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Abstract 

This graduation report describes the development of a roadmap for project alliances in the process industry. The 
roadmap was developed based on the literature sources, research that was conducted in 22 companies and practical 
information used within Fluor, the company where the graduation assignment had its basis. The roadmap has the 
objective to support the reader in identifying those steps that are important to ensure alliance project completion 
with a high probability of success. 
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Preface to the graduation report 

With this report I present to you my master thesis which is the final part of the master study Industrial Engineering 
and Management Science at the Technical University of Eindhoven. In this graduation report the development of a 
roadmap is described for project alliances in the process industry. 

The assignment preparations started in February 2005, when two board members of the NAP foundation contacted 
the University for assistance in a project that would provide some insights on the alliance concept. The NAP 
Foundation aims to strengthen the network of the process industry and its suppliers, and was interested in the 
opportunities this form of project execution could bring for its members. Since the end of March 2006 I have been 
working on the roadmap at Fluor in Haarlem, one of the members of NAP. Fluor had just started an alliance and 
therefore this would be the best opportunity to gain hands-on information on an ongoing alliance. 

Looking back on the assignment I can say that I learned a lot about an industry that was totally new to me. How 
much does anyone really know about construction of refineries and offshore platform except for the fact that the 
latter needs to be evacuated once in a while? Cees Zwinkels told me a lot in the first weeks of my work so I could 
have a smoother start. The assignment enabled me to interview many alliance experienced professionals in the 
process industry. In only a few months I have seen 25 different companies, which is certainly not a bad experience 
for a young professional. I would like to thank all the respondents for the time that they made available for me for 
the interviews and the review. Special thanks go to Wim Smit, who was also willing to participate in the expert panel 
review. The assignment has not always been easy because there where three parties' wishes to fulfill; those of the 
NAP foundation, of Fluor and the scientific ones of the University. It has been a puzzle the last eight weeks, and I 
hope that all partners in my alliance are satisfied with the result 

First of all I would like to thank my university supervisors Joan van Aken, for his enthusiastic approach and 
passionate attitude during our meetings, and Ard-Pieter de Man, for his simple but effective criticism. I consider 
myself very fortunate to have met and worked with open minded supervisors in this unusual graduation assignment. 
Further thanks go to Fluor for giving me an excellent location for my graduation assignment; my day-to-day 
supervisor Cees Zwinkels, who has been supportive and available all the way, and my "organizational" supervisor 
Glenn Blommaert, who challenged me multiple times and spent considerable time to improve my final graduation 
report. 
Furthermore, thanks go to the NAP foundation for giving me this opportunity and especially to Jaap de Kleijn and 
Henk Bellinga for their support during my assignment. 

Last but not least I would like to thank some people in the personal circle of acquaintances. To start with my 
parents, Lon and Mieke, for their continuous and never ending support on the somewhat extended road to 
graduation. Nonetheless, I made 2006 dad! Daan, my brother, I have seen you more the last eight months than the 
five years before that, and I would like to thank you and Eva for the company that you have given me which made 
the first months in Haarlem much easier. Since I do not have free public transportation any more from this day on, 
you will have to come to Haarlem more often. 

The developed roadmap for the NAP foundation will start in with the preface that follows upon this writing. 

Gijs van der Zon 
Haarlem, November 2006 
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Preface 

This report presents a roadmap for project alliances in the process industry. Alliances are, in general terms, 
intensive cooperative relationships between two or more partners with the aim to improve the business position of 
all partners. Obviously, the alliance concept is quite broad and can be used in many situations and changes in form 
and function accordingly. This report provides a roadmap for alliances in the process industry (refineries, chemical 
plants, offshore drilling rigs, etc.) which are executed in a project. 

