to fi l l
the gaps as potential partners. I n som e cases these partners m ay com e
from exi sting rel ati onshi ps, or partnership potenti al m ay evol ve from a
m utual agreem ent to work together. Whatever the catal yst for
col l aboration i t i s i m portant to understand the princi pal el em ents that
dri ve the associati on. H ow wi l l col l aboration enhance our posi ti on? What
sort of partner do we need and where do we need them ? Who has the
resources we need and can we work with them ?

Initial exit strategy

Part of the overal l strategy shoul d incl ude the im pl icati ons of exi ti ng the
rel ati onshi p at som e poi nt. Thi s i s not sim pl y about having a process for
contract term ination but shoul d incorporate transiti on (to a new partner
or even a new service) and acqui ring key assets or knowl edge. Thi s m ay
hi ghl ight key aspects that m ust be part of the overal l pl an for
i m pl em entation (e.g. ownershi p of i ntel l ectual property). A key aspect of
devel oping a strategi c approach is to consider the exit strategy as an
essential com ponent upfront. U nderstandi ng the issues that wi l l arise
from disengagem ent wil l h i ghl ight aspects to be addressed in
devel opm ent. H owever, experience suggests that a defined approach wil l
enhance engagem ent in the future, by i dentifyi ng the i ssues that are
l ikel y to underm i ne the process of opening up the organization to a third
party.

Risk management

I n devel oping an effective strategy i t is essential to integrate risk
m anagem ent i nto the overal l program m e. It is the ski l l in m anagi ng thi s
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ri sk that general l y di sti nguishes between those organi zations that are
successful and those that are not. To be successful , the m anagem ent of
ri sk shoul d be high on the agenda of al l parties – both in term s of
m i tigati on and sharing of ri sk. Fai l ure to i dentify the ri sk el em ent of a
rel ationship m ay ul ti m atel y underm ine the program m e and thus bui l d up
greater risk. Devel opm ent of a strategy m ust be l i nked to the creati on of
a ri sk m anagem ent strategy that addresses the concerns of al l parties,
together wi th i denti fyi ng a profi l e of the l evel s of acceptabl e ri sk.

Business continu ity and CSR

Two aspects that are often overl ooked are concerned with greater
integrati on. Fi rst, how can busi ness conti nui ty be assured if the
rel ationship breaks down? Second, as partners m ay now be synonym ous
wi th your organi zati on, how coul d that affect internal CSR pol ici es and
val ues? These are two key ri sks associated with a col l aborative approach
that need to be consi dered. The nature of a col l aborative approach i s
that the partners wi l l establ i sh an integrated operation. Thi s wi l l
natural l y create a l inkage where corporate pol icy needs to be understood
and shared to avoid confl ict or a breakdown. Cl earl y business continuity
wi l l inevi tabl y be part of any exi t strategy.

Relationship management plan

When a strategy has been establ ished, the creati on of a speci fic RM P wi l l
hel p to capture the key pri ncipl es. This wi l l provide the com m uni cati ons
and inform ation pl atform that wil l hel p to raise awareness across the
organi zation.

Conclusion

Organizations m ay have m anagem ent support for col l aborati ve
approaches, but there is often a tendency for peopl e to say:
‘Col l aboration is the answer; what was the questi on?’ so as to be seen to
be fol l owing the party l i ne. These al ternative busi ness m odel s take tim e
and resources to devel op, so shoul d al ways be adopted agai nst a robust
business case that can be tangibl y m easured. I f organi zations cannot
val i date the rational e then as the engagem ent progresses it becom es
difficu l t to harness appropri ate support to drive success.
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Checklist

Focusi ng on m ovi ng to the next stage of devel oping speci fi c col l aborative
rel ati onshi ps or program m es, consi der the knowl edge-rel ated i ssues gi ven
i n Tabl e 1 0.1 .

Table 1 0.1 – Knowledge initial parameters

Knowledge Yes/
No

1 Does the organization have specific strategi es i n
pl ace to expl oi t col l aborative working?

2 I s there an establ ished pol i cy and appropri ate
processes for col l aborati on?

3 I s there cross-functional support for col l aborative
working?

4 Wi l l speci fic col l aborati ve approaches fi t with the
current m arket?

5 H as there been an internal assessm ent of the
i m pacts on staff and their devel opm ent needs?

6 Are there tri ggers i n the business system s to
i dentify potenti al risk associ ated wi th col l aborative
working?

7 I s there a focus withi n current risk m anagem ent
program m es that addresses rel ati onshi p ri sk?

8 I s there a cl earl y defined l i nkage between
col l aborati ve program m es and busi ness objecti ves?

9 I s there a process in pl ace to ensure a cost–benefit
anal ysis is undertaken whenever consideri ng
col l aborati ve business m odel s?

1 0 Does the current business process i dentify the need
for an exit strategy to be devel oped that
recognizes the i m pacts of interdependence?

If the answer to each question is ‘Yes’, then there is a sound
foundation to consider adoption of collaborative business models.
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Chapter 1 1 – Internal assessment

Organizati ons that want to bui l d robust col l aborative
program m es need to ensure that appropriate rul es of
engagem ent are cl earl y em bedded in thei r operati onal
approaches, as expl ai ned in thi s chapter. Thi s ensures that over
tim e behavi ours rem ai n al i gned to the agreed objecti ves and
goal s. I t is useful to take a step back and consider whether
current operating practice m ay constrai n effective col l aboration
and get these i ssues addressed. These can vary wi del y but m ay
rel ate to program m e ownership, cross-functi onal barri ers,
incentive and perform ance m easurem ent pol ici es, together wi th
system s and procedures.

M ost organi zations are very good at defi n ing what they want from
others but perhaps l ess wi l l ing to recognize their own capabi l i ty to m eet
the demands of col l aborati on. A col l aborative rel ationship i s a two-way
process and to achieve the desired goal s it requires com m i tm ent on al l
si des. Thi s i s not just about processes, procedures, system s and contracts
(the ‘hard’ process i ssues). I t i s a l so a questi on of the ‘peopl e drivers’ (the
‘soft i ssues’) such as l eadership, ski l l s and m otivation, whi ch wi l l govern
the behaviours and approaches at the worki ng l evel . I t i s im portant to
understand the i nternal enabl ers that bui l d trust between the parti es
based on m utual benefi t and equitabl e reward.

I n devel opi ng a col l aborative program m e there m ust be a cl ear l i nkage
between how to devel op the business strategy for the m arket and how
thi s m ay affect the vi sion and val ues of the organization. Any such
programm e shoul d integrate with the pol i cies and processes i n order to
ensure cl ari ty for those i nvol ved. This becom es even m ore crucial when
you start to consi der the l ong-term nature of col l aborative approaches,
where devel opm ent wi l l be based on expl oiting the com pl em entary ski l l s
and resources that potential partners can bri ng to the arrangem ent.

Col l aborative working operates outsi de tradi tional boundaries and i s far
m ore sensitive to the l evel of com m itm ent that is brought to the tabl e.
As a resul t it is im portant that the whol e organizati on is behi nd the
programm e. This m ay sound easy but experience suggests the real ity is
often very far from bei ng sim pl e. Working i n col l aborati on with third
parti es opens up m any possi bi l i ti es and opportuni ties, but i s total l y
dependent on ensuri ng that i nternal team s are ful l y supporting the
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in itiati ve. M any see the approach as just another new trend, whi l e others
cl ose thei r m inds to the possibi l i ties of worki ng in col l aboration or view it
as a threat.

The col l aborati on m odel opens the way to radi cal thi nking at every l evel
by breaking down pre-set conventi ons and rem oving previ ous l i m i tations.
At the same tim e there is a need for the i nsti tutional side of com m erci al
operations to understand these new vi rtual m odel s and cross the barriers
in thi nki ng. A successful col l aborati on wil l be driven by the attitude and
expectations of the pl ayers; i f real val ue is to be created, then the first
step m ust be to assess how wel l equipped an organi zation i s i n rel ation
to the chal l enges. Thi s assessm ent has to take a hard l ook at m any
di fferent aspects of the organization to i denti fy whether there i s real l y a
fit and – more im portantl y – an opportunity to be devel oped through
partnering.

Sel f-assessm ent starts with the executive board since they wil l set the
tone and support. I f they are tradi tional in thei r thi nki ng this wi l l
infl uence the m anagem ent to be strongl y focused on functi onal
boundaries and vertical m anagem ent structures. The probl em with
organi zations that are structured around traditional functional
operations, rather than with busi ness processes that are wel l defined and
devel oped hol i sti cal l y across al l operati ons, i s that it wi l l be difficu l t to
introduce col l aboration effectivel y. H owever, organizations that have a
conti nuous im provem ent program m e in pl ace, focused on perform ance
im provem ent, wi l l be m ore open to al ternati ve thi nki ng at every l evel of
operations.

Policies and processes

Organi zati ons that want to bui l d robust col l aborative program m es need
to ensure that appropriate rul es of engagem ent are cl earl y em bedded i n
thei r operati onal approaches. This ensures that over tim e behavi ours
rem ain al igned to the agreed objectives and goal s. Establ i sh ing the
appropriate pol ici es and procedures i s essential to l aying down the ri ght
foundation. Pol ici es and procedures are not sim pl y about defi ni ng rul es
around com pl i ance to system s and processes, but al so about recogniti on
of the bal ance between the ‘softer’ aspects of adopti ng appropri ate
approaches to support engagem ent. In undertaking thi s assessm ent it is
essential to l ook at the enabl ers and ensure that these are in l ine with
the overal l aspirations. Consi der, for exam pl e, how indivi dual incenti ves
m ay infl uence behavi ours. The hol i sti c nature of col l aborati on m eans
consi dering the attributes of the organizati on, i ts abi l i ty and experience
to work col l aborativel y and the attitudes that prevai l from the executi ve
m anagem ent to the front l i ne.
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Internal constraints

I t i s useful to take a step back and consider the extent to which current
operating practi ce m ay constrain effecti ve col l aboration, then address
these i ssues. These can vary wi del y but m ay rel ate to program m e
ownership, cross-functional barriers, i ncentive and perform ance
m easurem ent pol ici es, together wi th system s and procedures. M ost
peopl e who work i n l arge organi zations have suffered at som e point
wi th the i nternal confl icts that detract from the outward-facing
rel ationships, whether they are with custom ers, suppl iers or partners. As
part of devel opi ng a col l aborative approach there i s a need to identi fy
trai ts and i ndi cators that refl ect an organi zation’s abi l i ty to col l aborate.
One aspect of the assessm ent is the requirem ent not onl y to l ook at the
operation but al so to eval uate the custom er and suppl ier rel ationships, to
establ i sh i f the desire and ethos of col l aboration actual l y spans the
internal functi ons of an organi zati on. Even a sim pl e SWOT anal ysis to
assess the strengths, weaknesses, threats and opportuniti es of the
organi zation wil l be useful – i n parti cul ar, i dentifyi ng the weaknesses and
threats, as these wil l need to be assessed duri ng the process of
devel opi ng a partner.

Collaborative profi le

U ndertaki ng a revi ew of the organi zation’s col l aborative profi l e – and
there i s a variety of m odel s that you can use – wi l l provide a pl atform on
which to consider i f your organization woul d m ake a sui tabl e
col l aborati ve partner when viewed external l y. For col l aboration to work
effectivel y, potenti al partners m ust see you as an intel l i gent partner they
can work openl y with. BS 1 1 000 i s a benchm ark for col l aborative
capabi l i ty and a useful m odel on which to test the current posi tion. The
m aturi ty m atrix has been devel oped for thi s purpose, since i t can provi de
eval uati on criteria for partner sel ecti on and al so works to assess internal
capabi l i ty. From these assessm ents, organizati ons need to be abl e to
identify what are l ikel y to be the i nternal constraints to col l aborative
perform ance and, where appropriate, i m pl em ent the necessary change
m anagem ent program m es incorporating pol i cy revi ews, process
devel opm ent, system s changes and (m ost im portantl y) the devel opm ent
of resources and ski l l s to m eet the chal l enges.

Collaborative leadership

The key to successful col l aborati on com es from having the right
l eadershi p, whi ch is a diffi cul t rol e si nce on occasions the program m e
m anagers m ay be required to fight the partner’s corner internal l y. In
addi tion they need to be abl e to engender and m ai ntain the ethos of
col l aborati on by supporting and m entori ng those invol ved. In any
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col laborative program m e, effective l eadership sets the tone, l eadi ng by
exam pl e. Devel oping effecti ve team focus is a chal l enge in m ost
environm ents, but where the traditi onal com m and-and-control structure
i s repl aced by cross-functional operati ons the coordinati on and di recti on
of the team is even m ore com pl ex. Tradi ti onal m anagem ent tends to
focus on control through posi ti on, resource power or technical standi ng;
i n a col l aborative structure it is the abi l i ty to i nfl uence that counts, where
i ndividual s are abl e to draw on support not onl y from their own
organizati ons but al so from those of thei r partners.

Partner profi le

As part of the internal assessm ent i t i s useful to establ ish in each case
what your partner shoul d l ook l i ke. Thi s enabl es the organizati on to set
i ts agenda and al so provi des a basi s for eval uati on l ater in the process.
There are m any aspects that organi zations m ay consider for their
assessm ent of sui tabl e partners, drawing these out to consol idate into a
representative benchm arki ng profi l e. I nternal l y i t i s l ikel y that there wi l l
be m any di fferent viewpoi nts, but it is im portant to have a cl ear and
agreed profi l e before l aunching into the m arket. Even i f you are faced
with a choi ce of onl y one partner it i s better to establ ish a basel i ne to
understand what m ay have to be di scussed or changed i n future.

Knowledge and skills

I t i s unl i kel y that every organi zation wi l l have an abundance of ski l l ed
professional s ready to take on a col l aborative rol e. Even those highl y
ski l l ed peopl e in a tradi tional envi ronm ent m ay struggl e when operati ng
outsi de the com m and-and-control structure. This does not m ake them
poor perform ers but m ay chal l enge them to work in a col l aborati ve
m odel . So, in sel ecti ng or devel oping a team i t i s i m portant to focus on
those indivi dual s who wi l l best respond to the chal l enges of
col l aboration.

I n m ost operating environm ents the route to effecti ve l earning is driven
by exposure and shari ng. U nderstandi ng these styl es of l earni ng and
assim i l ation is a key part of the com m uni cati on process. I t is val uabl e to
consi der these l earning styl es in term s of establ i sh ing the expectations
and behavioural approach that m ay be m ost appropriate. Consi der the
i m pl i cations of an indivi dual who stri ves for precisi on, who i s not prone
to im pul siveness but focused on l i stening, com pared with a person who i s
a risk-taker and i nnovati ve. The refl ective type wil l seek accuracy whi l e
the creative indivi dual wi l l strive for i ngenuity. Recogni ti on i s onl y the
first step in the process of m anagi ng behaviours and i t i s im portant to
i m pl em ent a devel opm ent route, parti cul arl y where there are cl earl y
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chal l enges ahead. The eight steps given i n Figure 1 1 .1 provide a
fram ework against which to structure the devel opm ent process.

Organizati onal needs and goal s

I ndi vidual needs

Personal assessm ent

Tai l ored l earning

Peopl e incl usi on

Li nks to goal s

Adjust expectations

M onitor progress

Figure 1 1 .1 – Supporting ind ividuals

There is al ways a danger that certai n indivi dual s m ay be found to be in
the wrong outward-facing rol es and this needs to be addressed.
Behavi our is inherent i n m ost indivi dual s and whi l e i t m ay be am ended it
is sel dom possibl e to change overni ght. Behaviour i s cl earl y l i nked to
goal s and targets; these m ust be val i dated to ensure that l ocal izati on of
incenti ves i s not al l owed to create a negati ve i m pact. At the sam e tim e
the overal l process m ust be focused on adj usti ng expectations at each
interface, recogni zing that rel ati onshi ps and the behaviours that drive
them are dynam ic – they wi l l vary in depth and change over tim e.

Implement and review

The benefi t of an internal assessm ent is to identi fy the capabi l ity of the
organi zation to m eet i ts obl igati ons; i t al so sets the pl atform that
encourages partner parti cipati on and com m itm ent. Once the assessm ent
has been done i t i s im portant to put the necessary steps in pl ace to
address any areas for devel opm ent. At the sam e tim e these i ssues shoul d
be borne in m i nd when m oving to partner sel ection; ideal l y they can be
m atched to external strengths to provi de a strong j oint resource and
capabi l i ty. With these bui l di ng bl ocks i n pl ace, organi zati ons can now
m ove forward wi th a degree of confi dence to address the m arket.
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Conclusion

Col l aborative propositions can pl ace stresses on organizational processes
and, m ore speci fical l y, on i ndi vidual capabi l ities. I f the busi ness case is
strong then the resources need to be appropri atel y al l ocated and the
best ski l l s depl oyed to m eet the dem ands. Adopting these al ternati ve
busi ness m odel s wi thout recogni zing internal weaknesses wi l l l eave the
organizati on open to fai l ure.

Of course, there is often no choi ce i n term s of obtai ni ng adequate
capabi l ity, but recogni zing the potential weaknesses provides a basis to
seek further devel opm ent or trai ni ng to m iti gate potenti al risks.
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Checklist

Organizati ons are m ade up of peopl e. I t i s essential that each organi zation understands i tsel f before col l ecti vel y seeking to
infl uence others, ei ther i nternal l y or external l y; the i ssues shown in Tabl e 1 1 .1 shoul d be considered

Table 1 1 .1 – Internal assessment initial parameters

Internal assessment Yes/No

1 H as there been an assessm ent of the i nternal im pact of col l aborative working on overal l
perform ance?

2 H as the organization revi ewed its strengths and weaknesses?

3 H as there been any benchm arki ng to val i date the col l aborative profi l e of the
organizati on?

4 H as there been an eval uation of the staff’s experience and ski l l s in rel ation to working
i n a col l aborative envi ronm ent?

5 H as there been any structured approach to profi l i ng the organi zation’s cul ture and
behaviours?

6 Are there trai ni ng program m es i n pl ace to support the devel oping of internal capabi l i ty
for col l aborati ve worki ng?

7 I s there a process to identi fy those l eaders withi n the organi zati on that have the
capabi l ity to m anage col l aborative ventures?
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8 Does the current m arket revi ew process incl ude consi derations for col l aboration?

9 Does the organi zation have a range of business and contracting m odel s that support
col l aborati ve worki ng?

1 0 Is there an establ ished basi s to devel op partner eval uation and sel ection cri teri a?

If the answer to all of these questions is ‘Yes’ then the organization is l ikely to be in good shape to take collaborative
proposals to the market.
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Chapter 1 2 – Partner selection

Col l aborative rel ationships can be used in m any di fferent
circum stances and fi ndi ng the right partner shoul d not be l eft
to chance. The sel ecti on process is d iscussed in thi s chapter; too
often the sel ection process is by defaul t or based on l ong-term
experi ence in a tradi tional rel ati onshi p. Thi s m ay not al ways be
the best criterion. M ost col l aborative program m es resul t from
an evol ution from m ore traditi onal tradi ng interfaces. A good
arm ’s-l ength suppl i er, for exam pl e, m ay not be the best choice
when consi dering a m ore integrated approach.

I t i s i m portant to understand the di ffering dynam ics of a col l aborati ve
approach and assess the strengths and weaknesses, whatever the route to
sel ecti on. Where an exi sti ng provi der is perhaps a singl e-source opti on
thei r col l aborative capabi l i ty i s frequentl y ignored, as there i s no other
choice. I t i s cl earl y im portant to ensure that sel ection m ai ntains the
com peti tive edge that m any see onl y com i ng from com peti tion. To bui l d
confidence i n the sel ecti on process, a com petiti ve starti ng approach i s
al ways desi rabl e – or a way of conducting a form of robust
benchm arking. It shoul d, however, cl earl y define the endgam e upfront to
avoid confusi on l ater.

The process of consideri ng col l aborati ve approaches often starts from an
i nternal perspective on the basi s of what i s wanted from such an
arrangem ent. I t i s, however, equal l y i m portant to recogni ze that if
col l aboration i s to work successful l y it has to gi ve benefits to both sides.
Before starti ng to consider m oving forward with a col l aborative
programm e, organizati ons shoul d take tim e out to understand what
m i ght be expected by potential partners and (m ore i m portantl y) what
you are prepared to give. M atching strategic intent i s an im portant part
of understanding the potenti al for successful col l aborati on.

On one side, there i s a potenti al partner who m ay be l ooking to devel op
m arkets or find a custom er who i s a strategi c busi ness opportuni ty. On
the other side, there is a potential custom er who m ay be l ooki ng to
regul arize suppl y, reduce a bottl eneck, expl oit l ong-term suppl y or
i ntegrate cri ti cal strategi c needs. Each has a rel ative val ue; the
com binati ons can be high ri sk i f not al i gned, so the partner perspective is
a key considerati on. If i t does not work for them it wi l l not work for you.
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As the business l andscape becom es m ore com pl ex and chal l engi ng, the
rel ationships between organi zations take on new and varied
confi gurations. M ost organi zations are both custom er and suppl i er i n
rel ation to different aspects of the val ue chai n, but often m iss
opportuniti es by m aintai ni ng rig i d boundaries between thei r i nternal
functions. H owever, as the m arket profi l e changes, so the com pl exity of
these rel ati onshi ps increases.

Identify collaborative partners

Whatever the dri vers for col l aboration, i t i s i m portant to have a cl ear
perspecti ve on who the potenti al partner(s) m i ght be. Experi ence
suggests that i n m any organizati ons there wil l be preferred contenders
for a vari ety of reasons. U nderstanding who coul d be in the gam e al l ows
a transparent process to be devel oped. I t i s unl ikel y that every potenti al
partner woul d m eet the aspi rati ons and i t i s sensibl e to el im i nate these
earl y. Pri oriti zing the busi ness objecti ves i s criti cal , focusi ng on the
necessary, ni ce-to-haves and final l y the bonus i ssues. This provi des a basi s
to drive the sel ection of the potenti al partners, whi l e taki ng into account
cases where sourcing restraints and choi ce are l i m ited; thi s m ay m ake the
process easier, but m akes the sel ection m ore critical . I n the previ ous stage
the organi zation shoul d have establ ished what the i deal partner woul d
l ook l i ke and how the organi zati on’s vi si ons and val ues can be i dentifi ed.
This now form s a cornerstone for the sel ection process.

The point, whi ch m any peopl e m ay recogni ze and others need to
address, i s that the thread of effective rel ati onshi ps shoul d be
consi stentl y woven internal l y throughout the organizati on and not
l ocal ized sim pl y to external i nterfaces. Bri dgi ng the rel ationship di vide
shoul d be a key focus throughout every organizati on that wants to
i m prove perform ance and be an effecti ve col l aborative partner. One
approach that was i ncorporated withi n BS 1 1 000 was the m aturity m atri x
as a consistent benchm ark to m eet the needs of the business com m unity.
G etti ng bel ow the surface of a com pany is not easy, but i t i s essential if
you are goi ng to joi n forces. Organi zations need to have a degree of
com pati bi l i ty, otherwi se there is l i ttl e hope of m eeting the expectati ons.
Whi l e a com pany m ay be an enti ty i n l egal term s, i t i s the peopl e wi thin
i t that m ake i t what it is and wi thout their com m itm ent the success of
the venture is doom ed. This is often the case where col l aborati on m ay
resul t in som e downsi zing on ei ther si de and peopl e are understandabl y
protective of their own positi on.

H ow organizati ons expect they wil l be working together wil l hel p to
defi ne the nature of the contracti ng rel ati onshi p and the styl e of
i ntegration and l evel of interfaces. Thi s wi l l have a significant i m pact on
the devel opm ent of ri sk m anagem ent approaches.

PART 2: How?
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Partner selection process

M ost organizations wi l l have establ ished processes for provider sel ecti on
and these shoul d be fol l owed as the starti ng point to seek out the ideal
col l aborati ve partner. Where this invol ves publ ic tenders and so on the
aim s of the col l aborati on need to be defined, together wi th the rel ati ve
val ue that wi l l be pl aced on thei r col l aborative capabi l ity. The reference
poi nt of BS 1 1 000 can provide a val uabl e benchm ark for assessing a
potential col l aborati ve approach.

In assessi ng a strategic partner, you m ust l ook deeper than com pl iance to
a contract. Organi zati ons m ay have the attri butes to del i ver a sound
proposi ti on and an establ ished perform ance record that supports thei r
abi l i ty to m eet the required perform ance. H owever, they m ay have not
progressed i n devel opi ng an appropri ate perform ance cul ture that woul d
enabl e them to fi t i nto the business process of other organi zati ons. A
m ore subj ective eval uation tries to i denti fy the atti tude of a potential
partner; th is does not m ean the corporate im age that i s portrayed, but
understandi ng their internal business cul ture and the approach of those
charged with del ivering the program m e. A M AP1 0 tri pl e A rati ng (as
outl i ned in the BS 1 1 000-2 guidance) woul d ideal l y m ean that as an
organizati on they woul d be abl e to operate as part of the organizati on
they are proposi ng to serve. Cl earl y the optim um benchm ark for
col l aboration woul d be certi fication to BS 1 1 000.

Establish common objectives

Throughout the sel ecti on process it i s advisabl e to work wi th the
potential partners to understand their obj ectives, as wel l as bui l d i ng a
dial ogue around com m on obj ectives and outcom es. These m ay not
al ways be the sam e as yours but shoul d be eval uated for al ignm ent and
com patibi l i ty.

Negotiation strategy

M oving a rel ati onshi p forward general l y requi res a process of negoti ation
before devel oping a contract base. Thi s i s frequentl y a significant
weakness i n the devel opm ent of col l aborative arrangem ents. The
traditional negotiating m odel s have been based on a com bination of
arm -wrestl ing and poker to extract m axim um advantage, often referred
to as win/l ose. N egoti ations wil l set a basel ine for the rel ati onshi p and
need to be m anaged in a m ore structured way around the concepts of

1 0 M AP = M aturity Assessm en t Prog ram me whi ch i s based on a tri pl e A ratin g, e.g . Attributes,

Abi l ity and Atti tude.

Chapter 12 – Partner selection
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win/win. It is im portant to recognize that tryi ng to force a com m erci al
advantage at thi s earl y stage wi l l a l m ost certainl y dam age the future
rel ati onshi p.

Conclusion

For a col l aborative rel ati onshi p the tradi ti onal contracti ng safeguards
m ay be l ess appl i cabl e, so overal l m anagem ent and organizati on have
m uch m ore rel evance. The m anagem ent styl e and capabi l ity are
extrem el y im portant features of the sel ecti on. The partner’s organization
wil l probabl y becom e an i ntegral part of your own processes. Even i f thi s
i s not the case, you are l ikel y to rel inquish part (i f not al l ) of your
i nvol vem ent i n their day-to-day acti vities. I t i s essential to have real
confi dence i n their structure and capabi l i ty to m anage the needs and
harness the benefits of col l aborati on through avoiding dupl i cation. Thi s
process shoul d al so hi ghl ight specifi c areas where som e consol idati on
m ay be needed, to devel op an acceptabl e l evel to m eet requirem ents.
I denti fi cation of these i ssues upfront i s essential si nce they wil l need to
be i ncorporated in any future agreem ent.

An effective strategy m ust be based not on desi res, but on a fi rm
foundation of capabi l ities and sound assessm ent of the business arena
that wi l l be encountered. This assessm ent wi l l have i denti fi ed the need to
team or partner wi th others, to overcom e the obstacl es ahead or to
com pl ete a proposition that the m arketpl ace requires. BS 1 1 000 provi des
a fram ework wi thin whi ch organi zations can undertake a system atic
approach to consol i dating their internal expectati ons and views of
potential partners, then depl oy these fi ndi ngs to create the appropriate
negotiati on strategy.

PART 2: How?
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Checklist

Partner sel ection i s cl earl y an essenti al step i n devel opi ng any col l aborati ve program m e. Too often thi s eval uation i gnores
the rel ationship, behavi oural and cul tural aspects of a potenti al partner i n favour of si m pl e com m erci al assessm ents. The
questi ons given i n Tabl e 1 2.1 shoul d hel p to focus on thi s area of devel opm ent.

Table 1 2.1 – Partner selection initial parameters

Partner selection Yes/No

1 Does the organizati on have an establ i shed com m erci al sel ection process?

2 Are there establ i shed eval uati on criteria for potential partners?

3 I s there a defined process to create a capabi l ity profi l e of potential partners?

4 I s there a defined process and m ethodol ogy to undertake a cul tural and behavioural
profi l i ng of partners?

5 I s there an establ i shed portfol i o of prospecti ve col l aborative partners?

6 Are there existing internal m odel s of ‘risk and rewards’ contracting m odel s?

7 Does the organizati on have a structured approach that m onitors and m easures
perform ance?

8 H as the organization undertaken reviews of exi sti ng rel ationships to assess where these
m i ght be im proved through col l aborative working?
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9 Does the organi zation have a hi story of recogni zing external partners’ objectives and
drivers that they can then support?

1 0 Is there a process in pl ace to ensure that devel opm ent and negotiati on strategi es take
account of col l aborati ve business rel ationships?

If the answer to all of these questions is ‘Yes’, then the organization is well placed to develop and select proactive
partners and establish collaborative relationships.
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Chapter 1 3 – Working together

Establ i sh ing the ri ght pl atform on whi ch to create a
col l aborati ve rel ationship i s crucial , as descri bed i n this chapter.
Cl earl y there wi l l need to be an agreed contract; however, it is
im portant to work j ointl y on setti ng out the appropriate
governance m odel that wi l l support col l aborative working.
When final i zing the contracting arrangem ent i t shoul d (where
possibl e) incorporate the key requirem ents and princi pl es for
col l aborati on. These i ncl ude the need to address the operating
practice and system s to be em pl oyed to m anage the operati ons.
Once the partner(s) are sel ected the focus shifts to ensuring
that the rel ati onshi p is pl aced on a sound foundati on.

The key aspects of col l aborati on are trust, cl ear obj ectives and val ue
creation. These aspects form a foundation for innovative approaches and
the way to support i ntegrati on, either internal l y or external l y, across
tradi ti onal tradi ng boundari es. Col l aborati on is not an easy opti on; the
m ore integrated the rel ationship, the higher the interdependence and
thus the increased need for sustai nabl e rel ationships. I t i s against these
chal l enges that BS 1 1 000 was devel oped to provi de a sector-neutral and
consistent fram ework to create this sustainabl e foundati on.

Effective and sustainabl e col l aborati on requi res a robust approach to
both organizati onal devel opm ent and personal behaviours; these factors
are inextri cabl y l inked. Thi s starts wi th a focus on i ndi vidual and joint
partner obj ectives, together with agreem ent on rol es and responsibi l i ties.
To establ i sh a worki ng pl atform on which col l aborati on can del iver the
benefits of com bi ning ski l l s, resources and dri ving innovation, there m ust
be cl ear governance that i s supported by i ntegrated business processes,
m easurem ent and peopl e devel opm ent.

As organizati ons seek to optim i ze their own perform ance and provi de
custom ers with m ore com prehensive sol utions, the chal l enge to m anage
through-l i fe i ntegrated operations becom es increasi ngl y com pl ex and has
to l ook beyond the traditi onal cri teri a of pri ce, qual ity and del ivery. The
i ntroducti on of col l aborative rel ati onshi p m anagem ent shoul d not be
seen as a separate in i tiative, but as an i ntegrated el em ent of the
extended enterpri se. Thi s shoul d ensure that over tim e l i fe cycl e
m anagem ent i s supported by effecti ve joi nt m anagem ent and sustai nabl e
rel ati onshi ps.
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Joint sponsorship

As operati ons are l ikel y to reach beyond those i n iti a l l y invol ved in
establ ishi ng the rel ationship, it is i m portant that there i s j oi nt executi ve
sponsorshi p to provide overal l support. There needs to be cl ear and
transparent agreem ent on the desi red outcom es and objectives of the
rel ati onshi p, whi ch m ust al so refl ect joi nt ownership of the pri nci pl es
that wi l l govern the behavi ours of those invol ved. Appropriate
governance m odel s are cruci al i n supporting both corporate and
organizati onal cul ture, backed by executi ve sponsorship to provide
support. Creating organizational cul ture or change requires a robust
approach to both organizati onal devel opm ent and personal behaviours;
these factors are i nextricabl y l inked through a sound governance
structure, which m ust be supported by i ntegrated business processes,
m easurem ent and peopl e devel opm ent.

Objectives and principles

I t i s i n the bl ending of both com m on and i ndi vidual obj ectives that
organizati ons are abl e to rem ove m any of the hi dden agendas that m ay
affect successful col l aborati on. I t i s equal l y i m portant to establ i sh the
core principl es upon which the rel ati onshi p is to be devel oped and
operated. The devel opm ent of a col l aborati ve charter can provide a basi s
to ensure there i s cl ari ty for al l invol ved about the way i n which the
organizati ons wi l l i nteract. The com m on fai l i ng of these charters i s that
they are frequentl y very abstract and vague. To be effecti ve, these
pri ncipl es shoul d define the aim s of the col l aborati on; they shoul d al so
defi ne what i s expected of those i nvol ved and how these attributes wi l l
be m easured. The j oint executi ve sponsors and m anagem ent team m ust
al so determ i ne the actions required if these pri nci pl es are not
m ai ntained.

Capabil ity/competency review

You shoul d undertake a j oint assessm ent of the com petenci es and ski l l s
of the partner organizations to be engaged in del ivery and, where
appropriate, agree a joint devel opm ent pl an; som e aspects m ay have
been i denti fied duri ng the partner sel ecti on process. Indivi dual
com petenci es can strongl y infl uence behavi ours and thus the success of
rel ati onshi ps. Thi s concept i s not new but refl ects an understanding of
the im portance of behavi oural traits and capabi l i ties, whi ch is not a
signifi cant factor in traditi onal com m and-and-control organi zations.
Fi gure 1 3.1 hi ghl ights som e of these com petencies; they are further
hi ghl ighted wi thin BS 1 1 000-1 :201 1 , Annex C.

PART 2: How?
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Joint management team

Establ i sh ing a management team, together with a clearly defined profi le
of roles and responsibi l i ties, ensures that al l participants ful ly understand
their contribution. The chal lenge for the leadership wi l l be bui ld ing a
team without perhaps bringing al l the players together. Many
technologists wi l l not see this as a problem, as they expect to operate in
a wired world; experience, however, would suggest that in most business
trading relationships it i s important to have some face-to-face
interaction. As we start to see the interdependence of organizations
being networked and integrated, this social chal lenge wi l l need to be
addressed at personal and organizational levels to support the
exploitation of col laboration. The col laborative team has to meet the
everyday demands of the business landscape and contend with the
internal stresses and strains of being separated from (or out of step with)
its home organization. The team leaders must coach and motivate, whi le
maintain ing focus on the overal l objectives. The organization and
reporting structure should be defined and agreed. As the process moves
forward the information and authority chain must be clear to al l .
Understanding who can do what (or not, as the case may be) is
important in any organization; but inside a col laborative structure, with
two separate business entities involved, it is crucial .

Figure 1 3.1 – Competencies and behaviours

Chapter 13 – Working together
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Information management

Effecti ve m anagem ent of knowl edge and i nform ati on i s essential to
ensure that the partners are cl ear on what inform ation they need and
how to share i t. Identifying the key processes i s an i ntegral part of
knowl edge m apping, si nce it is the i nterfaces between functions or
activities where the knowl edge transfer becom es cruci al to success.
I nform ati on fl ow is a m aj or benefit from col l aborati on, but frequentl y it
i s an area of confl i ct when working together. The gaps i n knowl edge and
understanding are where m ost of the operati onal fai l ures and fri ctions
wi l l occur, whether this is between custom ers, internal groups and
i ndi vidual s or external providers and partners. The true benefi t of a
knowl edge-based approach is that real val ue can be identi fied and
expl oi ted by ensuri ng the appropri ate i nterfaces are addressed.

Communications plan

A key aspect of m ai ntain i ng a sound rel ati onshi p between organizati ons
and thei r stakehol ders is to ensure that there is a sol i d process of
com m uni cations. As the rel ati onshi p becom es establ ished i t i s advisabl e
to establ i sh a pl an for effective com m unicati ons across the stakehol der
com m uni ty. Keepi ng peopl e inform ed hel ps to strengthen awareness and
thus m aintai n the support for col l aborati on.

Joint risk management

Devel oping a robust joint risk m anagem ent program m e as part of the
operati ng process i s a crucial factor in being abl e to bui l d sustai nabl e and
fl exibl e operations. The expl oitation of col l aborati ve rel ationships withi n
a busi ness envi ronm ent is often vi ewed as bei ng the answer to som e
el em ents of risk. H owever, the rel ationships m ay address m any of the
chal l enges that are created by today’s busi ness envi ronm ent, but i n doing
so they m ay al so i ntroduce new ri sks – so col l aboration shoul d not be
seen as a reason to ignore the principl es of sound ri sk m anagem ent
processes. J oint risk registers are often establ ished, but these are
frequentl y l i m i ted to those risks that are associ ated wi th the shared
objectives. I t i s l ess com m on to fi nd the recogni tion that indivi dual
partner’s risks (whether corporate or i ndi vidual ) strongl y infl uence
behaviours. The evidence of a strong rel ati onshi p is the fact that the
partners support each other’s risks where practical . I n som e cases thi s m ay
not be possi bl e, but even acknowl edging these risks can have a posi tive
i m pact.
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Process review

When first establ i sh ing the rel ationship it is val uabl e to undertake a joi nt
review of the del ivery processes. This wi l l establ ish the pl atform for
effective perform ance and provi de a basi s to ensure that al l key issues
have been jointl y addressed before form al l y contracting. Optim izati on of
business processes i s a key benefit of worki ng in col l aboration
arrangem ents, but thi s can often create the next l evel of potenti al
confl i ct. So it is im portant to defi ne how the i ntegrated team wil l del iver
their obj ecti ves; th is is an essenti al aspect of establ ishi ng a sound basis
for working together.

The adopti on of process m appi ng has becom e a standard tool for m ost
organi zations in understanding and devel opi ng their operational
approaches. I t provides a basis on which to chal l enge and enhance both
del ivery and servi ce. U nderstanding how each party operates i s a key
stage i n the process of eval uati ng where knowl edge i s l acking and how
creati ng new knowl edge m ay stim ul ate and enhance val ue. Working
together to devel op a TCO approach can be a com pl ex process, which
chal l enges organizations to understand the true cost and val ue of the
operational processes. M oving towards integrated ownershi p takes m uch
m ore com pl ex anal ysi s. I t frequentl y requi res greater i ntegration with the
parties invol ved to encom pass a true through-l i fe optim izati on,
recogni zing that l ong-term com m itm ents m ay not si m pl y be a question
of extended contracts but al so of m ai ntain ing j oi nt com m i tm ents to
resources, m ai ntenance, product support and future product or service
devel opm ent.

Monitor and measure

In any rel ati onshi p it is im portant to understand how the rel ati onshi p
and del ivery perform ance wil l be m easured, to ensure that perform ance
incenti ves al so support required behaviours. Creati ng a col l aborative
program m e i s onl y the start of a process; whi l e targeted in the earl y
stages, it can often l ose m om entum over ti m e. The l onger the
rel ationship i s i n pl ace the greater the possibi l i ty for com pl acency to
bui l d between the vari ous parties, so agreeing a j oi nt m oni toring and
m easurem ent program m e provides a val uabl e indicator of the
rel ationship’s current condi tion and future devel opm ent needs. This
ensures that overal l perform ance is focused on conti nuous i m provem ent.

Di spute resol ution i n the process is a m ust. I n any col l aborati on issues wi l l
arise and it is essenti al that the rel ati onshi p protects itsel f from these
stresses. G eneral l y this is handl ed by som e form of escal ati on process,
which ul tim atel y ends with the respective Chief executive officers (CEOs).
If it goes beyond that poi nt, then the rel ationship has probabl y broken
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down i rretrievabl y, but neverthel ess further acti on m ay ensue. By drivi ng
a dispute process down to the worki ng l evel m any (if not m ost) confl i cts
can be avoi ded.

Contracting arrangement

Every business rel ati onshi p needs to anchor i ts contracting arrangem ents
from the point of establ ish i ng what i t hopes to achi eve through the
rel ati onshi p. I n devel opi ng a contracti ng approach i t i s essential to defi ne
the indivi dual responsibi l i ties and to pl ace these obl igati ons wi th the
correct party. I n the i ni ti a l stages of devel opi ng a col l aborati ve strategy
the tem ptati on is to set obj ectives that are too far-reaching and have
varyi ng chance of actual l y being achi eved. Setti ng expectations too hi gh
wil l a l so i nfl uence the structure of the contract and probabl y pl ace
unreasonabl e dem ands on partners, whi ch wi l l u l ti m atel y resul t i n
contract confl i ct when they are not achieved.

