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Managing economic feasibility and social
relationships: interventions to prevent
dysfunctional conflict in public—private

partnerships

Abstract

Large engineering projects such as urban development projects that are
organised as public—private partnerships (PPPs) often encounter critical
problems that directly affect the partnerships. Literature indicates that
characteristics specific to PPPs contribute to these critical problems becoming
dysfunctional conflicts. Consequently, objectives are no longer met and projects
suffer. This study identified interventions that prevent these dysfunctional
contlicts.

In literature no interventions at an operational level that are suitable for use ‘at
the negotiating table’ and are also applicable for urban development PPP
projects were found. Hence, based on a review of literature on interventions, a
perspective for action was developed on interventions that are likely to succeed.
Subsequently, in a study of 10 cases of urban development PPP projects, these
(and other) interventions were found. All interventions can be categorised
under economic feasibility or social relationship. We conclude that
dysfunctional conflicts in urban development PPP projects can be prevented by
managing economic feasibility and social relationships. Under certain

conditions, this also seems applicable to other PPPs.

Keywords: Interventions, dysfunctional conflict, public—private partnership,

urban development project.




1. Introduction

Public—private partnerships (PPPs) are a form of cooperation between the
government and private parties for the realisation of certain public and private
goals (cf. De Bruijn and Leijten 2005: 232). Around the world, PPPs are
frequently used in large engineering projects such as urban development
projects. However, there are substantial differences per country. A distinction
can be made between PPPs where financial risks are mutually shared and those
in which they are not (cf. Bult-Spiering and Dewulf, 2008: 137). The latter are
relatively popular in such countries as France, Germany and Portugal (cf.
Enterprise Risk Services, 2008). These kinds of PPPs are not covered by this
research precisely because they do not involve shared risk capital investment.

PPPs in urban development based on shared risk capital investment
(e.g. as in alliances) can involve non-hierarchical relationships. Cooperation
between both parties is therefore essential in order to achieve the agreed
objectives. Although both parties are aware of this, major conflicts can occur
between parties (e.g. local councils and project developers) that damage the
project. In other words, the conflict can become dysfunctional. Dysfunctional
contflicts are those in which mutual goals are no longer attained, unwanted
delays occur, working relations detetiorate, and winning or losing becomes the
key issue, despite neither party wanting any of these outcomes (cf. Duke and
Geurts, 2004: 169, De Dreu, 2005: 77, 48).

The goal of this study was to identify interventions to prevent these
dysfunctional conflicts. An intervention is defined here as one of a seties of
scheduled activities that ate intended to improve an organisation's effectiveness
(De Caluwé and Vermaak, 20006).

Numerous studies of problems in urban development projects have
been conducted since Kouwenhoven (1991) defined several preconditions and
procedural conditions for successful PPP in urban development and

infrastructure projects. These problems have numerous causes, including



conflicts between government and private-sector interests (which seck
maximum quality and maximum profitability, respectively), a lack of
understanding of interests and positions held by the involved public bodies and
private sector, uncertainties about public decision-making processes and poor
coordination between various public bodies, a lack of trust and transparency, a
lack of joint problem definition and inflated expectations at the project outset
(Lousberg, 2012: 10, cf. Mahalingam and Delhi, 2012: 171). These problems
can become critical if they threaten the project by, for example, delaying or
even halting it.

In literatute, three indications were found of a link between critical
problems and dysfunctional conflicts in conjunction with a PPP in urban

development projects:

—  PPP projects in urban development are complex (Bult-Spiering,
2003:332). A key dimension of complexity is uncertainty (De Leeuw,
2002: 189, Weening 2006: 22). In uncertain situations, assumptions
play a key role and are close to emotionally charged belief (Weick,
1995: 114). In an uncertain situation there is a greater chance of social
and emotional conflicts than there is in stable contexts (Schruijer, 2007:

208, De Dreu, 2005:71, 72).

—  PPP projects in urban development are characterised by the social
diversity of public and private parties (Van der Mejj et al., 2000:39,
Bult-Spiering, 2003: 260 ). Social diversity, which includes demographic
characteristics, culturally-determined value systems and religious
convictions, increases the chance of social and emotional conflicts

(Jehn, 1997, Pinto, 2004: 208).