The research was done for the NAP platform which consists of organizations that are active in the process industry, 
e.g. equipment suppliers, construction contractors, engineering offices, technology institutes, plant owners. The NAP 
platform has done some previous research on the alliance topic in the past and did a publication in 1999 on 
alliances: "Alliantie projecten in de industrie". The scope of this report is to further spread the alliance concept in the 
process industry with the objective to provide the process industry, and especially the NAP members, with 
information about alliances and make this concept better known in an industry where predominantly traditional 
methods of establishing working relationships are still regulating the day-to-day business. The study was performed 
within the framework of the Master program of the faculty Technology Management and Science of the Technical 
University of Eindhoven. 

Our research aims to provide more practical insight to the alliance concept. The approach adopted in performing the 
research is to combine information from literature on this subject with hands-on information from actual alliance 
practitioners. 
The added value of this research has been: 

Recent interviews with 26 professionals in 22 different companies on their experiences with alliances. 
Provide the NAP foundation with an alliance roadmap. 
Combination of various literatures on this subject in one document. 
Provide hands-on documents that can be used from actual alliance practitioners. 

The vehicle used for bringing together all information in a structured manner is the "norm process". This norm 
process gives guidelines for the alliance but is not a recipe for alliances. Each alliance should make its own roadmap 
in order to organize a successful project. 

Based on the norm process a roadmap has been written that explains important issues in the alliance setup and 
management process. The roadmap starts at that moment in time that a client organization has decided to execute 
a construction project and has determined the general outlines of the project. The choice if projects should be used 
to pursue the organizational goals falls outside the scope of this report. The overall development of the roadmap will 
be described in appendix 1. 
This roadmap is a result of research and literature study. The research investigated experiences in 18 alliances in 
the process industry, with one alliance as the main alliance project that was followed on a day-to-day basis. The 
identified alliances are given a fictional name and shortly described in appendix 1.4. These names will be used 
throughout the roadmap to identify the specific alliances. Most of the literature is referred to in the roadmap, but 
some sources are more difficult to discover. Some knowledge has been used for such a long time that the initial 
owner of that knowledge is hard to identify. Therefore some references are not present although one could expect 
them. 

Because much research material contains sensitive information, the most obvious indications to certain projects and 
persons are made anonymous. The written reports from the interviews will remain confidential to third parties, as 
requested by many respondents. I want to thank all the professionals that have cooperated in my research, who are 
listed in appendix 1.5. Without your time and effort this publication would not have been possible. 
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Executive Summary 

Management of the alliance* in general can be summarized using three dimensions of business conduct; the 
structural aspects, the relational aspects and the alliance competence. The structural aspects of an alliance have to 
do with the hard, measurable aspects of the alliance e.g. strategy, technical specifications & requirements, 
organizational structure and financials. The relational aspects are the soft issues that appear in alliance relationships 
e.g. trust, cultural differences, personal relations and alliance mindset of the partners. The third dimension, alliance 
competence level, is a combination of hard and soft aspects of the alliance. Examples of these aspects are know
how in the field of cooperation between companies, familiarity with (alliance) cooperation tools and the level of 
experience the alliance partners have with the alliance concept. There are some characteristics that are typically 
applicable for alliances. These characteristics can be summarized as follows: 

Combining strengths of different companies and enhance each others capabilities; operational fit between 
the partners; 
Trust between the partners; 
All alliance partners share one or more common business goals for the alliance; strategic fit between the 
partners; 
Corresponding organizational values that allow successful cooperation; cultural fit between the partners. 

The scope of this roadmap is defined as specifically for alliances that are setup for construction projects in the 
process industry. For the purpose of this research, the alliance shall be defined as follows: 

"A project alliance in the process industry is a project-specific relationship between two or more 
organizations which is formed with the intent to improve quality, performance and flexibility in the delivery 
of the project Defining properties in this cooperation are: joint decision making, shared interests in the 
project outcome, trust and open communication. Derivative properties are integrated teams, incentive 
schemes with target under run and early involvement of participants': 

The improved quality, performance and flexibility as perceived to be obtained when compared to benchmark 
projects in traditional execution forms "lump sum" and "cost reimbursable". These traditional forms can be 
summarized as follows: 