Relationship management plan

When the deci sion i s m ade for one or m ore organi zations to work
together the RM P becom es a j oint pl an, whi ch wi l l outl i ne the way they
i ntend to m anage the rel ati onshi p in future. There are a vari ety of ways
thi s can be addressed as outl i ned in BS 1 1 000. I t m ay be integrated i nto
contracts or al l i ance agreem ents; however, for m any organi zati ons a
separate docum ent often proves m ost m anageabl e – either as a
standal one docum ent or as an annex to a contract. The princi pl e,
however, shoul d al ways be that thi s i s a m utual l y agreed approach
between the parti es.

Conclusion

Whatever contracting m odel is used it needs to be j ointl y agreed and
eval uated agai nst the rel ationship approach. I t m ust be com pati bl e wi th
the joint principl es, a im s and obj ectives of the parties in order to
establ ish the governance that wil l support a col l aborative approach.
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Too often col l aborative arrangem ents are establ i shed in i sol ation to the
necessary contracting arrangem ents and thus creati ng potenti al fri ction
at l ater stages of the rel ationship. In a strong rel ationship that contract
m ay not be predom i nant, but frequentl y as indivi dual s change rol es
through the program m e the col l aborati ve concepts can becom e di l uted
and the contract takes precedence. Thus the rel ationship objectives and
the contract shoul d al ways be com pati bl e. I t is a l so worth consideri ng
eval uati on of the contract agai nst the ‘contracting for fai l ure’ ethos – for
exam pl e, revi ewing the term s of contract as to whether they support
success or sim pl y drive towards accountabi l i ty and bl am e.
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Checklist

Tabl e 1 3.1 wi l l hel p you to assess your organization’s readiness for
working together.

Table 1 3.1 – Working together initial parameters

Working together Yes/No

1 Does the organizati on have establ i shed
com m ercial m odel s to support effective
m anagem ent of col l aborati ve program m es?

2 Does the organizati on have establ i shed
approaches to ensure that processes are
revi ewed to i dentify interfaces and
i m pl em ent actions to cl ose gaps?

3 Are there establ i shed m odel s in pl ace to
dri ve joi nt obj ecti ves and m easure the
effectiveness of i m pl em enti ng a col l aborative
operati ng approach?

4 I s the current organizati onal structure
fl exibl e enough to accom m odate a proactive
ri sk-sharing approach?

5 I s there a structured pl atform of defi ned
rol es, responsibi l i ties and reporting that can
be adapted when worki ng with external
parti es?

6 I s there an establ i shed joi nt pl anning and ri sk
m anagem ent approach that recognizes both
i ndi vidual and j oi nt risks?

7 Does the organizati on have appropri ate ski l l s
devel opm ent and train ing program m es in
pl ace which can be j ointl y accessed by
potential partners?

8 I s there a process in pl ace to m anage issue
resol ution that prom otes sol utions being
devel oped at the l owest l evel of the
operati ons?
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9 Is the current com m erci al approach focused
on devel opi ng joint earl y wins for the
partners?

1 0 Are there establ ished contracting m odel s
avai l abl e wi thin the organi zations that
support col l aborati ve engagem ents?

If the answer to all of these questions is ‘Yes’, there is positive focus
to establish collaborative relationships.
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Chapter 1 4 – Value creation

Experi ence has shown that the benefits of col l aborati ve
rel ati onshi ps wi l l tend to l ose m om entum over ti m e i f not
driven to m aintain conti nual i m provem ent. Rel ati onshi ps that
are parti cul arl y focused on l ong-term benefit m ust m aintai n a
rel evance to m arkets and custom er needs. A m ajor val ue from
col l aborati ve approaches com es from the abi l i ty to share ideas
and harness al ternative perspectives; those that l ook for
additional benefi t often exceed thei r orig inal obj ecti ves and
perform m uch better overal l . Val ue creation is cl earl y im portant
to success, as di scussed in thi s chapter.

A paral l el benefi t that com es from i ntroduci ng a structured approach to
val ue creati on i s that i t supports organizations and team s worki ng
together. H ow organizati ons choose to encourage innovation depends on
a wide vari ety of factors, but i s often m anaged wel l by establ ish i ng joint
cross-functi onal team s that can be brought together to address speci fic
chal l enges or i deas.

To harness this added val ue m eans chal l enging the tradi ti onal thinki ng
and getti ng ‘outside the box’, creati ng new val ue or al ternati ve val ue
propositi ons. Val ue creati on program m es shoul d m aintai n a focus on the
end-custom er, whi l e capturing potential benefits for al l parti cipants that
m ay or m ay not di rectl y affect the custom er. Too often organizations seek
to drive cost out of thei r operati ons and ignore the i m pact on the
custom er. Innovation i s a criti cal factor in the val ue creati on process, since
si m pl y real l ocating costs or obl i gations does not bring new val ue to the
tabl e. Som e rel ationships m ay be instigated for a speci fic obj ective but
thi s shoul d not prevent expl oiti ng other aspects of the val ue chain.

M uch of the resources that organizati ons spend on m anagi ng busi ness
processes are used to control or com pensate for actions and ri sks in
deal i ng with external organi zations. I t is to a l arge extent the ri g id ity of
these processes that sets the cul ture of an organization. G iven the
opportuni ty to expose dupl i cati on or el i m inate activi ti es, the val ue
creation process brings out i m provem ents, benefits and savings that had
never been recognized before. In the process of el i m inati ng process and
m anagem ent control s, i t can hel p to i m prove rel ati onshi ps and trust,
whi ch are catal ysts for even m ore i m provem ent.
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Value creation process

Whi l e there is great val ue in a spontaneous approach to i nnovati on,
establ ishi ng a joi nt process that ensures both targeted support and
encourages new i deas i s very powerful . A structured approach wil l
underpin sustainabl e engagem ent; i t wi l l provi de a m easure of
i ntegration and continual focus on drivi ng greater val ue from the
rel ati onshi p. The advantage of devel oping a col l aborati ve rel ationship i s
i n expl oiting the j oi nt knowl edge and capabi l i ti es of organi zations to
create added val ue for the partners, and for the end-custom er or
consum er. H owever, the expl oi tati on of col l aborative approaches m ust
have a foundati on that is based on del i vering added val ue to the parties.
I n iti a l l y it wi l l capital ize on the synergies in the rel ationship; subsequentl y
i t shoul d be a focus for continual i m provem ent and enabl ing
organizati ons to share resources or rem ove activi ties that do not add
val ue. The l onger-term benefi t i s i n m oving the rel ati onship forward to
provi de m ore com peti tive opti ons for the end-custom ers they serve, and
thus creati ng even greater val ue.

Innovation groups

Every organi zation wil l have i ts own specifi c targets to ensure a val ue
creation program m e that captures al l opportunities. I t hel ps to adopt a
fram ework that provides a robust pl atform i nvol ving al l aspects and
functi ons wi thin the organization. The val ue creati on m odel (see
Fi gure 1 4.1 ) captures the basic functi onal acti vities of a busi ness
operati on or organi zati onal process, which can be contai ned withi n one
of six key areas (total cost, cycl e ti m e, busi ness process, resources,
speci fications and perform ance). Wi thin these there wil l be m any
i ndi vidual issues and targets identifi ed by the partners. I t shoul d al so be
recognized that m any of the potential benefi ts and opportuniti es m ay
cross between these areas. For exam pl e, cycl e tim e reduction m ay have a
cost–benefi t associated with i t, whi l e process im provem ent m ay bri ng
i m provem ents i n cycl e ti m e.

The val ue creati on process m ay not necessari l y del iver im m edi ate returns,
but for the new partnering team fi ndi ng som e earl y wi ns is quite
i m portant to boost confidence and encourage the team to becom e m ore
i nnovati ve. I t is im portant not to focus sim pl y on cost, as thi s wi l l tend to
create fri cti on, but focus on the causes of cost.

Areas for improvement

The key to optim i zing thi s co-creation i s to ensure that i denti fi ed issues
are regul arl y revi ewed and, where necessary, rem oved i f not del iveri ng.
This ensures resources are not wasted or diverted from the prim ary
objectives. Val ue i s onl y created i f i t bri ngs benefit to those i nvol ved;
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when devel oping a val ue creati on program m e it is i m portant to rem ain
focused on the key pri oriti es and eval uate every i n iti ati ve in term s of
strategi c dri vers. The opportuni ties for organizations to l ook
constructi vel y at their own processes, as wel l as the wi der i ntegrated
processes that del i ver products and services, opens the vi sta of creati ng
new val ue for custom ers by i m proving current perform ance and
expl oiti ng new openi ngs through the extended enterprise. I n a
col l aborati ve environm ent, val ue creati on is about del iveri ng innovative
sol uti ons or rel easi ng val ue that coul d not be generated by one
organi zation al one. This evol ves into i ntroduci ng new val ue propositions
that ful fi l the future aspi rati ons and expectations of custom ers, or
perhaps those that have yet to be recogni zed.

Define value

One of the m aj or chal l enges in any rel ati onshi p is to defi ne what val ue
m eans for those i nvol ved. For every organi zati on the focus for val ue
creati on wil l be di fferent, since every business strategy creates di fferent
dem ands. Devel oping a col l aborati ve innovation program m e to del i ver
best val ue starts with the partners setti ng cl earl y defined defi ni ti ons of
val ue for their own organi zati ons. When establ ish i ng val ue-based
obj ecti ves, the parti es have to recognize that wi thin a rel ationship there
wi l l be joi nt obj ecti ves i n addi tion to those which are partner-specifi c.
Com m onl y when two organi zations get together there are three sets of
obj ecti ves: yours, m ine and ours. I t is crucial to understand these m ul tipl e

Figure 1 4.1 – Value creation model
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ai ms and bl end them into a joi nt strategy to del i ver m utual benefit.
Defin i ng val ue i s a focus that not onl y varies in di fferent organi zations; i t
al so m ay change over tim e. As i n iti a l program m es devel op, the wi der
aspects of i m proved servi ce del i very and m arket growth strategi es take
the val ue defin i tion to a broader l evel , a l ong with the i denti fication of
operati onal im provem ents dri ven by increased confi dence and trust. To
i m pl em ent effective val ue creati on program m es, it is im portant to defi ne
val ue in the rel ationship, both to establ i sh targets to stri ve towards and
to identify benchm arks against which to m easure success.

Val ue creati on shoul d be viewed as a continuous i terati ve process that
provi des a focus for devel opm ent and a catal yst for change.

Learning from experience

As organizations begin to work together m ore cl osel y i t i s equal l y
i m portant to capture the l essons l earned. This is a key aspect of creating
val ue and setti ng the agenda for innovation. The traditional com peti ti ve
approach has been to focus on reduci ng price, but as m any wi l l
appreciate, l owest price is not al ways l owest cost; certain l y this approach
i s sel dom a catal yst for col l aborati on and sustainabl e val ue. Devel oping
new val ue propositi ons has to start from an understandi ng that the
overal l objective is to reduce total cost to those i nvol ved; thi s m ay
require som e transfer across what were tradi tional l y tradi ng ‘battl e l ines’.
To open up the ful l potenti al of integrated operati ons, there has to be a
change in the whol e organizati on on both sides of the rel ationship to
ensure that existing rul es do not constrain i nnovati on. It m ay be that a
sm al l team is drivi ng a program m e but the bigger organizati on wil l
i nfl uence m any of the processes and deci si ons. U l ti m atel y, the
col l aborative approach shoul d be del iveri ng al ternative val ue
propositions that have m uch wi der im pl ications and benefits.

Generating innovation

Few business activi ti es wi l l stay unchanged for very l ong; particul arl y i n a
technol ogy-focused environm ent, i nnovati on i s crucial to m ai ntain
com peti tive edge for the rel ati onshi p. Whi l e there m ay be m any com m on
opportuni ti es, it is a l so i m portant to recogni ze that som e opportuni ties
m ay onl y benefit one party – but joint support for these is equal l y
i m portant.

The devel opm ent of innovative ideas has to be an i terati ve process that
prom otes a continuous cycl e of i m provem ent. M ost organizati ons,
parti cul arl y those partnering team s that are newl y brought together, wi l l
onl y be abl e to focus on a sm al l num ber of opportuni ties at one ti m e. It
shoul d al so be apparent that m ost opportuniti es wi l l com e by
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combinations of actions within the six key areas of total cost, cycle time,
business process, resources, specifications and performance. Priorities
must be set to ensure focus on the strategic objectives of the partnership.
A major target for organizations is how to improve cycle time, without
reducing control and qual i ty. To provide some focus some key areas are
l i sted below for consideration:

• product development time;
• integrated planning;
• information flow;
• del ivery time to customer;
• reduced risk.

Each offers the opportunity for a value creation team to consider the
cost–benefit analysis of what improvement would mean in terms of
internal benefits, cost and resources, as wel l as customer and market
positioning. Effective planning can provide substantial returns for what is
often only the integration of critical factors within each organization.
The longer-term benefit of integrated planning is the impact of rel iable
information flows that ensure actions are undertaken only when needed,
thus avoiding wasted effort, late change and reducing the risk of delays.
Cycle time is not only a market driver, but al so a potential cost reduction
activity, which in the early stages of a relationship does not involve
significant exposure.

The main benefit of col laborative business relationships is to bring
together teams from external organizations, as it provides a more hol istic
view of operational processes. Business re-engineering is a common
aspect of internal improvement programmes, but is rarely explored across
the borders of organizations – yet many of the processes have been
establ i shed to manage external organizations. Looking beyond the
improvement of existing activities, the future development of integrated
approaches may provide new and innovative propositions that are only
achievable through col laborative partnering ventures. Business processes
involve resources and costs, so their improvement provides a real
opportunity for organizations who are prepared to share their
knowledge and ski l l s.

The major area for investigation and development is to look at process
flows in terms of dupl ication and recycl ing. These are potential benefits
that often require only simple adjustments to the overal l process, but
may offer substantial benefits to both parties. The next phase of
integration is rational izing data flow. Dupl ication of activities and effort,
and double handl ing, are common between organizations; when these
processes are rational ized they create additional value, competitiveness
and performance.

Resources are the major cost factor for most organizations after external
spend, whether these are materials or ski l l s. Exploiting the ful l potential
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of resource optimization has to start with the organizations involved
partly releasing control in order to evaluate where each activity should
be undertaken and by whom. This in itia l assessment requires the
participants to see their role and function in terms of contribution to the
process rather than personal responsibi l i ty and status. As with most
relationship issues, progress is often smoothed by focusing on what al l
agree on and then moving to the more contentious issues, dri l l ing down
through the many resource-related activities that cross boundaries. Which
party ultimately undertakes the activity should be defined through
capabi l ity and risk assessment.

The potential for organizations to share information and develop new
ideas is general ly only constrained by their desire to retain knowledge
within their own boundaries. Creating value from integration offers the
opportunity to look constructively at what has been common practice,
then disseminate the factors that may be adding to the cost and
resources without true added value (see Table 1 4.1 ) . Effective integration
starts with the uncontentious issues that exist at the interface points
between most organizations, whether manufacturing or service-related.
There are always constraints that each would l ike to remove. Often, these
are simple requirements that have either grown out of past problems or
have never been appreciated by considering both sides of the supply
relationship. Once the process starts the openness and trust wi l l grow, as
wi l l the opportunities.

Table 1 4.1 – Value creation focus

Eliminate waste Standard ize materials Enhance service

Rationalize
documentation

Simpl ify specifications Joint research

Reduce
contingencies

Optimize production Long-term
investment

Remove constraints Improve maintenance Shared equ ipment

Integrate assembly Enhance service Shared product R&D

Phase development Common outsourcing
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Conclusion

Im provi ng perform ance cl earl y supports the i ni ti a l objectives in di fferent
ways, i ncl udi ng indivi dual sati sfaction that com es from achievi ng goal s
that stretch the organi zations. In addition, getting im provem ent from a
product or servi ce for the sam e investm ent i m proves the rel ati onshi ps
across the whol e val ue chain and at the sam e tim e rei nforces the val ue of
col l aborati on.
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Checklist

Tabl e 1 4.2 wi l l hel p you to assess your organi zation’s approach to innovation and continuous im provem ent.

Table 1 4.2 – Value creation initial parameters

Value creation Yes/No

1 Does the organizati on have a cl ear perspecti ve on what val ue m eans and does thi s al so
recognize that external parties m ay have other val ue dri vers?

2 Is there a cl ear focus on custom er sati sfaction wi thin the organization?

3 Does the organizati on recogni ze the potential need for j oint investm ent where
addi ti onal val ue can be created?

4 Does the organizati on have an internal focus on resource profi l ing to ensure that
innovation can be devel oped al ongsi de program m e del i very?

5 Does the organizati on have an establ i shed process to prom ote and devel op innovation?

6 Does the organizati on have an establ i shed business focus to review the effectiveness of
its process?

7 Does the organizati on have establ i shed processes to undertake cost–benefit anal ysi s
when consideri ng process i m provem ents?
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8 When establ ishi ng col l aborati ve program m es does the organizati on seek to devel op
benchm arks over ti m e?

9 Does the organization focus on i m pl em enti ng key ini tiatives to del i ver additi onal val ue
from i ts rel ati onshi ps?

1 0 I s there an ethos of conti nuous im provem ent withi n the organizati on?

If the answer to all of these questions is ‘Yes’, then the organization has a positive focus on innovation and continuous
improvement. This is a strong platform to enhance relationships for mutual benefit.
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Chapter 1 5 – Staying together

M arket dem ands, organi zations and thus busi ness rel ati onshi ps
wi l l be l i kel y to change over tim e. This m ay be as a resul t of
internal and external factors or pressures. Even where partners
have invested i n creati ng a fi rm foundation and governance,
the peopl e invol ved wil l devel op or m ove on, whi ch wi l l change
the dynam ics of the rel ati onshi p. This is a strong reason for
em bedding col l aborative practices i n the operating m odel . To
achi eve perform ance goal s continuousl y i t i s essential to
establ i sh a program m e that works to m aintai n a sustai nabl e
rel ati onshi p through ongoing joi nt m anagem ent; this is the
focus of thi s chapter.

I n a changi ng worl d the internal and external pressures on any
col l aborative rel ationship wi l l i nevi tabl y l ead to i m pacts on effecti veness.
I t i s a l so i m portant to recognize that as rel ationships evol ve they wil l
undergo change, so to ensure the m axim um benefit it is im portant to
undertake regul ar val i dation to m aintai n focus and effi ciency. N o two
rel ati onshi ps are the sam e and the dynam i cs of organi zational and
peopl e changes can i nfl uence perform ance, so i t i s equal l y im portant to
recognize that as rel ati onshi ps progress they need to be m onitored to
ensure that appropri ate focus is m ai ntai ned on areas where convergence
m i ght not be happeni ng to m axim um benefit.

Experi ence suggests that col l aborati ve rel ati onshi ps have a m i nim um
effective devel opm ent cycl e, whi ch takes between 1 2 m onths to
24 m onths depending on the com pl exi ty of the rel ationship. Over thi s
peri od of ti m e m any factors can al ter, so it is essenti al that organizati ons
recognize the need to reval idate approaches. Thi s wi l l i ncl ude the need
to readdress the ori g inal obj ectives and assess whether these have been
(or are being) m et and whether they shoul d be m odified, which i n turn
m ay create an i m pact throughout the col l aboration. There are al so l ikel y
to be changes i n personnel , which m ay al ter the dynam i cs of the
partneri ng team and perhaps the wider organi zations. BS 1 1 000 can be
regul arl y used to provide a benchm ark of how the operati on and the
team are converging or di verging over tim e.
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Monitor performance

I t i s com m on practice to use both servi ce l evel agreem ents (SLAs) and key
perform ance Indicators (KPI s); however, these are often confused, which
creates tensi on between the parties. Accordi ng to the I ACCM , 1 1

an SLA typi cal l y i denti fi es the fixed m easurem ents for the del i very of
the servi ces and spel l s out m easurem ents for perform ance and
consequences for fai l ure. It m ust incl ude: l evel s of requi red
perform ance; consequences for fai l ure to reach or m ai ntain these
l evel s; and descripti ons of the parti es’ rol es and responsibi l i ties in
achi eving the perform ance l evel s.

In bri ef, an SLA is a contractual com m itm ent; it is a detai l ed and
com prehensi ve descri ption of the perform ance aspects of the servi ce. I n
contrast, KPIs are high-l evel m easures (quanti tative or qual i tative) that
enabl e the overal l del i very of a service to be assessed by both custom er
and service provi der. KPIs shoul d be few in num ber and focus on the
service’s contributi on to the custom er’s business success; they are often
l i nked to a bal anced scorecard and typi cal l y m onitor perform ance i n
terms of fi nanci al criteria, custom er sati sfaction, i nternal process qual i ty
and perform ance, and staff ski l l s/com petence.

It is im portant to understand and agree how the perform ance of the
contract and the rel ati onshi p wi l l be joi ntl y m easured and ensure
appropri ate revi ews are undertaken. I n m ost organi zations there wi l l be
establ i shed processes for m onitoring perform ance; frequentl y, however,
these are focused on outcom es, del iverabl es or even profi tabi l i ty. These
are cl earl y very i m portant, but where col l aboration i s an i ntegral part of
the business perform ance thi s shoul d al so i ncl ude m oni tori ng the
strength of the rel ationship. Al l rel ati onshi ps are subj ect to change ei ther
from i nternal or external infl uences that affect the basis of the ori g inal
program m e, so if the rel ati onshi p is del ivering and rem ai ns a strategic
approach then i t shoul d be peri odi cal l y tested and adapted to refl ect
changes i n the business environm ent. These m ay be as a resul t of i nternal
changes by one or both of the partners or (m ore l i kel y) m arket changes
that m ay al ter the val ue proposi tion.

Measurement

I n rai sing the profi l e of col l aborative approaches the chal l enge is al ways
to show that sound rel ationship m anagem ent aids effecti veness and
effici ency whi l e del i veri ng extra val ue. We al l know intui tivel y that it
does, but proving the point can be m ore di ffi cul t and we often fi nd
oursel ves struggl ing to m ake the l inks. There i s a wel l -known saying that
‘if you can’t m easure i t you can’t m anage i t’, whi ch m akes absol ute sense

1 1 Internati onal Associ ation for Con tract and Com merci al M anagemen t.
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and is a position that most people would endorse. But there are times
when the quest for measurement goes beyond common sense. Clearly we
should measure performance, if only to see where we can improve or to
judge that we are getting value for money. The chal lenge is to start from
a point of understanding what is important in relation to the objectives,
and translating this into real i stic measurements that provide value to
those managing the process. Frequently, when organizations look to
col laboration, they drift towards aspiration-based objectives, which is
why lawyers have consistently chal lenged the concepts of partnering.
Alternatively, we revert to the lowest possible denominators where we
are sure to be able to del iver exact measurement. Either way, we are
deceiving ourselves and fai l ing, whi le creating the conditions for confl ict.

Joint team management

The principal key to sustaining any relationship is to ensure there is
effective joint management of the approach. This should not be a task
for executive management; it should be focused on the operational level ,
managing the day-to-day activities of the relationship and ensuring
continued focus and support. Maintain ing both del ivery and
development focus is crucial to ensure the relationship remains proactive.
This must involve joint objectives for measuring and monitoring to
maintain a dynamic approach across teams. Reval idating effective
agreements and contracts is crucial to ensuring the appropriate platform
for col laborative operations.

Support innovation

There should be continuous support and monitoring of innovation and
continual improvement, to ensure that the partnering teams are
exploiting their joint knowledge and, where appropriate, enhancing their
ski l l s.

Behaviours and trust

Developing trust in the relationships and ensuring the appropriate
behaviours is a key aspect of joint management. As trust increases the
performance of the relationship should increase the value it del ivers. The
wrong behaviours wi l l quickly undermine the situation, with obvious
impacts on output.
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Maintain performance

Busi ness rel ationships are created to m eet the chal l enges and dem ands of
the m arket and custom ers, whether i nternal or external – and cl earl y
col l aborative in itiati ves are no di fferent. I t shoul d be recogni zed that
whi l e it is im portant to devel op the rel ati onshi p the pri m e business
objectives m ust be m et. A criti cal aspect of any rel ationship i s that it
del i vers the perform ance that was in i tia l l y envi saged and agreed; any
fai l ure by a partner in a col l aborati ve environm ent wil l i nevitabl y l ead to
a breakdown i n the rel ati onshi p. Whi l e thi s m ay seem obvious to m any
peopl e, it is essenti al that the partners continue to m eet or exceed their
obl i gations; it is a l so im portant to recognize that a fai l ure to provide
earl y warni ngs of probl em s wi l l si gni fi cantl y underm i ne trust. This
ensures that overal l perform ance is focused on continuous im provem ent.
Creati ng a col l aborative program m e is onl y the start of a process;
frequentl y whi l e targeted in the earl y stages i t can l ose m om entum over
tim e, so i t i s essential to establ i sh earl y on a program m e of
benchm arking that can identi fy areas of potential stress or confl i ct that
m ay require interventi on to optim i ze perform ance. The l onger the
rel ati onshi p is in pl ace, the greater the possibi l i ty for com pl acency to
bui l d between the various parti es.

Dispute resolution

M anaging confl i ct towards a constructive and m utual l y benefi cia l
outcom e i s an essential el em ent of effecti ve col l aboration. I n any venture
where peopl e are i nvol ved there i s al ways the possibi l i ty of di fferences;
col l aborative working i s no different. I t i s i m portant to ensure that there
i s a di spute resol ution process that provi des a m echanism and escal ation
procedure where appropri ate. Frequentl y disputes, whether internal or
external , becom e disproportionate to their real im pact if not addressed
earl y. Di sputes m ay be created m ore from the positioning of i ndi vidual s
than from the rel ati ve positions of the organi zations, so anal ysis of the
vari ous perspecti ves wi l l hel p to generate focus. I t is i m portant not onl y
to establ i sh the percei ved basis of the di spute but al so to gain exam pl es
of how this dispute has shown itsel f; frequentl y the outward
dem onstration of a di spute hides an underl ying probl em . The m ost l i kel y
cause is a l ack of trust, which transl ates into a hardeni ng of interfaces
and i s then i nterpreted as a l ack of cooperation. The next m ost l i kel y
area for di spute is a change in the m arket (by custom ers or external
i nfl uences) that affects the partner(s). Confl ict with busi ness processes
often becom es a chal l enge to the team , who find them sel ves operating
outsi de their own organi zati on. The m ost com m on cause of di sputes i s a
sim pl e breakdown in com m unications whi ch, once re-establ i shed,
di ssol ves the confl i ct.
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Joint exit strategy

Devel opi ng a structured joint approach to form ul ating an exit strategy is
an im portant facet of col l aboration. There is a cl ear rati onal e for
understandi ng on both sides of the rel ationship how each wil l act i f or
when the environm ent changes or when the agreem ent reaches the end
of i ts natural ti m e span. Even m ore i m portant i n the short term is that
m uch of the exit strategy wil l bring to the surface i ssues and concerns on
both sides; these wil l need to be addressed to hel p the process of
bui l d i ng trust and openness, so that focus can be m ai ntained on val ue
creati on and not defensi ve protecti oni sm . Consideri ng an exit strategy
m ay be vi ewed as negati ve, but in fact i t i s one of the key structures that
adds strength to the rel ationship and ai ds the bui l d ing of greater
integrati on.

The relationship health check

A rel ationship heal th check approach draws upon the key el em ents of
BS 1 1 000 and how these are viewed by both partners i n the rel ati onshi p.
This is a crucial facet of the approach, since a rel ationship cannot be
considered satisfactory unl ess it is m eeti ng the obj ecti ves and aspirations
of both partners. Trust i s essential to business, so it is perhaps fi tti ng to
start from a perspecti ve of l ooki ng at the issue of trust as a key factor in
bui l d i ng m ore effective busi ness rel ati onshi ps. There are num erous
behavi our profi l ing tool s, such as M yers Briggs, which l ook at the
personal attitudes as wel l as those that are refl ective of the organi zati ons
invol ved, as an i ndi cator of the strength of the rel ati onshi p; the
perspective of the organization provides an overvi ew of behavi oural
trai ts. Assessi ng how each indivi dual sees the fram ework withi n which
behavi ours are devel opi ng provi des a hel pful benchm ark of potenti al
constrai nts.

Conclusion

Risk – and the perception of risk – i s a m ajor constraint to any
rel ationship, and in parti cul ar one that is focused on innovation. Busi ness
in general and col l aborati ve rel ationships m ust m anage risk effectivel y, so
the establ ishm ent of ri sk regi sters i s a key tool i n any m anagem ent
process. As a m easure of the strength and effectiveness of a rel ati onshi p,
anal ysi s of the current risk profi l e can provide a val uabl e i ndi cati on of
how wel l the rel ationship i s perform ing. The test of whether a
program m e i s engaging the operati on i s the addi tional in itiati ves that
are devel oping com pl em entary new ideas; the rel ationship wil l enhance
its strength. Any rel ationship wi l l i nevi tabl y face som e disputes between
the parti es; the strength of the rel ati onshi p is founded on how wel l these
are addressed and resol ved. Increases in di sputes m ay not necessari l y be
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negative, since as organizations seek to exploit the benefits of
col laborative working there is an increased tendency for confl icts in
thinking to arise. What is crucial is that these are resolved to mutual
advantage and not left to create a potential breakdown of the
relationship.

Relationship maturity against organizational col laborative competence of
an organization in its col laborative approaches can be used as part of the
selection process, but more importantly it g ives a measured approach to
monitoring improvements. As part of the overal l health check the annual
val idation of progress provides a benchmark in both measuring the
strength of the relationship and assessing the development of capabi l i ty
against BS 1 1 000.
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Checklist

Rel ati onshi ps need constant m onitoring and support to achieve the ful l
val ue of the col l aboration, to ensure del i very of prim ary obj ecti ves
through perform ance and to encourage the devel opm ent of added val ue.
Tabl e 1 5.1 hel ps you to assess the extent to whi ch your organi zati on’s
internal processes are capabl e of m onitori ng perform ance j oi ntl y with
partners.

Table 1 5.1 – Staying together initial parameters

Staying together Yes/
No

1 I s there an establ ished basi s for joint executive
sponsorshi p and regul ar revi ews?

2 I s there a structured approached to establ i sh ing a
j oint m anagem ent approach that recogni zes the
m utual responsi bi l i ti es of col l aborati ve
program m es?

3 Does the organization have a fl exibl e approach to
perform ance reporti ng that woul d accom m odate
the needs of external parti es?

4 Are the organi zation’s i ncenti ve program m es
conducive to working across organizati onal
boundari es and supporting j oint m anagem ent of
program m es?

5 I s there an establ ished m anagem ent process that
supports the j oi nt m anagem ent of col l aborati ve
program m es?

6 Does the organization have establ ished processes in
pl ace to m oni tor and m easure rel ati onshi ps and
behaviours?

7 I s there a m odel issue resol uti on process i n pl ace?

8 Do existing m anagem ent m odel s i ncorporate the
need to jointl y m onitor m arket changes that m i ght
i nfl uence a col l aborati ve arrangem ent?
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9 Do the current ski l l s development programmes
extend to external parties and do current processes
recognize the needs for joint programmes?

1 0 Does the organization have establ i shed guidel ines
for the development and monitoring of joint exit
strategies?

If the answers to all the questions are ‘Yes’, the organization has
internal processes that recognize the needs to jointly monitor
performance and manage issues. It is positively placed to achieve
benefits from collaborative approaches.
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Chapter 1 6 – Exit strategy

The exi t strategy is the l ast stage in the rel ati onshi p l i fe cycl e,
but is in fact a key aspect that shoul d be addressed as part of
the in i tia l th inki ng and carried through the whol e l i fe cycl e, as
described i n this chapter. The exit strategy shoul d not be
confused with contract term inati on; al though this is im portant
it addresses another aspect of rel ationshi ps wi th suppl iers. The
strategy shoul d focus on how the parti es pl an to disengage
when necessary and ensure effecti ve business continuity and
custom er support.

A strong rel ati onshi p wi l l recogni ze the val ue of l ooki ng to m onitor the
changes and ensure that the concerns and needs of each partner are dul y
addressed. It is im portant to ensure that whi l e one parti cul ar in itiati ve
m ay com e to i ts useful end due to a variety of factors, others m ay – and
shoul d – em erge from successful col l aboration. The im pl icati on of
term inati ng an agreem ent and how thi s i s vi ewed internal l y (and from
the m arket) is crucial to the reputation of the parties. Whi l e it m ay be
appropriate to cease activi ty, how this i s presented and i nterpreted wi l l
i nfl uence the way each party proacti vel y approaches di sengagem ent. This
i s parti cul arl y i m portant i n suppl y chain program m es where servi ces and
outsourcing program m es are invol ved, which m ay requi re peri odi c
re-tendering for regul atory or com petiti ve reasons.

The l ifespan of any business rel ati onshi p wi l l vary between organi zati ons
and m arket infl uences; adapti ng to these changes i s a cruci al part of
devel oping effective col l aborati ve partneri ng arrangem ents. The
devel opm ent of effective i ntegrated acti viti es requi res the bui l d ing of
trust between the parties, which over tim e wil l enhance the
opportuni ties – those who expect to m axim i ze their i nvestm ent over a
l im i ted ti m e wil l general l y find that col l aborati on does not provi de
sol utions. M any peopl e m ay consi der that to address an exi t strategy at
the outset of a rel ationship i nfers an acceptance that the rel ati onshi p wil l
fai l , but thi s i s not the case. Experience suggests that being open about
al l possi bi l i ti es al l ows the partners to focus on every aspect of
i ntegration .
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Maintain a joint exit strategy

J oi ntl y devel opi ng and m aintai ni ng a focus on disengagem ent ensures
that the partners have a cl ear focus on the val ue of the col l aborati on.
Taki ng into account the potenti al probl em s of di sengagi ng the
rel ati onshi p m eans that al l parti es can establ ish an exit strategy that
al l ows them to define the l im its of engagem ent. The devel opm ent of
col l aborative rel ationships wi l l often have a defi ned l ifespan to m eet
speci fic project requi rem ents, and al ongsi de this the business
environm ent is subject to change. I t i s therefore im portant in any
devel opm ent to take i nto considerati on the im pacts of tim e and the
i m pl i cations that an i ntegrated operation m ay introduce. During i ts
form ation the rel ati onshi p m ust take i nto account the process that wi l l
l ead to the eventual d isengagem ent of the partners. This m ay not need
to be pl anned i n detai l , but shoul d identi fy the key im pl icati ons of
shari ng knowl edge across organi zational boundaries. What m any peopl e
do not consider when enteri ng i nto a m ore integrated rel ati onshi p is that
previ ous contracti ng i nterfaces can never be the sam e.

Establish boundaries

I t i s i m portant to define the boundaries of the rel ati onshi p cl earl y,
though it is accepted that these m ay change over ti m e by m utual
agreem ent. This shoul d i ncl ude the business risks; in any busi ness
environm ent there are m any factors and pressures that can have an
i m pact on the operati onal dri vers. When considering the need for an exit
strategy and devel oping the appropriate approach, these can general l y
be focused i nto eight key phases of BS 1 1 000, though every business and
organizati on wi l l eventual l y refi ne these to refl ect their l ocal i ssues and
i m pacts. As part of the process of worki ng together i n the devel opm ent
of an integrated rel ati onshi p, these prim ary concerns wi l l i nfl uence the
way that team m em bers parti cipate. I ntegration is a progressive process
that grows as the team investigates val ue creation opportunities; having
cl ear boundari es al l ows them to avoi d potential areas of confl i ct that
reach beyond their brief.

Monitor changes

There shoul d be regul ar j oint reviews of both the m arket and the
rel ati onshi p, to ensure it is sti l l rel evant and del i vering val ue to the
parti es. After the im pl em entati on of an ini tia l col l aborative program m e it
i s i nevitabl e that changes wi l l occur, both insi de the partnershi p and in
the wider trading environm ent. M any of these wi l l be addressed by the
team and adopted withi n their operations, whi l e others m ay affect the
l ong-term val id ity of the rel ationship. It is essenti al that partners
recognize these changes and take acti on to m anage the i m pl i cations.
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There are m any factors that the busi ness com m uni ty has to continual l y
adjust and adapt to. I n the context of the gl obal busi ness envi ronm ent
these i ssues can create both opportuni ties and ri sks; the potential
advantages that col l aborative rel ationships can del iver are often focused
around the need to m eet som e of these chal l enges, but they can al so be
factors that rel ati onshi ps need to consider in term s of changi ng the
prem ise for working cl oser together.

Change i s what every business has to accom m odate under norm al
condi tions, but the i m pl i cation for col l aborative rel ati onshi ps i s that these
changes m ay affect onl y one partner – but as a resul t affect the other.
Al terati ons in regul atory dem ands or pol iti cal structures can i ntroduce
constrai nts that cross organizational boundari es; and econom i c vari ations
al ter the custom er perspecti ve, which can provi de advantages to the
com petition. Any col l aboration m ust be establ i shed against the
background of the m arket envi ronm ent. I n the sam e way it can establ i sh
the param eters and benchm arks against whi ch the partners consider
being rel eased from their obl igations. Establ ish i ng cl ear rul es of
disengagem ent m eans that both parti es can m onitor the m arket and
recogni ze the devel opi ng changes so as to take al ternative opti ons.

Establish triggers

I t i s essenti al to understand the tri ggers that woul d i ndi cate the
rel ationship has ful fi l l ed its useful l i fe. This does not m ean that
col l aborati on has fai l ed; on the contrary, j oi nt forward pl anning i s the
key to an effecti ve rel ationship. Each organi zati on i s a constituent of the
col l aborati on, so if one of them undergoes a si gni fi cant change in
structure or ownershi p this affects the overal l proposi tion. Thi s does not
m ean that rel ati onshi ps m ust fai l under these condi tions, but i t needs to
recogni ze the possi bi l i ty that (for exam pl e) ownership coul d have a
fundam ental change in di recti on. This al l ows the partners to consi der
options.

In the trading m arketpl ace m any factors drive the sharehol ders and
direction of business ventures. So restructuring and rational i zation m ay
often dri ve the need for partnering; i t m ay al so create a new worki ng
environm ent that is counter to the other partner(s). The val ue-added
capabi l i ty of the arrangem ent i s cruci al to i ts success; the m ore robust the
rel ationship, the greater the probabi l i ty that it wi l l survi ve m aj or
corporate change. The area that presents the biggest chal l enge wi l l com e
from m ergers and acquisiti ons, where addi ti onal internal resources and
capabi l i ties confl i ct with external partners or where the strategy of the
new organizati on takes a di fferent direction from that when the
partnership was establ ished.

The effectiveness of an extended enterprise depends l argel y on the
personnel who operate the activi ty on a day-to-day basis. There is al ways
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a chal l enge when key i ndi vidual s m ove on or are repl aced over tim e. The
robustness of the busi ness processes that are put i n pl ace and the
strength of the val ue proposi ti ons wi l l be tested when there are changes
to the infl uenci ng pl ayers. Every rel ationship faces these chal l enges at
som e poi nt, but if the rel ationship is robust it can overcom e som e
variati ons in the team . H owever, it has to be recognized that when there
are m ajor corporate changes the sponsorship of special rel ationships m ay
al so com e under pressure.

Some personnel changes wil l certai nl y test the strength of the team and
m ay resul t i n the rel ationship havi ng to l ook towards disconnecting the
organizati ons. The greater diffi cul ty com es in cases where staff have been
transferred between partners or have been assigned to speci al
program m es outside their organi zation’s norm al structure. When creating
col laborative ventures that extend the organizati ons, i t i s i m portant to
ensure that staff do not see the arrangem ent as a cul -de-sac in term s of
their i ndi vidual careers. This factor m ust al so consider the regul atory
i m pacts of staff assignm ents and the l ong-term l ocal im pacts.

Business continu ity

The foundation of a sound rel ati onshi p is that whi l e it continues to add
val ue it m ust al so recognize the im pl ications of m aintai ni ng continuity
for both the partners and thei r custom ers. Cl earl y, business operations do
not sim pl y invol ve the partners; they extend i nto the custom er base and
the wider m arketpl ace. The responsi bi l i ti es that operating organi zati ons
accum ul ate m ay rem ain after the partners have agreed not to continue
the rel ati onshi p. In any case where the parties agree that future joi nt
activity m ay not be appropri ate, there wi l l be obl i gations that sti l l
require servi cing and these m ay have been devel oped through j oint
parti cipati on and resources. When devel opi ng a col l aborative concept i t i s
i m portant to understand the im pl icati ons of the proposed m arket
offerings, whi l e i t i s general l y one or other partner who actual l y
contracts wi th custom ers. The m anner i n which the service or product is
provi ded wil l be dependent on resources and i nput from several partners
and thei r suppl i ers. In devel opi ng an exi t strategy the partners m ust
consi der the way in whi ch current l iabi l i ties wi l l be ful fi l l ed; the
reputati ons of al l parties are i m portant and support to the custom er is
cruci al for future activi ti es.

