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Preface

To each beginning, there is an end, an end to this thesis, an end as a student. An end also indicates that there will \
be a new begin. The start of year 2006, the beginning of another phase in life. Although my written English have

been improved during this graduation period, | prefer to write this part of the preface in my native language, Dutch. ;
Chinese was also an option, but | think the audience of my thesis Is more capable of reading Dutch than Chinese. |
My apologies for this inconvenience. In this occasion, | want to address the coming words to the people who have
supported me and the people | love and care, especially my parents.

Na 8,5 Jaar ingeschreven te zijn aan de Technische Universiteit te Delft is het moment dan eindelijk aangekomen.
Het moment om te mogen afstuderen. Weliswaar betreft dit een uitzonderlijk langere periode dan gepland, echter ‘
een onderbreking van ca. 3 jaar met veel veranderingen, fluctuaties en ervaringen op verschillende gebieden

hebben in het bijzonder bijgedragen aan dit werkstuk en onderzoek. .

Een onderzoek over een fascinerend land met een rijke historie en totaal andere mentaliteiten dan we hier gewend

zijn. Een onderzoek over belangrijke criteria in het realiseren van een industriea! project. Dit afstudeerwerk omvat

nog vele andere invalshoeken en aspecten die de aandacht van de lezer keer op keer weer dient te prikkelen. Mijn

grote dank gaat uit naar verschillende mensen die zowel direct als indirect, intern als extern betrokken zijn gewesst l
bi] het gehele proces.

Beginnend bij Tebodin wil ik graag dhr. Auke Piek bedanken. Niet alleen is hij manager van de afdeling Corporate '
Business Development, hij was ook mijn externe begelelder gezien vanuit de universiteit. Ondanks zijn bijzonder

drukke internationale schema, heeft hij mij kennis laten vernemen van de basis facetten van de diensten die
Tebodin internationaal aan haar klanten biedt. Hij heeft mij verteld over de inspanning en moeilijkheid die mensen
ondervinden om met Chinese mensen zaken te doen. Hij laat me in mijn vrijheid en creativiteit in het creéren van
foegevoegde waarde maar staat altijd klaar wanneer ik een beroep op hem wil doen.

Naast Auke Piek wil ik ook graag het dankwoord schenken aan mijn directe collega’s, Suzanne Mol, Geert
Kieisterlee en Dietrich Gondi die hebben bijgedragen aan de inhoudelijke context en evaluatie van mijn modelien.
Mijin indirecte collega’s; Michlel van Rij, Klaartie Mackenbach en Bart Lemmens in de opzet van de modellen;
Gerard Streng, Jet Lasseur, Aria van der Gaag, Robert — Jan Smits van Oijen, Madelaine Mclnroy en Kristel
Schiphorst in hun inhoudelijke bildrage aan het onderzoek. En uiteraard niet te vergeten Tebodin Asia Pacific, dhr,
Rong He betreffende de industriéle bouwwereld in China.

Ten tweede wil ik het dankwoord schenken aan de verschillende heren van verschillende commerciéle organisaties
die tijd ter beschikking hebben gesteld in het afleggen van interviews betreffende hun ervaringen in het realiseren
van internationale bouwprojecten al dan niet specifiek gericht op China. Ook commerciéle organisaties die ervaring
hebben in het strategisch adviseren in het zakendoen met China wil ik hierbij bedanken voor hun tijd en informatie.

Als laatst maar zeker niet onbelangrijk, mijn dankwoord aan dhr. Prof. Dr. Ir. H. de Ridder en mijn interne
begelelders, dhr. Karel Braat en dhr. Robert Verhaeghe, aan de Technische Universiteit te Delft, faculteit Civiele
Techniek en Geowetenschappen. Prof. Dr. Ir. De Ridder specifiek voor zijn vaktechnische input en commentaar
tijdens de verschillende vergaderingen. Dr. Ir. Robert Verhaeghe in zijn bijdrage in het ontwikkelen van de
ondersteunende modellen en dhr. Karel Braat. Hij was mijn dagelijkse begeleider binnen de TU Delft die bijzonder
veel heeft bijgedragen aan zowel de inhoud, structuur evenals de presentatie van het onderzoek.