Lump sum: Contractors are asked to quote lump sum in the beginning of a project. The cl ient defines the 
specifications for the job on which the contractor will base his lump sum price. Changes in project 
specifications often lead to change orders that influence the initial agreed lump sum, and will form fertile 
grounds for continuous arguments. In a buyers market, e.g. the offer of projects is smaller than the 
amount of work the contractors combined can perform, the lump sum contract form is often chosen by the 
client. 
Cost reimbursable: Contractors get paid for the work they do for the client on a cost-plus basis. The quoted 
and agreed upon all-inclusive rate includes profit and overhead and is not likely to encourage the 
contractor to realize a low cost job for the client because the profit increases with every submitted hour. 
This can be managed, to a certain degree, by introduction of relevant incentives schemes (e.g. early 
completion bonus). 

These traditional execution methods are well-known and often used for projects. There are nonetheless some 
disadvantages in these contract forms: 

Probability of misalignment between the client and individual contractors; the contractor payment is linked 
to only their own work and usually gives no real incentive for the contractor to design and build solutions 
that are optimal and more economical for the client 
Possible sub-optimization between the contractors; different contractors deal with their own project 
obligations and do not care about the interests of other contractors in the project. 
The potential lack of access to contractors' skills and expertise at crucial times; the client determines 
specifications based on his single sourced knowledge. Contractors have hands-on practical information from 
other projects that can be useful for the design and realization of the current project. 

A well designed alliance can deal quite easily with the limitations mentioned above. By early selection and 
involvement of key contractors they become partners and are able to influence the project execution with their 
experience. Because of this early involvement procedure the contractors are given the opportunity to: 

Define and design the most appropriate and economic solutions for the project, based on a combination of 
their practical insights and client requirements. 
Jointly develop cost estimates and project schedules before the client gives the final approval to proceed 
with the project. 
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Identify, minimize and deal with the risks associated with the project. 
Clarify and define specific responsibilities and accountabilities of each of the participants and the relations 
between them. 

Structure of the roadmap 

Based on roadmaps identified in literature, which are listed in appendix 2, a "norm process" has been defined which 
provides an overview of issues that are important in implementation of an alliance. This norm process has the 
objective to support the reader in identifying those steps that are considered necessary to ensure that alliance 
projects will be completed with a high probability of success, but also allows for omitting steps that are redundant 
and/or considered not applicable in specific situations. The norm process is then elaborated with the findings from 
the research as well as practical information derived from an ongoing alliance that was followed on a daily basis. 
The roadmap, the elaborated norm process, describes five phases that are important in the alliance setup. An 
overview of the phases is shown in figure 1. The phases of the norm process are summarized below. 

Main De!jygrable 

A well founded support for 
the alliance contract concept 

Er=:. 
- Strategic positioning 
- choice for alliance contract 
execution form 
~ 
- Swot analysis, 

Evaluation of project 
execution fonns 
- decide on contract format. 
Prganjzatjooal foc11s 

- Commitment for alliance 
concept 
- Impact on internal 
environment 
Adyanced Aspect( 

Majn Peljyerab!e 
Prepare internally and list 
potential all iance partners 

Majn De! jyerab!e 
Select al liance partners and 
settle alliance agreement 

Er=:. 
· Prepare for selection of partner~ 

· Select alliance partners 
~ 
· Determine alliance desigr / 
contribution matri)( 
· Determine selection cri teria 
· Evaluation of bidder pr~ls 
· Evaluate presentations and 
interviews of bidders on short · list 
· Selecting the best partners 
Qroan jzat jonal foc11s 
· Al ignment of client organization 
to alliance concept 
· Partner fit analysis 
Adyanced Aspects 

Er=:. 
- AllianCE agreement setup 
- Bring partners together 

Al::liYilies. 
- Negotiate alliance 
conditions and contents 
- Setup letter of intent / 
memorandum of 
understanding 
· Alliance agreement 
negotiations 
Orqanjzationa l focus 
· Alignment of partrlers 
Advanced Aspects 