Transition

The term inati on of any col l aborative in itiati ve needs to be effecti vel y
orchestrated by the partners. Thi s i s particul arl y i m portant where servi ce
provi sion i s being transferred to another party. The transferri ng of
resources and producti on activi ti es between partners often arises out of
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expl oring the opti m i zation of busi ness del i very processes, but in doing so
vul nerabi l i ti es can be created; thus these al ternati ve val ue propositions
m ust take i nto account the im pl ications of future abi l i ti es to m eet
contractual needs. Cl earl y, under the banner of a robust rel ationship
these i ssues can be accom m odated, but i n cases where the pri m e partner
m akes deci sions outside the m odel then gaps can be l eft on al l sides – to
the detri m ent of both parties and thei r rel ati onshi ps with thei r
custom ers.

Future opportunities

Col l aborati ve integration offers the opportuni ty for organizati ons to
extend their indivi dual capabi l iti es and m arket reach through com bined
operations. These m ay be tim e-l i m ited or open-ended, but in every case
there i s a need for the parti es to openl y address what they need to do i n
the event that the rel ati onshi p is no l onger viabl e. Each party m ust
consider what they wil l contri bute for short-term gain and what m ay be
at risk in the l onger term . Fi nal l y, i f the rel ationship has been wel l
m anaged and has del ivered its obj ecti ves, then the way shoul d be open
to consider future possi bi l i ti es for col l aborati on. The future offers the
perspective that m ore and m ore organizati ons wi l l l ook towards thi s
approach as a vi abl e al ternative. I n ti m e, com petiti veness wi l l be between
business cl usters rather than between i ndi vidual organizations. Thi s opens
up the prospect of partners l eaving one rel ationship and l inking wi th
com petitive cl usters, whi ch again rai ses the prospect of knowl edge
fl owing across com petiti ve boundari es.

Conclusion

The exit strategy is frequentl y consi dered as bei ng negati ve. H owever,
from experience a wel l -defined strategy wi l l hel p to support engagem ent
and ensure cl arity for the parties as thei r current business activi ty ceases
or reaches the end of i ts useful ness. Experience suggests that effort
during the devel opm ent of col l aborati ve program m es and throughout
their l i fe cycl e (to m aintai n a focus on the endgam e and perhaps the
future) wi l l underpin the rel ationship.

H ow we exi t from a rel ati onshi p says a great deal about the integri ty of
the parti es, the strength of their rel ationship and thei r potential to
col l aborate in the future.
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Checklist

Establ ishi ng an exit strategy can be one of the m ost positive aspects i n
devel oping a col l aborati ve approach, si nce it al l ows the parties to
consi der the i m pl i cations for those i nvol ved and ensure a continued focus
on sustainabl e rel ati onshi ps (see Tabl e 1 6.1 ).

Table 1 6.1 – Exit strategy initial parameters

Exit strategy Yes/
No

1 Is there a recogni zed process for creati ng and
m ai ntain ing an exi t strategy?

2 Is there a requi rem ent for j oi nt m anagem ent team s
to m ai ntain a focus on the l ife cycl e of rel ationships
and its val ue to the organizati on?

3 Does the organi zati on cl earl y define those tri ggers
that m ight necessi tate the acti vation of an exit
strategy?

4 Is there a cl earl y defi ned process for the
organi zati on to secure i ntel l ectual property?

5 Do current processes recogni ze the need to defi ne
ownership of IPR that is created through a
col l aborative working arrangem ent?

6 In devel opi ng a col l aborati ve approach do the
current processes recognize the potential ri sks for
knowl edge transfer or l oss of ski l l s?

7 As part of the devel opm ent of col l aborati ve
in i tiatives, do the current business processes
recogni ze the i m pl i cati ons for both custom ers and
suppl iers i n the event of havi ng to exit the
rel ationship?

8 Do current devel opm ent processes take ful l account
of al l stakehol ders when consi dering the
establ ishm ent of a col l aborative m odel ?

9 Do current contract m odel s i ncorporate cl earl y
defined l iabi l i ties for al l parties?
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1 0 I s i t part of the current business processes to
i ncorporate a focus on future joi nt rel ationships
with col l aborati ve partners?

If the answer to all of the questions is ‘Yes’, the organization has
created a collaborative operating model that initial ly considers the
impl ications of exiting the relationship, which provides a basis to
assess risks and benefits. The organization is sound ly placed to create
more robust and successfu l programmes.
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Chapter 1 7 – Implementing collaborative
certification programmes

The ai m of adopti ng a standard for col l aborati on is to provide
a pl atform for sustai nabl e rel ationships by integrati ng best
practice into the operati ng processes of organi zations. This wi l l
establ i sh consistency of approach and create the foundati on for
driving appropriate behavi ours and ski l l s devel opm ent.
Certifi cati on to a standard shoul d be seen as val idati on of those
approaches; th is chapter descri bes the process of i m pl em enti ng
col l aborati ve certi fi cation program m es.

For m any organi zations col l aborati on is an integral part of their
m ake-up, but for others i t m ay requi re a cul tural sh ift and changes to
thei r current operational approaches. Thi s cl earl y m ay not be appl icabl e
to every business activi ty or rel ationship, so i n devel opi ng an
i m pl ementation pl an for col l aborati on it pays to focus from the top as to
where col l aborati ve worki ng wi l l add val ue. It then requi res an
assessment or gap anal ysi s to understand what it m ay be necessary to
change or be com pl em ented to m ake use of the BS 1 1 000 fram ework. I f
your organizati on has given posi tive responses to the checkl ists i n the
previ ous chapters coveri ng the BS 1 1 000 fram ework, then it is l i kel y that
exi sti ng col l aborati ve program m es al ready m eet m ost (i f not al l ) of the
standard’s requirem ents.

The focus for adopting any standard i s to integrate best practi ce to
enhance the operations of the business, so as to expl oit the benefits. I n
m ost cases this wi l l l ead to som e degree of organizational change.
Certi fi cation shoul d be seen not as the goal but as a consi stent
benchm ark for sustai nabl e perform ance and recogniti on that a capabi l i ty
has been establ ished. There can be m any reasons for seeking certifi cation
– customer dri vers, d ifferenti ation, process i m provem ent and so on, but
pri m ari l y i t shoul d be seen as a m eans to ensure a sustai nabl e approach,
creating an environm ent where best practice becom es com m on practi ce
for the organizati on. This is parti cul arl y appl icabl e to col l aborative
business rel ationships, where im pl em entation m ay be constrai ned by
tradi ti onal thinki ng.

This chapter on i m pl em entati on has been devel oped from BS 1 1 000 to
support organizati ons from concept through to im pl em entation.
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BS 1 1 000 has been developed to recognize the individual ity of
organizations; it does not try to impose a structure on existing processes
but rather to complement the best practice that may already be in place.
The key requirements for certification are l ike many other business
management systems standards, which are:

• there must be establ ished and recognizable business processes in
place;

• there must be evidence that these processes are being robustly
appl ied;

• there must be a level of understanding for the requirements by those
involved.

Figure 1 7.1 provides a model that outl ines the five stages for
development using the experience, knowledge and tools developed as
part of the creation of BS 1 1 000 and the experience gained during the
pi loting of the certification programme.

The value of any standard or process should always be focused on
establ i sh ing the identifiable value for the organization and the degree of
integration, process and effort that is consistent with the value it can
del iver. To benefit from BS 1 1 000, organizations do not need to be
certified; however, the rigour that the certification requires and the
annual reassessments ensure that organizations maintain their approach.

Establish the background

Before starting any business in itiative it i s important to draw on a range
of information against which to make a value judgement. You wil l need
to obtain a copy of the standard and gather other publ icly avai lable
material . The most important step in the case of BS 1 1 000 is to establ ish
the importance of relationships within the organizations – whether these
are customers, suppl iers or del ivery partners. Then you wi l l need to assess
the level of impact these relationships have on business operations. This

Figure 1 7.1 – Implementation steps
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wi l l enabl e the organization to assess whether the standard’s
im pl em entati on i s l ikel y to bring benefit to current or future operati ons.

Undertake initial gap analysis

U sing the standard’s checkl i st, i t i s recom m ended that organi zations
undertake an ini tia l gap anal ysi s against current operati ng practi ce. At
this stage i t i s l ikel y to be hi gh l evel , but i t i s al so i m portant to be honest
about whether exi sti ng processes real l y are i n pl ace or are j ust percei ved
to be. M any of the standard’s requi rem ents m ay cover thi ngs that are
done currentl y, but i n an ad hoc m anner and unscripted. Worse sti l l ,
pol ici es, processes and procedures m ay be i n pl ace but they are
ineffective or not general l y fol l owed wi th any degree of rigour.

Obtain executive approval

As wi th any standard that crosses functional boundaries withi n
organi zations, it i s i m portant to ensure there i s effecti ve support from
the top; if changes are necessary, support wi l l be requi red. At the sam e
ti m e thi s provides the opportunity to val idate the high-l evel benefits
anal ysi s.

Brief the executive team

I t i s im portant that the executive team has a fundam ental understanding
of the standard’s scope and possibl e im pact. I t m ay be appropri ate at this
stage to bring in special i st independent advice to assist in ‘wal king
through’ the key requi rem ents.

Identify potential internal pi lot(s)

Introducing any standard can consum e resources and disrupt day-to-day
operations, wi th the potential to create a degree of negati vity wi thin the
organi zation. With a discrete pi l ot appl i cation these im pacts can be
contained, whi l e at the sam e ti m e the pi l ot can be used to test exi sti ng
operational processes and produce a bl ueprint for further depl oym ent.
The col l aborati ve m odel m ay not be sui tabl e for every aspect of the
business, so pi l oti ng enabl es deeper assessm ent of val ue and im pact.

Nominate a pi lot leader

Al l change program m es need l eadershi p and focus, so it is im portant to
ensure there is a cl earl y defi ned rol e i n pl ace to drive forward the
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i n itiative. There i s l ikel y to be a high l evel of i nternal di scussi on and
perhaps som e sel l ing to be done, so i t i s val uabl e to have a key poi nt of
reference wi thin the organi zation who can act as i nternal cham pi on.

Identify the key personnel involved in the pi lot

Col l aborative i nteracti on wil l traverse the organizati on, so it is im portant
to identify those groups who wi l l i n i ti a l l y be invol ved, whether functional
or operational . Col l aborati on can be com pl ex, so these key pl ayers shoul d
represent the rol es that wi l l be affected and they shoul d be cl earl y
establ ished to provide cross-functional support and knowl edge.

Undertake awareness and gap analysis

The key pl ayers shoul d undertake a gap anal ysi s to establ i sh a sound
basel ine for devel opm ent; i f they are working wi th a speci al i st advi ser
thi s can al so provide a m ore detai l ed l evel of awareness for the team . It
i s i m portant to ensure that any external advi ce com es from a val i dated
source. BS 1 1 000 m ay appear on the surface to be straightforward, but
experi ence has shown that understandi ng the depths behi nd the
requirem ents i s crucial to successful im pl em entation. Thi s gap anal ysis
shoul d provi de a foundati on for the eval uation of im pacts and l evel of
com pl iance, and the scope of change requi red. It m ay al so chal l enge the
i niti a l pi l ot sel ecti on cri teria.

Evaluate impacts

From the gap anal ysi s, the i nternal cham pi on and pi l ot team (s) shoul d be
abl e to provide a detai l ed assessm ent of the operational i m pacts, degree
of change required and potenti al cost and duration for im pl em entati on.
For organi zations with wel l -establ ished business processes and an ethos
of col l aborati on, experi ence has indicated that perhaps as hi gh as 80 per
cent com pl iance m ay al ready be in pl ace. This can vary greatl y, of course.

Develop benefits analysis

Based on eval uation of the i m pacts, the im pl em entation team shoul d
now be abl e to devel op a benefi ts anal ysis to assess the val ue of m oving
forward and the potential wi der benefits of depl oym ent beyond the
pi l ot.
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Define the scope of assessment

I f the business case stacks up, then the next step is to engage BSI and
seek to agree both the scope and cost for assessm ent of the pi l ot. As
highl i ghted earl ier, the depl oym ent of BS 1 1 000 can be sel ective across
the organizati on by function, l ocation or type of activi ties, but the
assessors wi l l need to understand what they are requi red to assess.

In the earl y stages of introducing any new standard there wi l l be
el em ents that som e organizati ons m ay not be abl e to support i n any one
given pi l ot rel ati onshi p. The chal l enge then is how to provide rel i abl e
assessm ent, if that i s a driver. The approach that has been adopted i n
som e cases i s the evi dence m ap, shown in Fi gure 1 7.2. This provi des a
m atri x of evidence across a num ber of rel ati onshi ps, which m ay be at
varying stages of devel opm ent, but dem onstrates the organization’s
understandi ng and i m pl em entation capabi l i ty.
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Figure 1 7.2 – Evidence map

Obtain executive approval and implementation budget

Organizations wil l need to assign adequate and appropri ate resources to
successful l y depl oy any change program m e. They wil l be engaging
internal resources, perhaps with partner/custom er support, and i n som e
cases al so requi ring high l evel s of external support.
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Prepare outl ine process review and evidence

This i s the m ost i ntensive aspect of i m pl em entation. There needs to be an
outl ine revi ew of existing processes and necessary changes, col l ati on of
past evidence and creati on of addi ti onal processes, i f necessary. BS 1 1 000
requires the creation of an RM P for thi s purpose. Thi s can take m any
form s but outl ines are incl uded i n the standard. Existing processes shoul d
be signposted, not dupl icated, but the RM P can al so act as a repository
for any new requirem ents speci fi c to col l aborative program m es.

Formalize scope with assessor

At thi s stage the team shoul d be i n a positi on to m eet wi th the assigned
assessor and agree a program m e for the assessm ent. I n som e cases
organizati ons m ay consi der a pre-assessm ent i n order to val idate the
approach being taken and identi fy any si gni fi cant gaps that m ay need to
be addressed.

Implement detailed process review

Experi ence shows that in al m ost al l cases – even i n the m ost col l aborati ve
of organi zations – som e devel opm ent wil l be necessary to m eet the
requirem ents of the standard. At this stage an action pl an shoul d be
establ ished whi ch wi l l further hel p to refine the assessm ent pl anning.

Implement action plan

This phase can onl y be establ i shed on an organi zation-by-organizati on
basi s, based on how m uch work needs to be done. Som e organizati ons
m ay decide to draw in external special i st support; others wi l l have their
own dedicated team .

Internal aud it review

I t i s recom m ended that organi zati ons establ i sh an i nternal audit revi ew
to ensure that al l requi rem ents have been addressed and that suffici ent
evi dence is in pl ace to m eet the requirem ents of the standard. Such
audits wi l l be a requi red aspect of the ongoi ng operati ons to the
standard in any event, so i t i s a sound pl atform for the future.

Stage 1 assessment

The stage 1 assessm ent by BSI i s a detai l ed process revi ew where the
assessor wil l seek to i dentify any process gaps and be satisfied that robust
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processes, procedures and system s are in pl ace. Thi s stage frequentl y
reveal s m i nor issues that m ay require attenti on

Implement necessary updates

Where gaps m ay have been i dentifi ed, these need to be addressed and
incorporated i nto the RM P.

Prepare evidence

U nder norm al ci rcum stances there wi l l be a three m onth wi ndow
between stage 1 and stage 2. This al l ows organizati ons to ensure that al l
i ssues have been addressed and that there is suffici ent evidence i n pl ace
that the processes are being fol l owed.

Stage 2 assessment

The second stage of the assessm ent i s focused on assessi ng the actual
operational practices and their adherence to the organi zati on’s
operational processes, the RM P and evidence of perform ance to the
standard. The scope m ay differ depending on the range of activi ties,
l ocati ons and peopl e invol ved. It wi l l , however, be rel ati vel y detai l ed and
in m any cases i t wi l l sel ect random aspects of the process across the
organi zation. It is im portant, therefore, that at the operational l evel al l
personnel understand the background to the standard and where thei r
rol e fits i n the process.

Babcock International – case study

In the face of the gl obal credi t crunch and the various knock-on
effects fol l owi ng it, those who are prevai l ing are facing diffi cul t
decisi ons head-on. At ti m es l ike these i t has perhaps never been
m ore i m portant to take an open and honest approach, and break
down the tradi tional custom er–suppl i er barri ers. Devel oping the
abi l i ty to work i n partnershi p is not onl y an enabl er to an
organi zation, but al so hel ps i t to bui l d for the future.

Babcock i s col l aborati ve by i ts nature, so the BS 1 1 000 accreditation
process was m ore about finding and m anaging inform ation than
about changing processes. The m ost com m on expression heard when
gathering evi dence for the accredi tati on was, ‘Oh, you m ean thi s! ’
Babcock wil l use this experience to bui l d future rel ationships.
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Babcock’s rel ationship with i ts key custom er has devel oped over the
l ife of the contracts, from the ini tia l bidding, m obi l i zati on, steady
state running and exit pl anning. There have been num erous
exam pl es throughout m any contracts where both parti es have
needed to be open and honest with each other.

I t was i nteresti ng that, when Babcock’s qual i ty assurance team
anal ysed the standard and assessed how we coul d adapt our
processes, it seem ed that Babcock was m eeti ng m ost of the
requirem ents. Al l that rem ained was to m ake a num ber of m i nor
additi ons to our set of corporate l evel procedures, addi tions to
m eeting agendas and the creati on of a rel ati onshi p m anagem ent
pl an. Audi ts and m anagem ent reviews for the col l aborati on were
i ncl uded in our norm al m anagem ent system schedul es.

For several years we have been encouragi ng our custom ers to
support j oint busi ness pl ans for thei r contracts and, where possibl e,
co-l ocation of staff. A good exam pl e of this rel ationship worki ng was
when, in response to our custom er’s concern regarding funding
l evel s, Babcock devel oped an innovative and fl exibl e approach to
faci l i ti es m anagem ent that priori ti zed budgets and focused on the
m ost cri ti cal assets. This approach provi ded a com m erci al m odel ,
em braced by our custom er, and devel oped into a program m e that
coul d be rol l ed out national l y throughout the U K. On som e contracts
thi s sort of i nnovati on saved just under 2 per cent. I t was due to the
strong rel ati onshi p between our custom er and Babcock that thi s
schem e was such a success.

Worki ng towards accreditati on was very m uch a l earning experi ence
for the team . I t was enl i ghteni ng to see how m uch of what we did
was considered col l aborati ve. Another aspect that was particul arl y
i m portant was getti ng the scope of the accreditation ri ght. When the
scope was adjusted to suit the structure of Babcock and the way i t
works, it was easier to see that m ul tipl e parts of the business were
working col l aborativel y. Thi s m eant the accreditation coul d cover the
work being done by team s working on bidding contracts ri ght
through to those working towards exiting contracts. This way of
writing the scope al l owed an al l -i ncl usi ve approach, whi ch has m eant
that every contract that Babcock del i vers can be accredited as l ong as
those operati ng the contract fol l ow corporate procedures.

There are two things that stood out the m ost during the process of
getti ng accreditation. First, there was the fact that a l ot of what
Babcock does is al ready col l aborati ve; and secondl y, the fl exi bi l i ty of
the standard al l ows for the scope of the accreditation to be adj usted
to fit wi th your com pany. To achieve the m ost from the accreditati on
i t i s i m portant to understand not just how your organi zati on fits
with the standard, but how you can fit the standard to the way your
organizati on operates.
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J ohn Rowe, Process and System s M anager – I nfrastructure
Babcock I nternati onal G roup

Receive certification

Al l bei ng wel l , the assessm ent wil l be successful and the certi fi cate wi l l be
issued. This is the start of the j ourney; the processes m ust be rigorousl y
m aintai ned, as there wil l be annual reviews. And, where desirabl e,
further depl oym ent of the process from the i ni ti a l bl uepri nt RM P can be
incorporated by agreem ent with BSI . I t is the ri gour of the standard and
assessm ent process that ensures organi zations effecti vel y m aintai n their
operational processes, based on the val ue that was in itia l l y i dentifi ed,
and benefi t from a consi stent and val idated approach to col l aboration.

Conclusion

I t needs be rei terated that certi fi cation to the standard shoul d be seen as
an output of good col l aborati on and not the obj ective. Whi l e i t i s
recogni zed that som e custom ers m ay m andate standards and com pl i ance,
in the case of BS 1 1 000 this woul d be a contradi cti on i n term s of
col l aborati on. Certi fi cation shoul d be vi ewed as an independent
val i dation of perform ance capabi l i ty; th is has the i nternal benefi t that
once organi zations are certi fi ed they are prom pted to m aintai n their
standards of perform ance through annual reassessm ents, keeping
operators on thei r toes.
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Checklist

For those organi zati ons that feel i ndependent certi fication coul d be of
benefit in establ i sh ing m arket recogni ti on and to create a basis for
m ai ntain i ng i nternal com pl iance, then the checkl ist g iven i n Tabl e 1 7.1
m ay hel p to establ i sh in i tia l focus for devel opm ent.

Table 1 7.1 – Implementation checklist

Activity Actions/comments Done

1 Identify potential for the
organi zation

Obtain standard and
support publ i cati ons

2 U ndertake an i niti a l gap
review

Check l evel of com pl i ance

3 Establ i sh executi ve support M ake sure the executive
sponsor is behi nd the
devel opm ent

4 Brief the executive
m anagem ent team

G et the key pl ayers bought
i n

5 Identify in i tia l pi l ot Keep the focus as tight as
possi bl e in iti a l l y

6 Appoi nt pi l ot proj ect
m anager

M ake sure the proj ect
m anager understands the
requi rem ents

7 Identify key pl ayers i n
pi l ot

Engage internal cham pions

8 U ndertake detai l ed gap
anal ysi s

Consider using speci al i st
external support

9 Eval uate cost and im pacts
of pi l ot

Revi ew the com m erci al
benefi ts and i nternal
i m pacts

1 0 Devel op benefi ts anal ysis G et the business case i n
pl ace

1 1 Defi ne scope and cost of
assessm ent

Contact BSI
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1 2 Obtain executi ve support
and budget

Establ ish that the necessary
resources can be m ade
avai l abl e

1 3 Prepare outl ine process
revi ew

U ndertake a i ni tia l process
revi ew to identify
m agnitude of changes

1 4 Form al ize assessm ent
program m e

Contact BSI

1 5 I m pl em ent detai l ed
process review

Assess al l business processes
to i dentify necessary
changes

1 6 Establ ish action pl an I m pl em ent an action pl an
to ensure al l requirem ents
are addressed

1 7 I m pl em ent internal audi t Carry out an audi t to
ensure the processes are in
pl ace

1 8 Proceed with stage 1
assessm ent

Contact BSI

1 9 I m pl em ent process
changes/updates

I m pl em ent any necessary
updates to busi ness
processes

20 Prepare detai l ed evidence Col l ect evi dence to ensure
support for stage 2
assessm ent

21 Proceed with stage 2
assessm ent

Contact BSI

22 Receive certi ficate This is the start of the
col l aborative journey;
consider expanding scope
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PART 3: Where?

Chapter 1 8 – Customer engagement

Part 3 l ooks at a num ber of speci fic appl ications, starting wi th
the custom er – si nce wi thout them there is no busi ness. This
chapter begi ns the ‘where’ journey wi th custom ers and
custom er engagem ent. We shoul d recognize that we are al l
both custom er and suppl ier. As custom ers seek to im prove thei r
own obj ectives and devel op m ore effecti ve sol uti ons and
effi ciencies, thi s cascades through the suppl y or val ue chain.
Col l aborative approaches can be used in ei ther direction to
im prove the rel ati onshi ps to m eet these chal l enges; th i s,
however, requi res operati onal and cul tural change on either
side of the rel ationship.

The potential to expl oi t col l aborati ve m odel s has m any benefits, but a
key factor i s that these approaches have to recognize the two-way
process that m ust be created. H istorical l y the concept of partneri ng was
si gni fi cantl y deval ued by custom ers. The perception was that custom ers
were using the partnering m essages as a ruse to draw i n their suppl iers
and then expl oit them , whi l e often the suppl ier approach was seen as
si m pl y tryi ng to secure som e form of excl usivi ty and freeze out
com peti tion. N ei ther approach worked wel l ; m any peopl e devel oped a
vi ew that these rel ati onshi ps were untenabl e – even uncom petiti ve – and
perhaps so cosy that com m ercial benefit was eroded. If there is no
recogniti on of m utual benefit, ri sk and reward there can be l i ttl e (i f any)
real advantage to be gained from the superfici a l adoption of a
col l aborative m essage. Term s such as partnering, col l aborati on or
al l i ances can often l ead to greater confusion and not m eet expectations,
resul ti ng i n fai l ure, where a m ore tradi ti onal approach woul d have been
adequate to dri ve the desi red outcom es. The two gol den rul es ought to
be:

• one: don’t go into col l aborati on purel y to expl oi t the other party;
• two: don’t transfer a probl em through col l aborati on sim pl y to ‘pass

the buck’.
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‘Push’ or ‘pu l l ’ for collaboration

There are m any reasons why a custom er m i ght prom ote and seek
col l aborative rel ationships. The m ost obvi ous is to expl oi t ski l l s and
capabi l iti es that they don’t have. M ore recentl y there has been the need
for innovation to reduce operati ng costs, or to bring together m ore
progressi ve approaches from industry. I t i s a l so the case that as dem and
i ncreases, custom ers l ook towards m ore com pl ex operati ng m odel s and
ranges of capabi l i ty that can onl y be harnessed through com binati ons of
provi ders. Where historical l y they m ay have traded i ndi vidual l y, now they
recognize the need to take a broader perspective of the val ue chain.
Whatever the dri ver, the custom er m akes a ‘pul l ’ cal l on the m arket,
whi ch is then chal l enged with responses. Too often the custom er’s
i nvitati on sparks a reacti ve approach from the m arket, whi ch is based on
l argel y presenting the best possibl e positi oni ng; thi s frequentl y does not
chal l enge the val id ity of the request (the custom er i s al ways right even i f
we feel they m ay not be). The ‘push’ com es from those providers who
ei ther want to com bat com peti ti on or seek advantage by offering an
enhanced approach that m ay be benefici a l to the custom er. In ei ther case
of ‘push’ or ‘pul l ’, the robustness of the approach or the recogni tion of
the com pl exity it invol ves is often i gnored for short-term gai n. I t i s i n this
arena that BS 1 1 000 can provi de a fram ework that wil l hel p to structure
the approaches, h ighl i ght the chal l enges and i deal l y introduce m ore
sustainabl e propositions.

The ‘intell igent customer’

The concept of the ‘i ntel l igent custom er’ is not new, but when entering
the worl d of col l aborati ve program m es the tradi ti onal strengths of
purchasi ng power m ay not be enough to del iver the requi red resul ts. The
i dea that a suppl ier m ay not want your col l aborative busi ness because
they feel exposed to traditional pressures sel dom seem s to resonate. But
i f there is a real desi re to pursue thi s type of m odel , then a neutral
standard that works for al l can be a val uabl e catal yst. From di scussi ons
with organizations around the im pl em entati on adopti on of the standard,
i t often becom es cl ear that hi stori cal l y ‘push’ or ‘pul l ’ has been fraught
with risk on both sides. Custom ers fai l to recognize that thei r pressure on
the m arket to use col l aboration i s openi ng a l ine of engagem ent that
they are not ready for, or that suppl iers have ignored the ri sks sim pl y to
be com pl iant.

The first thi ng to consider as a custom er, when invi ting offers based on
col l aboration, is that the sm art suppl ier wi l l be in i tia l l y prejudgi ng the
custom er’s i ntent and capabi l i ty to support such a change in what m ay
have been a traditi onal adversari a l busi ness m odel . Whi l e suppl i ers m ay
be outwardl y responding to the col l aborati ve cal l , the underl yi ng
response wil l be based on traditi onal thi nki ng and raise the question, ‘Do
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they real l y m ean what they are aski ng for?’ On the other si de of the
equati on, when seeking to eval uate the tradi ti onal suppl y base agai nst
an al ternative busi ness m odel , i t i s cruci al to ensure that the capabi l iti es
and processes are in pl ace to be effecti ve. Thi s i s parti cul arl y i m portant i n
(say) publ ic bodies, where the constrai nts and dem ands of procurem ent
rul es m ay l eave organizati ons exposed when assessing and sel ecting
partners agai nst col l aborative principl es, rather than sol el y technical or
com m erci al el em ents.

Strategic development

For som e organi zations the adopti on of col l aborative m odel s i s seen as a
‘paradigm shift’, whi ch needs to be effectivel y com m unicated and
supported in order to open m ore effective di al ogue. The val ues, benefi ts
and chal l enges need to be acknowl edged. Adopting a structured
approach i m m edi atel y signal s a change, but thi s has to be seen i n action
to establ ish the credibi l i ty of the custom er. I t i s a brave sal esperson who
turns down possi bl e busi ness; but, i n this envi ronm ent of col l aborati on
and its potential to l ead to i nterdependence and vul nerabi l i ty, decl i n ing
to pl ay can be the m ost sensi bl e step. Som e busi ness m ay onl y be worth
having under a change of engagem ent rul es. There are other pressures
for the suppl y chain, where (for exam pl e) dem ands by custom ers to
reduce costs sim pl y resul t i n ever-increasi ng pressure on the suppl y chain,
which m ay negate the val ue of the busi ness. In thi s case the prom oti ng
of an al ternati ve business m odel coul d be m utual l y benefi cia l to both
custom er and suppl i er.

The value proposition

The key to any change in busi ness m ust be creation of val ue; i n the
col l aborati ve environm ent there needs to be an acceptance that thi s
val ue i s m utual l y benefi cia l , though not necessari l y in equal parts. I f
organi zations, whether buyi ng or sel l ing, are going to ask others to step
outside traditi onal wel l -establ i shed operating m odel s, then WI IFM (what’s
in i t for m e?) m ust be appreci ated.

Custom ers need to dem onstrate what they expect to achieve and what
their partners (no l onger suppl iers) can expect to gain. Where custom ers
are being asked to consider a m ore i ntegrated approach they need to see
where the val ue wi l l com e from and – perhaps equal l y i m portant to both
si des – where the ri sk wi l l reside when ei ther side i s asked to drop thei r
conventi onal protecti oni st approaches (see Fi gure 1 8.1 ). We l i ve in a
worl d that has becom e very l iti gation-focused, so changi ng the rul es of
engagem ent has to be based on a bal anced approach.
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Marketing collaboration

I t i s easy to prom ote the concept that col l aborative working i s a good
thi ng, and it is general l y intui tivel y acknowl edged whi l e there is no
com m itm ent to be si gned. H owever, when we m ove from concept to
i m pl em entation, then a wi de range of issues em erge. I n adopti ng a
structured m ethod, organi zations can devel op sustainabl e approaches
and open up a constructi ve dial ogue. Thi s shoul d dri ve the parties
towards a satisfactory concl usi on – or i t m ay, on occasion, cause one or al l
parti es to decide that it is not viabl e after al l .

Balfour Beatty – case study

Bal four Beatty as a G roup is now a gl obal , m ul tid im ensional busi ness
with both the desire and capabi l ity to expand our vision. I ncreasingl y,
our vi ews and experi ence are sought after al l around the gl obe. We
see it as our responsi bi l i ty to share our deep resources of knowl edge
to hel p shape the future proactivel y.

Figure 1 8.1 – Advantages and d isadvantages of collaboration
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Bal four Beatty is a m arket l eader in articul ating, devel opi ng,
operating, owni ng and m aintai ni ng strategi c assets that are the
l i febl ood to a soci ety. The G roup has gained a reputati on for
devel opi ng best practice that is at the heart of its success story.
Central to this narrati ve has been a new styl e of working based on
openness, trust and honesty. We have shared thi s approach am ongst
oursel ves and with our cl i ents and thei r custom ers, stakehol ders and
our suppl iers.

Bal four Beatty’s safety program m e, ‘Zero H arm ’ al so has col l aborative
worki ng as an essenti al enabl er and rel ies on the approach – we can
onl y achieve our am biti ous targets through working together with
others. We recognized that where focus and effort has been put into
these rel ati onshi ps, a l l parties have enjoyed the process and have
seen the vi rtue and business benefits in j oin ing together in the Zero
H arm j ourney. Our senior m anagem ent has al ways been deepl y
com m i tted to finding new approaches to create val ue over the whol e
l i fe cycl e of an asset, to el im i nate waste, and to im prove the safety
of constructi on.

Our work i n the Bal four Beatty Al l iance Exchange has been central to
recogni zing thi s store of knowl edge and bri ngs it to the surface for
us to expl ore its ful l potenti al . Col l aborati ve worki ng is at the heart
of our strategic visi on. We recogni zed that the introduction of
BS 1 1 000 provides an opportunity for us and our custom ers to obtain
recogni ti on for our j oi nt devel opm ent of expl oiti ng the benefits of
col l aborati ve working. M ost im portantl y, th i s new standard provi des
a structured approach to enabl e the transfer of best practice across
sectors, program m es and projects. BS 1 1 000 al so gi ves us a
‘universal l y’ recognized structure and the catal yst to devel op the next
stage of our work i n the Al l iance Exchange.

M ark Sewel l ,
H ead of col l aborati ve business rel ationships
Bal four Beatty G roup

Sound col l aboration starts by increasi ng openness and transparency,
which i s not som ething that traditional busi ness m anagem ent i s based
on. We general l y start from a positi on of m i strust and share onl y the
m i ni m um we need to in order to expl oi t the posi tion l ater, or sim pl y to
protect our posi tion. If organi zations aim to harness col l aborati on then
this is the fi rst m aj or considerati on; whether buyi ng or sel l i ng, once you
have stepped across the Rubi con there m ay not be a way back to
business as usual .

The transi tion from ‘steady state’ to a l ess wel l -defined position is not
one anybody takes easi l y; where thi s m ay invol ve som e degree of
exposure it is not surpri sing that m any are rel uctant to consider even
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sm al l steps. This parti cul arl y has i m pl i cations where such a change can
i nvol ve the future rol es of those personnel on either side; the term
‘turkeys voti ng for Chri stm as’ can easi l y appl y. So, from a custom er
perspecti ve, those charged wi th devel oping the approach m ay be l ess
than enthusi astic; and from the suppl i er si de, sel l ing to som eone who
coul d becom e vul nerabl e i s no easy task. U nderstanding these dynam ics is
cruci al . For col l aborati on to work effecti vel y the concept of ‘who does
best does’ has to be the ul tim ate goal .

The next key el em ent invol ves creati ng a cl ear vision from which to
devel op the approach. In m ost cases the cost aspects can be easi l y
defi ned, but i t i s l ess sim pl e to establ ish the ri sk profi l e that i ntegration
carries. Cl earl y, part of the risk encom passes the capabi l ity of the
organizati ons to adapt and have the experi ence and ski l l s to see it
through. After at l east a century of busi ness devel opm ent based on
com m and and control , these ski l l s are not com m onpl ace. Thi s i s why one
of the uni que features of BS 1 1 000 i s i ts focus on cul tures and behavi ours
i n support of process change, which underpins every requirem ent of the
standard. Whi l e m any organizati ons ci te case studies praisi ng the
successes of working i n al l iances and col l aborative ventures, few can
dem onstrate how these were achi eved; and even fewer are prepared to
share their experiences of when it went wrong. I f organizati ons are
going to prom ote col l aborati on or seek col l aborati ve propositi ons, then
they need dem onstrabl e evidence of capabi l i ty and structure that wil l
provi de confi dence for others to fol l ow.

Key relationship management

M ost organi zati ons have what i s a com m onl y recognized as a key account
m anagem ent functi on; often this is captured under busi ness
devel opm ent. H owever, not m any have i ncorporated suppl ier rel ati onshi p
m anagem ent program m es and sadl y m ost of these are focused on a
l im i ted profi l e of perform ance m easures and com pl i ance. I n this brave
new envi ronm ent of networks, al l iances and col l aborative program m es
even fewer have rel ati onshi p m anagem ent as a recogni zed function.
Rel ationships are cruci al to al l business, but where col l aborati ve worki ng
practices are i nvol ved then m anagi ng rel ationships becom es a cri tical
success factor. Som e forward-l ooking organizati ons have em braced thi s
i dea; those that have i ntegrated col l aborati ve best practice into the key
account or strategi c suppl ier program m es can show the benefi ts. I f
organizati ons are to bring i nnovati on, ri sk m anagem ent and val ue to
thei r partners, they need to be reaching beyond traditional transactional
rel ati onshi ps and adopt next-generation thi nki ng. I t i s i m portant to
understand the type of rel ationships and, in som e cases, recognize that
there m ay be a variety even wi th one organi zation. Thi s issue is
addressed i n m ore detai l in Chapter 21 ‘Col l aborative contracting’; what
i s i m portant i s that the parti es understand the rul es of engagem ent.
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Joint development

Where the benefi ts of col l aborati ve approaches have been assessed and
val i dated, the devel opm ent of the approach wi l l be j oi nt. Thi s m ay seem
obvi ous, but frequentl y i ni ti atives are dri ven by custom ers wi thout
recogni zing the i m pl i cati ons for potential partners. The opposite can al so
be true, when organi zati ons pursue a col l aborative approach where the
custom er has not been ful l y engaged. It is equal l y com m on for
organi zations that have m ore traditional trading m odel s in pl ace to
l aunch col l aborative approaches wi thout worki ng through the
im pl icati ons and setting the expectati ons and obj ectives. The resul t is that
what m ay have been a sound busi ness rel ati onshi p becom es confused
and even fractured. By devel oping an al ternative m odel j oi ntl y,
organi zations and thei r partners can assess the practical approaches and
benefi ts wi thout in itia l com m i tm ent and onl y proceed to im pl em entation
if appropri ate.

Exit strategies

Col l aborati ve m odel s can change the rel ationship i nteracti on and
introduce progressi vel y hi gher l evel s of interdependence. It is a val uabl e
exercise to i ndi vidual l y and joi ntl y consi der the i m pl i cations if the
rel ationship was to fai l , or perhaps becom e no l onger val i d because of
changes in m arket requirem ents. The devel opm ent of an exi t strategy
wi l l hel p fi rstl y to define the l evel s of i nterdependence and then the
rul es for control l ed disengagem ent.

Conclusion

Custom ers are essenti al to any organizati on and al ternati ve business
m odel s can, wi thout doubt, bri ng benefi ts to al l parti es. The chal l enge i s
to ensure that such approaches are m utual l y benefi cia l and are
devel oped to underpi n these benefits. Where custom ers see col l aborati ve
m odel s as potential l y advantageous, then they need to consider the
im pl icati ons for their partners and the profi l e they project, since thi s wi l l
infl uence the response and com m i tm ent they get from the m arket. The
innovative suppl ier, on the other hand, needs to consider the aptitude
and abi l i ty of the custom er to engage in an i ntegrated m anner where
the val ue proposi tion can be i dentifi ed.
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Key messages

When devel oping col l aborative busi ness m odel s the custom er perspecti ve
i s cruci al . To hel p focus, the key m essages given i n Tabl e 1 8.1 m ay provi de
the catal yst for busi ness devel opm ent.