Tot slot, in mijn afsluiting wil ik nog speciaal aandacht richten aan mijn ouders. Van jongs af aan is mij altijd verteld
dat leren en studeren een investering is voor jezelf gericht op de toekomst. Studeren gaat niet vanzelf, het kost veel
tijld en energie in het bijzonder in het laatste traject van je studie. Een ding wat ik wel zeker weet is de energie en
tijd die zij hebben ingestoken Iin de afwachting tot dit bijzondere moment. Hoewel deze afronding een prestatie van
mijzelf Is, wil ik graag gebrulk makend van deze gelegenheid, deze afronding voordragen als cadeau aan mijn
ouders!!!

Kitting Lee |
Delft, 26 January 20086
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Executive summary

LY

“A big and very hungry dragon”, “Controliing the beast”, “China key to US farm exports”, “China, the world’s 4" I
largest economy?”, these slogans are just a few of the many daily appearing articles. The last years, enormous '
changes have taken place in the Chinese economy. Not only today, but in the coming years, or even decennia,
China will be one of the fastest growing economies In the world. A lot of companies are trying to establish
themselves in this country. In connection with China's joining of the WTO, it has become one of the largest and
most powerful economic areas. More and more often business people are looking for opportunities to move or
expand their business into China.

To all the positive aspects, unfortunately there are aiso some negative experiences in the negotiation with Chinese
people. “Chinese people are strange”, “They are just copying everything”, “They are unpredictable” or “They always
say yes, even If they mean no", here too, only a few of negative experiences are pointed out. But still, business
people seek to enter in this market. If it is hardly impossible to avoid the relationship contact with the Chinese
people, why one doesn’t make use of this uncertainty and profit from this occasion in the open up of the wide variety
of China's “guanxl|” (social relationship) networks. Once involved in one of these networks, a range of possibilities
is open to be used. Zooming into the core of this thesis, the consideration of Dutch principal’s’ possibility to

collaborate with Chinese partners in the realisation of an industrial construction project is the basis of this research. ‘

Each construction project can be characterised by a certain building contract form, such as: Turnkey and Design &

Build. Within each form, one of the major aspects described are the relationships between the involved parties.

What is the case, when a project is to be realised in China. In other words: how c¢an Dutch principals logically '
and structurally establish a bullding contract form with a Chinese contractor? An answer to this question is

also the objeclive of this thesis:

“To develop a systematic and logical decision-support tool for a principal in order to arrive at a
collaborative group and building contract form concerning business, cultural and project related issues”

To be able to realise this objective, first an understanding of a management decision-making process towards a |
construction project is required. It appears that this process can logically and structurally be approached in a
number of steps. At the stari, the project characteristics should be defined, whereas in the second step a choice has {
to be made whether to create a business partnership or outsource the project activities. The next step considers the

different outsourcing possibilities that finally result in the categorisation of collaborative groups. Together with
financial models, a time planning and the possibilities of building contract forms, management decisions can be

made and contractors can be selected in the execution of the project. (See Figure 0.1) ‘

‘ Start: Project initiation ] ’

Step I: Define projecl i
characleristics | [

l » Step 2: Organisation — | i

Decision process (19 level)

A I > Step 3: Outsourcing — ‘

Decision process (2™ Jevel)

_| Step 4: Financial & Time
" model (3% level) |

| Step 5: Selection tool
Collaboration forms

............................................................................................................................

|7 Step 6: Management DecisianJ

\ 4
Step 7: Contractor selection + 5 Step 8:
collaboration contract Execution

Figure 0.1: management decision-making process

1: The meaning of principal In the whole thesis can be denoted &3 client. The temm prinipz! Is often used in the cornlext of the Civil Engineering sector.

Summary



Universtty: Delft University of Technology
Faculty: Civil Engineering & Geosciences ~ Deslgn & Building Processes
Course: CT5050 + CT5080 Masler Thesls “Bridge to China”

"I?U Delft

T E B 0 D I N Dale: 18-02-2006

Consultants & Engineers

Page: V of 126

|

A second fundamental topic which has to be understood, is the theoretical basis of each considered building
contract form. Not only in The Netherlands, but also in China. Each form consists of a few main elements:
description of the tasks to be agreed upon; responsibility, authority and liability of the involved parties; risk
separations and allocations and finally a system of reimbursement. With this set of elements, building contract
forms can be categorised in collaborative groups, such as strategic cooperation, forward or backward integrated
outsourcing or the standard traditional bid-build forms. Although the construction industry ltself can be often
characterised as static, closed and not transparent, in recent years, lots of developments, translated to key
performance indicators, can be considered In improving this industry and make It more dynamic and efficient.
Development is ongoing on global level. Some of the key performance indicators include trust, probity,
predictability and transparency. These are interesting abstract aspects in both personal as well as business
relationships. Before the meaning and interpretation of these aspects in the point of view of Chinese people can be
considered, a general understanding of Chinese philosophies and values is a must.