Figure 1: Roadmap overview 

Front End phase: determine project strategy 

Ma jn De!jyerab!e 
Successful project execution 

and performance achievement 

Ma jn De!jverable 

Project dose out and transfer 
of responsibilities 

Er=:. 
· project process management 
&1iYJlies 
· Management of 
communication 
· Maintain or improve 
relationships 
· Management of changes and 
escalation 
· Monitor performance 
Organjzational foq 1s 

All of the above 
· Focus on out-of·the·bo)( 
thinking 
A1MU)(fd Aspects 

~ 
· Project settlement 
&1iYJlies 
· Performance 
measurement 
· Verify close out checklist 
· Transfer of 
responsibil ities 
Oraanjzati90a! foq 1s 
·Garantee period/ 
premature termination 
Adyaoced Aspects 

In this phase the objective is to determine, for a given project in the market, which form of execution contract 
would be most appropriate. The result of this phase, depending on criteria defined, is a well grounded decision in 
support for the alliance concept or a justification to execute the project in another contract form. The directing party 
plays an essential role in the Front End phase as they are the leading partner(s) in this phase and make the final 
decision. The main interest for the client is that he receives value for his money. Nonetheless contractors are of 
importance as well in the decision making process. 

Pre-award phase: get ready for the alliance 
The pre-award phase is a phase in which start of the alliance is prepared by the directing party in the all iance before 
the actual alliance with the partners starts. This phase is typically connected to and performed by the directing 
party, because they are responsible for the selection of partners in the alliance. The goal is twofold e.g. 
1) Ensure that your own organization is ready to commit to the alliance concept. 
2) Obtain a sound idea of the quality of possible partners and their perception and commitment on alliances. 

Award phase: select alliance contractors 
The goal is to objectively select the best alliance partners for the project, based on the criteria defined in the pre
award phase, and award the Alliance Contract. As t ime may be of essence, and in the case that appropriate contract 
documentation may not necessarily be in place at the time of reaching a positive conclusion on the alliance, the 
agreement between alliance partners can initially be agreed via a Letter Of Intent ( = LOI) or a Memorandum of 
Understanding and Principles ( = MUP). Both of these documents serve the purpose of sufficiently defining the 
agreement for the alliance in which the partners reach an understanding for their mutual collaboration and support 
for the physical mobilization of the alliance partners. The actual deliverable for this phase is an alliance agreement 
(contract) among the alliance partners. 

Operational phase (post-award) 
This part consists of the main project execution including the administration and management of the alliance. Parts 
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of the operational phase could be executed before the actual start of this phase. Reasons for this might be, but are 
not limited to, gaining benefits in the procurement of material and equipment and therewith secure e.g. schedule 
improvements. On the other hand, activities or processes from previous phases can occur in this phase again. In 
case an extra alliance partner might be needed such would require following the earlier agreed upon selection 
procedure or could even result in a modification to the initial agreed upon target sum, incentive schemes or unit 
rates all implying new negations. 
The goal is to have a project that is running as smooth as possible with adequate provisions for the problems one 
might encounter during this project execution phase. The ultimate aim for this phase is the successful delivery of an 
operable plant and built according to agreed technical specifications within the commercial agreed guidelines and 
which means profit for the partners. 

Project completion phase: close out of the alliance 
The project completion phase deals with the project close-out issues. The objective is to have a clear understanding 
when a project is completed, which responsibilities exist and what tasks are to be performed in this phase of the 
project. The deliverable is to wrap up the project in consultation with all the partners, and ultimately have full 
satisfaction with all parties involved. 

As will be mentioned throughout the roadmap, the alignment between the partners in the alliance is essential for the 
amount of success that is achieved. Alignment should be considered and achieved at three organizational levels: 
contractors' and owner's corporate level management, contractors' and owner's project management level, and at 
the working level within the alliance, particularly among those people at interface levels between alliance partners. 
Facilitators have proven to be a good vehicle to create alignment. Their objectivity in the alliance gives them a 
helicopter view on situation that the alliance is in and how individual partners are performing. They are often the 
impartial party that can provide better support to each alliance partner, and to the alliance as totality. 