— The discussion on spatial quality in urban development PPP projects is
ambiguous (Teisman, 2004: 14). In an ambiguous situation it appears
that, in the absence of objective criteria, players with a different value

otientation depend more on personal or professional values when




giving meaning to that situation. The clash between different values
often adds a political and emotional dimension to the situation (Weick,

1995: 93).

All three indications lead to the conclusion that the specific characteristics of a
PPS in urban development generate a greater probability of socio-emotional,
dysfunctional conflicts. This also means that, in such an environment, critical
problems can escalate to become dysfunctional conflicts. The key research
question was therefore: Which interventions at an operational level can prevent

dysfunctional conflicts in the practice of PPP in urban development projects?

2. Literature Research

To answer the research question, a literature search was conducted on the basis
of two criteria (Lousberg, 2012: 39): is the intervention at an operational level
suitable for use at the negotiating table and, if so, is this intervention applicable
to PPP in urban development?

The literature on negotiation and conflict presents various theories, for
example that of constructive controversy (Tjosvold, 1998, Vollmer and Seyr,
2013) and the dual care model (Thomas and Kilmann, 1974), that can be used
to create a perspective for action by means of negotiating styles, general rules of
thumb and strategies (cf. Saner, 2005). However, this literature does not
provide interventions at an operational level and/or confirmation of their
applicability in PPP in urban development projects.

The project management, process management and urban
development literatures provide solution strategies for existing conflicts and
ways to prevent conflicts by using, for example, the mutual gains approach
(Evers and Susskind, 2009), but they do not offer interventions at an
operational level that are suitable for use at the negotiating table. Recent

literature on, for instance, strategies to enhance collaboration in construction



projects (e.g. Dewulf and Kadefors, 2012, Brady and Davies, 2014, Castafio et
al. 2015) also does not meet one or both of the abovementioned criteria.
Thus, literature does not provide interventions at an operational level
suitable for use at the negotiating table or interventions that are applicable to
PPP in urban development. We therefore independently developed a
perspective of action while also taking into account relevant findings from
literature. First two dimensions are developed, next, interventions which are

likely to succeed.

2.1 Two dimensions: economic feasibility and social relationship
A previous case study of PPP in urban development projects revealed that the
term economic feasibility and various terms relating to social relationships
seemed to play a role in identifying the causes of and solutions to dysfunctional
contlicts (Lousberg, 2012: 37). Other research confirms that economic and
social perspectives to describe and clarify the creation and functioning of
interaction in PPP in urban development projects need to be distinguished
(Bult Spiering, 2003: 272, 273). Further, the negotiation and conflict
management literature distinguishes between two pathways, namely
content/result on the one hand and people/relationship on the other (cf.
Thomas and Kilmann, 1974, Fisher et al., 2004).

There are thus two dimensions in which interventions that can prevent
dysfunctional conflicts can be positioned: economic feasibility and social
relationship. Economic feasibility is defined as the relation between price (=
costs + revenues) and quality: something is feasible if it has an acceptable
price/quality relationship. Social relationship is defined as the interaction
between the collaborating actors, where a good relationship is characterised by

commitment, trust, acceptance and respect (Bult Spiering, 2003: 269, 271).

2.2 Interventions from literature that are likely to succeed
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The negotiation and conflict literature provides conflict interventions and
conflict context factors (cf. Giebels and Euwema, 2006: 150). We start with the

formetr.

2.2.1 Conflict interventions
Ldentifying assumptions
The cause of a dysfunctional conflict can be localised in assumptions about
oneself and the world, in the belief system that works like a cognitive filter (cf.
De Moor, 1991: 19, 115). It was therefore essential to identify those
assumptions.