A comprehensive coverage of the roots of contemporary Chinese business thinking would take a thousand scholars
a thousand days.? A general presentation of key determinative aspects are considered from five periods of
philosophers. The first period indicated by the Pre-Confucian China and the "Five Classics”, Book of Changes,
History, Odes, Rites and “The Spring and Autumn Annals”. The second and third period laid down a pattem of
thinking by Confucius and Mencius. Their thoughts of values are translated in virlues and expressed in “Five
Cardinal Relations”, whereas four of them are vertical relations (top-down hierarchy) and one is of “horizontal”
origin: the friend-friend relationship. The fourth period is based on the idea of one fundamental, universal
principle: the Way or Tao of Taoism. In the last considered period, Mo Tzu's thinking was the belief that all human
beings were fundamentally equal and should be loved equally, indicated as universal love. These flve mentioned
philosophical thoughts are nowadays of tremendous importance for the Chinese culture and business practices.
How are these thoughts translated into concrete Chinese values and behavioural attitudes?

Age, hierarchy and authority are the first one to be considered. Respect for tradition, ancestors and age,
stemming from Confucius, were among the main values of people in old China. Wealth, the need for self-sufficiency
which results traditionally in a savings mentality is the second value. As a derivation from “The Book of History and
Rites”, the third value is face. The pervasive Chinese concept of gaining, %iving or losing “face” focuses on
question of prestige and dignity, reflects surprising vulnerability in self-esteem.” The Chinese are acutely sensitive
to the regard in which they are held by others or the light in which they appear. To lose face is the worst thing that
can happen to a Chinese person. Therefore: never insult, embarrass, shame, yell at or otherwise demean a person,
since all these actions would risk putting a Chinese in a situation that he might lose face.” Adjacent values to
“mianzi” (face value) which are also important points are “lianzi* (confidence of society in a person’s moral
character) and “keqi” (polite, well mannered, modesty). The last value is related to social relations. These relations
can be derived from the philosophical thoughts of Confucius and Mencius and can be typified by a reciprocal social
network. The individual link within the social network is known by “guanxi” and the feeling within the link is known
by the term “ganging". Social relations are often expressed by the exchange of gifts.

The Chinese philosophies and their values form the basis of the Chinese. History and culture are very important,
but what still remains, is the aspect of business strategy as warfare. As the people who led the army during war and
the government administration during peace were frequently the same people or drawn from the same clircle, the
same strategic management principles were applied in peace and war.? In competition either In politics or business,
strategy should be aimed at disposing one’s resources in such an overwhelming fashion that the outcome of the
contest is determined before it gets started. After a short side-step, the main focus can be continued to the West
considering the management decision criteria from the points of view of Dutch commercial principals.

Interviews were taken and literature study is done In order to be able to define important criteria towards business
as well as towards projects. During the understanding of the management decision-making process, a separation
was made between the business partnership and outsourcing level, important aspects on the first level are related
to the business relationship between cooperating parties. Aspects like trust, openness, flexibllity, controllability and
cultural fit are defined. Second level aspects (mostly project related) can be divided in Time, Money, Quality or
Health and quantified in risks. It can be noticed that the characteristics of the building contract forms can be divided
and separated in the same basic groups. Finally the last part of the fundamental survey Is discussed and the
analysis towards the achievement of the aim and practical support tools can be taken into account.