Conclusion 

Based on the research that was done it can be concluded that the alliance form of execution for projects in the 
process industry has much potential compared to traditional methods. However, the research did not show thqt the 
alliance is always the best way to execute these kind of projects. There are some clear advantages that can be 
identified, and these unique selling points of an alliance can be summarized as follows: 

1. Reduction of the investment costs through: 
a. Reduction of risk because partners share their related knowledge. 
b. Better allocation of the risks because the right partners deal with certain risks. 
c. Innovative solutions achieved through "out-of-the-box" thinking and combined knowledge. 

2. Because of the early selection and involvement of the alliance partners, their specialized knowledge can be 
used in the design and engineering of the project. This makes innovative solutions possible that: 

a. Are often better, fit-for-purpose solutions for the client. 
b. Are less expensive for the alliance to develop and therefore improve alliance (cost) performance 

3. Traditional execution forms are based on collision; client and contractors are mainly interested in their own 
profit and gain, which has to come from others. In the alliance, the partners are stimulated to work 
together effectively which enables them to be all content with the results in a pleasurable way, without 
claim situations and blame. 

4. As a consequence of 3), from contractual viewpoint, the alliance is focused on a cooperative relations and 
the contract is formulated based on cooperation between partners. In traditional contract forms, both lump 
sum and cost reimbursable, the focus is on possible litigation and therefore the contracts are defined in 
such way that participants try the protect their organization, with limited responsibilities. 

5. The pleasure that is experienced through the intensive cooperation is greatly enjoyed by the "employees" 
of the alliance. In a traditional industry the relationship are adversarial; doing things differently is quite a 
unique experience for process industry engineers. 

The type of organization is important as well when the alliance in considered. Large, top-down organized 
organizations are too cumbersome to be flexible in an alliance. The type of organizations that most effectively use 

[ 



this execution concept are medium to small sized companies, or companies with a flat organizational structure, 
which are able to setup a quick decision making structure that enforces the alliance. 

Although the focus of this research was on the operational aspect once the alliance is setup and operable, there are 
still aspects to be reviewed some more. This model for project alliances in the process industry is especially 
applicable in (Western) Europe. In the United Stated the construction industry differs a lot from the West-European 
construction industry because of the direct hire concept. EPC contractors like Fluor in the United States hire their 
own personnel for the actual construction/execution of the project, and therefore depend much less on contractors. 
In Asia the construction industry has a similar structure of cooperative relationships but differs to such extent that 
this roadmap is not directly applicable without alterations. Many respondents in our research have claimed that this 
type of cooperation is not possible in the Arabian world. Further research that could be done is with respect to the 
alterations to the roadmap for the Asian markets, and what possibilities their might be to introduce a similar concept 
for the United States market. 
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Section I: Alliance principles and structure 

1. What is an alliance in general? 

Alliance is a broad term that can be interpreted differently by varying people. Some immediately think of the airline 
alliances like Star Alliance and Sky team, which combine different airline operations to reduce costs and make 
individual flights more profitable. Others might consider strategic combinations in development of new products like 
Philips and Sony did with the compact disk. Yet another could think of two or more partners combining forces to 
conquer the consumer market, like Philips did with Douwe Egberts with their Senseo Coffee machine. A general 
definition that can be given for strategic alliances could be "an agreement between two or more companies that is 
focused on the improvement of the business positions of those companies included in the alliance". 
Alliance management in general can be summarized using three dimensions of business; the structural aspects, the 
relational aspects and the alliance competence level. The structural aspects of the alliance have to do with the hard, 
measurable aspects of the alliance, e.g. strategy, technical specifications and requirements, organizational structure 
and financials. The relational aspects are the soft issues that appear in the alliance relations, e.g. trust, cultural 
differences, personal relations and alliance mindset of the partners. The final dimension, alliance competence level, 
is a combination of hard and soft aspects of the alliance. Examples of these aspects are knowledge in the field of 
cooperation between companies, knowledge of (alliance) cooperation tools, the amount of experience the alliance 
partners have with the alliance concept. 
There are some characteristics that are generally applicable for alliances. These characteristics can be summarized 
as follows: 