Checking or identifying assumptions appear to be a process primarily
of clarification and deconstruction. Clarification implies making the implicit
explicit, and here assumptions are presumed to be implicit. Many people simply
accept these assumptions. Others, however, believe they should not be taken at
face value. One thing that people are then not aware of is that the other party
needs those assumptions in order to form a view of the thought process that it
wants to clarify (cf. Smulders, 2006: 356). Conversely, the other party is
unaware that it needs those assumptions in order to be able to understand that
thought process. Deconstruction refers to the capacity to understand or decode
what others have constructed (Van Dongen et al., 1996: 33). Within the
framework of the present study, deconstruction is interpreted as the capacity to
decode the problem and solution presentation by identifying the underlying
assumptions. When there is a danger that a conflict might escalate, formulating
or reformulating each other’s assumptions or identifying assumptions based on
differences in perception appears to be an essential step towards preventing a
dysfunctional conflict.

The literature also shows that the effective application of conflict styles
generally does not mean that there is a preferred strategy, but rather a mixed
strategy, with the simultaneous or sequential use of two styles: competition and

cooperation. The greatest effect is achieved if one first competes and then



collaborates to find solutions (cf. Giebels and Euwema, 2006: 71). However, in
Giebels’ study, this was not specified in terms of action at the operational level.
These strategies of competing and collaborating are specified below in
confronting and exploring, respectively. Confronting can, in fact, be regarded as
a form of competing or forcing — namely ensuring that your problem also
becomes the problem of the other (ibid: 67) — whereas exploring can be
regarded as a form of cooperation or problem-solving. One opts for an open
approach and seeks a joint solution (ibid: 66).

Confronting
The literature studied suggests a connection between secking confrontation and
preventing conflicts: that is, robust and constructively contested differences of
opinion improve mutual relationships and boost confidence in future
cooperation (De Dreu, 2005: 70). De Dreu based these findings on
experimental research by Tjosvold and the field study that he performed with
Tjosvold involving 60 managers in two Dutch organisations (ibid: 70). The
question is whether the suggested link exists and, if so, whether it applies to
PPP in urban development projects. The first step is to engage in the
confrontation. In the present study, confronting is interpreted as a form of
mirroring. In order to avoid losing one’s grip on assumptions, it is important to
gauge one’s own personal ideas against the perceptions of the other (cf.
Vermaak, 2009: 221). This means allowing a connection between differences in
petception, as a result of which it becomes clear that at least one party is
experiencing a problem and what these differences in perception actually are.

Exploring
Here, exploring is interpreted as a way of jointly creating windows, based on
new models or frames, from which reality can be viewed and given meaning (cf.
Vermaak, 2009: 221). These new windows reframe because they replace the old
ones. They enable us to see things in a different light, to weigh up the

possibilities and eventually to achieve the best possible solution.




This is backed up in the process management and conflict literature as
follows. Exploring possibilities for linking problems and solutions based on the
various views is a central element of the formation of a ‘new agenda’ for
impasses, which can be described as a dialogue of the deaf. The new agenda
reframes the issue by basing the debate on new concepts (Van Eeten, 1999: 34).
What is more, looking for win—win solutions can considerably reduce the
probability of future conflicts, or a repetition of conflicts (De Dreu et al, 20006:
927). Exploring possibilities for mutual solutions appeared, therefore, to be a
potentially effective intervention that should be investigated to establish

whether it is effective in the context of a PPP in urban development.

In addition to conflict interventions, four conflict context factors that reduce or
even counteract conflict escalation have been distinguished (ct. De Dreu, 2005:
60, Giebels and Euwema, 2006: 150). Escalation is restricted in the event of a
power balance; if accountability has to be given with regard to the conflict
process; if there is a cooperative climate; and if there is low time pressure (De

Dreu, 2005: 62). Let us examine these factors in the context of PPP projects.

2.2.2 Conflict context factors
Power balance
In the case of PPP projects in urban development, there is a power balance in
the sense that, although there may be power differences, these are rarely so
substantial that the strongest party can impose its will on the other party
(Teisman, 2004: 421). Consequently, there does not appear to be a structural
imbalance of power which, by definition, creates unequal conditions for the
negotiation and escalation process. Some jostling for power and position is
probably going on within those processes.

Accountability for process
Given the focus on negotiations between the local authority and project

developers, this study assumes that public and private parties have to give an



account to their backers with regard not only to achieved outcomes but also to
the way these outcomes were achieved.