Three processes were researched in parallel. First, a Westerm project collaboration support tool requires a
functional description. Again, a separation in several steps characterised the approach towards this description. The

2: Source: Amdlor, T. & Wizel, M.; Dolng business in China. Londot Routtedgs, 2000
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first step is to define the main project aspects. Often this is an activity initiated by the principatl itself. As a result of a
comparison between elements in the building contract forms and management decision-making criteria in step two, ‘
a set of four main criteria groups can be categorised; namely: Risks, Flexibillty, Influence and Complexity. Within

each group, a subset of criteria is deployed in order to be able to relatively judge each form. (Step three) In the
consideration of relative judgement, often one has to deal with personal findings. To be able to represent this ‘
relative ness, in step four an extra dimension is added concerning the weight of each subset criteria.

The second research analysis is conducted in the fields of general management decision-making both for Dutch ‘
people in The Netherlands and in China. Decision-making in Western or Eastern context Is often related to a
company's or a person’s strategy. No matter where a choice has to be made, managers will try to understand and l
verify the impact of a certain decision towards the short, middle and long term period. Another part that contributes ‘
to a founded Western decision is to carry out a risk analysis and the management of these risks. It doesn’'t matter a ‘
decision is based on impulsiveness, casualty, technical data, under social pressure, aill good decision-making ‘
follows the same process® in both the West and the East:

Understand the problem and goals clearly l
Create many possible solutions to the problem
Collect all the conveniently available information about the probable outcome of each course of action |
Weigh the positive and negative effect of each course of action (solution), and then decide on one that you

can commit yourself to fully

VY VVV

When an international (or interregional) dimension plays a part in the decision-making process, managers have to }
deal with other business and cultural issues, such as: language barrier, intellectual property, difference in
communication, negotiation and management style. A technique in order to be able to bridge a cultural gap is cross |
— cultural management, Managers should be aware of cultural differences and often they play a far more .
important role than they will expect. After the awareness stage, one should also recognise the different cultural ‘
dimensions. The next step is to understand these dimensions and be able to predict several cultural profiles and
create harmony in business processes by synthesizing those profiles within the local organisation. In the case of
China, five Chinese principles* can be considered: {

Hierarchy — Who is the boss? |
Collectivism — Them against me ‘
Performance — Higher and higher

Flexibility — Planning is slower than change

Strategy ~ Long — term and pragmatic practices {

A o=

NOTE: SHORT-TERM SUCCESS IS LESS IMPORTANT THAN GOOD PREPARATIONS |

The last part of the analysis concems the cultural merging between Western and Chinese thinking. A list of
business related aspects summarised according to taken interviews and literature study can generally be merged '
togelher into six relationship aspects: learning, adaptation, trust, commitment, social interaction and social
bonds.® Learning takes on a central importance in business relationship between The Netherlands and China. ’
Dutch companies are organised in an inter-organisational network, whereas the Chinese ones are in inter-personal
network. Learning is the process by which companies reduce (or mcrease) their uncertainties. It is also a process of
learning how to live with some uncertainties that cannot be reduced.® ’

Business based on guanxi is very different from Dutch business principles, and since guanxi principles is the
prevailing business more in the Chinese context, Dutch companies most likely need to adapt to them, Adaptations |
make firms more similar and therefore strengthen the bonds between them.” Trust in the Dutch context exists
foremost between organlisations, while trust in the Chinese context exists between persons. Trust is the company’s

belief that another company will perform actions that will result in a positive outcome for the company.® Commitment

Is the intention to continue the relationship in the future and the willingness on the part of both partners to make
short-term sacrifices to realise Iong-term benefits in the relationship. Both firms make an effort to ensure that the ‘
long-term relationship remains.

3: Sourcs: Tucker - Ledd, C.E., Psychological. hlp:/www.mhnel org/peyheip! ‘
4: Sowrce: Amber, T. & Wiizel, M.; Dolng business In China. London: Routiedge, 2000

5: Source: Ramstrdm, J.; West Meest Easl. Finland: Akedemi University Press, 2005

6: Sourcs: Ford, et Al, 1088

7: Sourcw. Johznsson and Mstiszon, 1097

8: Senroo: Anderson & Narus, 1990

9. Source: Apdereon & Nerus, 1684
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In China business relationships are built on social relationships, and personal relationships are often a prerequisite
for the development of other types of business activities. The goal of social interaction is to foster friendship and
personal relationships between actors from each company in order to increase openness and communication
frequency. Social bonds are Important for the development of business relationship in the Chinese context. Social
bonds require the partners to invest time and energy, which is hoped to create positive personal relationships
between the partners.'® Western companies use systems to control relationships. Chinese organisations use
relationships to control systems.