Combining strengths of different companies and add to each others capabilities; operational fit between the 
partners; 
Trust between the partners; 
All alliance partners share one or more common business goals for the alliance; strategic fit between the 
partners; 
Corresponding organizational values that allow successful cooperation; cultural fit between the partners. 

The scope of this roadmap is defined as specifically for alliances that are setup for construction projects in the 
process industry. For the purpose of this research, the alliance shall be defined as follows: 

':4 project alliance in the process industry is a project-specific relationship between two or more 
organizations which is formed with the intent to improve quality, performance and flexibility in the delivery 
of the project. Defining properties in this cooperation are: joint decision making, shared interests in the 
project outcome, trust and open communication. Derivative properties are integrated teams, incentive 
schemes with target under run and early involvement of participants': 

Additional characteristics that these alliances have, in addition to the general ones described above are: 

[ 

Open communication and high degree of trust between the partners which even go as far as a full open 
book approach and providing access to each others administrative functions; 
The alliance has a finite period of execution; after completion of a project, the alliance, in principle, is 
dissolved; 
Equality of partners through managed consensus and joint decision making; all alliance partners are meant 
to be equal, although the client has a special position as a partner. Nevertheless the decisions are made 
together. 
Drive for innovation; the aim is to improve project quality compared to traditional benchmarks. The way in 
which the partners work together and find solutions to problems requires out-of-the-box thinking in new 
directions requires an innovative mindset. 
The goal is to realize a new project (refinery, chemical plant, offshore drilling rigs, etc.) and/or rebuild 
parts of an existing plant or installation. The alliance has an operational goal of finishing the project. 
Although alliances in general are used all over the world, this specific kind of alliance is often executed in 
Europe. The roadmap described in this document is therefore intended for this kind of alliance in Europe. 
This does not by definition mean that it wouldn't work elsewhere, but the experience in other geographical 
areas is too limited. According to the professionals who where interviewed in the research, this kind of 
alliance is quite uncommon in the United States. In other parts of the world (e.g. South-East Asia) there 
are differences that could change the way this alliance concept works. Discussion of these differences, 
however, falls outside the scope of this report. 
Integrated teams; professionals from different partners work together (sometimes in task forces) and keep 
each other informed. 
Early involvement of the alliance participants will maximize cross fertilization of thoughts and ideas which 



will result in optimum design of solutions for the project challenges. 
Through open communication and early involvement a well balanced calculation and division of the risk is 
possible. 
Sharing of risks and profit; managed through incentives schemes that are built in the alliance contract. 

The literature which formed the basis for the development of the roadmap as described in this document is briefly 
listed below: 

Partnering in Europe: Incentives based alliancing for projects. 
Partnering Toolkit. 
Implementation of CII Best Practices. 
The strategic partnering handbook; the practitioners guide to partnerships and alliances. 
Smart alliances: a practical guide to repeatable success. 
Handbook strategic alliances. 

Appendix 2 - 'Overview of Roadmaps', delivers a full reference including a short description of each document. 