Climate of collaboration
Here, this factor is defined on a dimension between competitive and
cooperative. A cooperative climate is a situation in which people believe that
their goals are positively connected, with ‘positively’ meaning that the other
party also wants to achieve those goals, enabling both parties to be successful
(Tjosvold, 1998: 288). A competitive climate is a situation in which people
believe that their goals are negatively connected; in other words, if one party
achieves its goals, it is less probable that the other party will achieve its goals
(Tjosvold, 1998: 289). The climate of collaboration is perhaps the most
important factor for conflict prevention (De Dreu, 2005: 61). We assume that
in the context of PPP in urban development projects, the climate of
collaboration differs per project and may even differ from time to time within
one and the same project.

Time
One of the characteristics of a PPP in the context of urban development is the
long duration of projects. It was therefore assumed that the influence of the
time factor is limited.

In short, in the context of a PPP in urban development projects, the
factors of power balance, accountability for process, and time are ‘standard’
contributors to preventing escalation, with the climate of collaboration being
the only one that can still vary. We therefore assert that a dysfunctional conflict

can be prevented by creating a cooperative climate.

2.3 Research questions
Given the lack in literature of interventions that, at an operational level, are
suitable for the negotiating table and are also applicable to PPPs in urban
development projects, a perspective for action was developed that contains the

following interventions that are both likely to succeed and require research.
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- Conflict interventions:

Confronting differences in the perception of economic
feasibility,
Identifying assumptions that underlie these differences and

—  Exploring these differences as possibilities for mutual solutions.

- Conflict context factot:

—  Cooperative climate.

In light of the main research question (i.e. which interventions at an operational
level can prevent dysfunctional conflicts in the practice of PPP in urban

development projects?), the following two sub-questions were formulated:

—  Which interventions contribute in the practice of PPP in urban

development projects to preventing dysfunctional conflicts?

— Are the interventions that confront, identify and explore (CIE)
differences in the perception of economic feasibility part of these

interventions in a cooperative climate?

3. Multi-case Study

3.1 Methodology

To address the research questions, a multi-case study was conducted. Based on
the criterion of having considerable experience in a senior management
position in a PPP in urban development, 20 experts were selected and asked
about any cases that they knew about involving a PPP, a conflict about
economic feasibility and a ‘near-miss’ dysfunctional conflict (i.e. a conflict that,
although clearly escalated, did not become a dysfunctional conflict). Next, two
key individuals involved in each case were asked whether they also believed that

the case in question met the above three criteria. They were then asked whether



they would be prepared to participate in the study — subject, of course, to
confidentiality.

Questioning the 20 experts led to the identification of 12 case studies.
These experts referred us to other experts with similar experience, but this did
not lead to additional case studies. Two case studies were rejected following an
initial interview because closer investigation revealed that they did not appear to
meet the required profile of a PPP in urban development wherein a near-miss
dysfunctional conflict about economic feasibility occurred. Ten case studies
remained.

A total of 21 interviews (three interviews in the first case and two in
each of the other nine cases) were conducted; each lasted approximately 90
minutes. By putting the same question to at least two parties involved in the
case, an attempt was made to ascertain the factuality of the project, at least as
perceived by the participants. Secondary data like brochures and newsletters
were collected as background information. In the case of conflicting data, the
data were rejected.

Because of the mix of an open and focussed character of the twofold
research question, it seemed appropriate to adapt a strategy of a semi-structured
study combining open and closed questions. The questionnaire was divided

into three sections:

- 'The first section was intended to determine whether the case was
suitable on the basis of control questions about the project, the PPP

and the conflict.

- The second section was kept as open as possible with a broad
otientation in order to gain as complete a picture as possible of what
was done in practice (i.e. to address the first research question).
Interview questions addressed issues relating to conflict, interventions

and working climate, as well as economic feasibility and social relations.
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- The third section went into more detail. It consisted of closed
questions that addressed the second sub-question, namely whether the
confrontation, identification and exploration of differences in
perception about economic feasibility formed part of the intervention

process in practice.