Table 1 8.1 – Key messages for business development, marketing and
sales

BS 1 1 000 Business development/marketing/sales

Focus point Rationale

1 Alternative
business
models

Col l aborati ve approaches broaden the capabi l i ty of
organizati ons to respond to (pul l ) or propose (push)
m ore com pl ex propositi ons to m eet the dem ands of
the m arket or specifi c custom er chal l enges

2 Customer
profi l ing

M arketi ng col l aborative approaches rests both on
i nternal capabi l ity and the wi l l ingness of custom ers
to respond positivel y to these approaches

3 Customer
confidence

Where a col l aborati ve m odel is bei ng requested or
offered the standard provides an independentl y
val idated approach. This can be a m arket
differenti ation, provi ding confidence beyond a sal es
positioning

4 Solution
develop-
ment

The i ntegration of col l aborati ve thinki ng enabl es
organizati ons to add to thei r own capabi l ity and
resources to expand the scope of any proposi tion or
required sol uti on by incorporating thi rd parti es to
establ ish a seam l ess del ivery sol uti on

5 Delivery
partners

I denti fyi ng and sel ecti ng additional partners to m eet
business dem ands requires organi zati ons to seek
partners wi th com patibl e visions and val ues and to
devel op j oi nt objecti ves that support the custom er
requirem ent

6 Risk
manage-
ment

Adopti on of al ternative busi ness m odel s i ntroduces
the percepti on of ri sk for a custom er and potential
i nternal risks. The standard outl ines a structured
approach to bui l di ng and sustain i ng these m odel s
through joint ri sk m anagem ent
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7 Business
case
develop-
ment

G ai ni ng support for an i ntegrated sol ution against a
m ore tradi ti onal operating m odel can increase
internal constrai nts. In thi s si tuati on the standard’s
processes and requirem ents ensure that
organi zations take due account of the key factors i n
devel opi ng the business case

8 Speed to
market

Com pl ex rel ationships can take ti m e to devel op;
through the adoption of BS 1 1 000 organi zati ons can
have a com m on l anguage and understandi ng to
speed im pl em entation

9 Creative
negotia-
tions

M ovi ng from a tradi tional rel ati onshi p to one that is
m ore i ntegrated changes the dynam ics for
negoti ations. Adoption of the standard enabl es al l
parties to address their issues in a m ore open and
transparent way

1 0 Collabora-
tive
contracts

In the m odern worl d the foundati on of business is
captured in form al contracts, which can on occasi ons
be di visive. Incorporati ng the standard is an
al ternati ve pl atform to ensure equitabl e benefi ts
and underpin the requi red behavi ours to achi eve
success
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Chapter 1 9 – Supply chain

In thi s chapter we l ook at assessing the potenti al benefits from
incorporating col l aborative approaches, where appropriate, to
extend the reach of suppl y chain m anagem ent to focus on
sustainabl e val ue. The suppl y chain i s a m ajor aspect of m ost
busi ness operati ons and in today’s m arket i t i s not uncom m on
to fi nd that the external spend represents between 60 per cent
to 80 per cent of operating cost. Thi s i s both a signifi cant
opportunity and a m ajor potenti al risk.

We have becom e accustom ed to term s such as ‘suppl ier rel ationship
m anagem ent’ (SRM ), ‘strategi c sourci ng’ or ‘category m anagem ent’, a l l of
whi ch wi l l contribute to m anagi ng high spends. Perhaps l ess obvi ous is
the recognition that m any of these rel ationships are m i ssi on criti cal and
create interdependency that needs speci al care. I dentifyi ng provi ders that
fi t thi s agenda and devel oping a m ore integrated approach through the
m edi um of BS 1 1 000 wil l underpin the obj ectives, opportuni ti es and ri sk
m anagem ent.

Cost is al ways a si gni fi cant issue; i t i s usual l y an im portant aspect of the
eval uation process al ongsi de tradi tional aspects of qual ity and del ivery.
H owever, these al one shoul d not be the onl y criteria when consi dering
any contracting arrangem ent that has to be bal anced agai nst aspects of
perform ance and overal l risk. Ri sk i s a crucial factor for any busi ness; in
devel oping a strategy, the exposure to potenti al risk is a key aspect that
can be cl assi fied in m any ways from si m pl e security of suppl y to the
m i ssi on-critical nature of the requirem ent for overal l success.

Com pl exi ty i n the m odern m arketpl ace i s a broad-rangi ng strategi c
aspect of procurem ent, which m ay cover a variety of i ssues resul ti ng from
the i nteracti on between contracti ng parties and – si gni ficantl y – their
perform ance over ti m e. Interdependence i s the m ost di ffi cu l t aspect of
m odern business m odel s where the perform ance of the parties is by
necessi ty i nterwoven. Thi s m ay resul t from j oi nt devel opm ent of products
and soluti ons based on shari ng of inform ation and resources beyond
tradi ti onal contracts, to the creati on of joi nt sol uti ons and proposi ti ons
where interdependence i s crucial , where the outcom e can onl y be
del i vered through the joi nt acti vities of the parti es.
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NATS (National Air Traffic Services) – case study

N ATS sought to pursue accredi tati on to BS 1 1 000 from the very earl y
stages of its devel opm ent. It m ade a consci ous and del iberate
deci si on to invest in the concept of a col l aborative working standard
because of the val ue it bel i eves thi s wi l l add to i ts busi ness. I t was
suppl y chain m anagem ent in N ATS that i ni ti a l l y recogni zed its
potenti al . This is a strategic business function, whi ch control s over
95 per cent of external spend. I t takes the l ead rol e i n m anaging
N ATS’ strategi c suppl i er rel ati onshi ps, determ ini ng suppl y
chai n/suppl i er strategies through working cl osel y with i nternal
stakehol ders.

N ATS decided to adopt the standard to m anage i ts suppl ier partner
rel ationships, bui l d i ng on exi sti ng col l aborati ve processes. I t brought
addi tional real benefi ts because it:

• establ i shed an overarching governing structure to m anage
col l aborati ve rel ati onshi ps;

• ensured processes were put i n pl ace to m anage future
col l aborati ve rel ati onshi ps as wel l as the devel opm ent of
suppl iers wi thin i ts suppl ier base into partner suppl iers;

• enabl ed benchm arki ng of the work that i t i s doi ng with i ts
col l aborati ve suppl i ers to ensure continuous im provem ent;

• establ i shed a com m on fram ework for worki ng with partners.

Based on N ATS’ successful appl ication of BS 1 1 000 when working
with partner suppl i ers, N ATS is introducing it into rel ati onshi ps with
m ajor custom ers. Through adopti ng a col l aborati ve fram ework with
indivi dual custom ers, a strong m essage is establ ished of a com m itted
rel ationship that can generate m utual benefi t. This is of parti cul ar
rel evance, wi th an increasing need to work di fferentl y in the Air
Traffic M anagem ent I ndustry with m any types of organizations,
driven by the aspirati ons of Si ngl e European Sky and its predicted
im pact on changing the future business environm ent. In vi ew of this
N ATS is m aki ng sure i t i s at the very l eading edge of thi nking and
best practi ce i n business rel ationship devel opm ent.

N ATS is al so keen to dem onstrate how BS 1 1 000 can support its
‘i nnovati ng for growth’ strategy through successful l y dem onstrating
the benefits of i ts col l aborati ve capabi l i ti es and practi ces when
bi ddi ng for external busi ness opportuni ties – as wel l as expl oring
opportuniti es to work with other organi zations, parti cul arl y overseas
where i t can expl oi t new m arkets. N ot onl y does it di fferentiate N ATS
from other air navigation service provi ders, but because of the

PART 3: Where?

1 82



continuousl y evol ving, l ong-term and com pl ex nature of ventures
synonym ous wi th the ATM busi ness i t i s cruci al in ensuri ng better
val ue for thei r custom ers.

Adrian M i l l er,
Suppl y Chain M anager, N ATS

For m ost organizati ons, operati ng cost i s l argel y spent through its suppl y
chain. With high l evel s of external spend, it is l i ttl e wonder that there
has been a m arked increase of focus both i n the pri vate and publ ic
sectors to opti m i ze these costs. Thi s l eads to m any initiati ves to im prove
procurem ent through enhanci ng ski l l s, i m proving processes and
harnessi ng technol ogy. I n m any cases these i n iti atives have del i vered
si gni fi cant resul ts, possibl y because they focused on operati ons that had a
degree of i neffi ciency. Devel opi ng a strategy for sustai nabl e effi ciency
requires organizati ons to l ook beyond the tradi ti onal ‘cut and thrust’ of
purchasing power. The concept of the gl ass fl oor (see Figure 1 9.1 )
suggests that i n m any organizati ons the i ni ti a l focus on purchasi ng was
directed towards im provi ng processes and ski l l s.

Creati ng an awareness of the i ssues and focusi ng attenti on on harnessi ng
the val ue of the suppl y chain to address effici ency is often a chal l enge in
organizati ons where expenditure is sol el y benchm arked on price.
U nderstandi ng the spend profi l e and rati onal izi ng spend hel ps
organizati ons start to di rect attention where it wi l l del i ver m ost val ue.
Consol idati on of requirem ents, whether through standardizati on or

Figure 1 9.1 – The glass floor
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aggregati on, creates potential l everage in the m arket. Then, i ncreasing
the ri gour of the process and im pl em enting a di scipl ined approach starts
to bring greater effici ency to their spendi ng; thi s creates the effi ciency
zone shown in Fi gure 1 9.1 , which shoul d bring a m ore real i sti c m arket
price. The next stage is to l ook at harm onizi ng the approach and rai si ng
the capabi l i ty to expl oit the m arket. Often the earl y wi ns com e from
reduci ng the suppl y base, enabl i ng greater focus on the key issues and
consol idating spend – thus increasing l everage. As organizati ons start to
generate greater focus they soon recognize the need to im prove thei r
operating processes, whi ch l eads on to tackl i ng transacti on costs. This is
aim ed at cost reduction and al so frees up resources to di rect efforts
towards del iveri ng savings. The im pl em entati on of technol ogy and
e-procurement can el im i nate m uch of the l ow-val ue high-vol um e acti vity.
The m ore diffi cul t el em ent of this stage i n creati ng the saving zone i s the
recogni tion that ski l l s need to be i m proved or repl aced, in particul ar
those of negotiati on ski l l s.

At this point the organization reaches a stabl e state, but al so it becom es
the ‘crunch point’. As the m ethods and capabi l ity increase, so the m arket
wil l react and reposi tion i tsel f. Those who have enjoyed a favourabl e
posi ti on as suppl iers and recognize the changes i n approach wil l adopt
al ternati ve approaches. M arket awareness becom es the enem y of
sustai nabl e savi ngs. Reduced com peti ti on through consol i dation can l ead
to chal l enges. Rising input costs that had previ ousl y been absorbed
through high m argins start to bite. On the other side of the fence, the
savings achi eved m ay i nduce com pl acency and l ead to opportuni sm by
suppl iers, l eading to the danger zone where organi zations need to
consi der thei r next m oves. It is at thi s stage in the devel opm ent cycl e that
organi zations need to consi der the i m pl i cati ons of the gl ass fl oor. If they
do nothing, then the i nvestm ent and the savings achi eved wil l sl owl y be
eroded. Looki ng beyond the conventional stages, organi zati ons need to
consi der what to do next and how worki ng together can sustain savi ngs
– and perhaps enhance them .

There are two com pl em entary infl uences that can be brought to bear. On
the buy si de, suppl y chai n m anagem ent needs to becom e m ore strategi c
in i ts thinking. Im proving the l onger-term dem ands enabl es organizations
to rati onal ize the potential for fram ework agreem ents, which can be
val uabl e to both buyer and suppl i er i n predicti ng requirem ents and
reduci ng costs. I ntegrated pl anni ng al l ows m ore transparency and l ess
opportunity for short-term expl oitation. Process i m provem ent can
devel op through understanding the j oint i m pact on cost and
perform ance. Through col l aboration, speci fi cations and requirem ents can
be harm oni zed to el im i nate speci al ty prici ng. Establ ish i ng the strategi c
zone provides an enticing opportunity for the suppl ier to be m ore
creati ve and innovative i n bringing val ue to the tabl e.
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The m ore sophi sti cated suppl ier wi l l probabl y see this as an opportuni ty
zone, where by harnessi ng forward pl anni ng they can optim i ze
production dem ands and present l onger-term prici ng m odel s that provide
stabi l i ty. This in turn hel ps to focus future i nvestm ent and, through
col l aboration, introduce innovation, process i m provem ent and reduced
overheads, al l of whi ch can increase their com petitive edge. Cl earl y,
going beyond the gl ass fl oor i s not appropri ate for al l procurem ent; but
targeted correctl y it can i ntroduce greater stabi l i ty for key m arkets and
offers m ore sustai nabl e savi ngs.

MOD (Ministry of Defence) – case study

The Defence Inform ation I nfrastructure (DI I ) G roup is the fi rst
program m e in M OD to achieve BS 1 1 000 certi fication and we bel ieve
that this is recogni ti on of our continual com m itm ent to col l aborative
worki ng. The Strategic Defence and Securi ty Review requires M OD to
seek to m eet defence outputs wi th fewer peopl e and DI I G roup
bel i eved that a m ore col l aborative way of working coul d del i ver
si gni fi cant val ue when im pl em ented and m anaged correctl y. The
questi on was how to em bed and sustai n col l aborati ve worki ng in the
DI I program m e and how we woul d know we had achieved thi s.

Col l aborative working is about devel oping two-way, m utual l y
benefici a l rel ationships that del i ver greater l evel s of innovation and
competi tive advantage than coul d be achi eved by operating
i ndependentl y. I t im proves cost m anagem ent, use of resources and
ri sk m anagem ent to increase business val ue and unl ock i nnovati on.

The DI I Com bined Operati ng M odel was establ ished to expl oi t
col l aborative working pri ncipl es and put in pl ace an operating
fram ework that woul d enabl e im proved del i very of DI I busi ness
outputs and better positi on DI I to support the future Defence Core
N etwork Services program m e. It al so provi ded a stabl e fram ework to
m i nim i ze disruption from antici pated reorgani zati ons and enabl e
seam l ess successi on pl anni ng.

BS 1 1 000 provi ded a m echani sm to m easure the effectiveness of
col l aborative working and val i date the Com bi ned Operating M odel ,
g ivi ng M OD an external m easurem ent vehicl e to sustain thei r
col l aborative busi ness rel ati onshi p.

M i ke Rogers
M OD Partnering Support G roup

Partnering and col l aborati on has becom e part of the suppl y chai n
arm oury in the search to m aintai n com petiti veness and devel op
al ternati ve business m odel s. This approach m ay take m any di fferent
form s, from outsourci ng of internal support activi ties through to external
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integrati on of business processes. There are m any exam pl es where the
col l aborative approach has shown si gni fi cant benefit to organi zati ons,
but there are al so m any potential pitfal l s that arise from greater
interdependence. These chal l enges m ay refl ect perform ance or
reputation i ssues, which need to be addressed as part of any overal l
strategy.

Col l aboration prom otes integration of the val ue chain, pl aci ng the focus
on the wi der del i very structure by rem ovi ng non-val ue added activi ties
and sharing ski l l s, resources and knowl edge to im prove busi ness
processes. Partneri ng m ay be m ore hel pful l y i l l ustrated by repl acing the
‘chain’ m etaphor wi th a ‘bri dge’, where focus i s drawn to the
interdependent strength of the interfaces i nstead of the indivi dual
strength of the com ponent l inks them sel ves. Bridging the val ue chai n
supports and accel erates the com pl ex fl ow of i deas, ingenui ty, resources
and expertise that i nterconnect designers, producers and consum ers.
Bridges ul tim atel y connect al l segm ents of the chain to one another,
m aking al l parties in som e way responsi bl e for the effici ency and
com petiti veness of the whol e. This network of interdependence form s
the foundati on of strategic program m es and overal l perform ance is
enhanced by i ntegrating suppl y partners.

At every stage of the strategy devel opm ent process i t i s i m portant to
m aintai n a perspecti ve on the risk and potenti al val ue of a particul ar
busi ness rel ati onshi p. I n m any cases, whi l e a l ess confrontati onal
rel ationship wi l l add val ue, devel oping a form al col l aborati ve
arrangem ent m ay not be justi fi ed. Col l aborative ventures take tim e and
effort and m ust be abl e to dem onstrate a val ue contributi on that fi ts
with the overal l business profi l e and targeted obj ectives. I n the sam e way
the ri sks need to be eval uated and a bal anced vi ew taken that refl ects
these sam e obj ecti ves. Effecti ve rel ati onshi ps bring m any potenti al
benefi ts, but these wil l , conversel y, generate a num ber of l im itations on
the tradi tional way of working wi th ei ther custom ers or suppl iers.

Supply chain risk

Organi zati ons shoul d consider the suppl y chain as a m aj or potential area
of risk, i n term s of every aspect of the business profi l e from profitabi l i ty
to l ong-term reputation. Fai l ure by any m aj or suppl y com ponent wi l l be
vi ewed by custom ers as a fai l ure i n the sel l i ng organi zation. The whol e
process of ri sk m anagem ent has, i n general , tradi tional l y focused on
passi ng ri sk down the control chain , through tight contracts and
penal ti es for poor perform ance. What i s often i gnored in thi s profi l e i s
the abi l i ty of the suppl ier al one to infl uence the outcom e, or the im pact
of penal ties to trul y refl ect the overal l i m pact of poor perform ance. Thus,
bal anci ng of custom er risk and suppl ier ri sk shoul d be a crucial part of
creating an optim ized ri sk strategy.
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The supply chain is the most underrated facet of the business landscape;
the potential that it can introduce to improve performance and reduce
cost is significant. However, the greater the level of exploitation the
higher the risk potential , thus, h igh on the risk management agenda
must be the development of strategic procurement approaches. Key
elements such as complexity, critical ity and hazard evaluations are normal
parts of most selection processes, but wider issues such as customer
acceptabi l i ty can be a major decid ing factor. The issue of risk is not simply
a question for the buyer; it has a major impact on the profi le of the
suppl ier. How a suppl ier is perceived in the market is a critical part of
their marketing profi le and a key element of how they present
themselves to customers.

Conclusion

The adoption of col laborative concepts into strategic supply programmes
provides an alternative perspective on the traditional trading
relationship. Beyond the commercial benefits that are usual ly the prime
focus for pursuing col laboration to find or improve competitive edge, it
offers a sound and mutual platform on which to support and develop
new ideas, manage risk and help to underpin sustainabi l i ty targets.

Poor relationships between organizations and their supply chains are
perhaps the major contributor in the fai lure to address many aspects of
global ization. The characteristics of any successful business are the
common factors in bui ld ing effective relationships. Col laboration can
move this integration even further towards success, underpinned by
developing trust, through mutual performance, and it is through this
trust that more effective optimization and development can take place.
This in turn wil l identify opportunities for cost and time efficiencies,
whi le at the same time creating the framework and background to
develop more effectively the roles and responsibi l i ties, which wil l largely
define the success of the partnership.

Col laboration addresses short and long-term integration, so it must take
consideration for the wider impl ications of social interaction at the
business level . The mutual focus on the future wi l l inevitably lead to
organizations having greater knowledge of each other, and more ful ly
appreciating the benefits that can be derived from joint development
rather than short-term exploitation. The BS 1 1 000 framework provides a
robust and neutral platform on which to explore the potential benefits
of col laboration to support the move through the glass floor toward
sustainable procurement.
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Key messages

The i ncreased focus on strategic sourcing and suppl y chai ns offers m any
opportuni ti es to expl oi t the potenti al of col l aborative m odel s. The key
i ssues gi ven in Tabl e 1 9.1 can hel p to prom ote considerati ons for
col l aborative working.

Table 1 9.1 – Key messages for strategic supply chain

BS 1 1 000 strategic supply chain

Focus point Rationale

1 Business
objectives

Effecti ve suppl y chai n optim i zati on has
becom e a cri ti cal aspect of overal l busi ness
perform ance. Col l aborati ve rel ationships reach
beyond the traditi onal perspecti ve of pri ce,
qual ity and del ivery but m ust be integral to
the goal s of the organizati on to consider
al ternative approaches and direct efforts to
those rel ationships which wil l contri bute
m axim um val ue

2 Benefits Whi l e price wil l a l ways rem ai n a key factor i n
suppl y chain m anagem ent, adoption of the
standard establ ishes a robust fram ework to
eval uate m ore incl usive approaches i n
assessing innovative sol uti ons to m eet
busi ness goal s

3 Risk Rel iance on the suppl y chain to support
busi ness dri vers increases the ri sks and
vul nerabi l i ty of operations; thus these
strategi c rel ati onshi ps becom e an integral
aspect of busi ness risk whi l e at the sam e tim e
introducing som e addi tional risks

4 Collaborative
profi le

In seeki ng to devel op al ternative busi ness
m odel s, organi zati ons frequentl y assum e the
m arketpl ace is wi l l ing to col l aborate or
considers the custom er has a col l aborative
ethos

5 Partner
evaluation

The process of choosi ng the appropri ate
col l aborati ve partner can frequentl y ignore
the cul ture that wil l be a crucial i ngredi ent
for success. Basing eval uati on and sel ecti on on
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pure percepti on raises issues of audi tabi l i ty,
whether private or publ ic sector

6 Contracting The rel iance on contracts to enforce
perform ance and behaviours is sel dom
successful . The i ntegration of the standard
ensures there i s a structured approach which
can be devel oped by the parties without
com prom i sing the integri ty of the contract
and its i nherent l i abi l i ti es

7 Management The control of com pl ex suppl y chains is m ost
frequentl y directed through a m aster/servant
rel ati onshi p, whi ch constrai ns effective
engagem ent and l i m its m utual devel opm ent
of added val ue

8 Interdependency Suppl y chai n vul nerabi l i ty increases where key
aspects of perform ance are external l y
del i vered and is further com pl i cated where
i ntegrated m odel s are adopted that harness
j oi nt capabi l ity and ownership

9 Performance I n any business venture del i vering the
required outcom es i s cruci al , which can be
dam aged by protecti oni sm and ‘bl am e
cul ture’ di verti ng resources. A robust
col l aborative approach ensures that
transparency and joint responsibi l i ty are
establ ished

1 0 Innovation Shari ng knowl edge and capabi l ity al l ows
organizati ons to harness val ue across the
rel ati onshi p and potenti al l y extend the
contri bution to overal l success
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Chapter 20 – Outsourcing

Outsourci ng has becom e a m aj or area of business focus over
the past decade. It has dem onstrated the val uabl e potenti al to
enhance com peti tive edge, but has al so highl i ghted the m any
chal l enges that organi zations face when seeki ng to capital ize
on the potenti al of transferri ng i nternal activi ti es and resources
to a thi rd party organization. I n thi s chapter we exam i ne the
key rol e of rel ationships in thi s environm ent and the ‘outsi de
in’ theory.

Outsourcing creates a whol e new spectrum of chal l enges and ri sks,
whether it is for i nternal support servi ces, the devel opm ent of external
m anufacturi ng or the creation of extended enterpri se busi ness m odel s.
These external organizati ons are m oving insi de another organi zati on’s
i m aginary boundari es or firewal l s to becom e part of the overal l del i very
process. H owever, thei r rem ote l ocati on often m eans that they are not
physical l y absorbi ng the ethos or cul ture of the host custom er. I n som e
cases they m ay be operating wi th a com pl etel y di fferent set of confl i cti ng
val ues. The process of i ntegrating external organizati ons into a cohesive
business process pl aces i ncreased dem ands on the tradi ng rel ationships
and those charged wi th m anaging them . The outside i s com ing inside but
i s frequentl y eval uated on the basi s of tradi tional com m and-and-control
thi nki ng. The rush to expl oit the potential of outsourci ng opportuniti es
m ust be bal anced wi th a robust process that ensures a hol istic approach
i s created, whi ch considers the wi der im pl ications of this strategy.

The progressi ve m ove from a com m and-and-control structure to one of
i nterdependence, however, h i ghl ights the need to devel op a m ore
col l aborative approach. The depl oym ent of col l aborative approaches can
hel p to underpi n effecti ve outsourcing strategies, enabl i ng organi zations
to capital i ze on the benefits and create future opportuniti es.
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EMCOR Group (UK) – case study

EM COR U K is the fi rst faci l i ties m anagem ent (FM ) provi der to achi eve
BS 1 1 000 certi fi cation, recogni zing EM COR’s track record i n
devel opi ng l ong-term cl i ent rel ationships. EM COR’s cl ients have
al ways benefited from i ts col l aborati ve approach, but si nce Apri l
201 0 an independentl y assessed fram ework has been i n pl ace that
effectivel y ensures the knowl edge, ski l l s, processes and resources to
m eet m utual l y defined obj ecti ves are in pl ace. BS 1 1 000 sets out a
fram ework that wil l enabl e com pani es l ike EM COR to appl y good
practice principl es to its own way of worki ng, and has wi de
appl icati ons on how to m anage val uabl e business rel ationships
withi n the suppl y chai n.

At EM COR U K we focus on the concept of ‘col l aborati ve worki ng’ as
we feel thi s better sum s up the practi cal rel ati onshi p between
independent businesses worki ng together. Col l aborati ve worki ng
im pl ies that organizati ons are not ‘joi ned at the hi p’, but that they
share mutual goal s on speci fi c program m es. I am firm l y of the vi ew
that any business rel ationship needs shared outcom es that shoul d be
agreed form al l y, so that al l those i nvol ved know exactl y what is
expected of the other and that assum pti ons are not m ade about
m otivations that m ay be wrong. In doing so, col l aborative
organizations get to thi nk in m ore detai l about what they want to
achi eve together.

M any organi zations and the com pani es that serve them are sim pl y
l ocked into the transactional approach and cannot see past it. This is
exacerbated when m any FM servi ce providers are seen to be too far
down the ‘food chain’, when actual l y their knowl edge and expertise
coul d make a real di fference if a m ore col l aborati ve approach was
consi dered. Thi s i s sim pl e com m on sense and recogniti on of the val ue
of FM to an organi zation.

The Lean Learning Academ y im pl em ented by our aerospace cl ient
encourages m axim um focus on the al igned goal s and the di sm i ssal of
those issues that are i rrel evant to achievi ng them . The resul t can
provi de innovative but practi cal sol utions to probl em s or the
grasping of opportuni ti es that present them sel ves when everyone on
the team knows exactl y what they are contri buting to and why. I n
practical term s thi s has am ounted to cost savings i n excess of £500K
per annum and faster job com pl etion.

Chri stopher Kehoe,
Di visi onal Director, EM COR U K

Expl oiti ng any outsourcing in i tiative i s com m onl y focused on the prom i se
of si gni ficant cost savings. Whi l e this is cl earl y possi bl e, the abi l i ty of
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organizati ons to capital i ze on the opportuni ties depends very m uch on
how the program m e i s eval uated, and – m ore im portantl y – devel oped
and im pl em ented. Outsourci ng wil l have an im pact on the whol e
organizati on, ei ther directl y or indirectl y, and i t i s l ikel y to m eet
resistance. I t al so has to be devel oped withi n the wi der m arket
environm ent. Creati ng an effective program m e m ust be based on ful l y
understanding the i nternal capabi l ities and dri vers; at the sam e tim e any
programm e m ust i ncorporate recogniti on of integrating a ri sk
m anagem ent approach wi thin i ts devel opm ent. Defin i ng cl ear obj ectives
wi l l help to assess aspects of knowl edge transfer and the wider
i m pl i cations of m eeti ng the sustai nabi l i ty agenda.

The devel opm ent of an outsourcing program m e shoul d be reviewed first
from a strategic perspective, and then wi th an eval uation pl an set in
pl ace that wil l enabl e various aspects of the busi ness to be revi ewed and
assessed, to ensure that every aspect and im pact has been taken into
account. The im portance of rel ationships i n this business envi ronm ent i s
fundamental ; yet whi l e there i s often acknowl edgem ent of the principl e,
frequentl y rel ationship m anagem ent is l ow on devel opm ent program m es.
This is perpl exi ng, parti cul arl y when you consider the growth of
outsourcing and offshori ng, where the i nterfaces between organi zations
are al ways a point of vul nerabi l i ty and risk. Often the assum pti on i s
m ade that m anaging rel ationships is just a norm al part of busi ness l ife
and thus l ow on the ‘needs devel opm ent’ profi l e. This di l em m a prom pts
consideration about how organi zati ons l ook at them sel ves and the
m arketpl ace as a whol e, and how thi s m ay affect the way the im pact of
rel ati onshi ps is perceived. M any tradi tional organi zations have devel oped
under a com m and-and-control structure that l ooked from the i nside out
to the marketpl ace and were control l ed through arm ’s-l ength contracts
wi th ei ther custom ers or suppl iers. Thi s approach assum ed that they
woul d operate wi thin known rul es and behavi ours; it is rel ati vel y easy to
m anage rel ati onshi ps and behavi ours as a factor of l ocati on.

The ‘outside i n’ theory poses the vi ew that when assessing the
i m portance and val ue of rel ati onshi ps we shoul d be eval uati ng from
another perspecti ve. If organi zations l ooked at their operations from the
perspecti ve of ‘outside i n’ then the real izati on is that m anaging
rel ati onshi ps is a m ore com pl ex and cruci al i ngredi ent for these diverse
business m odel s. I t h ighl i ghts the need to bring i nto pl ay a m uch wider
range of consi derations than the tradi tional price, qual ity and del ivery
m i x. It al so brings i nto question whether the traditional approaches of
contracti ng can effectivel y be appl ied i n thi s environm ent.

The tradi ti onal tri ed and tested operati ng m odel (see Figure 20.1 ) for
suppl y chai ns – and perhaps the basi s of m ost organi zational approaches
– has been devel oped around m anufacturi ng concepts: we view the
m arketpl ace from a perspective of how it fi ts with our operations. In thi s
context organizations acquire m ateri al s or com ponents, m ove these i nto
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a producti on program m e where they are processed, then possi bl y
di stribute to the poi nt of sal e. In thi s m odel the key is to ensure that we
achi eve the m ost com peti tive price and the right l evel of qual ity, and our
products are avai l abl e when needed. The onl y chal l enge is to orchestrate
the bal ance between these three key drivers. The m odel becom es sl ightl y
m ore com pl ex when decisi ons are m ade to have certai n el em ents of the
processing undertaken by external special ists. This often occurs where
organi zations have a periodic requi rem ent that does not j ustify a
ful l -ti m e i nternal capabi l ity. In these cases the integrati on of the external
capabi l i ty is l argel y achi eved through effecti ve m anagem ent at a l ocal
l evel (see Figure 20.2). Thi s ensures that those third party providers
operate within the i nternal structures and governance. The external
parties wi l l often, to greater or l esser extent, al so absorb the ethos and
cul ture of the organizati on.

As organi zations l ook for greater effici ency and stri ve to focus on their
core capabi l i ti es whi l e reduci ng costl y internal infrastructures, the next
step i s to consi der external contractors to undertake al l or part of the
processing, and often distribution too (see Fi gure 20.3). Progression to
this m odel l eads to a greater em phasi s on the scope and rigour of
contracts. In m any cases these rel ationships or contracts aim to transfer
risk and responsibi l i ty to the hi ghest possi bl e extent, rel ying on the
contract to al l ocate l i abi l i ty i n the event of a breakdown. Cl earl y, at this
poi nt the rel ati onshi p has becom e fragm ented, where on each side of
the contract wal l the parties are worki ng to protect their posi ti on whi l e
expl oiti ng their rel ative posi tions as m uch as possibl e in term s of
perform ance. Whi l e m any organi zati ons seek to i m pose thei r pri ncipl es
and val ues through contracts this is sel dom ful l y effective.

Figure 20.1 – The trad itional trad ing model
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Perhaps the most vulnerable stage is where organizations seek to reduce
cost by outsourcing large areas of operational process activity. These
external providers become an integral part of the overal l del ivery model
but remain completely independent companies. At this point the contract
can only provide the financial and performance framework; it is unl ikely
to be able to influence integrated performance or – equal ly important –
aspects such as maintaining visions and values, culture, ethos and

Figure 20.2 – Incorporating external contractors

Figure 20.3 – Moving to outsourcing
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commitment. There is plenty of evidence that it is the culture and values
of an organization that real ly drive excel lent performance, not
regulations and measures.

At this point the relationship and profi le of the provider, who may be
directly interfacing with customers, becomes a critical factor. How they
represent the organization and perform is a direct reflection on the
prime company and its reputation. When viewing the model from the
outside in it becomes clear that traditional thinking based around a
simple self-contained production environment is no longer sufficient to
ensure the success of an integrated operation. The ‘outside’ comes inside
the firewal l and needs to be assessed, developed and directed with far
greater focus on the abi l ity of external providers to blend in and support
the host organization’s goals and values.

Effective performance is created through integration of both internal and
external suppl iers. Awareness of the hol i stic impacts of management
must extend beyond the functional boundaries of purchasing
organizations in order to ensure that opportunities are ful ly exploited.
Bui ld ing on the strengths of the organization, it is critical to establ i sh the
level of knowledge and ski l l s that exist to ensure that suitable train ing
can be developed to provide an effective platform to move to
outsourcing with confidence. The supply chain has developed over the
later part of the last century and moves into the 21 st century with many
innovative approaches; however, these must be balanced against true
need and risk management processes. Often what is needed is best
practice approaches coupled with the abi l i ty to spot the strategic
opportunities. However, in many cases organizations ignore their own
capabi l i ties and focus solely on the potential outsourcing provider, which
is a recipe for disaster because internal constraints wi l l a lmost certainly
emerge to di lute performance.

When an organization has structured its internal perspective it needs to
evaluate and select partners. The nature of the provider’s organization is
crucial to overal l success in developing value for money propositions. The
relationships (vertical ly and horizontal ly) in the value chain are a key
factor in exploiting the value development process. Organizations should
(and frequently need to) learn from each other; thus, ensuring that the
potential partner has a compatible ethos and culture is an important
contributor to optimizing value. The nature of an arrangement wi l l be
developed based on the objectives and goals from each side of the
relationship. How organizations expect they wi l l be working together wi l l
help to define the nature of the contracting relationship, the style of
integration and the level of interfaces; th is wi l l have a significant impact
on the development of risk management approaches. The key to
effective outsourcing is ensuring a clear defin ition of scope and services
to be provided, which can then be assessed to create an overal l approach
and establ i sh SLAs.
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The bal ance of power i n any rel ationship shi fts over the peri od of the
associ ati on; in an outsourci ng context thi s shi ft m ay be cri tical to overal l
del i very perform ance for the buyer. Staying together, whether over short
durati on contracts or l ong-term suppl y arrangem ents, requires that both
parti es m aintai n an effecti ve worki ng rel ationship. Di spute resol ution i s
sel dom si m pl y a question of dependi ng on the term s of contract.
Effective m anagem ent depends upon the l eadership abi l i ti es of the key
pl ayers to understand and respond effectivel y to i ssues that coul d
underm ine the del ivery process. H avi ng a cl ear focus on the exit strategy
provides both partners with a cl ear perspective of their i ndi vidual
positions; it wi l l a l so certai nl y hel p to provi de a cl ear background, which
wi l l a l l ow the rel ationship to m ature m ore effectivel y.

Bui l di ng on this foundati on of col l aboration, i t i s im portant not to forget
the fundam ental s of any good contracti ng rel ati onshi p; i deal l y these can
be agreed wi th a focus on success and not the tradi tional concepts of
contracti ng for i nevitabl e fai l ure and l egal confl i ct. We don’t have to
change the fundam ental s; we si m pl y have to address them to ensure that
they faci l i tate success. Scope and standards are cl earl y i m portant, al ong
wi th frequency of perform ance contract reviews and a cl ear
understanding of total cost. What wil l com pl em ent the arrangem ent i s a
focus on com m uni cation, cross-train i ng where necessary, ski l l s
assessm ents, and wel l -devel oped and vi sibl e processes. Certai n l y qual i ty
m ust be m ai ntained and perform ance l inked to effecti ve and m eaningful
m easurem ent, which dri ves i m provem ent – not confl ict. Perhaps m ost
i m portant of al l i s the need to understand how change wil l be m anaged
wi thin the rel ationship. Thi s is frequentl y l ost i n the euphori a of bui l d ing
a proacti ve approach, but wil l l ikel y becom e a m ajor burden i n the
future.

The focus for an outsourcing program m e m ay often be obvi ous to those
cl osest to the probl em , but i s frequentl y l ost i n the wi der context of the
organizati on. The fi rst part of the strategic focus is to present these
targets wi thin the context of a wider profi l e, which hel ps to focus the
val id ity of the approach. Thi s hel ps to dem onstrate that sel ecti on has
been done effecti vel y, ensuri ng a buy-in across the organizati on that wil l
l ead to success. The sim pl est of assessm ents i s often enough to put the
focus in the right pl ace for the organi zation as a whol e, but i t m ay al so
dem onstrate that i n iti a l th inking requires further eval uati on. The second
cri ti cal stage is to assess the potential im pact of outsourci ng, where the
true im pact of external i ntegration starts to change the organi zation’s
tradi ti onal profi l e. I t wi l l certai nl y rai se m any questions around existing
resources and approaches, i ntel l ectual property and – m ost i m portantl y –
the retention of ski l l s wi thin the organization. This i s where the crunch
com es for m ost organizati ons wi thin the context of i ntegrating corporate
strategy and organi zati onal devel opm ent, as outsourcing wil l i nevitabl y
l ead to internal changes at every l evel . U nderstanding why outsourci ng is
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bei ng considered m eans defi n ing the rational e for taki ng it forward.
Reasons why outsourcing i s being consi dered incl ude:

• cost and com peti tive edge;
• effort and opti m i zation of resources;
• product or servi ce avai l abi l i ty;
• sustai nabi l i ty and ethical perform ance;
• risk – both perform ance and m arket;
• com pl exity;
• perform ance i m provem ent;
• custom er benefi t.

Creating an outsourcing strategy shoul d be approached in a hol istic
m anner. Devel opi ng a program m e that bl ends the attri butes of diverse
organi zations m ust begin with recognition that each m ay have
significantl y different approaches and dem ands. Thi s may be m ore cl earl y
apparent in the context of gl obal trading, but shoul d not be i gnored
even in the m ore l ocal ized and tradi ti onal m arkets. I n a conventional
trading rel ati onshi p the abi l i ty to bui l d such chal l enges i nto a uniform
approach can be very difficu l t and often the contracting rul es can be
counterproductive.

The m ul ti d im ensi onal nature of the gl obal l andscape creates an
envi ronm ent that inherentl y generates an ever-increasi ng profi l e of risk
and opportunity. The search to expl oi t these opportuniti es of the gl obal
m arket, and the vol ati l i ty of the m any factors that can change the
pl atform of a busi ness deal , m eans that there m ust be a focus on
m anagi ng the ri sk. The pressures of regul ati on and envi ronm ental
l i abi l i ti es, together wi th the wi der and m ore indirect ram i fications of
gl obal tradi ng, are factors that every organi zation m ust recognize. The
pol iti cal and cul tural chal l enges of worki ng outsi de the com fort zone of
traditional busi ness networks are com pl ex; devel opi ng a structured
approach i s criti cal . The i m pl i cations for organi zati ons are far-reaching
and necessitate an increasing focus on ri sk m iti gation and m anagem ent
to ensure successful ventures. The attracti on of l ow-cost sourcing and
m anufacturing i s certain l y a potential opportuni ty for al l organi zati ons,
but the i m pl ications and ri sks shoul d not be underestim ated.

Conclusion

The chal l enge is for organizations to adopt a m ore fl exibl e perspective
that enabl es m axi m um expl oi tati on of the potenti al but retains effecti ve
m anagem ent of the processes and perform ance. Outsourci ng has becom e
an accepted m ethodol ogy to capture com petitive advantage, but this
extended enterpri se approach brings i ts own l evel of risk through
i nterdependence and reputational risk. The need to ensure that external
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providers share a com m on focus on the business visions and val ues is
crucial to l ong-term sustainabi l i ty and m aintai n ing a perspecti ve on
corporate soci al responsi bi l i ty.

Today the param ount chal l enge for any business is to create val ue for i ts
sharehol ders, whi l e m eeting the dem ands of an increasi ngl y com peti tive
m arketpl ace. The com pl exity and vol ati l i ty of thi s busi ness environm ent
creates a l andscape that requires constant fl exibi l i ty of approach and
resource i nvestm ent. Bui l di ng an integrated busi ness rel ationship
between two or m ore organizations i nvol ves an i ncreasing num ber of
pl ayers from each side; focusing on the criti cal path issues wi l l hel p to
m aintai n m om entum . Com pany success i s infl uenced by both internal and
external factors; outsourci ng has im pacts across an organi zati on and
beyond, yet too frequentl y corporate strategy i s not adequatel y
integrated, eval uated, com m unicated, absorbed and risk-assessed. I n
addi tion, partner sel ecti on is driven by cost rather than com patibi l i ty. The
foundati on of BS 1 1 000 provides a structured approach to addressing
these chal l enges through bui l d ing m ore effective outsourci ng
rel ationships.
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Key messages

I n devel oping an outsourcing program m e it is im portant to consider how
the rel ati onshi ps are devel oped and sustained. Tabl e 20.1 provides key
m essages about the BS 1 1 000 approach to outsourci ng.