] 



2. Norm process for alliances 

In literature various roadmaps were found that provide information about the aspects that are important in an 
alliance. These roadmaps are mostly written by professionals that have many years of experience with the alliance 
way of cooperation and give their personal views and beliefs on the topic. In general the most important aspects 
about alliances are mentioned in these roadmaps, however from an objective point of view each of the roadmaps 
have at least one out of three drawbacks: 

The alliance concept is approached from a strategic or global point of view which is not specific enough to 
be really helpful for companies in the process industry. The timeframe of the alliance is undefined because 
one assumes it remains in place indefinitely (e.g. the Philips Senseo coffee maker with Douwe Egberts 
coffee pads; the purpose is to stay in business as long as possible). 
The author only describes which steps need to be taken however does not specify why a certain step is 
important for the success of the project and in which situation the alliance concept has worked and/or 
failed because of a certain step. What are the generic mechanisms behind the various steps and when did 
they work? 
The management process of the alliance is of crucial importance for eventual success or failure of the 
alliance. Many roadmaps describe this process only vaguely or not at all, which gives opportunities for 
improvement in the management process documentation. 

Based on the roadmaps listed in appendix 2, and for the purpose of this particular research, a "norm process" has 
been defined which delivers an overview of issues that are important in implementation of an alliance. This norm 
process has the objective to support the reader in identifying those steps that are considered necessary to ensure 
that alliance projects will be completed with a high probability of success, but also allows for omitting steps that are 
redundant and/or considered not applicable in specific situations. The norm process describes five phases that are 
important in the alliance setup, and will be discussed in this chapter. An overview of the phases is shown in figure 1. 
The phases of the norm process are: 

Front End phase: determine project strategy. 
Pre-award phase: get ready for the alliance. 
Award phase: select alliance contractors. 
Post-award phase: operational phase. 
Project completion phase; close out of the alliance. 
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Figure 2: Roadmap overview 

2.1 Front End phase: determine project strategy 

In this phase the objective is to determine, for a given project in the market, which form of execution contract 
would be most appropriate. The result of this phase, depending on criteria defined, is a well grounded decision in 
support for the alliance concept or a justification to execute the project in another contract form. The directing party 
(see chapter 4.4.2) plays an essential role in the Front End phase as they are the leading partner in this phase and 
make the final decision. The main interest for the client is that he receives value for his money. Nonetheless 
contractors are of importance as well in the decision making process. 

Elements to be taken into account for this phase are e.g. 

[ 
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Organizational strategy orientation; review the current strategy of your organization with respect to the 
organizational goals and the current market situation 
Alliance considerations; what aspects are essential when an alliance is considered 

Advantages and disadvantages of the alliance concept compared to the traditional contracting 
methods of "lump sum" and/or "cost reimbursable" approach. 
Identify value generation proposition; which of the alliance process steps generates additional 
value compared to the traditional methods for the client and partners. 

Organizational commitment; identify and analyze the support that is present within the organization for the 
alliance concept. 

Senior management dedication; without their support any project is more difficult than 
necessary. 
Business and project alignment; is the alliance project in accordance with the overall business 
view? 
Impact on stakeholders. 

Final decision (making process); define strategy, alliance go or no-go. On what grounds can we make a 
well thought-out decision to go for an alliance? 

2.2 Pre-award phase: get ready for the alliance 

The pre-award phase is a phase in which start of the alliance is prepared by the directing party in the alliance before 
the actual alliance with the partners starts. This phase is typically connected to and performed by the directing 
party, because they are responsible for the selection of partners in the alliance. The goal is twofold i.e. 1) ensure 
that your own organization is ready to commit to the alliance concept and 2) obtain a sound idea of the quality of 
possible partners and their perception and commitment on alliances. 

Elements to be taken into account for this phase are e.g. 

> Client internal organizational process; get the organization up and running for the start of the alliance 
project e.g. 

Select appropriate management team members. 
Implement improvements based on initial alliance considerations. 

> Alliance design; what should be the structure of the alliance, how many partners should we consider based 
on which criteria? 

> Start process with potential alliance contractors 
Determine list of contractors. 
Communicate client intentions for the project. 
Send invitations for bidding on the project. 
Request for proposal for bidding phase. 

> Determine selection criteria; what properties are important for the indicated number of partners. 