A list of differences between Western and Eastern thinking patterns is included in this report. Five of them are

highlighted as being the main cultural dimension between the Netherlands and China. (See Table 0.1)

| Cuitural dimensions

| Cultural values

The Netherlands

China

Motivation and consequence

Thinking orientation

More rule based or based on
application of abstract principles
such as regulations or laws

Tends to take context and the
specific situation into account into
rule interpretation

Has to have rights and greater

Group duty, preservation of

Unity and diverslty The individual need for autonomy and
individual achievement harmony
Circle and sequence Type of logic Linear Spiral
Expression of self | — orientated We — orientated

Harmony and self-interest

Certainty and uncertainty

Nature of business
relationship

Less important, tend to
substitute relalionship for written

agreement, superficial

Most important business cannot
occur until refationship is sound,
written agreement secondary to
guanxi

Table 0.1: main cultural dimensions between The Netherlands and China

One of the keys to success in global business lies in learning global lessons and then in applying them locally.
There is no one “model” for doing business in China. Because events in China are happening so rapidly, it is better
to describe a method in approaching Chinese people as a framework for anyone doing business in the area. This
framework can be a guiding principle supporting for the Duich managers to be able to negotiate with Chinese
people. (See Figure 0.2)

Prepare

Patience

Figure 0.2: framework for negotiation with Chinese people

A last link has to be connected to close the circle of this research. A link between all considered aspects
towards Dutch construction projects in China. (See figure 0.3) With this theoretical framework, a conceptual
model of the two practical support tools is realised: Quick TEB Toolkit and Quick TEB ROAT. The first
support tool considers the logical choice of a contract group and building contract form. A top-down and
bottom-up approach is used to realise it. The second support tool supporis the analysis of the decision-
making process towards business as well as cultural aspects. The theoretical basis of this tool is based on the
"Real Options approach”. An approach which allows managers to consider and expand their set of strategic
alternatives in identifying and valuing opportunities to contract in the financial and product market. Also an

107 Sourcs: Grenovetter, 1973
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approach to create a link between project level analyses of strategic investments and the corporate strategic

vision."!
[ Industrial Construction Project | ’
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Figure 0.3: dellverables master thesis: "Bridge to China”
Key conclusions which ¢an be drawn from this research:

» The Western project collaboration support tool towards building contract forms can also be used in relation
to Chinese contractors. Building contract forms are more or less the same between The Netherlands and
China. This is confirmed by The Chinese government announcing that it will follow the international
standards and regulations in several directions.

» There is no one “model” of doing business in China. A sound method in approaching Chinese people is to
describe a framework and not a rigid model. A framework which has the function to guide and support
Dutch principals in the negotiation with the Chinese people. This framework can be drawn up out of five
P’s: preparation, priority, patience, precision and people, in which the last one is of fundamental
importance.

» In China, the basic aftitudes (mianzi, lianzi, ganqing, etc.) and thoughts (Confucius, Mencius, Taoism
etc.) are derived from the rich Chinese history and philosophy. Each of them represents a special
characteristic which describe the behaviour of the Chinese people and all of them are related to the most
important concept: guanxl, social personal relationship. Western people often make the mistake to
underestimate the power and “real” influence of this concept. '

» When considering Dutch industrial construction projects, often the time span of each particular project is
only a couple of years. The business and Internal processes involved, including the process of creating a
(personal) relationship, are far more important than the actual realisation of an industrial plant. Dutch
principals or managers are assessed on their managerial skills towards Time, Money, Quality,
Organisation etc. in a project, whereas the Chinese business peaple will be thinking of other matters:
guanxi, long-term strategy, performance and success, all together in terms of harmony. Dutch
principals or managers should continuously be aware not only of their own interest, but also that of their
Chinese partners or contractors. Keeping this in mind is a prerequisite to enable Dutch principals to bridge
these gaps and possibly prevent unexpected circumstances.

> Both supporting tools, Quick TEB Toolkit and Quick TEB ROAT, are literally tools to support Dutch
principals in order to amive at a collaborative form with their future Chinese partners or contractors.
Personal and business relationships are issues which can not be strictly modelled, a certain common
sense is a must in these kinds of management decision-making.