Table 20.1 – Key messages for outsourcing

BS 1 1 000 outsourcing

Focus point Rationale

1 Integrated
delivery

The i ntegration of the standard provides a
pl atform on whi ch to eval uate and devel op
these col l aborati ve m odel s on a m ore rigorous
basi s

2 Alternative
business
models

Outsourcing has becom e a m ajor effi ciency tool
i n the business arm oury; however, in m any cases
the deci sions and effecti veness often fai l to
consider the com pati bi l i ty of organi zations to
undertake key aspects of the current busi ness
processes

3 Customer
profi l ing

M arketing outsourcing capabi l ity is l argel y
dependent on capabi l ity and the wi l l ingness of
custom ers to respond posi tivel y to these
approaches

4 Customer
confidence

Where a col l aborati ve m odel is being offered
the standard provides an i ndependentl y
val idated approach; i n som e cases thi s can be a
m arket differenti ation but i n any event provides
confi dence that col l aboration is in the m i ndset
of the organi zation

5 Solution
development

Outsourcing sol utions can often requi re
organizati ons to expand their own capabi l i ty
and resources to the scope of any proposi ti on
by i ncorporating third parties to establ ish a
seam l ess del i very sol ution

6 Delivery
partners

I denti fyi ng and sel ecti ng partners to m eet
busi ness dem and requires organi zations to seek
other organi zations with com pati bl e vi si ons and
val ues and to devel op j oi nt objecti ves that
support the custom er requi rem ent
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7 Risk
management

The adopti on of outsourcing m odel s introduces
the perception of increased risk for a custom er
and potenti al i nternal risks. A structured
approach to bui l d ing and sustai n ing these
m odel s through j oi nt ri sk m anagem ent enabl es
m ore effective m anagem ent of risks

8 Creative
negotiations

M ovi ng from a tradi tional rel ationship to one
that i s m ore integrated changes the dynam i cs
for negotiati ons. Adoption of the standard
m odel process as a starting poi nting enabl es al l
parties to address their issues in a m ore open
and transparent way, based on j oint objectives
and desi red outcom es

9 Collaborative
contracts

In the m odern worl d the foundati on of business
is captured in form al contracts; however, these
can on occasion be divi si ve. This i s why the
standard introduces an al ternati ve pl atform to
ensure equi tabl e benefi ts, based on ri sk and
reward, which underpins the behavi ours
necessary to achieve successful outcom es

1 0 Termination
and transition

The m ost vul nerabl e aspect of outsourcing
program m es i s the eventual term inati on of the
contract and transiti on to other providers. The
exit strategy is a key aspect of rel ati onshi p
m anagem ent, whi ch can be both an eval uati on
criterion and a m eans to ensure busi ness
conti nuity
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Chapter 21 – Collaborative contracting

In the m odern m arketpl ace rel i ance on contracts has becom e
norm al practice. There i s often a perception that col l aborati ve
working i s not com pati bl e with m ost m odel contracts, whi ch
m ay l ead to poor behavi ours. Whi l e thi s m ay be true in som e
areas, it is im portant to ensure that where col l aborati ve
working i s establ ished as a route to del iver outcom es the
contract supports these arrangem ents. This chapter expl ai ns
how BS 1 1 000 can provide a m odel wi th whi ch to bui l d m ore
effecti ve contracti ng arrangem ents.

Today most business activi ty needs the structured support of a contract to
underpi n what it hopes to achieve. In devel oping a contracting approach
i t i s i m portant to define the i ndi vidual responsibi l i ties and then to pl ace
these obl igati ons with the correct party. I n the in i tia l stages of
devel oping a col l aborati ve strategy the tem ptation i s to set objectives
that are too wide-reaching and have varyi ng chances of being achieved.

When consideri ng the appropri ate contracting m odel i t is im portant to
distinguish between a col l aborative arrangem ent and contractual
del i verabl es. The form er of these i s often the route taken by
organizati ons and is outside the contract. Frequentl y thi s m ay be a si m pl e
arrangem ent withi n which organi zations adopt a m ore open way of
deal i ng with each other; the downside of this is that as a non-contractual
requirem ent i t often fai l s to del iver the ful l potenti al . H owever, by
i ncorporati ng the pri nci pl es of the standard the parties can bl end both
contract and rel ati onshi p.

Contracting for failure

In cases where the parti es recognize the com m erci al or technical benefits
from a cl oser com m i tm ent over ti m e there is a com m erci al consi derati on
being taken, which refl ects how the parties m ay contract with each other.
Any contract that incorporates risk and reward el em ents needs careful
considerati on by both parties to ensure there is sound understanding of
the potential outcom es, because contracts are onl y val uabl e i n a l egal
sense when parties fai l to m eet thei r i ndi vidual obl i gations. The real ity of
any contract i s that i t shoul d provide the pl atform on which
organi zations can perform ; how organi zati ons expect they wil l be
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working together wi l l help to define the nature of the contract and level
of interfaces. The general trend, unfortunately, is to ‘contract for fai lure’
so we tend to see most elements as negative. Collaborative Change1 2 by
Humphries and Gibb draws together a wide range of professional and
academic views that complement this subject. The focus for any contract
should be to ensure that it del ivers what is required and when. This i s the
same in a col laborative relationship, but many traditional contracts are
developed without the parties identifying what is real ly crucial to each of
them.

Most contracts are focused as effective legal tools and in configuring a
contract it is the potential impact of fai lure that may raise questions
around existing relationships, approaches, intel lectual property and risk.
The crunch point for most organizations is the chal lenge of integrating
corporate strategy with organizational development and contracts that
are solution-based. There are multipl icities of contracting options, many
of which may suit the needs of the organization and do not require the
effort of developing a col laborative approach; so it is often worthwhi le
starting with the most appropriate traditional contracting model and
bui ld ing on this to incorporate the wider issues that have been identified
as potential col laborative benefits. This approach provides a sol id basis
for the parties to work from and can often be the first test about the
parties’ commitment for col laboration.

Lockheed Martin – case study

Lockheed Martin has long recognized that in order to del iver a
successful programme the parties involved have to work together.
Programme objectives are more l ikely to be successful ly achieved if
al l parties involved are focused on those end goals, encouraging
positive behaviours and removing roadblocks to the abi l i ty to work
together.

The type of long-term, large scale, complex programmes that form
the core of Lockheed Martin’s business often demand a different
type of working relationship from the traditional ‘arm’s length’
contracting models of the past. The parties involved need to work
col laboratively over the long term to successful ly del iver chal lenging
programme objectives. The BS 1 1 000 standard has provided Lockheed
Martin with a framework for implementing and objectively
measuring the benefits of col laborative working. Using the standard
to evaluate past activities, Lockheed Martin has been able to identify
repeatable col laborative working good practice, as wel l as areas that
could benefit from increased focus.

1 2 Collaborative Change: Creating High Performance Partnerships and Alliances, Humphries A

and Gibbs R, CreateSpace, 201 0.
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Our approach to working wi th suppl i ers and custom ers has al ways
incl uded m any of the col l aborative working concepts articu l ated in
BS 1 1 000. Thi s m eant that the busi ness case to j ustify incl usion of the
standard i nto our pol icy and process basel i ne was rel ativel y easy to
define. With accreditation gained, our focus is now on continuous
im provem ent of our col l aborative engagem ent that wi l l a l l ow us, our
suppl iers and our custom ers to achi eve success on increasi ngl y
dem andi ng program m es i n the future.

M ark Cooper, M anagi ng Director,
Lockheed M artin U K IS&G S Civi l

I f the desi re for col l aborati on is strong, then the tradi tional contractual
debates wi l l be a catal yst for change. Where the concept is weak these
exchanges wil l h i ghl ight the true focus of the organizati ons. M ore
im portantl y, in the cases where col l aboration can real l y add val ue to both
parties the process of eval uating a conventional m odel hel ps to focus the
potential for l ong-term benefi ts. The m ore that organi zati ons are
prepared to engage in thi s process in depth, the greater the probabi l i ty
they wi l l uncover potential val ue. M ost organi zations today have
establ i shed contracti ng procedures, i ncorporati ng necessary safeguards,
but in m any cases these have been incorporated i nto the operating
structures and wi l l be extrem el y di ffi cu l t to change. The process of
chal l enging these procedures in devel opi ng a m ore open rel ationship
wi th partners is a val uabl e test of the organizati on’s abi l i ty to actual l y
operate wi thin the m ore i ntegrated nature of col l aborati on.

U nfortunatel y, it is often the case that an ingrained cul ture creates so
m uch tensi on that organi zati ons gi ve up trying to expl oi t the potenti al of
col l aborati on; whi l e operators m ay see the potenti al , the resistance of
corporate process, l awyers and auditors m eans these opportuni ties for
benefi t are not pursued. I t i s im portant to differentiate between the way
in whi ch organizati ons want to col l aborate and the need to establ i sh
workabl e l egal fram eworks that support these objecti ves. A l egal l y
binding agreem ent needs to define tasks, al l ocate responsibi l i ties, and
state the consequences in the event of speci fic circum stances, recogni zing
the i m pl i cations of regul atory dem ands such as the European
procurem ent directives; but with careful consi deration these issues can be
devel oped to be incl usive and com pl em entary. It is a l so im portant to
avoid creating a l egal partnershi p. The standards fram ework can be a
useful tool to eval uate both the objectives and i ssues that wi l l u l tim atel y
be refl ected i n the contract, by understanding what real l y drives the
contracti ng arrangem ents and givi ng focus to what hel ps success rather
than l egal confl i ct. Working through the cul ture, organizational
structure, d i spositi on of resources, ski l l s and operati ng processes
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concentrates attention towards the success factors and ultimate
objectives incorporating:

• clarity of purpose;
• contract structure;
• term or duration;
• risk and reward;
• knowledge sharing;
• obl igations;
• l iabi l i ties;
• costing;
• confidential i ty;
• commercial management and incentives.

A crucial part of any contract is to ensure that the selection process
meets the requirements of the organization. The focus for col laboration
reaches beyond the traditional evaluations of price, del ivery and qual ity,
so the process should incorporate the key elements of selection that
reach beyond conventional contracting.

Scope and objectives

Contracts require an agreed conclusion point that is time-based on
completion and identifies both objectives and scope (see Table 21 .1 ).
Col laborative relationships are general ly more valuable the longer they
operate; ensuring there are renewal points helps to maintain continuity
whi le considering key circumstances where it may be inappropriate to
continue (such as change of ownership) and raise the focus on exit
strategy. When creating a contracting approach it is important to
formal ly recognize the governance structure that wil l be jointly operated
by the col laboration, which wi l l include defin ing points of contact,
authorities and dispute resolution processes.
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Table 21 .1 – Collaborative contract scope and objectives

Scope Objectives

Standards Knowl edge shari ng

Del i very Val ue creati on

Price structure Ri sk shari ng

Com m unications Reward sharing

Train ing Cost reduction

Perform ance targets Cycl e ti m e

Busi ness processes I nvestm ent profi l es

Qual i ty requirem ents Sustainabl e devel opm ent

Service l evel s Vi sibi l i ty

Change m anagem ent I nnovati on

Docum entation Pl anni ng

Regul ati ons Resource sharing

I ncentives Team bui l d i ng

Confidenti al i ty Continuous im provem ent

Paym ent Organi zati on

Term s Dispute resol uti on

Li abi l i ti es Exi t strategy

Ri sk Custom er sati sfacti on

Organi zations need agreem ents to ensure there is a docum ented
pl atform , which can vary due to m any different factors. The probl em
wi th al l these agreem ents i s that whi l e organizati ons al l have experi ence
wi th the tangibl e si de of contract drafti ng i t i s m ore difficu l t when trying
to address the aim s and aspirations of col l aborati on. This i s where the
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l awyers often get exci ted, as these concepts can be vague in contracting
term s. For exam pl e, how do you enforce (if you need to) term s such as
‘the parti es wi l l endeavour to reduce cost’ or ‘cooperation and good
fai th’. You can set targets, but who deci des the strength of the effort
that has been appl ied i f the targets are not achi eved?

We m ay have som e sym pathy with the l awyers’ viewpoint; thei r rol e i s to
protect their cl i ent. Statem ents of pri nci pl e such as ‘working together i n
a spiri t of trust and cooperati on’, ‘usi ng i nnovati ve engineering
techni ques’, ‘strivi ng for continuous im provem ent’ or ‘being com m itted
to achi eving effective interfaces’ al l offer a val id styl e of working but are
extrem el y hard to bui l d into quantifi abl e m easures.

Perhaps the m ost di ffi cu l t concept to incorporate is an exit strategy. I t i s
sim i l ar to the debate on prenuptial agreem ents – for i f the com m i tm ent
i s there, then why pl an to fai l , whi ch m ay underm i ne the pri nci pl es of
col l aboration and create the easy way out? There are good reasons why
an exi t strategy i s needed. The parties have sharehol ders, and possibl y
parent com pani es, whose l ong-term pl ans m ay change, affecting the
agreem ent; takeovers m ay pl ace the agreem ent in the hands of
com peti tors or ownership that restricts the contract’s operabi l i ty; worse,
there m ay be an i rrevocabl e breakdown of the rel ationship. N obody
knows for sure, but the resul t coul d m ean that the arrangem ent has to
be di sm antl ed and provi sion m ust be i ncl uded to cover the downstream
effects of such a break-up.

Al l of thi s seem s very form al within the context of col l aborati on,
cooperation and m utual ity, but i f col l aborati on i s to work effecti vel y,
then the ground rul es need to be cl ear at the start. One aspect of
BS 1 1 000 i s the introducti on of the RM P. This m ay have been establ ished
at the strategy stage; i t can be j oi ntl y devel oped as the foundation for
rel ati onshi p m anagem ent in future and can (when appropriate) becom e
an annex to the contract, enabl ing the parties to define how they wi l l
j ointl y m anage perform ance as opposed to contractual del i verabl es.

Litigation

The trend of l i ti gation has done l i ttl e to hel p the focus on devel oping
effecti ve col l aborative contracts. Across a broad range of i ndustries,
i ncl uding the publ ic sector, i t seem s we are m ovi ng cl oser to m anaging
our busi ness through the l egal system s. This is not to suggest that a cl ear
contract agreem ent i s not i m portant; however, it does rai se the question
as to whether the am ount of effort put in to address fai l ure i s actual l y
detracting from the pri nci pal ai m s of both buyer and sel l er: success. For
exam pl e, i n publ ic–pri vate partnershi ps i t seem s that the strategic aim s
are frequentl y l ost in a dri ve to shift ri sk and cost, often i nappropriatel y.
At the sam e tim e the chal l enges of accountabi l i ty i n the publ ic sector do
pl ace high l evel s of stress on having a ‘watertight’ contract. As a resul t,
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during the eval uation and negoti ation stages the pressure is on to
m aintai n a defensi ve positi on; thi s subsequentl y acqui res a partnering
l abel , with the expectation that the past pressure wil l evaporate.

Experience i n the pri vate sector si m i l arl y offers l i ttl e encouragem ent,
even when there i s m ore l atitude for innovative approaches. The buyer is
‘ki ng’ and too frequentl y this l eads to over-aggressi ve contracts that have
l i ttl e chance of producing anything other than confl ict. Perhaps the
wi n/wi n shoul d focus on m aki ng sure that both parties are satisfi ed wi th
the contract so that it is not constantl y used as a weapon to beat the
other party. For exam pl e, the dependence on SLAs can be a way of
m easuri ng perform ance, but too often SLA probl em s are not recognized
as i ndi cators of a process probl em but as a contract fai l ure, wi th the
resul ting atti tudes prevai l i ng.

Devel opi ng an effecti ve contracti ng and del ivery approach i s not
som ething that em erges out of a negotiati on, rather, it shoul d be
considered wel l in advance. I f a col l aborati ve rel ati onshi p is what i s m ost
l i kel y to del i ver best val ue, then it m ust be consi dered from the outset.
This does not m ean that sound contracts are not requi red or acceptabl e,
but the way in whi ch the rel ati onshi p is contracted wi l l i nfl uence the way
it is perform ed. Focusing on success m eans that in m any cases we shoul d
change the way i n which we approach contracts, and not the contracts
them sel ves, which shoul d be m ore proacti ve and l ess destructi ve. The
focus on j oi nt outcom es wil l be l ikel y to set a structure that del i vers the
desired resul ts, whi l e centri ng on the potenti al for fai l ure wil l m ost l ikel y
resul t i n a sel f-fu l fi l l i ng prophesy.

Collaborative negotiations and contracts

N egoti ations are an integral part of business l i fe and have been for
thousands of years. These are areas where col l aborative l eaders m ust
take a strong positi on to avoid them becom ing potential poi nts of
fai l ure. The traditional use of power negotiations m ay not al ways be the
best approach, and when l ooki ng at a future col l aborative rel ati onshi p
the negotiati ons shoul d be part of the rel ationship-bui l d ing process.
Val ue i s accum ul ated through m any di fferent avenues; understanding
these i m pacts is a key part of negotiati on strategy and process and a
cri tical factor in overal l success. U nderstandi ng the type and nature of
the rel ationship desired i n the future shoul d feature i n devel oping a
negoti ation approach to del i ver prospecti ve benefits. Whi l e m any peopl e
m ay tal k about the win–wi n approach, it is sel dom a key dri ver and
frequentl y not a considerati on for m any negoti ations.

Sel ecti ng a col l aborative partner can have m any ram ificati ons in the
m arketpl ace, both from com peti tors and custom ers. The cul ture of an
organi zation i s often a chal l enge. In a gl obal m arket thi s becom es even
m ore com pl ex; when consi dering a col l aborati ve approach i t i s i m portant
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to ensure this is fu l ly understood and recognized by potential partners.
Risk wi l l a lways be high on the agenda, but to exploit the potential of
col laboration, risk should be jointly managed by those best placed to
handle it and should not simply be transferred – whi le recognizing the
potential for col laboration to introduce new risk elements into the
equation. The world of business has evolved towards greater dependence
on contracts and l i tigation; whi le clearly there needs to be an effective
legal framework, it is important to recognize that successful outcomes
wil l seldom come through the courts. Contract management is about
del ivering successful programmes, which open up a much wider arena for
consideration about what the role of contract management becomes and
what part it wi l l play in how we raise our game to del iver success.

Contracting models

There is often a view within organizations that contracting should be
either traditional or partnership; this cl in ical division frequently leads to
driving contracting models in one direction or the other (see Figure 21 .1 ) .
The result is that potential contracts become over-complex, such as
al l iances, or the benefits of col laboration are ignored in favour of
business as usual . When adopting alternative business models
organizations should recognize that there is a spectrum of engagement
models where col laborative working could be a benefit. Which option is

Figure 21 .1 – Contracting curve
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chosen, cl earl y depends on the desi red degree of i ntegration and the
potential val ue that it m ay del iver. Tabl e 21 .2 m ay hel p to focus on the
val ue proposition against Figure 21 .1 , whi ch outl i nes the progressi on
from transacti onal contracts to col l aborative joint ventures.

Conclusion

Al l com m erci al operati ons are based on bal anci ng risk; thi s i s particul arl y
true when l ooki ng at contract m anagem ent. The contract process is too
often l ed by com pl iance, not com m i tm ent. Organi zations are good at
defin ing what they want from others, but perhaps l ess wi l l ing to assess
their own capabi l i ty to m eet the dem ands of col l aboration. A
col l aborati ve rel ati onshi p is a two-way process and to achieve the desired
goal s i t requi res com m itm ent on al l si des. Thi s i s not j ust about processes,
procedures, system s and contracts (the ‘hard process i ssues’). I t is a
question of the peopl e drivers (the ‘soft issues’) such as l eadership, ski l l s
and m otivation. These wil l govern the behavi ours and approaches at the
worki ng l evel by understandi ng the internal enabl ers that bui l d trust
between the parties, based on m utual benefi t and equitabl e reward,
whi l e m anaging and reducing ri sk. The process shoul d be centred on
rem oving activi ties that do not add val ue from withi n the rel ationship.

Chapter 21 – Collaborative contracting
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Key messages

There is a wide variety of contracting models. As outl ined earl ier, not al l wi l l fa l l into the profi le of col laborative working,
though in many cases col laboration could become a faci l i tator to create additional value in itia l ly or over time. The outl ines
given in Table 21 .2 are offered for consideration.

Table 21 .2 – Assessing contract types

Transactional supply chain : standard products and commodities

Characteristics Relatively low value with a focus on market-avai lable products

Benefits Easy to evaluate and repeatable requirements

Opportunity/
ri sk

Low risk and multiple sources of supply

Contract types Standard purchase contract

Evaluation Competitive approach based on price, qual i ty and del ivery

Col laborative working Limited need to invest resources in col laborative development

Equ ipment supply contracts: commercial off the shelf (COTS) products

Characteristics Technical requirement with higher values but no design requirement

Benefits Captures standard proven products
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Opportunity/
ri sk

Limited risk, except for long-term support

Contract types Standard supply contract

Evaluation Simpl ified evaluation against technical su itabi l i ty, matching specified requirement and
commercial drivers

Col laborative working Possible benefit in l imited cases where there is potential for repeat requirements where
extended agreements may provide some cost savings

Service contracts: faci l i ties management, standard services

Characteristics Local ized defined service requirements

Benefits Simpl ified management against SLAs

Opportunity/
ri sk

Low risk but subject to l imited flexibi l i ty for scope changes. Frequently compl icated by TUPE 1 3

requirements

Contract types Model type service contract

Evaluation Capabi l ity, cost and performance evaluation

1 3 TUPE: Transfer of Undertakings (Protection of Employment) Regulations, which protect UK employees’ terms and conditions of employment when a

business i s transferred from one owner to another.
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Col laborative working Probable benefit at a local level to ensure the continuation of appropriate service levels and
acceptance of service provider

Framework contracts: longer-term engagements for equipment, support or services

Characteristics H igher value for more complex requirements. May require a degree of product enhancement
or solution development

Benefits Likely to be for extended time periods and require a flexibi l i ty of output and/or performance
needs. Valuable in reducing repeat procurement costs through structured cal l -off
arrangements and for establ i sh ing economies of scale over time

Opportunity/
ri sk

H igher risk given less defin ition but provides a basis for a flexible approach

Contract types Time-l imited performance-based contract with effective change management mechanisms and
schedule of rates/costs

Evaluation Requires structured approach to establ i sh variations and model for monitoring change and
value for money

Col laborative working Clear benefit in most cases to establ i sh medium- to long-term provision and drive innovation
through joint approaches
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Collaborative development contracts: integrated engagements for equipment/support/services/train ing

Characteristics H igh value developments requiring a col laborative approach to development based on
outputs that cannot be ful ly defined in advance. Solution-based where value for money needs
to be jointly developed and agreed

Benefits Provides a basis for innovative development, shared knowledge towards a definable product
or service without long-term investment

Opportunity/
ri sk

Degree of joint risk in terms of performance measures. Could become the basis of the
longer-term partnering model to be adopted. Often compl icated by ski l l s and staff transfers
including TUPE

Contract types Cost-plus or target contract covering agreed expenditure against jointly agreed mi lestone
del iverables

Evaluation Requires structured approach to establ i sh value for money with defined cost models. The
evaluation needs to reflect the col laborative capabi l i ties of the parties to work jointly towards
outcomes

Col laborative working Highly desirable to create the appropriate level of integrated relationship that wi l l underpin
consistent performance and support innovation and flexibi l i ty

Partnerships and all iances: joint programmes incorporating multiple partners or prime contractors/consortia
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Characteri sti cs H i gh val ue requirem ents where the rel ationships are com bini ng com pl em entary ski l l s and
resources, configured to m eet m arket opportunities which neither party coul d achi eve al one

Benefits H i ghl y fl exibl e m odel that provi des a sound pl atform for innovative approaches. Ski l l s rather
than investm ent-focused to establ ish a viabl e al ternative to m ergers and acqui sitions.
Partnering m odel can be depl oyed for l onger-term integrated working

Opportunity/
ri sk

Rel ativel y l ow investm ent but hi gh potenti al for com m erci al success. The sustainabi l i ty of the
rel ati onshi p is a criti cal success factor. M ay i nvol ve j oi nt and several l iabi l i ty

Contract types M ul ti pl e com pl ex m odel s devel oped from com pl ex suppl y or i ndustry contract m odel s

Eval uation H i gh l evel of dependency on establ i sh ing the strength of col l aborati ve capabi l i ty together
with techni cal and com m ercial ski l l s.

Col l aborative working Sustainabl e col l aborati ve worki ng is a fundam ental aspect of devel oping a m utual l y benefi cia l
rel ati onshi p

Public–private partnerships: j oint devel opm ents wi th l ong-term devel opm ent/investm ent

Characteri sti cs H i gh val ue wi th the need for investm ent and return on i nvestm ent (ROI) over ti m e by
partners. Focused on l ong-term com m itm ent to generate private sector funding capabi l ity.
Focused on com pl ex sol uti on requi rem ents
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Benefits Provi des a pl atform for l ong-term i nvestm ent by either or both parti es. I t can provide a
fl exi bl e pl atform of joint technical sol uti ons, service or trai n ing devel opm ent and constructi on
devel opm ents based on joi ntl y agreed val ue for m oney m odel and joint ownership

Opportunity/
ri sk

Val uabl e m odel to harness pri vate sector fi nance but needs structured focus on l ong-term
i nvestm ent. Frequentl y l ess fl exibl e based on funding m odel s. Effecti veness dependent on hi gh
l evel of col l aborative working to achi eve desired outcom es and m aintai n val ue for m oney

Contract types H i ghl y com pl ex m odel s whi ch are often backed by governm ent guarantees to support
l ong-term investm ent and financing arrangem ents

Eval uation A com pl ex eval uati on bal ance between fi nanci al structure and fundi ng m odel , del ivery
requi rem ents versus capabi l ity and the abi l ity to work in a partnering environm ent, whi ch is
frequentl y negotiated out of bal ance

Col l aborative working Col l aborative working m ust be i ntegrated as a key aspect of these types of rel ati onshi ps to
ensure servi ce perform ance and opti m izati on of fi nanci al and perform ance requirem ents
overtim e

Joint venture/consortia : l ong-term j oi nt i nvestm ent ventures for integrated sol utions and sal es

Characteri sti cs Potenti al l y high val ue strategi c rel ati onshi p requi ri ng joint investm ent, often through speci al
purpose vehi cl e (SPV). M ostl y created where operati onal requirem ents necessitate m ul tipl e
capabi l ities
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Benefits Provides a composite/integrated solution. Through SPV creates a single entity for contracting
and funding investment. Suitable for supporting long-term contracts and/or market
development opportunities

Opportunity/
ri sk

Brings together complementary ski l l s/resources to create unique capabi l ity. Frequently a
self-funding in itiative based on market potential . H ighly dependent on the robustness of the
relationships between initiating parties

Contract types Frequently governed by complex contracting models with joint and several l iabi l i ties a key
theme. The SPV model creates a legal entity with structured ownership and l iabi l i ties. May
involve complex TUPE

Evaluation Evaluation general ly focused on the robustness of commercial model and capabi l ity of the
del ivery organizations. The integration of the parties needs to be equal ly assessed ensuring a
sustainable proposition

Col laborative working These models require col laborative working to be a fundamental aspect of the consortium or
SPV to ensure integrity of performance and, where appropriate, col laborative customer
relationships
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Chapter 22 – All iance modell ing

The concept of al l iances has been part of the busi ness arena for
a num ber of years but has i n m ore recent ti m es becom e a key
feature i n m any i ndustries. Al l iances can be a powerful
com m erci al approach, but each has its own unique
requi rem ents and requi res consi derabl e effort to be successful .
I t is im portant to ensure that devel opm ent of the strategy
takes i nto account a broad range of i nputs. The chal l enge,
however, has been that a m ul ti pl ici ty of approaches have been
im pl em ented and m any of these can l eave signifi cant gaps i n
the devel opm ent process. I n this chapter we describe the
processes of al l iance m odel l ing.

Al l iances m ay be created for m any di fferent reasons; to ensure a
satisfactory outcom e i t i s cruci al to have a structured approach to
devel oping the right m odel . I t i s i m portant to test the val id ity of the
al l i ance concept agai nst the obj ectives, capabi l i ti es and resources of the
organizati ons invol ved, together wi th the risks and benefits. The al l i ance
approach m ay appear an attracti ve option and frequentl y one that is
adopted as being the trend of the m om ent. To be successful an al l i ance
m ust have fi rm foundations that consider the im pl ications for the
custom er and the al l iance partners. Taking an al l i ance to m arket is not
si m pl y a sal es strategy; it affects the rel ati onshi ps between the
organizati ons invol ved, the custom ers they serve and often functi onal
groups wi thin the organi zations charged wi th del iveri ng the proposi ti on,
frequentl y through a virtual organizati on.

The 1 8th century econom i st Adam Sm i th’s vi sion of perfect com peti ti on
and perfect knowl edge1 4 m ay in part be em ergi ng from the rapi d
expansion of gl obal izati on and technol ogy. Throughout history the
business m odel s have changed to refl ect the devel opm ent of the
m arketpl ace. This new environm ent i s changing the way that com panies
com pete i n future and share m arket inform ation; ownership of the
com pl ete process is m oving towards the creati on of sm al l er, special ized,
focused units. Innovation in technol ogy provi des the pl atform for even

1 4 An Inquiry into the Nature and Causes of the Wealth of Nations, general l y referred to by

i ts shorten ed titl e The Wealth of Nations, 1 776.
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m ore radical reposi tioning, with the need to consider organi zational
devel opm ent in the fl u id envi ronm ent of outsourci ng and col l aborative
partnerships.

Virtual organizations

The vi rtual organi zation i s not som ething that can sim pl y be bol ted on to
an exi sti ng organi zation; it requi res the devel opm ent of new types of
thi nki ng and perhaps new m anagem ent approaches. Al ternative
contractual m odel s m ay be needed, with a greater em phasi s on bui l d ing
i ndi vidual i zed proposi tions to m eet a m ore varied and dem andi ng
custom er base. These need to be sustainabl e and the adoption of
BS 1 1 000 can provi de the fram ework on whi ch to bui l d robust al l i ances.

We can expect to see the creation of vi rtual organi zations that can share
the infrastructure devel opm ent, whi l e retain ing thei r i ndi vidual custom er
base. These cl usters of com pl em entary ski l l s need not be l ocation-driven
and therefore can respond m ore readi l y to wi der m arkets. M eeting these
aspi rati ons and drivers – whi l e retain i ng control of the busi ness processes
and organizati onal output, together with the expectati ons of
sharehol ders – wil l create a di l em m a for m any organi zations and
consi derabl e com petitive advantage for others. There has been a
progressi ve m ove towards a network econom y (see Figure 22.1 ) that has
i ts roots i n the expl oitation of al l i ance rel ationships. I n this worl d,

Figure 22.1 – Moving to virtual integration
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dependence on trust becom es even m ore of a val uabl e com m odity in the
expl oitation of the potenti al benefi ts of al l iance operati ons and
stream l i ni ng of processes. Thi s i s not si m pl y about greater openness i n
the external rel ationships; i t i s a m ajor factor when consi dering the
harnessing of internal networks.

Superm arket banks or gas com panies sel l ing i nsurance are exam pl es of
devel opi ng the extended enterprise. In these cases the obj ective is to
com bine the speci al i zed ski l l s of one organizati on and expl oit it through
the custom er base of a partner. The concept can, however, be depl oyed
in m any aspects of business devel opm ent – creating al ternative outl ets,
l i nki ng ski l l s i nto al ternati ve sol utions or com bi ning ski l l s to address new
m arkets, or used to bri ng new com bined products or sol utions to m arket.

In m any cases the extended enterprise approach (see Figure 22.2) i s bei ng
adopted sim pl y to bui l d del ivery processes that are based on
com pl em entary capabi l i ties rather than investm ent and ownership. The
future offers the prospect of organizations being m ore constrained i n
their investm ent and needi ng to m ai ntain greater fl exibi l i ty. For som e
organi zations, the sol ution to these pressures m ay be sol ved through
m ergers but others are consideri ng the concept of virtual i ntegrati on to
address speci fic needs from R&D to m arket del i very. The m utual interests
of the parties establ i sh ing worki ng rel ationships are m ore fl exi bl e than

Figure 22.2 – The extended enterprise
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tradi ti onal m aster/servant contracti ng; and the process of the rel ati onshi p
devel opm ent focuses on outputs and targets rather than posi ti oni ng of
contracting l i abi l i ti es.

The pri ncipal driver behi nd m ost al l i ance approaches i s innovati on,
because the benefi t of external sti m ul us i s that the tradi ti onal constrai nts
of ‘the way we do i t around here’ are chal l enged by other organi zations.
External partners can often bri ng ideas from other i ndustries, which can
be adopted or adapted to stretch the current business profi l e and
offerings. Another dri ver i s the focus of the custom er l ooking for
sol utions to existing probl em s, or searching for the catal yst to seek new
opportuni ti es for them sel ves. In certain cases the push com es from a
need to m eet the chal l enge of com peti tor i nnovati on or si m pl y to
expand the resources and knowl edge avai l abl e to devel op new products.

By com bi ni ng the ski l l s, knowl edge and resources of di sparate
organizati ons it i s possi bl e to l ook beyond what we know today and
chal l enge the thi nki ng of the future, bri ngi ng innovation to a situati on
that m ay occur in future. Al l iances shoul d not sim pl y be focused on
expl oi ting sal es of tradi tional products or even com binati ons of products.
M arket focus i s cl earl y a prerequisite but short-term m arket share is l i kel y
to be a starting point for expl oi ting the ful l potenti al and reapi ng the
potential benefits of a m ore col l aborati ve approach. The danger in
adopting an al l i ance m odel that is purel y sal es-ori ented is that by its very
nature it has a l im i ted l ife cycl e and wil l quickl y m eet the sam e
devel opm ent pressures as the tradi ti onal business m odel . U nderstanding
the driver for an al l i ance is a cruci al factor i n the process of m odel l ing
the right approach – or indeed, decid i ng i f an al l i ance is the correct path.
I t i s l ikel y that the drivers for the al l iance partners (see Figure 22.3) m ay
be di fferent, whi ch is not necessari l y a constrai nt, provi di ng these are
ful l y understood and catered for wi thin the structure that i s adopted.

M arket
dem and

N ew
m arket

M arket
protection

Product
devel opm ent

Figure 22.3 – All iance drivers

Establishing the drivers for an all iance

I n consideri ng an al l i ance approach, organi zati ons m ust have cl earl y
reconci l ed why they are adopting such m odel s and question whether
they coul d achi eve the sam e resul ts without creating an al l i ance. There
need to be defi ned obj ectives in l ine with the overal l business drivers;
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these m ust be supported by the corporate busi ness pl an, wi th a focus on
which sector of the business wi l l depl oy the al l iance, or whether it is to
be a com pany-wi de program m e for a speci fic product or servi ce offering
wi th a cl earl y defined return on i nvestm ent.

Pera Training – case study

At the ti m e Pera Trai n ing was consi dering form al l y im pl em enti ng
BS 1 1 000 i nto our busi ness we were presented wi th an opportuni ty
to work wi th a prem i er m arque autom otive m anufacturer who
required up to 1 ,500 new staff to be recrui ted and trained as
Interm edi ate Apprenticeshi ps in Busi ness I m provem ent Techniques.
Tim escal es m eant that the onl y effecti ve way to del i ver against this
parti cul ar cl ient’s needs woul d be to col l aborate. So we took the
opportunity to i m pl em ent and gai n BS 1 1 000 certifi cation duri ng the
fi rst hal f of 201 1 .

Pera Train ing l ed a consorti um wi th TR 2000 (good apprenticeship
track record) and I ndustry Forum (part of the Soci ety of M otor
M anufacturers and Traders – SM M T). The com bined resources of the
three busi nesses enabl ed the l arge program m e to be del i vered. By
using the ei ght-stage approach of BS 1 1 000 we optim ized the
worki ng rel ati onshi p. Regul ar consortium m eetings coupl ed with
appropri ate updates to the ri sk regi ster gave a fram ework for
successful del i very of the program m e. By the nature of the del i very,
producti vity im provem ent val ue creation has been a focal point and
has yi el ded a high l evel of custom er sati sfacti on. Al so an i m portant
step was the articul ation of an exit strategy for the partners. Thi s
m anifested itsel f as a transparent review of future opportuniti es for
the partners to work together.

Final l y, the outputs from the consortium m eetings and ri sk regi ster
have been incorporated into the senior m anagem ent reviews wi thin
Pera Train ing. H ence the outputs from thi s l arge program m e at a key
strategi c custom er are di sti l l ed into i nform ati on that i s used at the
highest l evel of decisi on m aking within Pera Trai n ing.

Anne-M ari e Sm i th
M arketi ng Di rector, Pera Train i ng

The customer perspective

When devel opi ng al ternati ve approaches wi th al l i ances, organizati ons
need to take ful l account of the hol i sti c business envi ronm ent. M any
innovations or inventions do not m ake it to m arket because the concept
m ay be bri l l iant but the custom er val ue had not been val i dated. There
are three basic ways to change the busi ness profi l e: re-engi neer the
business, change the custom er’s perception of val ue or fi nd new
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custom ers. In each case it is the val ue to the custom er, not the i dea, that
wi l l dri ve i t forward. Establ i sh ing custom er val ue i s not sim pl y about cost
reducti on; i t has to be focused on the m arket drivers, for whi l e cost i s
never far from the custom er’s agenda it m ay not al ways be the prim ary
concern; so devel oping a profi l e of the custom er’s needs is im portant, to
focus where best val ue can be created and al ternati ves expl oi ted.
Bui l d ing an al l iance proposition m eans establ i sh ing the ri ght com binati on
of partners to del iver the prom i se. H ow wil l the custom er benefi t or was
the concept suggested by them ? Does the al l i ance address a current need
or is it intended to provide extended opportuni ty? I s the custom er
al ready engaged wi th others who provide products or servi ces through
al l i ances? It is i m portant to consi der the custom er’s pri nci pal risks in an
al l i ance proposi tion. The key to thi s wi l l l ikel y be vul nerabi l i ty from a
breakdown i n the al l iance, which i s where a val idated col l aborative
approach through BS 1 1 000 can offset concerns.

Establishing the value proposition

I nnovati ve thinki ng is often constrai ned by awareness of existing
l im i tati ons, particul arl y withi n organi zations; often new ideas are not
pursued because of a known l ack of resources or perceived l ack of
m anagem ent support. The potential wi thin the concept of al l iances is
that for the right i dea there are no resource or ski l l l i m itations, si nce
l inking with the appropri ate partners wi l l m ean that addi tional attri butes
can be i ncorporated – providi ng there is a m utual l y benefi cia l com m erci al
deal to be m ade.

Val ue creati on i s about i nnovati on and real i zation of what m ay have
been known by al l , but not recogni zed because of organizati onal
barri ers. This process of seeking out com peti ti ve edge can be through
col l aboration and i denti fyi ng a val ue propositi on that has a uni que
sel l i ng poi nt based on benefits – for exam pl e, cost, ti m e, process,
opti m ized resources, technol ogy or perform ance. The greatest
opportuni ty that can be derived from the integrated organization is in
the area of val ue engi neering. In m any organizations true opti m i zation i s
sel dom achieved. This m ay be due to the structure and styl e of the
operati on, because of the special ized nature of indivi dual production
units, or worse – the i sol ati on of external speci al ized provi ders. This l i m its
the scope for eval uating the overal l process, where predefin i tion of
requirem ents sets the trend l ong before the practitioners get invol ved.

Targeting the all iance

The appl i cation of an al l iance can be far-reachi ng i n both the pri vate and
publ i c sectors, as wel l as where these cross over. Al l i ances m ay cover a
broad range of networks, both internal and external . I t i s cruci al to
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understand the dynam ics of these rel ati onshi ps and to consi der short-,
m edium - and l ong-term perspectives by pl anning the i m m edi ate goal s –
but al so devel opi ng the approach for future obj ectives (see Figure 22.4).
I t is equal l y im portant to consider the internal networks that m ay be
invol ved, particul arl y when consideri ng al l i ances wi th gl obal custom ers or
partners, where l ocal issues m ay becom e a factor in creating success.

Business environment

The business worl d has al ways adapted to the dem ands of the m arket
and custom ers. The current di versi ty of opportunity and risk prom pts
organi zations to l ook at the al l iance approach, particul arl y where the
traditional m erger and acquisi tion routes are constrained. The vol ati l i ty
and need for fl exibi l i ty, together wi th a fast response to change, m eans
that custom ers want their providers to be m ore l ocal in real term s. These
dem ands and chal l enges can onl y be m et by a networked com m uni ty.
Creating an al l i ance operation can provide m any of the answers to these
ever-i ncreasi ng chal l enges, as i t al l ows organi zations to l i nk their
strengths gl obal l y without the encum brances of high l evel s of
investm ent. There can be a com binati on of gl obal reach, cul tural
understandi ng and connections without havi ng to devel op a whol l y
owned entity that m ay take years to del i ver returns. There are cl earl y
strategi c benefits, but these m ust be bal anced against the m arket,
together wi th short-term trai ni ng and knowl edge transfer needs. I n
devel opi ng an approach i t i s crucial to understand the m arketpl ace

Figure 22.4 – Innovation drivers
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withi n which the al l i ance wi l l operate and the m arket growth potenti al ,
opening up addi tional m arket opportuniti es or addressing i denti fi ed gaps
i n the m arket.