3.2 Results

3.21 Single-case Analysis

First, all the cases were analysed in a single-case analysis. All 10 cases were
analysed (cf. Lousberg 2012). However, due to the limited space available for
this article, we present the single-case analysis of only one case (case no. 5) in
order to illustrate how the analysis was performed. The answers to the first

section of the questionnaire for case no. 5 are:

- Project and PPP. The case involved an urban development project close
to a large city. A temporary consortium was established in the form of
a BV/CV (private limited company/limited partnership) construction
in which four developers held a 49% share as the BV and the local
council and a bank (until a few years ago) held 49% and 2% shares,
respectively, as the CV. As a result of the nationwide redrawing of
municipal boundaries in the early 2000s, the district in question
transformed from being a relatively small local authority into one of
the largest local authorities within the Randstad conurbation. The
project involved thousands of homes and tens of thousands of square

metres of office space.

- Conflict — Essence and Escalation. The public body stated the following
about how the conflict threatened to escalate: "Things had become
rather fraught, especially on the public side... Tension was mounting

quite high within the local council because of an insolvent estate, or so



it was seen. At a certain point, money needed to be put into land
development and the question arose as to whether this was a loan,
whether it would be repaid and whether we would get relief on this
loan. Things began to get vety strained...' The public body stated the
essence of the conflict to be ... that no contractual agreements had
been made for times of economic downturn.' The developer stated
that, "Things threatened to escalate due to financial discontinuity. The
coffers were empty as a result of the economic crisis” and ... the
essence of the conflict was that the private-sector organisations had
negotiated too successfully at the outset. A huge imbalance arises if one
party is able to negotiate a position for itself in which it has all the
rights, full control and no obligations. After all, it was a small local
council that had to contract out a huge project and didn't have the

administrative resources to draft adequate contracts.'

The answers for all the cases are summarised in the table below.

(Table 1)

Table 1 shows the investment volume in millions of euros, how the partners in
the PPP were dependent on each other, what the conflict was about and the
essence of the conflict. The last two characteristics turned out to be dependent

on the perception of the interviewee.

Interventions were found by analysing the answers to the second section of the
questionnaire. The answers were transcribed. Because of the two sub-questions
(i.e. which interventions contribute in practice to preventing dysfunctional
contflicts, and does this include CIE?), the transcriptions were analysed only to
identify, and not relate, these interventions. For that, we applied the first step of

open coding (Strauss & Corbin, 1998: 106) with the use of Atlas Ti, by marking
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relevant passages, summarising them and assigning them an intervention name.

Table 2 shows an example of case no. 5.

(Table 2)

3.2.2  Cross-case analysis
When all the interventions from the 10 cases were compared (while applying
the second step of open coding, ibid: 114), it became clear that, due to their
similarity, many of the interventions could be placed in the same category. For
example, ‘Placing risk with the private-sector organisations’ could be grouped
together with the intervention taken from another case referred to as
‘Converting revenue-dependent investment into guaranteed investment’ in the
‘Risk response’ category. Similarly ‘Working together’, ‘Drafting a plan
together’, ‘Sharing the problem’ and ‘Creating/posing and solving a problem
together’ could all be grouped under “Working together’. Apart from the
interventions categorised under CIE, a total of 28 interventions were found,
which were then reduced to 19 interventions (see Table 3).

The interventions identified in the transcripts were combined with the
participants’ answers to the third section of the questionnaire on the
qualification of the climate of collaboration (see Table 3). A criterion was
established that both the case’s respondents had to agree about the nature of
the climate of collaboration to determine whether it was cooperative or
competitive. The climate in two cases was classified as competitive, in six cases
as cooperative, and two cases as neutral or undefined. At least two or three
cases are required per group/subgroup in order to be able to compare the
groups/subgroups of cases (Yin, 2003: 47).

In addition to this, the answers to the third section of the questionnaire
relating to the interventions confronting, identifying and exploring differences
in perceptions of economic feasibility were analysed and connected with the

climate of collaboration at the time of conflict as indicated by the participants.