11; Source: Amram, M. & Kulatiaka, N., Real Options = managing strategic investment in an unceriain world. Boston, M husedts, Hervard Bus School Press, 1099 |
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Terminologies

Advisor: the advisor is an advisory party which is on the side of the principal and does not carry any project related |
risks, often the advisor Is an architect or a consulting party.

Alliance: a building contract form whereas parties have the intention to work together on the basis of equality, in '
order to reach a single, common result. The essence of this collaboration is that detaited procedures are agreed
upon with respect to mutual consultations. Another important aspect is the “open book” determination of costs and
the formulation of a detailed declaration of intention. |

Backward Integration - Principal / Engineering Contractor: a collaboration group whereas the principal has an
engineering contract agreement with the engineer; the engineer will be responsible for managerial activities within }
the project. '

BOT: a building contract form with the characteristics of extensive integration in the bullding processes. The }
development of the project consists of design and construction but also maintenance and operation with a final
transfer. Parties work together in a consortium. A condition is that a project is suitable for integration of all the
processes from the start until and including operation. }

Construction Management: a building contract form close to Management contracting. A construction manager
managed the design and construction stage. The principal is directly in contact with all his suppliers and }
subcontractors.

Contractor: the contractor is an engineering and / or construction contractor capable of realising a project |

Cooperation process: several parties in the cooperation process have the same intention and purpose when it ‘
comes to realising a construction project. At first the project is the property of all the cooperating parties, although l
somewhere in the middle or towards the end, the structure itself can be handed over to one main party. The main

focus in the cooperation process is on partnership.

Design & Build: a building contract form whereas design (Engineering) and construction are in one hand. Forward l
integration in the construction industry chain. With this type of procurement there is no fraditional form of
supervision from the side of the principal, although the contractor shall allow him a general authorisation for ‘
inspection to make sure of compliance with the contract.

Engineering Contracting (EPCM): a building contract form. In this form the Engineering Caontraclor is responsible \
for the total design and coordination. (General contracting or Total engineering)

Forward Integration - Principal / Contractor: a collaboration group whereas the principal will let the contracting {
party develop a total solution on the basis of an integrated design and construction method. An extensive
description of the functional requirements is given by the principal.

Ganging = Feelings: ganging is an important concept in Chinese social relations which is loosely translated as ’
"feeling” and is related to the concept of guanxi. Ganging reflects the tenor of a soclal relationship between two
people or two organisations.

Guanxi - Relationship with people: guanxi describes the basic force that holds the personallsed networks of
Influence together. it has always been a central concept in Chinese society and describes a personal connection
between two people in which one Is able to prevail upon the other to perform a favor or service.

Integrated Outsourcing: the principal has the choice to decide In which part of the construction project external

parties will be Involved. The possibilities may involve everything from a simple engineering task move to the total ‘
development of a construction project. Further a sub decision can be made as to whether the principal wants to

work in a principal / consultant, principal / contractor or principal / total supplier collaboration group.

Lianzi - Confidence of society in a person’s moral character: lian is the confidence of society in a person's
moral character, while mianzi represents social perceptions of a person's prestige.

Termlinologles
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Management - Principal / Management — Consultant: a collaboration group. This part of the outsourcing -
decision process represents the collaboration group between the principal and the consultants, but also architects
and management companies who acts as an advisor to the principal.

Management Contracting: a building contract form whereas involvement of a construction manager In an early
phase make it possible to consult the design team by the construction manager. A more efficient and better tuning
will take place which result in fast tracking, efficient coordination and cost control.

Mianzi -> Face value: the idea of shame, usually expressed as ‘'face' could be loosely defined as the 'status' or
‘self-respect' in Chinese people and is by no means alien to foreigners. To lose face is the worst thing that can
happen to a Chinese person. 1

Organisational - Decision process {1 level): first level phase in the decision-making process. The principal will
compare the requirements for the initiated project and the capacities and expertise in-house.

Outsourcing - Decision process (2" level): second level phase decision-making process. The principal not only
has to deal with project-related requirements such as Time, Money and Quality, but also with the organisational and
environmental aspects of the project.

Principal: the principal is the owner and often also the user of a commercial construction project. in commercial
terms, it is often indicated by client.

Principal aspects: a list of important aspects from the principal’s point of view. These aspects are related to the
managerial skills, capabilities of the company and their willingness to take risks.