Internal capabil ity

Devel oping a strategic al l iance m ust take account of the organizati onal
structure that provides the fram ework for i nteracti on. The concept of the
corporate ‘si l o’ is not a new one but rem ains perhaps the biggest
obstacl e to col l aborati on, innovation and change. I nternal processes m ay
superfi cia l l y connect di visions or functional groups wi thin an
organizati on, but frequentl y these form al interactions conceal constraints
to knowl edge fl ow, where issues such as perform ance m easurem ent,
i ncentives and responsi bi l i ti es can restri ct the free fl ow of
com m uni cation. These constrai nts can be m ore difficu l t to counter
i nternal l y than wi th external operations, whi ch have cl ari ty of focus
withi n a col l aborative arrangem ent. Anal ysi ng the need for cross-fl ows of
knowl edge hel ps to i denti fy the key changes and program m es that m ay
have to be introduced, to ensure that knowl edge transfer and i nnovati on
i s em bedded in the operation rather than forced through by edi ct. I t i s
i m portant to recogni ze the potential for ‘si l os wi thin si l os’; when
consi dering these com pl icati ons, i t i s cl ear that when separate
organizati ons seek to devel op al l iances these internal si l os m ay constrain
knowl edge fl ows across organizational boundari es, thus affecting
i ntegrated processes and dam agi ng custom er confi dence.

Potential partners (existing or new)

I t i s becom i ng m ore com m on to see com petitors worki ng cl osel y together
i n specific ventures. Col l aborative integrati on has becom e a chal l enge for
m ost business operations, often l inking m ul tipl e entities withi n the val ue
chai n; i n m any cases the process of integrating internal l y can be even
m ore chal l enging than with the external rel ationships. The appl ication of
col l aborative fram eworks across the val ue chain can hel p in both
hori zontal and verti cal rel ati onshi ps to create val ue. Consider what the
i deal partner l ooks l ike to m atch the proposi tion: can they be drawn
from exi sting rel ati onshi ps or shoul d new partners be consi dered?

Risk management

The appreciation and understandi ng of ri sk (and thus effecti ve ri sk
m anagem ent) is som ething that has to be a fundam ental i ngredi ent in
the devel opm ent of an al l i ance, al ong wi th the train i ng and depl oym ent
of an al l iance team . The greater the di stance between team m em bers,
the harder it is to capital i ze on the natural fl ow of i nform ati on between
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pl ayers. Across the offi ce m any probl em s get sol ved or strategies are
evol ved wi thout form al processes needi ng to be i n pl ace; in the virtual
worl d the tradi tional risks rem ain but are com pounded by the diversity of
l ocati ons, organizations and cul tures. I t m ay be the actions of a partner
that preci pitate non-com pl iance or expose l iabi l i ties. The creation of j oint
ri sk m anagem ent team s (J RM Ts) withi n the team is crucial , since often
ri sk i s seen as a si ngl e person’s responsi bi l i ty and thus di l utes the focus.
Withi n an al l iance that is geographical l y separated there is a need to
have a ri sk centre to ensure exchange of i nform ati on to aid the overal l
m anagem ent focus.

Knowledge fusion

One of the key benefits that com e from integrati ng organi zations is
derived from shari ng knowl edge that com bines the attributes and ski l l s
of the partners; but it is al so the m ai n area of concern for those m ovi ng
into thi s arena. I n m any ways the unoffici a l sharing of knowl edge has
been taking pl ace since busi nesses started i nter-trading or ski l l ed
personnel m oved between the various com panies. There is m uch debate
around the whol e i ssue of intel l ectual property, which i s often founded
on perception rather than real excl usi vity, and the danger of gi ving up
the ‘fam i l y j ewel s’ in favour of short-term gain. Whi l e i t woul d be wrong
to m i nim i ze the need to protect core knowl edge, there shoul d be a
real i sti c perspecti ve when eval uating the potenti al benefits. M ost
knowl edge wi l l u l ti m atel y ‘creep’ i nto the publ ic dom ai n over tim e,
either through the m obi l i ty of personnel or through reverse-engi neering
of processes, so it is worthwhi l e undertaki ng a real i ty check before
m aking security a ‘show-stopper’ i n al ternative devel opm ents.

Corporate social responsibi l ity

Every busi ness operation has to recogni ze that one of the m aj or
chal l enges for the 21 st century i s the growing pressure towards m eeting
the goal s of sustainabi l i ty; there is al so the increasi ng focus on social
responsibi l i ty – how organi zations not onl y m anage and regul ate thei r
own perform ance, but al so their interfaces with other organi zations. For
the business worl d the com pl i cati ons of these m any-faceted aspi rati ons
create a m i nefiel d of pol itical pressure and social ri sk, extendi ng beyond
the obvious i ssues of environm ental pol l uti on and occasional bad
publ ici ty. M ost organi zations are sensitive to their social and
environm ental im pacts; integrati on can al l ow organizati ons to share
inform ation and optim ize processes to capi tal i ze on benefits and
contribute to the l ong-term environm ental chal l enges. I f there is a
corporate CSR strategy i n pl ace, it shoul d be shared wi th partners.

Chapter 22 – Alliance modelling

227



Managing integration

For suppl iers, customer relationships have a trading value and should be
the backbone of sustainable business. Relationships in business are vital
and, whi le not usual ly a negotiable commodity, they are ultimately more
important than many pure technologists would accept. The true nature
of business is more about the integrated nature of deal ings up and down
the value chain. Technology may be the catalyst but it i s only part of the
equation (see Figure 22.5).

G lobal technology l inks are now feasible for any group of companies,
large or smal l . Many international organizations already use this concept
internal ly to provide a virtual office environment across frontiers. The
wider impl ication and potential i s for complementary organizations to
integrate through the same technology; this has to be balanced against
clearly defined roles and responsibi l i ties for the al l iance partners,
recognizing national or cultural d ifferences. To drive the right behaviours
there should be al ignment of payment plans, incentives and individual
reward programmes, supported by agreed joint management and
reporting structures, and agreed approaches to assessment of personnel
experience and development needs.

Figure 22.5 – Technology versus people
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Organizational and cu ltural challenges

The past six decades have produced al ternative organizational i n iti atives
and each of these has brought with i t changes i n corporate structures. If
the contri butors of resources to al l i ances accept to som e extent a degree
of control l oss, then di fferent form s of governance and control can be
created for whatever period is necessary in the m anner that m ost sui ts
the m arket pressures. To achi eve i nnovati ve sol uti ons and recogni zing
their short-term i nterdependence, organizations m ay form special ist
groups that are sol el y driven by the m arket obj ecti ves – whi ch m ay
eventual l y encom pass thi s vi rtual concept as m ai nstream , ei ther ful l y or in
part. The virtual team can be structured wi thout creati ng the need to
com pl etel y reconfi gure the current busi ness m odel . I t can have i ts own
processes and rul es and si m pl y has to com pl y wi th the overal l governance
agreed between the partners.

Developing an all iance team

The rol e of l eadershi p is far m ore com pl ex today. N ot onl y does it have to
m eet the norm al dem ands of team bui l d ing and m oti vation; it has to be
achieved against the vari abl e background of tim e, power, di stance and
cul tural d iversity. Al l iance team ing wi l l not j ust happen; i t wi l l need
effective l eadership, executive support, i nnovati ve thinki ng and train ing
to expl oi t the ski l l s and resources that wi l l underpi n the val ue of the
al l iance, together wi th a focus on creati ng the envi ronm ent that al l ows
the rel ationships to fl ourish – that wil l be a core el em ent of success. The
identity of an al l i ance needs a brand; the key i ndi vidual s identifi ed under
an al l iance board and joi nt m anagem ent team wi l l need to have agreed
reporting l ines, supported by perform ance and rel ati onshi p
m easurem ents. I t i s equal l y i m portant to have the benefits of the al l i ance
com m unicated to the organi zati ons at l arge.

Risk, reward and investment

The BRITE i deas approach (benefi ts, real ism , i nvestm ent, train ing and
econom i cs) was introduced to ensure that al l iance groups tem pered thei r
im agi nation by refl ecti ng the real iti es of the business worl d . Ideas shoul d
be al l owed to run wil d, especi al l y in devel opm ent workshops, since
tom orrow’s profits com e from today’s crazy ideas. I t presents a
fram ework against which each i nnovati ve thought can be checked to
rati onal ize i ts val ue and potential ease of im pl em entati on. It wi l l a l so
ensure that as progress is m ade the foundation of a sol i d business case
can be presented.

• Benefits shoul d be quanti fiabl e and m easurabl e
• Realism ensures there i s a real i ty check on both practi cal i ty and ri sk
• Investment shoul d outl i ne issues of ti m e, resources and m oney
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• Training i s an i m portant factor that is often i gnored when suggesti ng
change

• Economics underpins every chal l enge and first anal ysis shoul d
support val idati on.

Exit strategy

There m ust be a robust process for devel oping a val id and effecti ve
i ntegrated al l iance rel ati onshi p, whi ch has i ts foundati on i n the busi ness
pl anning process of the potenti al partners. The al l iance devel opm ent
bui l ds through the establ ished stages of business pl anning to ensure that
the proposed approach is com patibl e wi th, and supports, the overal l a i m s
of the al l iance partners ri ght through to how they wil l effecti vel y
di sengage.

Conclusion

Al l iance busi ness m odel s m ay wel l open channel s to extended, fl exibl e
and networked val ue chains, creati ng com petiti ve val ue proposi tions that
expand and contract to m eet changing dem ands and specifi c custom er
needs. U nderpinning these al l iances wi l l be com m ercial arrangem ents
that wi l l expl oit the j oi nt capabi l iti es of networked cl usters. Al l i ance
enterpri ses need to be founded on the core principl es of BS 1 1 000 to
devel op a sound, stabl e and sustainabl e m odel and wi l l depend on a
soci al structure that i s very di fferent from the tradi ti onal boundary-based
busi ness cul ture. I nterdependence needs to be recognized and expl oi ted,
rather than perhaps a factor that m any organi zati ons rel uctantl y
m anage.

PART 3: Where?

230



Key messages

The successful adoption of al l iances, partnerships and consortia depends on the abi l i ty of the parties to work in an
integrated way that del ivers confidence and performance to the market. Table 22.1 provides key messages about al l iances,
partnerships and consortia.

Table 22.1 – Key messages for all iances, partnerships and consortia

BS 1 1 000 all iances, partnerships and consortia

Focus point Rationale

1 Alternative business models Col laborative approaches broaden the capabi l i ty of organizations to respond
to (pul l ) or propose (push) more complex propositions to meet the demands of
the market or specific customer chal lenges

2 Partner selection Choosing the appropriate col laborative partner can frequently ignore the
culture that wil l be a crucial ingredient for success; basing selection solely on
technical and financial strengths raises issues of whether the partners can
effectively operate as one entity

3 Business case development Gaining support for an integrated solution against a more traditional
operating model can increase internal constraints within each partner’s home
organization

4 Customer confidence Where an al l iance model i s being offered, customer confidence that
col laboration is integrated and robust is crucial
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5 Integration Effective governance i s a crucial requirem ent when consideri ng an al l i ance
propositi on to ensure j oi nt m anagem ent and del i very through com bined
processes and system s

6 Resource optimization Where m ul ti pl e partners are i nvol ved it is essenti al to ensure that resources,
rol es and responsibi l i ties are effecti vel y defi ned and al l ocated to create the
m ost effi cient operating m odel

7 Risk management The adoption of al ternati ve business m odel s i ntroduces the percepti on of ri sk
for a custom er and potenti al internal risks for the parti es

8 Speed to market Com pl ex rel ati onshi ps can take tim e to devel op; through BS 1 1 000
organizati ons have the opportuni ty to adopt a com m on understandi ng and
m ove m ore qui ckl y to optim ized i m pl em entati on

9 Interdependency I ntegrated m odel s create a hi gh degree of interdependency, whi ch needs to be
ful l y understood and m anaged effecti vel y through a m utual l y responsibl e
approach that harnesses joi nt capabi l i ty and ownershi p

1 0 Performance I n any busi ness venture del ivering the required outcom es i s cruci al ; but the
venture can often be dam aged by protectionism and bl am e cul ture, whi ch
diverts resources. A robust col l aborati ve approach ensures that transparency
and joi nt responsibi l i ty are establ i shed
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Chapter 23 – Collaborative maturity

H ow we see our own organi zation and how others see i t can
be very different, which can significantl y infl uence the
responses we generate or get back. Col l aborati ve m aturity is
the focus of this chapter. The im portance of understandi ng
both the internal m aturi ty and the proj ected profi l e for
col l aborati on needs to be seri ousl y consi dered, to ensure that
when transm i tti ng a col l aborative m essage i t wi l l create a
reaction based on your profi l e i n the m arket.

For any organi zation to be successful it m ust first understand i ts own
requirem ents and capabi l iti es before tryi ng to devel op them with an
external organizati on. I n m ost cases, the fai l ure of external rel ationships
can be di rectl y rooted in a fai l ure to understand or devel op an internal
route m ap. This l ack of cl arity l eads to confusion and m i sdirection, whi ch
i n turn wi l l resul t i n the fai l ure of those outsi de the organizati on to
appreciate the i m pl i cations of their own acti ons. I n a col l aborative
rel ati onshi p the benefits ari se from expl oiting the i nterfaces between
organizati ons and the abi l ity of disparate groups to focus on com m on
objecti ves and i m pl em ent a joi nt program m e.

The concept of partnering and col l aborati on has reached a l evel of
m aturity withi n m any organizati ons i n the business com m uni ty, together
wi th the recogni tion that rel ationship m anagem ent form s a crucial part
of the business network. H owever, the adopti on of col l aboration can be
constrai ned by a num ber of factors that create obstacl es to
i m pl ementation. Thi s si tuation i s observed both i n the publ ic and private
sectors and ari ses through a num ber of com m on param eters, such as
tradi ti onal thinki ng and processes, l evel s of understanding and
experi ence, l egal fram eworks, accounting and audi ting concerns and
regul ation.

Col l aboration between organizati ons provides a val uabl e envi ronm ent to
evol ve from today’s com m ercial needs i n response to the future l ikel y
i m pacts. In this envi ronm ent the devel opm ent of a m ore tangi bl e
benchm ark pl atform for devel opm ent of col l aborati ve i ni tiatives shoul d
be a crucial part of any l ong-term strategy. The appl i cati on of a m aturity
assessment wil l provi de a basel ine and consistent benchm ark to
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understand both the internal devel opm ent needs and the profi l e bei ng
proj ected towards potential partners – whether custom ers, suppl i ers or
al l iance partners.

BT G lobal Services – case study

The £ m ul tim i l l ion col l aborative partnership between the City of
Edi nburgh Counci l and BT began i n 2001 when BT becam e the
Counci l ’s strategic partner and suppl ier of I CT servi ces. In 2008 the
contract, in itia l l y for 1 0 years, was extended for a further 5 years
unti l 201 6.

With cost savi ngs and effi ciencies at the top of the agenda, the City
of Edinburgh Counci l was considering outsourci ng m ore of i ts
servi ces. H owever, due to its l ong-standing partnershi p wi th BT, the
Counci l recognized that the adopti on of a recognized i ndustry
standard for col l aborati ve worki ng woul d benefit both parties. The
endorsem ent woul d al l ow BT to dem onstrate to other custom ers
both its com m i tm ent to partnerships and i ts standing i n the
m arketpl ace, and the Ci ty of Edi nburgh Counci l woul d be abl e to
bui l d upon an existing and robust I CT pl atform .

‘Our strategy focuses on three key areas – custom er servi ce del i very,
cost transform ati on and investi ng for the future. These three areas
are the bui l d ing bl ocks for m aki ng BT a better business. The better
we serve our custom ers, the l ess ti m e and m oney we spend on fixi ng
faul ts and by transform ing our costs we create new opportuniti es for
investm ent in our future. ’ To achi eve this BT has successful l y
dem onstrated i t m eets best practice in term s of col l aborative busi ness
rel ationships, fol l owing ri gorous assessm ent of its 1 1 -year ICT
partnership; and it was the fi rst ICT com pany to gai n certi fication to
BS 1 1 000. I t i s al so the first tim e the standard has been awarded to a
l ocal authori ty partnership.

The col l aborati ve work started in 2006, which determ ined how wel l
the parti es are al i gned across a spectrum of i ssues. Wi th m ost of the
operational requi rem ents al ready i n pl ace, from the fi rst gap anal ysis
to recei ving the certificate onl y took around four m onths, thanks to
the foundati ons that had been l aid .

The Smart Ci ty Partnership provi des a springboard for innovation and
new business opportunities as wel l as m ore effi cient services, which
save BT and i ts partners ti m e and m oney. Com pl ying wi th the
standard hel ps both BT and the Counci l in term s of credibi l i ty and
brand reputation, as it dem onstrates best practice col l aborati ve
working. Col l aborati ve worki ng wil l enabl e the partners to i denti fy

PART 3: Where?

234



and m anage joi nt ri sks better and i m proved processes wi l l a i d the
i nducti on of new staff on ei ther side of the partnership.

Bri dget Tayl or,
Director of Strategy and Engagem ent
BT G l obal Services

I t i s i m perati ve that organizations i nvest the tim e to em bed col l aborative
approaches in thei r busi ness processes and the ethos of the organizati on.
The i m pacts on any busi ness rel ati onshi p extend throughout an
organizati on, so i n eval uati ng a potential partner or presenting your
organizati on as one that em braces col l aboration i t i s i m portant to assess
and val i date the approach. Creating an effective strategy m ust be based
on a firm foundati on of capabi l i ti es and sound assessm ent of the arena
that wil l be encountered. Im pl em enting a repeatabl e m aturity assessm ent
process wi l l provide a quantitative phased review, within which
organizati ons can eval uate and devel op a system atic approach to
com pl em enting their capabi l i ti es, and provi de val i dation to prospecti ve
partners. I t i s often difficu l t to assess the underl ying col l aborative cul ture
of organizations and to create a repeatabl e m easure that can be
depl oyed throughout the l i fe of a rel ationship. The im pl em entation of an
extended enterpri se i ntroduces a num ber of additional factors to the
whol e process of partner sel ecti on, based on the degree of
i nterdependence. I n a col l aborative envi ronm ent the partner is
i ntegrated into the overal l process and therefore the sel ecti on criteria
m ust be extended to eval uate the strengths and weaknesses, as wel l as
the risks this rel ationship m ay create. BS 1 1 000-1 incorporates a m aturi ty
m atrix rel ative to the standard, which i s further am pl ifi ed in BS 1 1 000-2
guidance publ ished i n 201 1 . These aim to al l ow organizations to refl ect
on their l evel of al ignm ent with the standard.

Maturity assessment

M ost assessm ent processes for external organizati ons are general l y
focused on the abi l ity of m ai ntain ing a degree of arm ’s-l ength
contracti ng. In a col l aborati ve rel ati onshi p the partner m ust not onl y
m eet the perform ance criteria; they m ust al so be abl e to adapt to suit
the dem ands and stresses of being an i ntegral part of the busi ness
process. There has to be a recogniti on that the i nternal profi l e of the
in i tiati ng partner m ust i ntegrate wi th thei r partners to support the
col l aborati on chal l enges. The attributes of an organi zati on that are
norm al l y eval uated (such as capabi l ity, resources, ski l l s and qual ity
program m es) rem ai n a key el em ent of the assessm ent, together wi th the
com m erci al conditions that form the basics of a contract. H owever, these
issues are onl y the starti ng point from which to bui l d up a profi l e that
can be benchm arked agai nst a m ore i ntegrated rel ationship.
Organizations m ay have the attributes to del i ver a sound propositi on,
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and they m ay wel l have establ i shed a perform ance record that supports
their abi l i ty to m eet the requi red perform ance. Often, however, they
have not progressed in devel oping the appropriate cul ture that woul d
enabl e them to fit into the busi ness process of another organizati on. The
abi l ity to adapt and present a fl exibl e profi l e is cruci al when consi dering
bri ngi ng them i nto di rect contact wi th i nternal or external custom ers.

The m ore subjecti ve eval uati on rests on tryi ng to identi fy the attitude of
the partner. This does not m ean the corporate im age – it m eans
understanding their i nternal cul ture. In m any cases the choi ce m ay be
di ctated by historical experi ence, confl i cts with com petitor program m es
or special ized knowl edge. The first ventures into the col l aborati ve
approach m ay be bui l t around organizati ons that al ready have a
l ong-term rel ati onshi p in pl ace. The danger wi th thi s i s that past practice
rol l s over i nto the new rel ati onshi p, without adding val ue or val i dating
the com petiti ve responsi veness of the potenti al partner.

A maj or factor in the anal ysi s of the ethos of organizations i s to ensure
that they have the potenti al to bui l d processes across the corporate
di vides; these key attri butes m ust form part of the strategi c profi l e that i s
devel oped and m apped agai nst prospecti ve partners. The ai m of
adopting a m aturity assessm ent i s to establ i sh a consi stent, identi fiabl e
and m easurabl e approach that recognizes the benefits of devel oping
col laborative rel ationships, whi l e appreciating that every organi zati on i s
unique, and i s onl y a part of the wi der strategic drivers for these
organizati ons. I t shoul d be based on establ i sh ing a benchm ark of best
practice, which can be recogni zed throughout the trading com m unity,
whether publ ic or private, and wi l l provide val ue to overseas
organizati ons seeki ng to trade with or provi de servi ces to organi zations.
Outward-l ooki ng organi zations are wi l l ing to col l aborate and wi l l be
proacti vel y engaging custom ers, suppl iers and stakehol ders, whi l e
forward-l ooking organizati ons wi l l be constantl y chal l engi ng thei r
posi tion and products to i m prove business perform ance and wil l seek
external stim ul us.

The pri ncipal aim of any assessm ent i s to provide an effective fram ework.
The M AP (m aturity assessm ent program m e) approach (see Fi gure 23.1 )
was devel oped wi th the ai m that it wi l l com pl em ent the existing
activities of organizati on(s) and the appreci ation of the appl ication to
i m prove m arket profi l e. M AP provi des a benchm ark for any organizati on
that is invol ved i n or seeki ng to devel op a col l aborati ve rel ationship, wi th
the obj ective of bui l d i ng confi dence and a com m on understandi ng of the
pri ncipl es. The tripl e ‘A’ m odel provi des a cl ear i ndi cation of an
organizati on that has ful l y integrated col l aborati ve rel ationship
approaches in to its operating m odel .
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Attributes Abil ity Attitude

A

Operational
processes are wel l

defi ned and
i ntegrate

col l aborati ve
approaches

There i s a high
l evel of experience

at al l l evel s
focused on

effective
col l aborati on

There is cl ear
corporate

com m i tm ent and
l eadership that

cascades
throughout the

operati ons

B

There is l i m ited
appl i cati on of

shared processes
and perform ance

i ndi cators

There are
i ndi vidual s at

vari ous l evel s that
have dem onstrabl e

ski l l s i n
col l aborati on

There is evidence
of successful

i ndi vidual
col l aborati ve

program m es i n
effect

C

There are robust
i nternal processes
and perform ance

i ndi cators

There i s
appreci ation of

col l aborative
approaches but a

l ack of ski l l s

There i s
appreciati on at
the operati ng

l evel of the val ue
of effective

rel ationships

D

Operates with a
tradi ti onal

contract and
procedural based

approach

N o appreciati on of
a practi cal

approach to the
val ue of

rel ationships

Onl y operates a
robust and

effecti ve
arm ’s-l ength
contracti ng

approach

Figure 23.1 – Maturity assessment

The profi l es i ncl uded at the end of this chapter capture the key el em ents
of a com pany’s characteristics that woul d refl ect organizati ons that have
col l aborati on em bedded i n the cul ture of thei r operati ons. The m aturity
assessm ent approach provides a basis for highl i ghting the underl yi ng
ethos of an organization and its wi l l ingness to work col l aborativel y. In
devel opi ng either internal col l aborative capabi l ity or assessi ng partners’
m aturi ty, it is necessary to eval uate the operational pl atform , which can
be part of an im pl em entati on or sel ection process.
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Attributes (the organization’s operational platform)

Bri ngi ng two or m ore organizati ons together requires that they have
establ ished processes under whi ch they can devel op and integrate their
approach. U nl ess col l aborative approaches are integrated i nto the
organizati on’s busi ness pl ans and obj ecti ves they wil l be constrained by
i nternal barriers. The m ain areas of attributes that need to be i n pl ace
are as fol l ows.

• Recogni ti on of custom er needs, requirem ents and concerns: it is
cruci al to ensure that partners understand the com m on drivers.

• Suppl y chai n m anagem ent: thi s i s a crucial aspect of business
perform ance and an area that can be jointl y expl oi ted to enhance
perform ance. Col l aborative working requires not onl y i nternal
i ntegration of pl anni ng, but al so the abi l i ty to bl end pl anni ng
requirem ents across organizati onal boundari es. Interdependence puts
col l aborative partners at ri sk i f there is not a com m on focus on
del i veri ng qual i ty; such program m es al so provi de assurance that
i nternal processes are rigorousl y fol l owed.

• Peopl e devel opm ent: the chal l enges of col l aborati ve worki ng are
m any, but the prim e cause of fai l ure wil l be down to peopl e.
Organi zati ons that focus on the ski l l s and capabi l i ties of the staff wi l l
have ski l l s devel opm ent program m es i n pl ace. As col l aborative
working is introduced, i t wi l l probabl y resul t in som e changes of rol e,
so it is im portant that organizati ons have a cl ear perspective of their
starti ng poi nt.

• Ri sk m anagem ent: this is both an opportunity and a chal l enge for
col l aborative working; thus an organizati onal focus on risk is crucial .
I ntroduci ng col l aborati ve approaches requires organi zati ons to
understand the dynam i cs – both cul tural and regul atory – of the
m arkets withi n which they operate.

Abil ities (the organization’s capabil ity and experience in
collaboration)

Col l aborative working can chal l enge m any of the establ i shed working
practices and thus need to be robustl y supported from the executive
l evel . The m ai n areas rel ati ng to abi l i ti es are as fol l ows.

• Com m unication: changing the way organi zations operate can be
di sruptive, and thus i t i s i m portant that those directl y or indirectl y
i nvol ved are i nform ed of the val ue of col l aborati on through effective
i nternal com m uni cati on. Custom ers wi l l be the reci pi ents of
col l aborative program m es and i t i s i m portant that organi zati ons have
effecti ve interaction to articul ate the benefi ts and opportuni ties.

• Ski l l s devel opm ent: this is cruci al when i m pl em enting any
organizati onal change and organi zations that have robust assessm ent
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and trai ni ng m odel s refl ect a strong focus on ski l l s, capabi l i ties and
behavi ours. H ow organizations treat thei r suppl i ers i s a strong
indicator of the nature and cul ture of the operations.

• Conti nuous i m provem ent: col l aborative working m ust be focused on
addi ng val ue and organi zati ons that prom ote conti nuous
im provem ent refl ect a capabi l ity to adopt change m ore readi l y.

• Knowl edge sharing: col l aborati ve worki ng is based on sharing
knowl edge and inform ation. Organizati ons that are insul ar i n their
approach to external bodies wi l l tend to be rel uctant to em brace the
benefi ts of al ternative busi ness m odel s. Integrated busi ness m odel s
wi l l inevi tabl y l ead to operati onal changes of processes, rol es and
responsibi l i ties; those organizations that are hesi tant to change wi l l
be hard to i ntegrate.

• Behavi ours: these are a key aspect of col l aborative program m es and
m anagi ng rel ationships is often ignored; those that recognize the
benefi ts are ahead of the curve.

Attitude (the organization’s ethos and cu lture)

Col l aborati ve worki ng creates interdependence and thus those that
participate need to have a cl ear focus on their own vi sions and val ues in
sel ecting partners. The key areas around atti tude are as fol l ows.

• Chal l enging the status quo: col l aborati ve worki ng wil l chal l enge the
status quo i n m any organizati ons and m anagem ent needs to be
accessi bl e to those who need coachi ng and m entoring. Organizati ons
that are acti vel y aware of thei r i m pact on the worl d around them
wi l l by nature be outward-l ooki ng and thus recepti ve to working
col l aborati vel y.

• Targeti ng resources for m axim um val ue: understandi ng the optim um
focus for the business al l ows organizations to target resources
towards those operations that del i ver m axi m um val ue.

• Com m uni cati ng with stakehol ders: organi zati ons that acti vel y engage
their stakehol ders have the confidence to com m uni cate effecti vel y
and openl y and wil l thus fi nd col l aborati ve engagem ent m ore
com fortabl e.

• Future val ue creati on: this shoul d al ways be the driver for any
rel ationship and those organizations that prom ote continuous
innovation wi l l be broadl y open to working col l aborativel y.

• Val ue chain: integration through col l aborati on has to be focused on
m utual benefi t and optim izati on of resources; therefore a recognized
approach to val ue chain principl es refl ects an organi zati on that
understands the core benefi t of col l aborati ve worki ng.
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Conclusion

Col laboration may not be new, but the historical approaches have
frequently fai led to recognize that the complex relationships between
organizations and their people seldom happen by absorption alone.
Bui ld ing the internal platforms that wil l support success and drive
through the organizational changes, i t may be necessary to establ ish the
level of maturity that exists and then monitor this to gauge the level of
improvement required. When evaluating and selecting the right partners
to work in the col laborative programme, the same degree of rigour is
required both initia l ly and over time to ensure the blending of
organizations, resources and capabi l ity to del iver success. The MAP model
and the Maturity Matrix provide a basis that can be used in these
situations, to gauge the underlying ethos of organizations and their
integration of the l ife cycle model , to improve performance and (where
appropriate) help to focus implementation of BS 1 1 000. Where
organizations are working together, these same models can become
equal ly useful for measuring ongoing joint development.
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Table 23.1 – MAP questions

Creating a col l aborative profi l e

1 . M ark each el em ent A (high) – D (l ow) based on your organi zation’s approach and effecti veness
2. Agai nst each of the three aspects Attributes/Abi l ity/Atti tude total the num ber A’s, B’s, C’s and D’s
3. Taki ng the highest num ber i n each case insert the appropriate l etter i n the box bel ow (note if equal use l ower l etter)

ATTRI BU TES ABI LITY ATTI TU DE

Establ ished business
processes in pl ace

A B C D
Effecti ve and open
l eadershi p

A B C D
Corporate vi sions and
val ues publ icl y visibl e

A B C D

Business pl an
incl udes
col l aborative
approaches

A B C D
Robust and effecti ve
internal
com m uni cati on

A B C D
Open and vi sibl e
m anagem ent

A B C D

Custom er
m anagem ent
program m e in pl ace

A B C D
Effecti ve custom er
rel ationships’
approach

A B C D
Corporate strategy
i ncl udes col l aboration

A B C D

Suppl ier
m anagem ent
program m e in pl ace

A B C D
Strong focus on
internal trai n ing
needs

A B C D
Business excel l ence
benchm arking i n
operation

A B C D

C
h
a
p
te
r
2
3
–
C
o
lla

b
o
ra
tiv

e
m
a
tu
rity

2
4

1



Integrated pl anning
process in pl ace

A B C D
Effective suppl i er
rel ationships

A B C D
Defined sustainabi l i ty
program m e in pl ace

A B C D

ISO or equi val ent
qual i ty program m e
in pl ace

A B C D
Operati onal
partnering
program m es ongoing

A B C D
Operational strategi c
account m anagem ent

A B C D

Key perform ance
indi cators i n pl ace

A B C D
Conti nuous
im provem ent
program m es in acti on

A B C D
Strong com m uni cations
wi th external
stakehol ders

A B C D

Staff train ing
program m e in pl ace

A B C D
Ongoing regul ar
external interface
acti viti es

A B C D
Com pl ai nt and dispute
m anagem ent process

A B C D

Partnering
program m e in pl ace

A B C D
Change m anagem ent
program m es in
operation

A B C D
Custom er partnering
program m e in
operati on

A B C D

Cl earl y defi ned rol es
and responsibi l i es i n
pl ace

A B C D
Rel ati onshi p
m anagem ent train ing
in effect

A B C D
Suppl i er partneri ng
program m e in
operati on

A B C D

Risk m anagem ent
program m e in pl ace

A B C D
Internal /external
business review
program m es

A B C D
I nnovati on program m es
i n operation

A B C D

P
A
R
T
3
:
W
h
e
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?

2
4
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Sound market
knowledge and
expertise

A B C D
Clear focus on R&D
and future product
del ivery

A B C D
Value chain focus
across the organization

A B C D

Total Total Total

Attributes Abi l ity Attitude

Current col laborative profi le

C
h
a
p
te
r
2
3
–
C
o
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b
o
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e
m
a
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2
4
3
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Chapter 24 – Mergers and acqu isitions

M ergers and acquisi ti ons (M &A) are arguabl y the qui ckest ways
to grow a com pany; equal l y, however, they can al so be a
hi gh-risk strategy, as discussed in thi s chapter. Organizati ons
often negl ect to consi der the potenti al issues beyond fi nanci al
stabi l i ty, techni cal acquisiti on or extended m arket reach. What
is apparent is that m ost m ergers fai l to del iver on their
prom ise. One of the m aj or i ssues i dentifi ed through research
into thi s area of business activi ty i s the fai l ure to recogni ze the
potenti al i ssues of bri ngi ng together two organizati ons wi th
incom patibl e cul tures. I n this context the integrati on is sim i l ar
to that of an external partnership and thus m any (i f not al l ) of
the aspects of BS 1 1 000 l end them sel ves to thi s environm ent.

There are a vari ety of reasons why organi zations use acqui sitions and
m ergers to devel op thei r operati ons, but strategi c i m peratives can often
cl oud the issues and the chal l enges that m ay define the success or fai l ure
of such ventures. Traditi onal l y there wi l l m ost l ikel y be a si gni fi cant effort
directed towards due di l i gence, whi ch hi stori cal l y focuses on financial
aspects, val idati on of l i abi l i ti es and assessm ents of goodwi l l . What i s
com m onl y assum ed (particul arl y in ti m es of austeri ty) is that m any
opportuni ties ari se out of econom i c pressures – whi ch m ay or m ay not be
good val ue. In devel oping M &A strategi es i t i s cl earl y im portant to
understand the dri vers, then structure the approach accordingl y.
Experi ence, however, does point to a key aspect of success being the
i ntegration of organizations that m ay previ ousl y have even been
com peti tors. In this chapter the author woul d specifi cal l y l ike to
acknowl edge the research work done by Rachel Kessl er, Mergers and
Acquisitions: a study on collaborative working;1 5 there are m any works in
this area, but this study was speci fical l y devel oped around BS 1 1 000
concepts.

The prospect of acqui sition can be outwardl y very attracti ve; subj ect to
the com m ercial investm ent m odel , the capturing of assets, resources and
m arkets creates the possi bi l i ty of im m ediate growth and m arket
col l ateral . H owever, i n m ost cases i t i s associated with a high degree of
ri sk rel ati ng to the parti es’ abi l i ty to harness these benefi ts and

1 5 A paper prepared for the In stitute for Col l aborati ve Workin g (ICW) M arch 201 1 :

www.in stituteforcol l aborati veworki ng.com /i ntern _reports.htm l
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harm oni ze the operati ng m odel s to capi tal i ze on the potenti al . I t has
frequentl y been seen that the fi nanci al m arkets offer thei r own opi ni ons
and val uations on the potential M &A proposi tions, which often present a
signifi cantl y di fferent perspecti ve from those that internal l y drove the
strategy forward. An option whi ch is l ess frequentl y used as a precursor
to the ful l acquisiti on or m erger di recti on woul d be the adoption of an
i nteri m m odel based on devel opi ng col l aborati ve m odel s. These
al ternati ve business m odel s have the potential to del i ver m any (if not al l )
of the benefits of l inking two organi zati ons – but wi th a l ess risky
i nvestm ent strategy.

G eneral l y the term ‘acqui si tion’ can be appl ied to those transactions
where prim ari l y one party i s seeking to acquire the assets of another, for
strategic or m arket devel opm ent objectives – a ‘takeover’. An exam pl e
coul d be the m ove by Kraft to acquire Cadbury to break in to the U K
chocol ate m arket. I n m ost cases these wi l l be seen as hosti l e takeovers,
where the pri m e m over is princi pal l y interested in assets rather than
synergi es. M ergers, on the other hand, can be about vertical l y absorbi ng
capabi l ities into another organizati on or a m utual m ergi ng of two
organizations to devel op and enhance m arket posi ti on, whi ch wil l be
benefi cia l to both parti es by expl oi ting synergi es. These woul d typi cal l y
be i n rel ated industri es or m anufacturing fiel ds where assets can be
j ointl y harnessed. For exam pl e, i n the 1 999 m erger of G l axo Wel l com e
and Sm i thKl i ne Beecham , both com pani es ceased to exi st when they
m erged, and a new com pany, G l axoSm ithKl ine, was created. There is al so
another opti on: this is the acquisiti on of consum er networks whi ch can
be expl oi ted by paral l el sel l i ng – for exam pl e, the U K tel ecom m unicati ons
provi ders T-M obi l e and Orange m erged to share their network.

I n each case there is one factor that i s com m on: this is the abi l i ty of the
organizations to create an effective integrati on of assets, resources,
peopl e and cul ture. One of the m ost cl assi c exam pl es i n recent tim es was
the m erger between Tim e Warner and AOL whi ch was heral ded as
perhaps the m ost signifi cant m erger of the 20th century. Both
organizations were extrem el y successful ; i t was positioned as a m erger of
equal s. G iven the m edia reach and internet coverage, the com bi ned
organizations were potential l y seen as outstanding. There were, without
doubt, som e strong egos invol ved; this m ay have been the fi rst si gn that
m erging coul d have i ts di ffi cu l ti es. There were al so significantl y differing
views, both i nternal l y and external l y, on the nature and cul ture of the
two organizati ons – AOL bei ng entrepreneuri al , West Coast and l ess
sophi sticated than Tim e Warner, whi ch was establ i shed East Coast and
intel l ectual . The pressures of these confl i cts eventual l y l ed to the reversal
of the m erger and significant financial l osses al l round.

The m essage i s cl ear: what perhaps l ooked l ike a good and sound
financial propositi on im pl oded, not because of the m arket, but because
of the i nherent internal stresses that the di verse cul tures and egos
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created. I f we l ook to an al ternati ve val ue posi tion, then com bined
capabi l ity between these two giants coul d have been forged through
col l aboration and partnershi p. I n this m odel the appropri ate synergies
coul d have been harnessed and integration woul d have been on an ‘as
required’ and structured basis, rather than a ful l -bl own m erger. I ndi vidual
i denti ties coul d have been m ai ntained whi l e expl oi ting resources, ski l l s
and m arket reach as appropri ate. External pressures woul d have been
reduced, further enabl i ng the organi zations to progressivel y devel op
cross-capabi l i ty. This case i s certain l y one of the m ost high profi l e, but
does highl i ght the potential dangers of m ergers; it suggests that broader
consideration is given to downstream i ntegration before taking these
m aj or steps.

Drivers

The reasons for approachi ng M &A are m any. Li ke any rel ationship
devel opm ent, they need to be ful l y understood and assessed before
setti ng obj ecti ves, which m ay cl oud decisi on m aking – even at the hi ghest
l evel s of organi zations. Where publ ic com pani es are concerned, they
cannot sim pl y decide to announce a hosti l e takeover or propose a m erger
wi thout invoking a consi derabl e am ount of regul atory com pl i ance,
im pacts of custom er confi dence and (for that m atter) the perform ance
im pacts and im pl ications of tal ent l oss. So, understanding the rati onal e
and setti ng the param eters are crucial . Exam pl es of these dri vers are
shown in Tabl e 24.1 .

Table 24.1 – Drivers for mergers and acqu isitions

Growth Product
development

Diversification

M arket share
M arket reach
Econom ies of scal e
Asset optim i zati on
Resource reducti on
Custom er access
I ncreased capabi l ity

Technol ogy
acqui sition
J oint new product
R&D
IPR
Ski l l s and
experience
Product
harm oni zati on
Integrated sol utions
Com peti ti on
di l uti on

Custom er
expl oi tati on
Paral l el m arketing
Cross-ferti l izati on
of ideas
Service support
Paral l el capabi l i ties

What i s i nteresti ng is that, when considered outsi de scenarios of
corporate ego, m ost (i f not al l ) of these obj ecti ves can be achi eved
through an appropriate col l aborative rel ati onshi p wi thout the com pl ex
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l egal and regul atory m i nefi el d of M &A. Thi s m ight be without the ful l
real ization of com m ercial benefits, but certai nl y there woul d be a hi gh
degree of val ue and substanti al l y l ess ri sk. H owever, whatever the opti on
of col l aborati ve m odel s, the strategy to be depl oyed m ust be cl earl y
focused on the key outcom es. For exam pl e, where the driver is capture of
assets, then acquisi tion i s the m ost l ikel y course where the resources are
l ess of a consideration. But where resources are a key considerati on, then
an effecti ve m erger that retains those capabi l i ties is m ore appropriate. I n
al l cases, the i m pl i cations of any action that is in i tiated m ust al so be
consi derations i n the l ikel y success of the m erger – recognizi ng that i n
numerous studi es such success i s reported to be perhaps as l ow as 20 per
cent.