It transpires that in all cases, confronting views related to feasibility
took place during the conflict. In addition, neatly all cases involved
assumptions related to feasibility and the different ways in which this was
perceived. The answers also show that confronting views on economic
feasibility is related not so much to confronting facts, but to confronting
underlying assumptions about the expected costs and/or risks, assumptions
that are dependent on the perception of the participant in the conflict. It also
appears that those assumptions or backgrounds to the differences in perception
are identified only in the case of conflicts in a cooperative climate. In a
competitive climate, the focus is still on assumptions and differences in
petception, but these are not specifically identified. The various possibilities
open to the parties are again explored only in a cooperative climate.

As indicated by the analysis of the answers to the second section of the
questionnaire (see Table 3), the analysis of the answers to the third section of
the questionnaire therefore shows that all the cases with a cooperative climate
involved the confronting, identifying and exploring of differences in perception
of economic feasibility, but that the cases with a competitive climate only
involved confronting.

Finally, all interventions were assessed to see whether they could be
categorised under economic feasibility or social relationship.

Summarising, the analysis of the answers to the second and third
sections of the questionnaire identified interventions that contribute to the

prevention of dysfunctional conflicts (see figure 1).

(Figure 1)

4. Discussion
4.1 Cooperative climate versus competitive climate
It is perhaps surprising to find an intervention such as ‘threatening’ or even

‘removing’ as one of the interventions in the social relations section of the
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cooperative climate. However, Figure 1 shows all the interventions that are
classified as contributing to the prevention of dysfunctional conflicts, including
the aforementioned and a competitive climate. That is remarkable, because
although it is contra-intuitive, it makes sense from a practical point of view. As
we have noticed in this practice, even in a climate that is retrospectively
classified as cooperative, there will have been moments of threatening
behaviour or worse. And even though a climate has been classified as
competitive, it appears to be possible to prevent the conflict from becoming
dysfunctional. It is also interesting to see how the interventions found in a
cooperative climate are much richer than they are in a competitive climate.

According to Tjosvold (1998), the outcome in a cooperative climate is
characterised by high-quality decisions in contrast to low-quality decisions in a
competitive climate. This appears to correspond to the finding that a whole
host of interventions can be found in a cooperative climate, whereas this is
much less the case in a competitive climate. It seems to be mainly determined
by whether the participants believe that their goals are positively related
(Tjosvold, 1998: 291). However, because in the current study the existence or
absence of a shared goal was not investigated, confirming this finding could be
the subject of further research.

In addition, whereas in a cooperative climate the interaction is
characterised by constructive controversy and mutual exchange, the interaction
in a competitive climate of collaboration is characterised by discussion
avoidance, a closed attitude and an attempt to coerce (Tjosvold, 1998: 291).
This contradicts our findings, namely that coercion takes place in both climates.
Practice appears to be more messy than Tjosvold’s results suggest. We believe
that in this practice, negotiations can be characterised as an alternation between
a distributive strategy and an integrative strategy (Saner 2005: 130) within a
dominant cooperative or a dominant competitive climate. But this has to be

investigated further.



4.2 Economic feasibility and Social relationship
The analysis confirms that all interventions can be classified within the
distinction between economic and social perspective that is at the basis of the
theoretical framework of this research. The distinction corresponds to research
on large-scale engineering projects in recent years. In 2011, Hoezen et al.
distinguished between formal and informal contracting processes. Dewulf and
Kadefors (2012) state: “There are two dimensions of any exchange relationship:
the formal contract and the actual interaction that takes place’. Also in 2012
Henisz et al. contrasted economic and legal perspectives with sociological and
psychological perspectives in their article “Towards a unified theory of project
governance’. In 2014, Walker and Lloyd-Walker distinguished a relational
approach contrary to the traditional substantial approach in the managing of
alliance projects. Finally, in 2015 Bygballe et al. added that Dewulf and
Kadefors had shown in 2012 that the formal contract and the informal
relationship interact. The distinction in the current study between economic
feasibility and social relationship seems to correspond with that.

These authors seem to suggest that while communicating at a formal/
economic/legal/feasibility level, communication also takes place at an
informal/sociological/psychological /relational level (cf. Schulz von Thun,
2003: 15-17) and that these two levels interact. Here, this is interpreted as: while
working on the business contract, a social contract (e.g. Anvuur &
Kumaraswamy, 2007) is formed. It would be fascinating to follow this line of
thought and try to find more empirical confirmation of it. Future research
could investigate, for example, what the relationship is between interventions
concerning economic feasibility and those concerning social relationship, and

how the latter helps the former and how they influence each other.