Project aspects: on the level of a construction project, five fundamental basic aspects can be considered; Time,
Money, Quality, Information and Organisation. Besides of these five, other aspects may also be taken into account
and are grouped together as general.

Quick TEB ROAT: the Real Options Analysis Toolkit gives analysts and their managers the ability to determine the
value of investing in an uncertain future.

Quick TEB Toolkit: a practical support too! focussed on project collaboration selection that combines two
approaches. With this tool, it Is possible to compare several building contract forms all together or within each
collaboration group and finally arrive at a building contract form.

Standard Outsourcing: this part forms the traditional historical well known part of tendering, both with contractors
and consultants.

Traditional = Principal / Contractor: a collaboration group which can be characterised as a collaboration with
strict separation of responsibilities and orders in the different project phases.

Tebodin: Tebodin, Consultants and Engineers, is an independent, international firn that serves its Clients by
developing and realising their projects and investments worldwide. l

Total Development = Principal / Total supplier. a collaboration group whereas the principal has a construction
contract with the total supplier which can provide finance, design, realisation, operation and maintenance in the
project chain.

Traditional Construct: a building contract form. The principal is responsible for the design and the provision of the
tender package and during the construction phase, the principal also supervises the works. The contractor “designs’
the method of construction, makes a planning schedule for the works and executes the works in accordance with
the contractual obligations, i.e. the technical and administrative conditions.

Turnkey: a building contract form. The principal will let the contracting party develop a total solution on the basls of \
an integrated design and construction method. An extensive description of the functional requirements is given by

the principal. One party is responsible for design and construction —> consultation will take place, but detail
engineering and construction is full responsible by the contractor.

Terminologies
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1. Introduction thesis approach

For a long time, the construction industry has been a market that is characterised as being: traditional, unwieldy,
static, closed and not transparent. It is traditional, mainly in its way of tendering and regarding the construction
methods used. It is unwieldy & static due to the fact that different kinds of pariies work together in a complex
situation involving several project phases. The fact that it Is closed and not transparent has become one of the
latest issues to be criticised in the construction world. The principal does not have a clear view of how a project is to
be realised.

Large complex construction projects are continuously postponed and / or delayed. Exceeded budgets are more the
rule than the exception. In the last decade, changes have been made and will continue to be made on the existing
“ways of working”, particularly within the western construction sector. This sector is “slowly” changing in comparison
with other sectors. By contrast, the whole economy of China is going at full throttle. In jusi a couple of years, China
has seen tremendous development in all kinds of sectors. How has this affected the construction industry? How is it
possible that every half a year or every quarter a new building is realised? How can the cultural differences be dealt
with? What are the regulations and procedures underlying local principals as well as foreign principals? And finally
how will the changes and developments which are taking place in western countries be interpreted by the Chinese
construction industry?

In this report some of the above-mentioned issues will be discussed. The aim is to create a “bridge” in the
construction industry between western countries and China (specifically focussing on principals and how they can
collaborate with local contractors). The structure and relations between several research fields are shown in Figure
1.1, 1.2 and Figure 1.3. The reader may use these Figures as a guiding principle (see appendix A). Also 2 list of
abbreviations and terminologies can be found in the same appendix. Throughout the report, some comparisons are
made within the different research fields between the Netherlands and China.

Cyclic
process

B. Collaboration Process
(Thesis description & objectives)

C. Detailed Literature Study + Interviews

h 4

D. Processes researched for management decision — making support tools

E. Practical Tebodin support tools

Figure 1.1: research sequence masler thesls

In Figure 1.1 steps B and E are in a different colour, step D also has a thicker boundary. Step B forms the
fundamental basis of the thesis, whereas in step D the research area will take place and the final resuit in practical
tools will be delivered in step E. Figures 1.2 and 1.3 give further details of Figure 1.1.

Chapter 1: Iintroduction thesls approach
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Figure 1.2: research sequence master thesis — part 1

Figure 1.2 shows the first part of the thesis: the basic literature study, the thesis description & detail literature study.
A thorough basic analysis has been made (step A) to understand and to be able to define the project scope to be
surveyed. As indicated in Figure 1.2, the literature study is done in relation {o building contract forms* in the
construction industry, general constructio