Benefits

The benefits of m erging any two organi zations can be equal l y varied and
wil l refl ect the strategic drivers, i f executed effecti vel y. I n today’s m arket,
econom ies of scal e and cost reduction are l ikel y to be m ajor
consi derations. Acquiring ski l l ed resources that are al ready i n pl ace can
provi de a rapid growth in capabi l ity and reach. Si m i l arl y, the com bini ng
of buyi ng power and harm oni zation of sourcing can be an earl y wi n.
Reductions i n resources can be benefici a l , but this general l y takes tim e to
i m pl em ent and can on occasions be fraught with obstacl es. H owever,
experi ence woul d al so suggest that identifying and gai ning practi cal
access to these potential savi ngs can be very m uch dependent on the
wil l ingness of those wi thin the organi zation to share i nform ati on. Cl earl y,
ownershi p and di recti on can be establ ished; but, dependi ng on the
nature of the approach, i t m ay take ti m e to harm onize and real ize these
benefits. The m ore acrim onious the venture, the m ore ti m e needs to be
al l owed to harness the potenti al .

Cl earl y, the bi ggest val ue withi n any organi zation i s i ts hum an resources,
ski l l s, knowl edge and capabi l i ty. The potential benefits or percei ved risk
at an indivi dual l evel can be a m ajor factor in the success of any m erger.
There i s sel dom a m erger of equal s, even when corporatel y decl ared;
there is l i kel y to be one party m ore dom inant than the other. Thi s creates
the perception of biases being devel oped and the potential for key
pl ayers to seek safer ground. Access i nto new m arkets can open up
signifi cant growth potenti al ; but again, since these m arkets m ay have
been devel oped over ti m e, there wil l be val uabl e rel ationships and
reputati ons establ ished that wil l need to be refocused to a greater or
l esser degree. I t can be particul arl y di ffi cul t when the m erger invol ves
previ ous com petitors. Ol d l oyal ties can be a key factor that governs earl y
returns. The benefi ts from technol ogy harm onization, i ntegrati on and
future devel opm ent m ay be vast, but am orti zing these wil l take ti m e.
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Where the driver is purely acquisi tion, this may be less time-consuming –
but it does depend on the abi l i ty to accl imatize and integrate these
technologies. This is often implemented by personnel who do not see or
share the bigger picture or who fear for their own long-term stabi l i ty.
Asset-stripping may be seen as a short-term benefit from M&A, but
frequently these strategies falter when it comes to dismantl ing
operations where individuals have a personal vested interest. This i s
particularly true in western industria l areas where social , legal and
regulatory controls can introduce a wide range of obstacles.

Risk

When a merger strategy is being in itiated there wi l l be consideration
about the risks involved. This tends be on two levels: fi rstly, the risks
associated with declaring intent, and then the impl ications of establ i sh ing
a market position. Acquisi tions and mergers can be costly, not just in
terms of the purchase price, but al so in consideration of the market
perceptions of investors, regulators, customer confidence and personnel ,
a l l of which can (and probably wil l ) have an impact on current
performance. The longer the acquisition battle (if there is one), the more
difficu lt the value proposition is to sustain. Time, therefore, is the key to
successful merger strategies, but this al so has to pre-empt the
stakeholder impl ications. Perhaps the biggest risk comes from uncertainty
at the trading level , where customers become unsettled by the impacts of
transition – and perhaps even more, that key personnel seek to protect
their own positions by ‘jumping ship’ for a more stable option. Whi le it
may be external ly possible to val idate technology benefits and take a
commercial perspective on visible assets such as property and equipment,
it is less easy to ful ly appreciate the complexities of personnel assets. Key
designers and executives may be visible, but in many organizations the
ful l dependence on key personnel at many levels may be shielded by the
outward perception of an organization. Many wi l l be fami l iar with the
sub-strata within organizations that compensate for operational
weaknesses. Lose these and the operational machine starts to creak.

Tangible assets can be relocated or sold off, as can non-core parts of the
business. People, on the other hand, can be a significant di lemma.
Rational ization of two businesses is never a comfortable environment.
The vulnerabi l i ty of assets is frequently not their market value but their
performance, which can decl ine rapidly in the face of change. Thus the
planning and due di l igence processes need to look beyond the obvious
appraisal s and seek to prioritize the post-merger plans. Too often the
premise for a merger is supported by offloading non-key assets; but the
post-merger activity is centred on optimizing the key assets, leaving the
rest to progressively be dispersed – which is most l ikely to lead to a
reduced asset value. What is clear is that in the merger and acquisi tion
arena, relationships on al l levels become a crucial ingredient for success.
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N ot the l east of these i s the potential bl endi ng of organizati ons, where
retain ing key capabi l ities and targeting j oi ntl y towards new or expanded
m arkets i s a key success factor.

Cu ltures

This rai ses the question of eval uating the cul tures of organi zations and
the potenti al to integrate these i nto a newl y defined com posi te
operati onal m odel . As was highl i ghted earl i er i n the Tim e Warner–AOL
case, to m ost onl ookers the dangers were obvi ous and m any peopl e
questi oned the val i di ty of the m erger. The busi ness strategy m ay have
been strong, and certai nl y the financial potential was significant, but i ts
real ization was in questi on from the outset. Where organi zati ons seek to
harness the hum an assets of another, then the abi l i ty of those
organizati ons to bl end together becom es a criti cal success factor.
Experi ence in the devel opm ent of al l i ances, col l aborations and
partnershi ps has exposed thi s over a num ber of years. Too often the
concept of partnership i s dri ven by senior indivi dual s, and the approach i s
activated or im posed wi thout consideri ng how it wi l l work i n practi ce.
This i s cl earl y one aspect of M &A where the nature of rel ationships,
spurred on by the cul ture of the organizati ons, i s crucial to del i veri ng the
benefits.

I denti fi cation of the cul tural fi t shoul d be hi gh on the due di l i gence
agenda; i n som e cases i t m ay be a pointer towards the type of operati ng
m odel to be adopted after the m erger. For exam pl e, if we l ook in
retrospect at the Ti m e Warner–AOL case, if the cul tural m isfit had been
ful l y recogni zed and the financial benefits rem ained robust, then the
adoption of m ore segm ented or arm ’s-l ength i ntegration coul d have
survived the i n-fi ghti ng that was in part the cause of i ts dem i se. The
questi on of cul ture, as outl ined i n earl i er chapters, i s com pl ex; where the
m erger of m ul ti national organizati ons is being considered i t cannot be
i gnored. Som e readers wi l l have experienced what m ay be referred to as
a ‘perenni al cul ture’, where despite the passage of tim e tradi tional
l oyal ti es and operating approaches rem ai n, regardl ess of the
i m pl em entation of new nam es, system s and processes. The persi sti ng
cul ture and identi fication rem ai ns an underl yi ng thread that can survive
even m ul tipl e m ergers and takeovers. Where thi s i s rel ated to
sem i-autonom ous operating units i t m ay be l ess debi l i tati ng, but i n the
case of acquisi ti ons where i ntegration i s a key to success it can easi l y
becom e a cause of fai l ure.

Integration

The reputati on of one com pany, as seen by those bei ng acqui red, can set
i n m oti on a wave of negati vity that m ay take years to overcom e. I n
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earl i er chapters the i ssue of integrati on has been expl ored; where this is
being m anaged withi n sem i -i ndependent but form al col l aborative
m odel s, between wil l i ng parties, i t can be m anaged. I n the case of
m ergers, the aim m ust surel y be to bring together the best of each to
bui l d a m ore sustainabl e and effective business operati on. Tradi ti onal l y
wi thin the worl d of m ergers the focus has been to urgentl y address the
outward profi l e of the newl y com bined com pany. Thi s m akes sense i n
term s of custom er retention; establ i sh ing new nam es over the door,
h igh-profi l e m arketing and publ ic rel ati ons acti vity hel p to provi de
short-term confi dence. Internal l y, however, a new nam e on thei r overal l s
is sel dom goi ng to create the new l oyal ti es required to expl oit the
expanded potential . In som e cases these publ ic dem onstrations of uni ty
onl y com pound the issue. I n Chapter 3 the concept of osm osis and
process addressed the need to l ook at both peopl e and process; and
Chapter 4 focused on the nature of cul ture. For integrati on to be
successful , organi zations need to cl earl y define the new worl d and rel ate
this to the i ndi vidual s invol ved. There wi l l need to be persuasive
com m unicati ons about the rati onal e, obj ectives and val ues that a m erger
can bring and how these wil l affect those i nvol ved; thi s i s because the
l ess peopl e know, experience suggests, the m ore they wil l i nvent –
general l y negati vel y, whi ch in turn wi l l be refl ected i n their perform ance.

Customers

The issue of custom er confidence has al ready been rai sed but it is worth
consideri ng how any m erger wil l be vi ewed external l y. The fi nanci al
m arkets m ay offer thei r vi ews, but at the end of the day the val ue
proposi ti on depends on acceptance by custom ers and the real izati on of
val ue through the com bined enti ty. From experi ence, that in turn wi l l
depend not on publ ici ty, but on the dai l y i nterfaces and perform ance of
the newl y form ed organizations – the peopl e who are the touch-poi nt
for custom ers and the outward refl ecti on of internal capabi l i ty.

Conclusion

There m ay be m any val i d reasons for M &A, but statistical l y m ost are
deem ed fai l ures. I t is cl ear that rel ati onshi ps with al l the stakehol ders are
a key i ngredi ent i n success. I t i s a l so cl ear that for m any peopl e the
im portance of the rel ati onshi ps is subsum ed by fi nanci al m odel s; the
rel ationships’ factor is sel dom hi gh on the agenda. It prom pts the first
question, which i s: ‘Before l aunchi ng a m erger, shoul d organizations
consider the benefi ts of devel oping a col l aborative partnership to del iver
the desi red obj ecti ves and drivers?’ These al ternative busi ness m odel s can
be l ess costl y to create or unravel , if necessary, and they are perhaps l ess
prone to creati ng the rel ationship tensions that can underm ine even the
m ost viabl e of m erger strategi es.
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I f M &A rem ai n the m ost obvi ous way forward, then organi zations need
to consi der a m ore robust approach to understanding the cul tures of the
entities invol ved and adopting a structured fram ework that can m ore
effecti vel y support the integrati on and focus for the future. It was this
concept that prom pted the revi ew of m ergers agai nst the fram ework of
BS 1 1 000. In doi ng so, perhaps som e m ergers woul d not progress, as
success woul d be doubtful ; som e m ay decide to adopt al ternati ve
col laborative busi ness m odel s – and those that did so woul d find it easi er
to target strategies using best practi ce rel ationship m anagem ent
approaches.
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Key messages

Tabl e 24.2 provides som e key m essages for considerati on when
contem pl ati ng M &A.

Table 24.2 – Key messages about mergers and acqu isitions

BS 1 1 000 mergers and acqu isitions

Focus point Rationale

Business
objectives

U nderstandi ng the business obj ecti ves when
devel oping an M &A approach i s cruci al .
Col l aborative approaches broaden the capabi l ity
of organi zations to respond to (pul l ) or propose
(push) m ore com pl ex proposi ti ons to m eet the
dem ands of the m arket or speci fic custom er
chal l enges, without the need to take a hi gh-risk
strategy of M &A

Target evaluation Eval uating a target for M &A can frequentl y
i gnore the cul ture that wil l be a crucial
i ngredi ent for success. Basing sel ecti on sol el y on
techni cal and fi nanci al strengths raises issues of
whether the target organi zation can be
effecti vel y i ntegrated as one enti ty

Cu ltural
integration

The establ ished cul ture of any organi zation can
create si gni ficant constrai nts to the effective
i ntegration of an M &A target. I n m any respects
thi s chal l enge is com parabl e with bui l d ing a
col l aborative al l iance; it can be equal l y appl ied
to the bl ending of di sparate organizati ons

Joint business
planning

Effecti ve governance i s a crucial requirem ent
when consi dering an M &A proposition, to ensure
j oint m anagem ent and del ivery through
com bi ned processes and system s. It i s equal l y
i m portant to ensure transparency and j oi nt
ownershi p in future

Implementation I ntegrating two organi zati ons creates
i nterdependency and uncertainty, whi ch needs to
be ful l y understood and m anaged effectivel y to
devel op a m utual l y responsibl e approach that
harnesses capabi l i ty and ownershi p joi ntl y
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Customer
confidence

BS 1 1 000 provides an independentl y val idated
approach whi ch can be used to cl earl y
benchm ark the col l aborative cul ture bei ng
depl oyed, providing added confidence for the
custom er through the transition

Innovation Sharing knowl edge and capabi l i ty al l ows
organi zations to harness val ue across the
rel ationship and potential l y extend the
contributi on to overal l success

Resource
optimization

M any M &A program m es resul t i n confusion,
concern and often resource rational i zation,
which wil l affect effecti veness and perform ance.
Establ i sh ing cl arity of objectives, j oi nt
m anagem ent and defined rol es and
responsibi l i ties provi des transparency through
change program m es

Risk management Adoption of BS 1 1 000 com pl em ents program m es
to ensure there is a focus on peopl e and cul tures,
to enhance integrati on bui l d ing and sustai n ing
rel ationships – both internal and external

Performance In any M &A process del iveri ng the required
outcom es i s cruci al . I t can often be dam aged by
protecti oni sm and bl am e cul ture, whi ch diverts
resources. A robust col l aborative approach
ensures that transparency and j oi nt responsi bi l i ty
are establ ished
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Chapter 25 – SME collaborative clusters

In thi s chapter we focus on the potenti al benefi ts for SM Es.
Col l aborative working i s often viewed as the prerogati ve of
l arge organizati ons; however, the concepts of col l aborative
cl usters can be equal l y depl oyed as a m echani sm for i ncreasing
the potential opportunities for SM Es. This chapter expl ores the
integrati on of businesses into vi rtual networks, chal l engi ng
m any of today’s concepts, considering necessary cul ture change
and risks that m ay exist against a background of accel erati ng
change.

Enhanci ng the rol e of SM Es through col l aborati ve cl usters opens the
debate for organi zations l arge and sm al l to consider the opportunities
and benefits that m ay be expl oi ted to create com petitive advantage. In
business, boundari es are created to m anage risk and ri ng-fence financial
exposure. Linking peopl e as wel l as system s, ‘fol l ow the sun’ working i s
now a real i ty. But soci al and pol i tical obstacl es have sti l l to be m anaged
i n the new borderl ess busi ness com m unity; i n expl oiting the potenti al of
a frontier-free trading environm ent, existing thi nki ng and rel ationships
wi l l come under pressure.

I n the constructi on industry, projects are frequentl y executed by groups
of independent special ists, brought together in di fferent configurations
dependi ng on the task by thei r l ocal network. Based on the custom er’s
i ni ti a l contact, d ifferent m em bers of the network m ay l ead on di fferent
projects. Thi s sim pl e m odel of creati ng networks of sm al l er com pani es
enabl es innovative val ue proposi ti ons to be created that i ndi vidual l y they
coul d not support; it a l so chal l enges l arger organizations, which have to
carry more com pl ex i nfrastructures. In thi s m odel interdependency i s by
desi gn, not forced upon the parti cipants, and so operates with reduced
confl i ct. The added benefi t i s that as team s work together they m utual l y
support each other and general l y i m prove perform ance over ti m e
because of thei r cl ose associati on. I n the corporate worl d
i nterdependence usual l y evol ves as a resul t of progressi ve strategies and
therefore functions with a l ot of internal stress. This proposi ti on is not
about what indivi dual organi zations can do, but what groups can del iver
together. I t i s not a question of provi di ng the l owest pri ce but of
targeting total cost. Tradi tional suppl y chains have al l owed the custom er
to m anage thei r risks in isol ation, whereas thi s m odel spreads these ri sks
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– but al so dem ands that the custom er shares som e of the partners’ risks,
incl uding the perceived fi nanci al stabi l i ty of the group.

Changing dynamics

A fram ework of rel ationships wi l l a l ready exi st for m ost com pani es, bei ng
the busi ness network wi thin whi ch they operate. It is an easy step for a
group of i ndependent com pani es to expand i ts area of i nfl uence by
sim pl y sharing data and i nform ati on on custom ers. I f 1 0 com panies each
have 1 00 custom ers, of whi ch 50 per cent coul d use the servi ces of the
other com pani es (but do not do so) then each coul d expand its potential
custom er base to 500 if al l share their inform ation. Com peti tive edge
requires a l evel of i nnovati on and adaptabi l i ty such as has not been seen
before. This is not to suggest that these new m odel s are excl usive; as we
have seen, m any that tri ed to i gnore the basic rul es of business fai l ed.
H owever, there is certai nl y a trend that recognizes an al ternative.

N ot every idea or i nnovati on resul ts from a fl ash of inspiration.
I nnovati ons m ay j ust be the real i gnm ent of ol d and forgotten practices,
l ike a twi st of a kal eidoscope, reveal ing a new pattern. M any fads have
been heral ded as the business thinki ng of the future. The better of these
often em body traditi onal val ues and com m on sense, al beit wi th new
buzzwords. These reval idati ons m ay be val uabl e, nonethel ess, by
chal l engi ng the status quo and provi ding a benchm ark for the next few
years. Devel oping novel approaches i n the context of com pl em entary
cl usters, whi ch propose the i ncorporati on of external partners, needs to
take ful l account of the hol isti c busi ness environm ent. Virtual
organizati ons are not invention but i nnovati on, whi ch in som e cases m ay
cut through tradi ti onal thinki ng on the custom er side; so devel oping a
concept has to be focused fi rst and forem ost on the custom er need. The
i ncreasing focus on social responsibi l i ty has raised the profi l e of how
organizati ons m anage and regul ate thei r own perform ance and al so their
i nterfaces with other organizati ons. Sustainabi l i ty is a tri pl e pl atform ,
whi ch l ooks at econom ic devel opm ent withi n the three-di m ensi onal
perspecti ves of fi nanci al , social and environm ental im pact, g i ving sound
reasons to consider the benefits of prom oti ng cl usters of sm al l er
com panies.

Developing clusters

SM E com m uni ti es nati onal l y are l i kel y to be focused cl osel y on i ndi vidual
i ndustria l sectors, tackl i ng the norm al busi ness constraints with l i m ited
resources to consi der wi der expl oitation. Thi s tier of the i ndustria l base
does, however, contain a signifi cant proporti on of the weal th, based on
contri bution to gross dom estic product (G DP), em pl oym ent growth and
i nnovati on. The devel opm ent of a focus that assi sts in stretchi ng the
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reach of these organi zati ons wil l support the future posi ti on agai nst a
background of i ncreasing com peti tiveness in the gl obal arena, as wel l as
the i nward fl ow of products and services from overseas. The concept
seeks to capital ize on the di verse ski l l s, knowl edge and resources wi thin
the SM E busi ness com m unity by creating focus and knowl edgeabl e
support and is based on traditional thi nking and practice that has been
part of l ocal busi ness com m uni ty thi nking for centuri es. I t takes the ideal s
of the partisan trading network and l ooks to expl oi t m odern technol ogy
and busi ness approaches through the support of key organi zations, both
governm ental and non-governm ental organizati ons (N G Os).

The emergence of an idea

The cl uster propositi on has m ore ‘tradi tional ’ business foundati ons than
m ost current business m odel s. The horse-drawn cart was the principal
m ethod of transport unti l the com i ng of the i nternal com bustion engi ne.
It sti l l i s i n m any parts of the worl d. The wheel wright, bl acksm i th and
carpenter com bi ned thei r respective ski l l s to m eet their custom ers’
requirem ents. The eventual sal e and the reputati on of each were
interdependent: i f the cart broke al l woul d share the cri tici sm . By l inking
special ists together an infi ni te num ber of virtual enterpri ses can be
created with greatl y reduced i nvestm ent and thus im proved val ue to the
custom er.

Partners are independent players

I t i s a com m on experi ence in l arge fi rm s to fi nd that the di fferent
divi sions com pete with each other al though, as parts of one
organi zation, they are total l y i nterdependent. Thi s com peti tion m ay be
between functi ons or product team s. I n a cl uster non-com peti tive
independence al l ows the efforts of al l to be centred on the busi ness
obj ecti ve.

Each is a specialist in their field

In m any organi zations effort is wasted i n confl i ct between special i sts and
others, to prove superi ority or i m prove positi on. Bui l di ng a network that
recogni zes each pl ayer’s parti cul ar ski l l and contri butions reduces overl aps
and aids i nterfaci ng between the com ponents.

Skills configured to requirements

Often the ski l l base of establ i shed organi zations is either over-popul ated
or defi cient i n certai n aspects of thei r current busi ness need. The cl uster
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enabl es ski l l s and a resource profi l e to be establ ished for indivi dual
proj ects on an as-needed basi s – al l owing m ore focus and reduced
overheads.

Revenue sharing proportional to input

A fundam ental of the approach is that returns are based proporti onal l y
on the i nvestm ent profi l e of each pl ayer.

Minimal hierarchy

G eneral l y the bi gger an organi zation, the greater the m anagem ent effort
needed to coordinate activi ties effectivel y. Com m uni cations can be
com pl ex and tim e-consum ing, with an im pact on the profitabi l i ty of any
venture. A network of independent partners provides cl ear di visi ons of
responsi bi l i ty and sim pl ifi ed channel s of i nform ati on fl ow. Thi s ensures
that the business obj ecti ve is kept i n focus.

Shared risk

Al l businesses m ust identi fy and m anage ri sk. It is im portant in a
networked envi ronm ent to ensure that ri sk i s addressed and the overal l
posi tion of the group protected. Ownership of risk m ust be cl ear wi thout
evasi on of responsi bi l i ty.

Focus on customer satisfaction

The core of al l business acti vity is to attract custom ers and then keep
them . I n a networked envi ronm ent it is in the interests of al l partners to
m ai ntain a true custom er focus.

Revolution or evolution

The average custom er’s percepti on, for exam pl e of the ‘nati onal ity’ of
m ost m otor cars, is now effectivel y a ficti on, based on the m anufacturer’s
nam e and heri tage. Brand has overtaken orig i n. The ol d suppl y networks
have been abandoned and l ocal producer networks at every l evel have
been forced to m erge or cl ose. As qual ity dem ands increase and price
l evel s decl ine, the pace of gl obal expl oi tati on i ncreases. Al though thi s
natural evol uti on is not new, the increased speed at whi ch organi zati ons
are forced to restructure and adj ust thei r networks i s a new thing. In thi s
environm ent establ i shed tradi ng practices and rel ati onshi ps are broken
down, opening the way for m ore fl exibl e adaptations. This pressure
affects SM Es m ore than m ul tinational s, which can spread the risk. Som e
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l arge firm s have tried to support their existing suppl i ers by hel pi ng them
to expl oi t l ow-cost advantages whi l e m aintai n ing the com fort zone of
l ong-term rel ationships. I n the l onger term both sm al l and l arge
com pani es wi l l have to establ i sh new strategi es for sustai nabi l i ty. The
chal l enge now i s to devel op new i ni ti atives and fl exi bl e busi ness m odel s
that harness the opportuni ties presented by gl obal i zati on, whi l e being
aware of the pitfal l s that it m ay present.

Relationships

Rel ati onshi ps in busi ness are vital and, whi l e not usual l y negotiabl e, they
are ul tim atel y m ore im portant than m any technol ogists woul d
acknowl edge in our wired worl d. A col l aborati ve m odel is em erging now
that m akes better sense for the l ong-term future of e-busi ness. Becom i ng
an extended com m uni cati ons m edium , the i nternet portal sti l l handl es
transacti on-based com m erce, but al so provides a m ore fl exibl e e-pl atform
for traditi onal , but wired, trade. So ‘we have the technol ogy’; creating
virtual networks of di fferent organi zations i s no m ore com pl ex than
creati ng an internal IT network. The onl ine com m unities form ed are
direct descendents of those that have existed si nce tradi ng began. But
now the autom ated transfer of data between com panies i s wi thin the
reach of every com pany wi th an internet l i nk, enabl i ng al l to expl oi t the
ful l benefits of busi ness networks.

Networking in business

The idea of col l aborati ve cl usters is driven by pressure on the
m arketpl ace, so considering al ternati ve strategies to bui l d a m ore fl exibl e
future i s di rectl y rel ated to growth. As bigger organizations l ooked to
im prove their posi ti on by outsourci ng non-core activi ties or consol i dating
(som etim es gl obal l y) thei r buying power. The effect i s to reduce the
potential for thei r l ocal i zed networks. H owever, if these i ndependent
l ocal com pani es coul d operate withi n som e form of network, which
aim ed to devel op benefits or openi ngs for its partners, then new
potential coul d be created. The driver has to be the custom er, since
business exists to serve thei r needs or percei ved benefit. I n the tradi tional
m odel the custom er col l ects a portfol io of suppl iers and servi ce providers;
each is independent and i n m ost cases i s unaware of the others’ rol e or
acti viti es. As these suppl i ers l ose out to the pressures of rational i zation
and consol idati on they have to fi nd new ways of m ai ntain ing thei r
business capi tal and posi ti on. If they can provi de a wi der range of
servi ces or create new al ternatives to m eet the custom er’s need, then
they can re-establ i sh thei r position. Thus they l ook to reinvent
them sel ves, but are often ham pered by their existing cost and
knowl edge. The al ternati ve is to l ook for partners who have
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suppl em entary ski l l s or services (see Figure 25.1 ). In sim pl istic term s the
m anufacturer, instal l er or m ai ntainer coul d take on a l arger porti on of
the custom er’s needs.

A com posite capabi l i ty i ntroduces the di m ension that each suppl ier has
i ts own custom er base, so the com pound propositi on can be extended to
m eet the needs of m ul ti pl e custom ers. The cl uster i s not sim pl y
re-establ i sh ing an exi sti ng busi ness rel ati onshi p; i t i s potenti al l y openi ng
up new ones. The greater the num ber of attri butes or services the cl uster
can offer, the wider the opportuniti es. The approach creates the cri tical
m ass that enabl es them to survi ve, and at the sam e ti m e al l ows them to
compete with l arger organi zations (see Fi gure 25.2).

Rel ationships and trust wi l l pl ay a m aj or rol e in the bui l d i ng of these
cl usters, not onl y in term s of the i ndi vidual suppl i ers, but al so – m ore
i m portantl y – from the custom er perspecti ve. The cl uster has to be
credi bl e. The progression of this devel opm ent is the wider gl obal
i m pl i cations: if a cl uster can be successful i n one arena, then why not in
others? This is a chal l enge, si nce not al l the pl ayers wi l l be abl e to
contri bute in every case. For exam pl e, l ocal m anufacture m ay be a
necessary com petitive addition. Thi s m ay create tension, but al so coul d
l ead to a new l evel of thi nki ng where product knowl edge i s shared and
l ow cost suppl y i s pul l ed back through to the orig i nal m arket. H owever,
these cl usters m ust recognize the traditional dri ver for any business

Figure 25.1 – Clusters
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venture – that of m eeting the custom ers’ expectations. Pri ce wi l l a l ways
rem ai n a si gni fi cant factor, but m any other factors wi l l be part of the
sel ection cri teri a; it wi l l be sati sfyi ng these el em ents that wi l l underpin
the vi abi l i ty of any virtual propositi on.

Aspects of collaboration

One of the obstacl es in prom oting the cl uster i s the assum pti on that i t
shoul d cover al l trading rel ationships. I f a partnership cannot add val ue,
why i nvest for no return? Tradi tional trading m ethods and approaches fi t
m ost busi ness cases. The m ore i ntegrated the tradi ng rel ationship, the
higher the i nterdependence; thus im provi ng the approach m akes sense.
This is one of the core pri ncipl es establ ished wi thin BS 1 1 000. Where
there i s a cl ose i nteracti on between two or m ore trading partners, then
the opportuni ty to im prove the busi ness process shoul d be expl oi ted. The
sam e issues and drivers need to be addressed horizontal l y and vertical l y
to break down tradi ti onal independent thi nking.

Innovation infrastructure

The gap between creati ng a business concept and seeing it adopted in
the m arketpl ace i s wide. The ideas m ay be sound and the potenti al
recogni zed but industry, financial and regul atory i nfrastructure m ay be

Figure 25.2 – Cluster power
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l aggi ng som e way behi nd. The Midas proposition1 6 was concei ved to fi nd
ways of supporti ng or prom oti ng the SM Es. Whi l e, however, there m ay
be a desire to hel p there are m any practical hurdl es to be overcom e. The
first i s custom er acceptance, which wil l onl y start once there i s a val ue
proposi tion for them to consi der. M any organi zati ons express
com m itm ent to l ocal com m uni ties and often (even in a gl obal
envi ronm ent) wi l l create m odel s that support the devel opm ent of l ocal
i ndustry; but by extending this opportuni ty to cl usters the seeds are sown
for wi der depl oym ent and expl oi tati on by those same organizations.

Conclusion

I nnovati on is often sti fl ed not by concepts but by the negati vity and
tradi ti onal ist views hel d by those perform i ng the eval uati on. The
em ergence of the i nternet or wired worl d has brought to the fore the
vi rtual com pany and l ooks to be setti ng the concept firm l y in the
busi ness vocabul ary. It was Professor G arel l i of Lausanne U niversity who
suggested that future busi ness woul d be about access to assets – not
ownershi p – that woul d dri ve future busi ness m odel s.

The profi l e of com pani es and organizati ons operating today ranges from
di visi ons of m ul tinati onal s, through m ajor regi onal businesses to
extensi ve SM E com m uni ti es. Thi s envi ronm ent provides a com prehensi ve,
cul tural l y diverse and adaptabl e ski l l base. The chal l enge i n m ost cases i s
that gl obal com peti ti on and econom ies of scal e create a business
environm ent where frequentl y opportuni ties m ay be l ost through
l im i tati ons of resources, capabi l i ties and scal e. The chal l enge for the
busi ness com m unity today is to ensure that sui tabl e capabi l ities are
grown withi n their organi zations to recogni ze, devel op and expl oi t the
potential that cl earl y exi sts. The future offers exciting prospects for those
with the visi on to create the future, i nstead of trying to predict i t.

1 6 The Midas Proposition i s a report publ ished by In stitute for Col l aborati ve Workin g whi ch

devel ops the cl usterin g approach as the bu si ness m od el of the fu tu re. I n particu l ar, it

focuses on the potenti al benefits for smal l er org an ization s d evel opi ng approaches to

enhance future opportuni ti es.
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Chapter 26 – Collaborating for sustainabil ity

I t i s cl ear that i n today’s busi ness envi ronm ent the confl ict
between econom i c pressure and the dem and for
forward-thi nki ng business strategi es to address environm ental
and soci al responsibi l i ty is chal l engi ng. This chapter aim s to
expl ore the rol e of col l aborati on i n bui l d i ng profitabl e
col l aborati ve business whi l e supporting sustainabl e strategies.

Corporate soci al responsi bi l i ty (CSR) i s not about transferri ng
responsi bi l i ty and ri sk; it shoul d be focused on optim izati on to bal ance
profi tabi l i ty and outcom es across the val ue chai n. The chal l enge is the
pol ari zati on between the ‘green’ agenda and the rol e of industry i n
devel oping a col l aborati ve approach to integrati ng sustai nabl e objecti ves
wi thin profitabl e busi ness. When the subject of CSR i s rai sed any
discussion quickl y devol ves into a num ber of them es such as fi nanci al
propriety, ethical tradi ng and hum an ri ghts. Sustainabi l i ty, on the other
hand, wi l l quickl y turn towards environm ental i m pacts and gl obal
warm ing. M ore recentl y there has been the em ergence of CR (corporate
responsi bi l i ty) dropping the social aspect speci fi cal l y in an attem pt to
provide a m ore wide-ranging agenda, adding to the confusi on as to what
shoul d be consi dered by busi nesses. Perhaps we shoul d si m pl y redefine
CSR as ‘corporate sustainabl e responsi bi l i ty’ and expand the brief: for a
business to prosper, i t has to be sustainabl e and thus m ust consider itsel f
part of the wider sustainabl e ecosystem . The overri d ing acronym i s l ess
i m portant than the concepts behi nd i t; the key to success is about
expl oi ting the opportuniti es of sustai nabi l i ty, rather than sim pl y focusi ng
on the busi ness ri sk.

Sustai nabi l i ty i s i ncreasi ngl y an im portant agenda i tem for executi ve
boards and one that i s exceedi ngl y com pl ex to m anage across a wi de
spectrum of stakehol ders. As wi th any l ong-term strategic pl an,
col l aboration i s a crucial ingredient for organizati ons to consi der in thei r
i ntegration wi thin the gl obal m arket. Thi s i s not sim pl y to react to the
i m pl i cations of publ ic opini on on i ssues of third worl d expl oitati on; i t i s
al so about the devel opm ent of sustai nabl e business proposi tions. There i s
a di ffi cul t bal ance between the corporate drivers of com peti ti veness and
sharehol der val ue and the practi cal im pl icati ons of i gnori ng the
sustainabi l i ty im pl icati ons of i nvesting i n overseas operati ons (ei ther
directl y or i ndi rectl y) together with the pressures of bal ancing the
dem ands of regul ators, custom ers, consum ers and pressure groups.
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Bui l d ing effecti ve business rel ati onshi ps i s a crucial factor in expl oi ting
the potential of extended val ue chai ns and al ternative busi ness m odel s,
but al so in evol vi ng devel opm ent program m es that support the
l ong-term sustai nabl e obj ecti ves. Col l aborati ve approaches can provi de a
pl atform on which to create i nnovati ve sol utions withi n a business
envi ronm ent that can del iver com petitive advantage, whi l e al l owing
organi zations to jointl y address the sustai nabl e agenda to their
l onger-term com m ercial benefi t al ongsi de the wider sustainabi l i ty issues.

As the business l andscape becom es m ore com pl ex and chal l engi ng, the
rel ationships between organi zations al so take on new and varied
confi gurations. I t is general l y accepted that for m ost organi zati ons they
are both custom er and suppl ier in rel ati on to different aspects of the
val ue chain; but often organizations m i ss opportuniti es. As the m arket
profi l e changes, so the com pl exi ty of these rel ationships increases. The
pressure to im prove com peti ti ve edge and devel op al ternati ve
val ue-based sol utions has i ntroduced a greater need to ensure that
organi zations can work i n an integrated way to m axi m i ze potential
benefi ts. The sustainabi l i ty issue has becom e very com pl ex, em bracing
corporate governance, ethical tradi ng, hum an ri ghts, envi ronm ental
im pact, regul ation and so on. At the sam e tim e, the pressure to im prove
m argins, reduce costs, increase outsourci ng and the l i ke creates confl i cts
in m eeting the sustainabi l i ty agenda (see Figure 26.1 ).

Figure 26.1 – Sustainabil ity impacts
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The paradox is that m any of the i ssues associated with the sustainabi l i ty
agenda are the i ngredi ents that faci l i tate achi eving com petitive goal s
and are the essence of m arket econom i cs. Low wages, basic worki ng
condi ti ons, resource expl oitation, reduced regul atory dem ands, l ack of
pol l ution control – al l of these things contribute to aggravati ng the
si tuati on. There i s growi ng evidence of custom er pressure (and m ore
recentl y consum er pressure), but i s thi s superfi cia l and vul nerabl e to the
‘feel good factor’ and the i m pacts of an econom ic sl owdown, which
i ncreases the focus on costs/price? In m any organi zations there is
paranoia about m anaging the risks of expl oi ting the gl obal m arket, not
the l east of whi ch is reputation ri sks. This puts i ncreased pressure on
business l eaders and their operations i n m eeti ng obj ectives that are
frequentl y diam etrical l y opposed. I t i s not di ssi m i l ar to the chal l enge
cl oser to hom e – to support the SM E and ‘di versity’ busi nesses as a key
part of the econom ic structure and growth, whi l e dem andi ng econom i es
of scal e that frequentl y excl ude those com m uni ties. Setting rul es and
ethi cal pol i cies that are perhaps counter to the busi ness goal s and
i ncenti ves i s not in i tsel f sustainabl e. The probl em i n m any cases appears
to be that organizati ons do not have a cl ear perspecti ve on CSR and
sustainabi l i ty and the com pl exity of the rel ati onships that it covers.

Profit and CSR

As organi zati ons put m ore and m ore of their operations out into the
val ue chai n and harness al ternative busi ness m odel s, the ri sk i ncreases. If
there i s real l y to be a sustainabi l i ty ethos, th is has to com e from a m ore
integrated corporate program m e to bal ance the i ssues. Devel opi ng the
them e that sustai nabl e CSR is a real com m ercial opportunity and not
si m pl y about ri sk m iti gation, a proactive approach to col l aborati ng for
sustai nabi l i ty that is focused on l i nki ng CSR to com m erci al benefi t shoul d
l ook beyond the risks and start to assess the val ue creati on that can
enhance profi tabi l i ty. Thi s woul d m ean em beddi ng the concepts i nto
operational activi ties and drivi ng a col l aborative sustainabi l i ty cul ture
that contri butes to the bottom l ine by l ooki ng for val ue creation, rather
than si m pl y counting the cost of risk m anagem ent.

Perhaps the bi ggest constrai nt has been a prevai l i ng vi ew that CSR and
sustai nabi l i ty i s about doing the ‘right thing’, which i s what m any criti cs
of the busi ness com m unity woul d say. Whi l e industry shoul d indeed be
responsibl e in the broader sense, its prim ary responsi bi l i ty i s to del iver
val ue to its investors. There are m any peopl e who chal l enge the right of
business to m ake a profit and prom ote the concept that in strivi ng to do
so i ndustry is total l y untrustworthy and devoid of any interest i n
sustai nabi l i ty. I t woul d be fool ish to ignore the fact that som e
high-profi l e organizati ons have seri ousl y dam aged the i m age of the
business com m uni ty but this shoul d not distract us from the poi nt that
those i n industry are stakehol ders them sel ves i n the com m unity at l arge.
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• Without creati ng weal th there i s no investm ent.
• Without investm ent there is no devel opm ent.
• Without devel opm ent there is no sustainabi l i ty.
• Without sustai nabi l i ty there is no future.
• Without col l aboration there i s no possi bi l i ty to advance.

Weal th creation i s about del i vering a return on investm ent that can be
reinvested and can stim ul ate econom ic growth to the benefi t of al l . This
can be a divi dend for sharehol ders of m ul ti national s or a weekl y wage
for workers in the devel opi ng worl d. Profi t i s not a bad thing in itsel f,
but how it is generated can be; and i t i s th i s concern that has driven the
CSR agenda forward, rai sing a broad spectrum of sustainabi l i ty issues.
The pressure on industry and the business com m uni ty has driven (in m any
cases) a cul ture of m i ni m al com pl i ance, doing onl y what is necessary to
keep ahead of the regul ators and i nvesti ng i n m edia program m es to
protect a sustainabl e i m age. The probl em i s that this cul ture of
compl iance i s frequentl y not real l y addressing the key issues and is
dri ving a gul f between the stakehol ders. Regul ation i s al ways l ikel y to be
signifi cantl y behi nd events; superfici a l program m es focused on publ ic
opini on wil l usual l y be seen through and thus dam age the im age of
busi ness further.

Sustainabi l i ty is an issue and a risk for al l stakehol ders in one form or
another, whi ch infl uences how we behave as indivi dual s, groups or
organizations. I t affects the thi nki ng behi nd the way we i nvest and trade
ei ther as custom ers, suppl i ers or consum ers; based on current trends it
wi l l be far m ore of a m arketing and sal es factor i n the future.
Sustainabi l i ty is increasi ngl y an i m portant consideration for i nvestors too
– there i s now the Dow J ones Sustai nabi l i ty Index, for exam pl e. It is a
hi ghl y vol ati l e topi c, which m akes i t cruci al that organi zati ons have a
cl earl y defined and supportabl e strategy and pol icy in pl ace that refl ects
their speci fi c operating m odel . The chal l enge is that at every l evel we are
di fferent and have to m ake choices, whether as i ndi vidual s or
organizations. For the progressi ve com pany, CSR is no l onger a question
of sim pl e com pl i ance; i t defi nes the m andate for organizations to
operate and thei r l icence from the m arketpl ace/custom er to trade.
M eeting regul atory dem ands is onl y a part of the equati on; regul ati on is
i tsel f becom i ng m ore and m ore com pl ex. There is a m ul titude of aspects
that organi zati ons need to consider i n devel oping a sustainabi l i ty
strategy and bui l di ng a proactive approach.