5. Conclusion
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The key research question of this study was: Which interventions at an
operational level can prevent dysfunctional conflicts in the practice of PPP in

urban development projects?

On the basis of a literature study, this question was divided into two sub-

questions:

- Which interventions contribute in practice of PPP in urban

development projects to preventing dysfunctional conflicts?

- Are the interventions that confront, identify and explore (CIE)
differences in the perception of economic feasibility part of these

interventions in a cooperative climate?

Including CIE, a total of 31 interventions were identified and then reduced to
19 interventions (see Figure 1). This answers the first of the sub-questions.
Because the CIE interventions are included in these identified interventions,
the second sub-question can be answered in the affirmative. All identified
interventions contribute to preventing dysfunctional conflicts, from which
those that occur only in a cooperative climate, including CIE, contribute to the
realisation of a more cooperative climate of collaboration. With that, the key
research question is answered.

All identified interventions address aspects of economic feasibility and
social relationship in both a cooperative and a competitive climate. We
conclude that dysfunctional conflicts can be prevented by managing economic

feasibility and social relationships.

6. Contribution, limitations and generalisation

This study contributes to the field of the management of large PPP engineering
projects by bridging the gap in literature on interventions that prevent
dysfunctional conflicts that, at an operational level, are ‘suitable for the

negotiating table’ and are applicable to PPPs in urban development projects.



Although the study was limited to Dutch PPPs in urban development projects
that satisfy the three criteria of a shared investment risk, a non-hierarchical
relationship between parties and the phase prior to signing a realisation
contract, the results of this study also apply to other PPP projects under certain
conditions.

Concerning the ‘suitability for the negotiation table’, we want to extend
the study. Because the research was a retrospective investigation, respondents
reflected only on what had been done at this table, not on what had actually
been said. It would be very interesting to investigate (e.g. by observation) what
is said during such negotiations, and we feel that this should be the very next
step in continuing the current research.

Concerning the applicability to PPPs in urban development projects in
general, the study was limited to PPPs in urban development projects in the
Netherlands and, as mentioned in the introduction, the situation in other
countries can differ fundamentally regarding, for example, shared risk. If a
partnership does not satisfy one or more of the three criteria mentioned above,
it is less likely that the study's results can be applied.

The study's results can partly be generalised to public—private
partnerships not set up for urban development projects: social relationship-
related interventions are not specific to urban development projects, but the
interventions taken in respect of economic feasibility as identified in practice
are highly specific to urban development projects. Moreovet, if the
interventions taken in respect of economic feasibility are interpreted in more
general terms of feasibility like political or environmental feasibility — as long as
it is crucial for the survival of the public—private partnership — we believe it is
likely that the results of this study will apply to other public—private

partnerships.
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Conflict about

Essence of the conflict

EE 2L
1150 Residual land C | Land price Cooperation code
value D | Profit sharing arrangement Wall of incomprehension
G | Transparency of figures Distrust
2| 150 | Residual land C | Minimum amount Councillot's viewpoint
value D | Behaviour of other party Acceptance level reached
3| 200 | Residual land C | Estimate of profit and costs Prejudice of the other party
value D | Land price calculation Lack of knowledge of the other party
4| 100 | Spread of risks | C | Other party's goals Insufficient financial cover
50-50% D | No guarantees from other party Intransigence of other party
51 600 | Spread of risks | C | Lack of funds Faulty contract
50-50% D | Financial discontinuity Imbalance of power
6| 300 | Residual land C | Financial deficit Increase in return
value D | Revenue from homes Different interpretations of offer
7| 850 | Spread of risks | C | Compensation for loss or damage Compensation scheme
50-50% D | Extra costs Wrongly granted permit
8| 250 | Quality/Land C | Developet's quality plan Public reference images
value ratio D | Link between town and shopping centre | Control
91 * Spread of risks | C | Financial feasibility Profit of private parties
50-50% D| Utban plan Distribution of profit and costs
1] 185 Profit-sharing | C | Changes to the plan Developer too small
0 D | Changes to the plan Simply money’

Table 1. Answers to the first section of the questionnaire. C = city council representative, G =

governmental representative, D= developer. * = unknown




3. What action was taken during the conflict to ensute that the | Summarised and interpreted
end result was achieved? on interventions.