Sustainabi l i ty shoul d not be viewed as a negati ve thing; it has m any
attri butes that can, if m anaged effecti vel y, contri bute to operati onal
excel l ence and profi tabi l i ty. G iven a posi ti ve com m i tm ent, which can be
transl ated into process and peopl e devel opm ent, the objectives of
busi ness sustainabi l i ty can establ i sh m arket differenti ation. Put si m pl y, if
you reduce waste, optim i ze energy consum ption, rati onal ize transport,
packaging and the l ike you save m oney. When you i m prove worki ng
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condi tions you i ncrease productivi ty and qual i ty. By recycl ing you
m axim ize the val ue of raw m ateri al s. Through i nvestm ent in education,
trai ni ng and socio-econom ic devel opm ent you provi de a stabl e business
pl atform for growth. Through effective governance and ethical behavi our
you increase the trust and confidence of stakehol ders, and as a resul t you
reduce costs and enhance your sustainabi l i ty profi l e.

For com panies to take a proactive approach to sustainabi l i ty they m ust
bal ance econom ics with their broader sustai nabl e responsibi l i ty, si nce
they m ust m ai ntain profi tabi l i ty in order to contribute. Devel opi ng a
m eaningful strategy requi res a focus on the i ssues that are specifi c to
each organi zation’s busi ness operation. The em erging busi ness m odel s
and networks are the shape of the future; sustai nabi l i ty i s no l onger an
issue for com panies independentl y – they m ust col l aborate.

Whi l e the business environm ent com es under continuous and growing
com petitive pressure, the m anner i n which busi ness conducts itsel f m ay
have si gni ficant im pacts on the ul tim ate perceptions of the m arketpl ace;
it is sel dom a l evel pl ayi ng fiel d . I t i s often easy for those outsi de the
acti ve business arena to dem and standards of practice that are in di rect
confl i ct wi th the real i ties of the l ocal cul tures and di versi ty. These vari ed
considerati ons m ust be part of the business pl anni ng profi l e and need to
be addressed when consideri ng integrated partnerships. When
devel opi ng trading arrangem ents, whether i n the l ocal business
l andscape or i n the wider gl obal contexts, there are m any factors that
reach beyond the traditional trading rel ationships. The higher the degree
of i nterdependence, the greater i s the opportunity for m any of these key
issues to be overl ooked i n the short-term drive for com m ercial
advantage. Sustai nabi l i ty shoul d be seen as a focus to create m ore
effective and effici ent business operations that can adapt to the m arket
for both robust com m erci al sustainabi l i ty, as wel l as m eeti ng the future
wi th the l ong-term program m es that we need to benefit the wi der
society.

The ‘green’ agenda

The key chal l enge is not our response to i ndi vidual issues such as gl obal
warm ing, but how to take a m ore hol i sti c view. For exam pl e, one
response to pressure on the carbon footpri nt is for us to m ove towards
hybrid cars that offer l ow em i ssi ons but m ay have significant i m pacts
downstream that had not been considered. At the sam e tim e, the focus
on bi ofuel s has al ready affected the food suppl y chain and m ay over ti m e
cause m ore of a chal l enge than benefi t, if not corrected. As organizati ons
seek to m ake a publ i c stand on one ini tiative they potenti al l y expose
them sel ves to other chal l enges throughout their operations. Every
organi zation i s di fferent and has varying econom ic, soci al and
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environm ental i m pacts. As we focus on carbon footprints, perhaps we are
m issi ng the bigger pi cture and in som e ways creati ng greater threats.

Suppl y chai n integrati on has a si gni fi cant rol e to pl ay in thi s arena. H ow,
what and where we buy can m ake a di fference; but we need to avoid
the hype and focus on what is ri ght for the organi zation – that i s what is
i m portant, not the current headl ine-grabbing m essages. Sustainabl e
busi ness, not green, shoul d be the backdrop to al l activi ti es that are
l inked directl y to the business goal s of the organizati on it serves, and
tied to effecti ve business perform ance to ensure that they are
sustainabl e. There i s no doubt that som e com pani es are l eading the way,
such as AM EC, J ohn Lewi s and Skanska; they are bui l d ing business goal s
that support both the com m ercial interests of their stakehol ders and
contri buting to the bi gger picture. I f we are to achi eve the changes
needed, then we m ust create com m ercial dri vers for sustai nabi l i ty and
i ntegrate them in the busi ness operati ons – whi ch m eans there has to be
greater col l aboration.

Confidence and trust

The busi ness i ssues associated with sustainabi l i ty are fundam ental l y a
questi on of establ ish i ng trust and confi dence with the stakehol ders.
There i s no doubt that m any of the hi gh-profi l e cases of recent years
have seriousl y dam aged the perception of the busi ness com m uni ty and
i ndustry at l arge. Rogue acti vities of m aj or corporations have done l ittl e
to convi nce stakehol ders that i ndustry can be trusted. I n this environm ent
any activi ty that is focused on m aintai n ing profitabi l i ty i s frequentl y m et
with suspi cion. As we m ove to the com pl ex interactions of col l aborati ng
for sustai nabi l i ty the probl em i s that as business seeks to fi nd
opportuni ti es for trade, avenues to expl oit com petitive edge or sim pl y to
constrain costs, the need for trust has grown.

The em ergi ng al ternative busi ness m odel s of today, however, are causing
a rethink about thi s central com m and-and-control m odel . The investm ent
chal l enge and di versi ty of the m arketpl ace i s creating an environm ent
where business proposi tions are m ore l ikel y to be based on the
devel opm ent of al l iances and networks of com panies being l inked
together to form tem porary organizations, to expl oit a parti cul ar
proposition or m eet a dem and. Thi s i s causi ng resurgence in thi nking that
i s beginning to reval ue the traditi onal i m portance of rel ati onshi ps as a
key ingredi ent of success and a crucial factor in risk m anagem ent and
m iti gation, which extends to the sustai nabi l i ty arena. The report
‘Corporate Social Responsi bi l i ty Com m uni cations’1 7 publ ished by the
gl obal publ i c rel ati ons com pany Edel m an (al ong with N et Im pact and
others) identi fied across 3,1 00 business executives that the key to

1 7 Downl oadabl e as a PDF from thi s website:

www.bcccc.n et/_upl oads/docum ents/l i ve/Ed el m an CSR08. pd f
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effective CSR com m uni cations was transparency, whi ch strongl y infl uences
stakehol der engagem ent and the bottom l i ne.

Eco-efficiency

The wi der im pl ications of devel opi ng sustainabl e busi ness m odel s, withi n
the context of extended val ue chains, run i n paral l el with external
pressures on busi ness strategy.

Long-term strategic in i tiatives for organizati ons shoul d consider the
integrati on of suppl y chai ns and outsourcing operations withi n this arena
of gl obal change. Thi s i s not sim pl y to react to the im pl ications of publ i c
opi nion on issues of thi rd worl d expl oitation, but in the devel opm ent of
sustai nabl e business proposi tions.

Every change in di recti on or dem and pl aces even greater pressure on the
business pl anni ng process, to m eet the confl i cti ng dem ands of
sharehol ders i n thei r quest for return on i nvestm ent. There i s al so the
pressure of the custom er’s increasing dem ands for greater i nnovati on,
agai nst a background of l ower pri ces refl ective of a gl obal m arketpl ace.
Whi l e the pol i tical and environm ental ists’ agenda grows in strength, the
pressures from the m arket to del i ver ever m ore com peti ti ve products
m eans extending the busi ness enterprise to sati sfy the dem and. The
devel opm ent of sustainabl e program m es requires the integrati on of
m ul tipl e busi ness rel ati onshi ps focused on bui l d i ng l ong-term operations.
These m ust recogni ze the gl obal im pl ications and the furthering of l ocal
agendas that support growi ng econom i es and add val ue to an
organi zation’s business profi l e. Sustainabi l i ty shoul d create m ore effecti ve
and effi cient busi ness operati ons and eco-effi ciency by expl oi ti ng the
potential benefi ts from cost savi ngs and passing these to the bottom l i ne,
whi l e si m ul taneousl y contributi ng to the l ong-term sustainabl e returns
(see figure 26.2).

Col l aborati on is prim ari l y about im provi ng and i ntegrating business
rel ationships through i nnovati ve col l aboration and enhancing
com petitive total sol utions. The spin-off from these partnering acti viti es
has a di rect i m pact i n areas of effici ency im provem ent, whi ch incl ude
subjects such as waste, energy etc.

In fact, sustai nabi l i ty, social responsibi l i ty and profi tabi l i ty are l i nked but
al so com pl em entary. I n term s of sustainabi l i ty, the defin ition of ‘val ue’
m ay be vi ewed as bei ng l ess com m ercial ; but i n real ity if busi ness i s to
prosper i tsel f and hel p devel oping areas, then com m ercial concerns,
m arket dem ands and profitabi l i ty have to be vi ewed as interdependent.
Whatever the aim s of the busi ness or social partnerships, the val ue
creati on process sti l l needs to address the fundam ental facets of the
operations. Eco-effi ciency hi ghl ights the potential to m ove the
integrati on process beyond an initia l one-on-one partnershi p and seeks
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to move the profi l e i nto a custom er-focused approach, even
i ncorporating the custom er in the del ivery process. True sustainabi l i ty can
onl y be achi eved wi thin a hol isti c trading environm ent, which wil l be
l ikel y to take tim e to devel op. In the m eantim e the benefits of cl oser
working rel ationships can be expl oited to com m erci al advantage whi l e
supporti ng the wider principl es.

Sustainabil ity strategy

The key to strategy and pol icy devel opm ent shoul d provide a pl atform on
whi ch corporate boards, executive m anagem ent and operati onal
personnel can eval uate sustainabi l i ty in the context of thei r business. Thi s
can then be transl ated into process devel opm ent, i m pl em entation,
education and reporti ng approaches that del i ver com pl i ance and a
broader perspecti ve on benefits; m ore i m portantl y, they dem onstrate
how the prim ary obj ecti ves of weal th creation opportuni ti es can be
eval uated to em bed broader thi nki ng withi n organi zati ons and provi de a
val uabl e backdrop to sustai nabi l i ty. Em beddi ng the ri ght strategy is a
cruci al part of any busi ness devel opm ent; but when i t com es to
sustainabi l i ty it is often del egated outsi de the operational team s and
focused on i ssues of com pl i ance. The real ity is that m any of the aspects
of sustai nabi l i ty are critical to business stabi l i ty; but al so, if handl ed
correctl y, they can enhance potential profi ts. H owever, for thi s to be
achi eved the strategy has to be ful l y integrated and effecti vel y depl oyed
through pol icy, procedures and train ing. Thi s constrained vi ew i s one that

Figure 26.2 – Eco-efficiency
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i s progressi vel y changing as the recogni tion of forward-l ooki ng
com pani es becom es a feature of the m arketpl ace.

Stakeholder inclusion

For any organizati on to operate effecti vel y i t needs to ensure that i ts
stakehol ders are i n tune wi th the business obj ecti ves outl i ned bel ow.

Governance

In recent years the fai l ure of m any high-profi l e corporati ons has
dam aged the reputation of the business com m unity in general , whi ch in
turn has resul ted i n m ore and m ore regul atory requi rem ents bei ng
im posed. Sound governance is crucial i n al l respects, from l egal
com pl i ance to investm ent confidence.

Environment

G l obal warm ing has hei ghtened the focus on the environm ental im pact
to the extent that m any governm ents are setti ng signifi cant targets for
m any aspects; and publ ic awareness and concern i s growing, forcing
corporate responsi bi l i ty and perform ance.

Natural resources

The consum ption of resources i s al ready outstri ppi ng avai l abi l i ty and the
quest for new sources is creati ng pressures on the abi l i ty of organi zations
to grow and devel op.

Human resources

A m ajor constituent and criti cal success factor of any busi ness i s i ts l abour
force, whether thi s i s d i rectl y em pl oyed or engaged through partners and
suppl iers. Thei r behaviours, approaches and com m itm ent to the overal l
vision and val ues are crucial for success. I t i s a l so an area of CSR where
unfair practices in l abour expl oitation m ay becom e a si gni ficant
reputational risk.

Ethical trade

Trust and confi dence are key consti tuents of any business rel ati onshi p;
they si gni fi cantl y i nfl uence the way an organizati on is viewed
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throughout the stakeholder community. A number of high-profi le cases
have seriously affected these catalysts for success.

Economic and social development

Trade is at the core of every community; thus the impact of business is
crucial to both economic and social development, which in turn is a
cornerstone of sustainabi l i ty.

Operations

The global ization of business and the increasing trend towards
outsourcing, al l iances and col laborative partnerships creates a wide
dimension for the operations of today’s business; th is means that the
sustainabi l i ty agenda requires integration at every level .

Globalization

There can be few, if any, business operations that are not directly or
indirectly affected by global ization, which introduces the impl ications for
sustainabi l i ty to every operation.

Sustainable development

Business is not usual ly founded on a short l ife cycle, though is frequently
driven by short-term targets. Sustainabi l i ty is focused on the long term,
but clearly must provide intermediate returns to survive; balancing these
is the chal lenge for the business community and engaging the
stakeholders is crucial .

Conclusion

The exploitation of col laborative relationships, whi le providing the basis
for improving competitiveness and meeting sustainable targets, needs a
clear corporate agenda that is adopted by al l participating organizations
to ensure a uniform approach. The effective implementation of
col laborative ventures must be based on the establ ishment of a robust
mandate from board level ; the imperative increases where this
relationship then seeks to take a robust position on the organization’s
sustainabi l i ty issues down through the value chain. This is because many
aspects of the overal l programme may have a direct impact on
investment returns.
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Creating a sustai nabl e strategy m ust be approached in a hol istic m anner.
The traditional l inkages between organi zations m ay wel l be establ i shed
through arm ’s-l ength contracti ng positi ons, but the im pl icati ons of the
effects of fai l ing to recognize the potential reacti ons to sustainabl e i ssues
can fl ow through the tradi ng rel ati onshi p. Col l aborative busi ness m odel s
al l ow the parties to eval uate al l aspects of the business del i very process
and incorporate the needs and dri vers for each, whi l e fi ndi ng
opportunities to reduce costs and waste as a by-product of continuous
im provem ent.

Sustainabi l i ty is a subj ect that at an i ndi vidual l evel either inspires peopl e
to be very proactive or produces apathy, i n term s of i t bei ng som eone
el se’s probl em . In a col l aborati ve cul ture one of the key ingredients to
success com es from the j oint com m itm ent to a set of com m on goal s and
obj ecti ves, but often the potential com m ercial benefits of adopting a
sustai nabl e approach are i gnored i n favour of short-range profits. Al l
rel ationships are founded on personal interaction and thus i t i s i m portant
that i n devel oping a business partneri ng structure the obj ecti ves and
rewards for al l pl ayers m ust be consi stent with the overal l objecti ves.
These m ust be devel oped and depl oyed to ensure that al l those invol ved
in the busi ness process appreciate their indivi dual and joi nt contributi ons
to sustainabi l i ty. The future hol ds i ncreasing chal l enges, so organi zations
m ust consi der i n their l ong-term strategi es how they wi l l m eet the
cal l enges whi l e m ai ntain ing the busi ness’ publ ic profi l es and profitabi l i ty.
Al l l evel s of the val ue chain m ust be i ntegrated to achi eve overal l success,
but those who take the l ead in the i ntegrati on process wi l l be m ost l i kel y
to take a si gni ficant l ead i n bui l d ing sustainabl e al ternati ve business
m odel s.
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Checklist

Tabl e 26.1 provi des a m atri x that can be used as a starti ng poi nt to
devel op a col l aborati ve approach to sustai nabi l i ty.

Table 26.1 – Elements of sustainabil ity strategy

Stakeholder
inclusion

Govern-
ance

Environ-
ment

Natural
resources

Human
resources

Custom ers Vi si on and
val ues

G reenhouse
gases (G H G )

Energy Worki ng
condi ti ons

Sharehol d-
ers and
investors

N ati onal
standards

Pol l ution Fossi l fuel Fai r pay

Regul ators Legal
com pl iance

Waste
m anage-
m ent

Renewabl e
sourcing

Social
wel fare

Em pl oyees Regul atory
requi re-
m ents

Contam i na-
tion

M ineral s
expl oitation

Equal
opportuni -
ti es

Consum ers Ri sk
m anage-
m ent

Packaging Water
conserva-
tion

Discrim i na-
ti on

Suppl iers Brand
m anage-
m ent

Transport Recycl i ng H um an
ri ghts

Partners Codes of
practice

Com m unity
i m pacts

Resource
stewardshi p

I ncenti ves

N G Os Transpar-
ency

Recl am a-
tion

M anaged
quotas

Work–l ife
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Chapter 27 – Third sector

In the context of col l aborative working, this chapter considers
the vol untary sector whi ch has for decades provi ded a val uabl e
contribution to soci ety in term s of social devel opm ent. There
are m any thousands of chari ty operati ons worki ng in al m ost
every area of society. I n recent years thi s vast resource has
becom e an integral part of future thi nki ng. What becom es
apparent i s that to enhance their invol vem ent they need to
al ign hori zontal l y with other charities, governm ent bodi es and
with industry. This rai ses the vista of two or m ore very different
cul tures and the structures that wi l l be needed to devel op a
robust rel ationship that supports the overal l obj ectives.
BS 1 1 000 provi des the pl atform on which these som eti m es
di ffi cu l t rel ationships can be form ed against the background of
a com m on structure.

There are tens of thousands of vol untary organizations across the worl d,
ranging from high-profi l e i nternational l y recognized nam es to sm al l l ocal
chari ties. Each provi des a val uabl e servi ce to their rel ati ve com m uni ties
and special ist areas. The l argest of these, whi l e they are charities, can
rank al ongsi de m aj or corporations in term s of their operating revenues
and have sophisti cated business m odel s. The sm al l er ones can be equal l y
com petent but are often m uch l ess structured in operati onal term s. In
thi s chapter acknowl edgem ent is m ade of the paper produced by
Dougl as Rowl es in J ul y 201 1 BS 11000 and the Third Sector, 1 8 whi ch
focuses on i m proving del i very of the work program m e in conjuncti on
with private firm s.

It is interesting to note, based on anecdotal evi dence, the degree to
which these organi zations interface wi th the publ ic, with i ndustry and to
som e extent with governm ents. Certain l y those worki ng in emergency
envi ronm ents have m ore than once dem onstrated the essential rol e they
can pl ay. In m any cases, were it not for these organi zati ons and their
speed of response, m any disaster situati ons coul d be far worse. Others
work l ess publ i cl y but contribute extensi vel y to support soci ety. I t is a l so
apparent that, driven by thei r parti cul ar agendas, these organizations can

1 8 Thi s paper for ICW can be d ownl oaded at:

www.in stituteforcol l aborati veworki ng.com /i ntern _reports.htm l
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be hi ghl y col l aborative, such as on the ground i n a disaster area, but al so
very com petitive when seeking to bui l d their m em bershi p and secure
donations.

Si m i l arl y, the degree to whi ch vol untary organizations work wi th industry
or governm ents can be vari abl e; in som e cases they work with these
bodies and share com m on goal s, whi l e i n others the focus i s often seen
as attacki ng industry as a way of prom oti ng and gaini ng publ i city for
thei r cause. This contradicti on is one that crystal l izes everyone’s
perspective. This is not to suggest that they do not have a strong
m essage to proj ect as special ists i n their fiel ds, but it does pose the
questi on as to whether a m ore col l aborative approach coul d be m ore
benefi cia l a l l round.

From an industry perspective, the obvi ous benefi ts of al i gni ng with
chari tabl e ventures are the routes to engage wi th the wider social
com m uni ty; it shoul d be equal l y recogni zed that by associati on this hel ps
to prom ote their brands and products. For charities, whi l e there m ay be
short-term benefits in chal l enging industry through the press, worki ng
with i ndustry coul d enabl e a m ore i ntegrated approach to further the
ai m s of both, acknowl edging that the focus on corporate responsibi l i ty
and soci al i m pacts is a cl ear goal for m ost industry l eaders today. I t has
often been a view that the com bi nation of the expertise and capabi l i ty
of the vol untary services coul d be very effective i n enhanci ng i ndustry
devel opm ents to m utual benefit.

I n a m ore practical context, the need for col l aborati on between vol untary
organizations can be a catal yst for m ore focused support to those in
need. For exam pl e, i n di scussi ons wi th G ui de Dogs for the Bl ind, the
chari ty’s ai m i s to broaden the service offeri ng to bl i nd and partia l l y
sighted peopl e by l i nking wi th other organizations i n the fi el d . On an
i ndustry front, cl earl y col l aborati on rather than confl ict provides the
opportuni ty to share knowl edge; in som e cases industry coul d provi de
m ore practi cal support rather than sim pl y donati ng. The devel opm ent of
the third sector by governm ent bri ngs col l aboration to the fore, where
potenti al l y vol untary organizations, industry and governm ent
departm ents work together to del i ver services.

Cu ltures, goals and objectives

The chal l enge in these col l aborative m odel s i s the potenti al m isal ignm ent
that com es from the di fferent backgrounds, cul tures and drivers of each
organizati on. We m ight consi der thi s to be over-com pl i cation, but
experi ence suggests that these background i nfl uences wil l signifi cantl y
affect the way each group and the i ndi vidual s invol ved behave. To focus
these aspects, consi der Tabl e 27.1 .
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Table 27.1 – Background influences of the d ifferent sectors

Organization Cu lture Drivers Objectives

Vol untary
sector

Pri ncipal l y not
focused on
com m ercial
outcom es and
m ai nl y
resourced by
freel y gi ven
ti m e and
effort. Often
weak in term s
of operati ng
structures

Cl earl y focused
on the vi sions
and val ues of
the
organi zati on
wi th speci fic
area of interest
and driven
l argel y by the
passi on of its
m em bers and
donors

To i m prove or
support the
target
com m unities
and overal l
a im s of the
organizati on

I ndustry sector G eneral l y
highl y focused
and structured
around
com m ercial
perform ance,
brand and
stakehol ders

Com m erci al
outputs to
del i ver val ue
for its
sharehol ders
wi thin a
regul ated
governance
m odel

Profi tabi l i ty
and growth
whi l e
protecti ng or
enhanci ng
brand and
reputati on

Publ i c sector Structured and
regul ated
environm ent
that is
responsi ve
parti cul arl y to
soci al care

Pol i tical l y
responsive and
focused on
accountabi l i ty,
general l y
wi thin hi ghl y
focused
m edia-sensitive
operations

Servi ce del i very
wi thin budgets
and pol itical
agendas

Whil e som e peopl e m ay chal l enge these si m pl i fied characteristics, they do
highl i ght the potential for confl ict when consideri ng any bl endi ng of
capabi l i ty and resources. Thi s i s not to suggest that they do not each
have a com m i tm ent to the desi res outcom es, but organical l y they have
different routes and m easures of success. As outl i ned earl i er, even wi thin
the vol untary sector there m ay be scope for confl i ct when two or m ore
organi zations need to operate in cl ose proxi m ity. Yet when there i s a
cri sis and the pressure is on it is som eti m es di ffi cu l t to distingui sh who
works for whi ch charity.
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Commissioning services

When consideri ng what m i ght be seen as bl ended servi ces, the im pacts of
not addressing the fundam ental di fferences and background of each
party can be a si gni fi cant ri sk; so structured approaches to col l aboration
m ight provide the catal yst for success. The earl y si gns of thi s tensi on
com e when governm ents or i nternational organi zations seek to harness
the val ue and capabi l i ty of the vol untary sector to del iver what m ay
previ ousl y have been publ ic sector services, or to col l ecti vel y harness and
coordinate on-the-ground support.

M obi l izi ng the third sector has l ong been (for exam pl e) a desire of the
U K governm ent, since i t has vast resources and a ski l l base that is d ifficu l t
for the publ ic sector to support. The potenti al downsi de of thi s i s that
m any organi zations with an i n-depth knowl edge of a speci fi c issue m ay
not have the financial resources or backroom capabi l ity to undertake
contracting servi ces di rectl y. The sol uti on i s to encourage partneri ng
between industry (which has the m achine) and the vol untary sector
(which has the resources and ski l l s) . I t i s easy to see on the surface how
thi s approach m ay provi de a m odel , but i t does not necessari l y address
the m ore fundam ental chal l enge. On the one hand, governm ent
organizati ons are m ore and m ore focused on ‘paym ent by resul ts’, which
i s a m odel that industry understands and has the capacity to support. The
vol untary sector, on the other hand, is predom inantl y resourced by
passi onate enthusiasts who want the sam e resul ts but who are not dri ven
so m uch by key perform ance indicators and servi ce l evel agreem ents. I n a
soci al envi ronm ent thei r m easure of success is the final outcom e,
i rrespecti ve of tim e and effort. So the traditional structure tends to l ead
to governm ent contracting with i ndustry, who in turn partner with the
vol untary sector. I ndustry i s dri ven by perform ance, ti m ing and cost –
whi ch then drives the vol unteers to m eet deadl ines and perform ance
targets.

Thus the seeds of tension are easi l y identi fied. This l i near m odel of
com m issioner to i ndustry to l ocal del ivery partner has the potential to
di senfranchi se the front-l ine resources and coul d eventual l y underm ine
the l onger-term potential . A m ore bal anced tri partite col l aborative
m odel , based around the pri nci pl es of BS 1 1 000, coul d offer an
al ternati ve. I n this m odel al l three organizati ons form a col l aborative
structure that recogni zes the di ffering dri vers and objecti ves whi l e
creating a com posi te del i very m odel .

Vol untary organi zations are passi onate about doing thei r work but have
to be real i sti c about contracti ng rel ati onshi ps. The m ost di ffi cu l t part i s
establ ishi ng a l evel of trust between prim e and subcontracts so that they
can negotiate freel y wi thout fear of that trust bei ng abused. There i s
cl ear benefit in establ i sh ing a com m on and robust col l aborati ve m odel
that supports the vi ews of each party, whi ch to som e extent l evel s the
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pl aying fiel d for al l groups – especial l y sm al l er chari ties. As a national
standard, the princi pl es and structure of BS 1 1 000 provide a neutral
pl atform for these devel opm ents.

Knowledge sharing

In a broader context the subj ect of sharing knowl edge is a key aspect of
using the vol untary sector to enhance outcom es. As with any
col l aborati ve environm ent, the potenti al to benefit from shared
knowl edge is si gni ficant, yet (as withi n industry) the rel uctance to do so
is often dri ven by l ocal i zed concerns and aspirations. For exam pl e,
recentl y a retai l do-it-yoursel f (DI Y) chain’s overtures to a m aj or
environm ental charity were rejected. The devel opm ent of sponsorshi p
program m es and quest for donations i s a frequent battl efiel d between
charities, in som e cases l eadi ng (one m ight suggest) to disenfranchi si ng
the publ ic. H owever, there is the inspi ring exam pl e set by M cM il l an, the
U K cancer charity. I f we consider the strides take by M cM i l l an to not onl y
share i ts knowl edge but to em bed i ts work in N ati onal H eal th Servi ce
(N H S) program m es, the com bi ned dri ve for good cannot be ignored.

Resource optimization and supply chain rationalization

We can al so l ook to industry to see why and where they col l aborate to
extend or share resources for m utual benefi t, and wonder why the third
sector is not harm oni zing backroom support m ore wi del y for m utual
benefi t. ‘Shared services’ i n the publ i c sector has been cl earl y i dentifi ed
as a significant opportuni ty; however, i n fairness, even here it is not
al ways easy to devel op a com m on understanding and l evel of trust. In
the vol untary sector there m ust be am pl e scope to rati onal ize support
servi ces without i m pinging on their prim ary objecti ves. Taken a stage
further, perhaps there is al so an opportunity for i ndustry organizati ons to
provide services rather than sim pl y si gni ng donation cheques or rel easi ng
staff for a few days’ good work. I n a si m i l ar vei n , we have al ready
recogni zed the potential for suppl y chain opti m ization between partners;
so why not withi n the thi rd sector through econom ies of scal e? The m ore
focus there is on reduci ng overhead costs, the m ore fundi ng there is for
front-l ine activi ty. Thi s can be as si m pl e as office consum abl es ri ght
through to fl eet m anagem ent.

Conclusion

Col l aborati on is a powerful tool . I t is not just for industry or governm ent;
it has the potenti al to bring val ue to al m ost any organizati on that needs
to harness rel ationships. The chal l enge i s al ways to have a pl atform on
which to identify the i ndi vidual drivers and bui l d a l evel of trust that
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works to support mutual benefit. The primary constraint is that
organizations need to open their minds and look beyond local ized
boundaries. The benefit of BS 1 1 000, as for industry and government, is
that best practice and a structured approach are embedded in a national
standard that is avai lable to al l and provides the foundation to al low
organizations of any size to create robust col laborative approaches.
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Chapter 28 – Future of collaboration

H aving l ooked very m uch at today, i t i s worth l ooking ahead in
this chapter to a future perspecti ve where al ternati ve business
m odel s wi l l becom e a substantial aspect of the busi ness
com m uni ty. M any peopl e woul d suggest that these network
m odel s wi l l i n ti m e becom e the predom i nant fram ework for
busi ness, provid ing a m ore fl exibl e and agi l e approach to m eet
the convergence of industri es i n response to custom er
dem ands. At the sam e ti m e the econom i c pressures on
organizations wil l dri ve m any organizations to reconsi der thei r
investm ent strategi es i n favour of col l aborati on in one form or
another.

What becom es cl ear from a wi de range of futuri st perspectives is that the
key word in future is interdependence . The spectre of the banking cri si s
i s j ust one exam pl e of how i ntegrated the worl d has becom e. The
pressures wi thin the European U nion (EU ) refl ect the need to focus on
m utual l y agreed sol utions. The social and com m ercial im pl ications of the
Arab Spring showed how countri es need to recognize the i m pl ications of
thei r acti ons, both l ocal l y and gl obal l y. Em ergi ng econom i es both draw
from and im pact on traditional trading m odel s.

The worl d i s changi ng, and at a faster rate than perhaps ever coul d have
been envisaged. G l obal izati on is no l onger an aspiration; it is a fact of
l ife. Econom ic pressures at al l l evel s are chal l engi ng organi zations l arge
and smal l to re-eval uate thei r operati ons. Em ergi ng nations are changing
the face of econom ics. Com m unications technol ogy has condensed the
m arketpl ace but i t has sti l l to conquer the cul tural di vide. The networked
econom y is rewriting tradi tional busi ness thi nking of ownershi p; i t i s
creating al ternative busi ness m odel s based on interdependent and
com pl em entary al l i ances. The suppl y chai n is g ivi ng way to the concept
of a m ore hol i sti c val ue chai n. Com peti tion i s growi ng, to refl ect the
dem ands of a m ore i nform ed custom er. Consum er choi ce i s starti ng to
i nfl uence the way organi zations behave, both ethical l y and i n term s of
sustainabl e responsi bi l i ty. I n this turm oi l one factor rem ai ns constant:
rel ati onshi ps are a core ingredient for successful busi ness.

Looking to the future, m anagers wi l l work in an envi ronm ent where
cul tural understanding (corporate as wel l as nati onal ), l anguage and
rel ati onshi p ski l l s wi l l be as i m portant as IT and techni cal ski l l s are today.
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Com pl ex col l aboration and m anagem ent at a distance wil l be essenti al
parts of dai l y l i fe. But wi l l we be prepared? The com pl exity and vol ati l i ty
creates a l andscape that requi res constant fl exibi l i ty of approach and
resource i nvestm ent. Col l aborati on or partneri ng i s not a sol uti on in
itsel f, but does offer an al ternati ve perspective through i ntegrated
del ivery networks. These networks wi l l be l ocal l y and gl obal l y opti m i zed
by focusing on the boundari es between organizations, based on what
each does best i n a com pl em entary process. To take advantage of this
potenti al , we wil l need to eval uate the strengths and weaknesses of our
organi zation’s current capabi l i ty, then devel op a strategy to enhance
ski l l s, processes and operations. The im pacts on com peti tiveness and
reputation from a si gni fi cant proportion of busi ness process acti viti es wi l l
be outside our di rect control , which can l eave even the m ost professi onal
of organi zati ons wanting. To harness thi s added val ue m eans chal l engi ng
the tradi tional thinking and getti ng ‘outside the box’. M anagem ent
professi onal s shoul d be l ooki ng to the future busi ness m odel s and
devel opi ng program m es to support their organi zations. Col l aborati on
does not mean disregardi ng traditional val ues or ski l l s, but i t does
requi re l ooki ng at today’s chal l enges from a m ore col l aborati ve
viewpoint and capturing addi ti on benefi ts.

The Future Connections research undertaken by PSL and supported i n
m any other publ ications hi ghl ights the growth in al l iances, partnerships,
consortia and col l aborative program m es. In this changing paradigm
BS 1 1 000 provides the basis to support earl y and robust engagem ent to
bui l d m ore sustai nabl e rel ationships. I t bri ngs approaches together in a
hol istic m anner, based on the principl e that the m anagem ent of each
rel ationship i s a process that can be appl ied to al l types of busi ness
partnerships to im prove effectiveness.

Each organi zation i s unique; their l evel of knowl edge wi l l vary in rel ati on
to their l evel of devel opm ent and the sector or appl ication they are
focused towards. The chal l enge for m any organizations i s that they are
based on l ooki ng outwards but frequentl y fai l to l ook at their internal
capabi l i ty. The adopti on of col l aborative approaches wi l l m ean
integrati ng internal and external processes and wi l l depend on the
readiness of the organizati ons to em brace this integrati on. I n m any cases
organi zations m ay al ready be in a col l aborati ve rel ationship or have
identified potential partners through experi ence. H owever, the
progression i nto a m ore integrated rel ati onshi p changes the dynam ics. I n
the case of organi zations that are al ready worki ng together, the
rel ationship enhancem ent provides a com parison of the positi oni ng of
the two organi zations and at m ul ti pl e l evel s.

At the core of every rel ati onshi p the obj ecti ves m ust be cl earl y defined.
There wi l l a l ways be three sets, the j oint obj ectives and those of each
partner; successful rel ationships wi l l be those where the partners
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recognize the need to support each other’s objecti ves. The col l aborative
approach is focused on creati ng benefi ts for the organizations i nvol ved
and for the custom ers they serve.

Col l aborative rel ati onshi ps have shown that they can rel ease potential
val ue from withi n organi zations. H owever, these program m es do require
i nvestment and effort outsi de the norm al business interfaces; thus it i s
i m portant that organi zations have a cl ear view of what they consider to
be the val ue they are l ooking for. Defi ni ng val ue wil l be di fferent for
each organizati on and m ay differ between partners. The im portant
aspect is to ensure that these can be m anaged si m ul taneousl y and avoi d
confl i ct that m ay di l ute the focus on the outcom es.

The foundation of a col l aborati ve rel ationship is that ri sk and reward
m ust be shared equitabl y between the partners. In devel opi ng val ue
creation approaches the pl atform of risk profi l ing wi l l hel p to sti m ul ate
i nnovati on and bal ance investm ent. Val ue creati on com es from a shari ng
of knowl edge and knowl edge creation program m es wi l l usual l y run in
paral l el wi th drivi ng innovation. Whi l e there m ay be a requirem ent to
stim ul ate the process, the aim shoul d be to bui l d a process and ethos into
the arrangem ent that seeks to prom ote a continuous focus on
devel oping new val ue for the m utual benefi t of the partners.

Conclusion

The aim of thi s book is to draw together concepts and approaches withi n
the fram ework of BS 1 1 000 to give readers a perspective and outl ine of
the opportuni ties and potenti al appl icati ons of col l aborative approaches
to support thei r needs. I t is hoped that the advice and guidance i n this
book wil l hel p to provide the foundati on for future program m es by
bui l d i ng confi dence to expand the degree of interaction wi th partners
and create l onger-term rel ationships that are m utual l y benefi cia l to m eet
the chal l enges of the 21 st century.
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I f you fou nd this book of interest, you m ay al so wan t to con sider:

Complaints Management

Turning negatives into positives

By Michael H i l l

Complaints Management: Turning negatives into positives h as been d esign ed to

h el p any com pan y or org an ization improve the effectiven ess of its cu stom er

compl aint processes an d system s. I t adh eres to th e principl es of th e compl ain t

m anagem en t stand ard BS ISO 10002:2004, Quality management – Customer

satisfaction – Guidelines for complaints handling in organizations.
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h eal thcare, n ot-for-profit, uti l i ties, an d the travel ind ustry to presen t th e read er

with opportu nities to refl ect on good practice wh i l e real izing th e u nd erl ying

benefits of th e stand ard .

Th e book in cl ud es qu otes and statistics that can su pport an internal bu sin ess case,

as wel l as practical ch eckl ists for h and l ing com pl aints, anal ysin g root cau ses, an d

cond u ctin g system reviews.

Th e book al so referen ces the benefits that can be d el ivered from external dispu te

resol u tion schemes an d how BS ISO 10003:2007, Quality management – Customer

satisfaction – Guidelines for dispute resolution external to organizations d el ivers a

stand ard for improvin g the effectiven ess of su ch schemes.

Th e book is in tend ed as a referen ce for anyone (in dividu al , company or

org anization) con sid ering a review of compl ain t man agemen t processes or seeking

accreditation to BS I SO 1 0002:2004. Thu s, i t wi l l be of in terest to professional s in

cu stom er service rel ated in du stries, reg ul ators, om bu dsman and adju dicators.

Also available with standards BS ISO 10002 :2004 Quality management. Customer

satisfaction. Gu idelines for complaints hand l ing in organizations. Gu idelines for

complaints hand l ing in organizations and BS ISO 10003 :2007 Quality management.

Customer satisfaction. Gu idelines for d ispute resolution external to organizations

(see below).

Price £40.00 (with out stand ard s) or £1 60 (with stand ards, member price)

£288 (with stand ard s, non-mem ber)

ISBN 978 0 580 71 876 2 (with ou t stand ards) / 978 0 580 76553 7 (with stan dards)

For further more details see h ttp://sh op.bsigrou p.com/bip221 1
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Raising  the Standard  for Collaboration
Harnessing  the  benefits of BS 1 1 000 :  

Col laborative  Business Relationsh ips

For  any organ i zation ,  bu i l d ing  and  ma inta in ing  good  business relations i s  vi ta l .  Fol lowing  a  col laborative  approach  need  not 

be  costly or  resource-heavy.  The  a im  of th is  book i s  to  provide an  in troduction  to  the  concepts  and  va lue  of col labora tion  and  

BS 1 1000:2010 Collaborative Business Relationships.  A framework specification  standard .  I t focuses on  provid ing  a  first step  

to  adoption  and  imp l emen tation .  The  concept of col laboration  i s  investigated  from  three  perspectives:

These  perspectives are d iscussed  wi th  a  combination  of theory,  practica l  case  stud ies and  an  ou tl ine  of bu i l d ing  b locks for  

successfu l  col laboration .  

The  book i s  a imed  at sen i or  management and  strateg ic business developers.

David  Hawkins  has had  an  extensive  career  in  projects and  procuremen t wi th in  the  construction  industry.  Over  the  past 

decade he has been  an  active  promoter  of col labora tion  and  partnering  concepts,  together  wi th  the developmen t of extended  

en terpri ses through  the  bu i l d ing  of a l l iances.   

He  was the  d ri ving  force beh ind  the  creation  of BS 1 1 000-1 :201 0,  Col laborative  business relationsh ips –  Part 1 :  A framework 

specification ,  and  cha irman  of the  BSI  committee  who developed  the standard .  In  2009  he  was acknowledged  as one  of the  

worl d ’s  top  1 00  thought l eaders on  corporate  socia l  responsib i l i ty (CSR).

What reviewers have said:

‘David  Hawkins has not on l y answered  the  two most importan t questions abou t the  cri ti ca l  top i c of col laboration:  why? and  

perhaps more  elusively,  how? He  has a l so  advanced  the state  of partnering  by bri l l iantly b lend ing  the art of relationsh ip  

bu i l d ing  with  the  science  of managemen t in to  a  hol i sti c strategy that wi l l  produce resu l ts’.  Mr John  Johns,  Deputy Assistant 

Secretary of Defense,  (Maintenance),  US Department of Defense.  

‘What David 's  th inking  has rea l l y impressed  upon  me i s  the  fact that the founda tions of successfu l  col laboration  beg in  wi th  

your  own  organ i sation  and  that successfu l  col laboration  needs to  be  effectively designed  in  to  the procuremen t and  del ivery 

processes.’  Simon Kirby,  MD,  Network Rail  Infrastructure.

Why:  Looks at the benefits of a  col laborative  standard ,  opportun i ties  and  ri sks in  the  context of col laborative  

working  and  how th is  can  support a  business developmen t strategy tha t posi tions relationsh ips to  maximum effect.

How:  Exp l ores the  benefits,  structure  and  imp l ementation  of BS 1 1 000  to  provide a  robust framework for  

col laborative  working ,  ensuring  a  susta inable  business.   

Where:  Exp l ores the  potentia l  app l i cations of the approach  in  ensuring  the  creation  of business va lue.
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