C At a certain point, the commissioners, i.e. those at the
level of top civil servant and supervisory board member,
in effect addressed the following question during several
informal sessions, ‘Hey guys, how should the conncil deal with this
Jar from favourable sitnation? ... empty coffers, negative Personal contact
ground development, major strains due to amenities,
more money, no facilities, more money. Then you get a
millionaire’s row on your doorstep... money has to be
poured into a bottomless pit — money that you may never
get back — and you’ve got no amenities either. That’s not
something that can be easily explained as a council. So, we

shared these issues with the parties involved and they Sharing the problem
understood the situation... The first thing we did was to
buy ont the bank to gain a greater balance of control. We came Removing

up with a package of measures so that both the council
and the private-sector organisations had a solid story...
The council borrowed the money, the bank was bought ont and the
private-sector organisations in effect gave a purchase guarantee Placing risk with the

without any presales and withont any quota system — instead a private-sector organisations
fixed price per square metre.

D The bank was the only party that wanted to maximise the
consortium’s profitability; all other parties opposed it.
This caused a great deal of tension. Moreover, there was a
claim on what was termed reasonable return on equity
capital due to their perspective that the consortium was
purely an economic activity. This claim involved making
policy decisions and acting in accordance with a desired
return on equity capital. This paralysed both the public
and the private parties in their attempts to take joint
action. This is why we eliminated this particular party from the | Eliminating the one party
equation when renegotiating the contract’s that was acting purely in its
terms & conditions and public and private obligations. own interests.

Table 2. Example of the analysis of the transcriptions of the answers to the second section of the

questionnaire for case no. 5. C = city council representative, D= developer

22



Intervention Category Climate of
collaboration

Converting revenue-dependent to guaranteed investment, Risk Response Cooperative

Placing risk with private-sector organisation, Taking on climate

other party's risk, Transferring and spreading risk

Converting to alternative usage, Maintaining no. of homes, | Plan amendment

Increasing turnover and urban densification

Focus on quality and cash flow rate, Focus on time- Focus on revenues

dependent revenues, costs and obligations, Optimising and cash flow

revenues, Adjusting cash flow

Best alternative without agreement * (BAWA) ditto

Provide alternatives ditto

Cost reallocation ditto

Personal contact, Preliminary discussion Personal discussion

Working together, Drafting a plan together, Sharing the Working together

problem, Creating/posing and solving a problem together

Sell plan to third party Removing

Threatening ditto

Senior management intervention ditto

Submission ditto

Time-out ditto

Third-party mediation ditto

Larger mandate ditto

Set up a briefing, Problem setting Confrontation

Putting assumptions forward for discussion, Looking for Identification

where exactly the problem is

Examining backgrounds, Looking for the solution, Exploration

Thinking together about requirements and wishes, Starting

exploration

Putting it on the negotiation table Confrontation Competitive

Replacing people Removing climate

Personal discussion ditto

Threatening ditto

Submission ditto

Senior management intervention ditto

Table 3. Overview of interventions found in the answers to the second section of the

questionnaire and categorised. (*Fisher et al, 2004)




9 o Risk response, Plan amendment, Focus on revenues and cash flow, Best
g = alternative without agreement,* Provide alternatives, Cost reallocation
(o} & ,_9
§ | 5%
§ =2t Confronting, identifying and exploring (CIE) differences in perception
8]
[
= Personal discussion, Working together, Removing, Threatening, Senior
< %] . . P . . C
b3 — g management intervention, Submission, Time-out, Third-party mediation, Larger
& £g mandate
o B}
o v =
2o
g £
g % B Confronting differences in perception (C)
w2
E |28
o
()
.2
5 "
° |- g Personal discussion, Threatening, Submission, Senior management intervention,
g | % Removing
Q S
@) [ ™1
Fig. 1: Interventions — consolidated (* Fisher et al., 2004: 123)
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