> Timing of selection of partners; partners need to be selected as soon as possible to enable early 
involvement in the project 

2.3 Award phase: select alliance contractors 

The goal is to objectively select the best alliance partners for the project, based on the criteria defined in the pre
award phase, and award the Alliance Contract. As time may be of essence, and in the case that appropriate contract 
documentation may not necessarily be in place at the time of reaching a positive conclusion on the alliance, the 
agreement between alliance partners can initially be agreed via a Letter Of Intent ( = LOI) or a Memorandum of 
Understanding and Principles ( = MUP). Both of these documents serve the purpose of defining the agreement for 
the alliance in which the partners reach an understanding for their mutual collaboration. The actual deliverable for 
this phase is an alliance agreement (contract) among the alliance partners. 

Elements to be taken into account for this phase are e.g. 

] 



> Partner selection process 
Evaluation plan and process; to enable objective rating. 
Selection responsibility (project management or company senior management). 

> Alignment between contractor and client 

> Negotiations and the MUP; determine the temporarily agreed conditions and specifications that form a 
basis for the ultimate alliance agreement 

> Contracts in the alliance 
» Contractual structures for the alliance 

Work contracts and alliance agreement. 
» Alliance agreement 

Objectives for the alliance; determine and agree on the project outcome and identify 
means to achieve that outcome. 
Critical success factors; joint decision making, shared interests in the project outcome, 
trust and open communication. 
Relationships in the alliance. 
Incentive schemes for alliances; performance measurement criteria, proportional 
sharing of gains and/or pains, project completion definition and procedures for changes. 

2.4 Operational phase (post-award) 

This part consists of the main project execution including the administration and management of the alliance. Parts 
of the operational phase could be executed before the actual start of this phase. Reasons for this might be, but are 
not limited to, gaining benefits in early procurement of material and equipment and therewith secure e.g. schedule 
improvements. On the other hand, activities or processes from previous phases can occur in this phase again. In 
case an extra alliance partner might be needed such would require following the earlier agreed upon selection 
procedure or could even result in a modification to the initial agreed upon target sum, incentive schemes or unit 
rates all implying new negations. 
The goal is to have a project that is running as smooth as possible with adequate provisions for the problems one 
might encounter during this project execution phase. The ultimate aim for this phase is the successful delivery of an 
operable plant or installation built according to agreed technical specifications within the commercial agreed 
guidelines and which means profit for the partners. 

Elements to be taken into account for this phase are e.g. 

> Organization and Implementation aspects of the alliance 
Design of the alliance. 
Communication; general channels, systems. 
Project procedures, execution procedures, reporting systems, accounting systems. 

Management of the alliance 
» Building and sustaining alliance relationships (the fundamentals should already be there based on 

earlier steps in the alliance formation). 
Benefits of alignment. 
Ongoing alignment between alliance partners. 
Generate performance improvement through innovative execution and alliance 
satisfaction . 
Facilitating companies, training coaching and teambuilding, partnering workshops 
Relationships with other entities (non-partners of the alliance, external authorities, 
governmental agencies etc.). 
Audits and inspection. 

» Information sharing procedures 
» Monitoring performance in the alliance 

Determine evaluation criteria 
Tangible and intangible effects 

[ 

Continuous project completion overview and evaluate continuation measures. 
Key Performance Indicators (KPI) measurements. 

» Dispute resolution 



2.5 Project completion phase: close out of the alliance 

The project completion phase deals with the project close-out issues. The objective is to have a clear understanding 
when a project is completed, which responsibilities exist and what tasks are to be performed in this phase of the 
project. The deliverable is to wrap up the project in consultation with all the partners, and ultimately have full 
satisfaction with all parties involved. 

Elements to be taken into account for this phase are e.g. 

> Definition of the end terms and conditions 

> Termination before project completion 

Close out checklist 

Guarantee period 

Transfer of responsibilities 

Evaluation 

] 
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3. The ideal alliance 

The norm process provides the reader with a dynamic model for organizing and managing the alliance. In this part a 
more static overview of this type of alliance will be given based on the 7S framework developed by McKinsey and 
Company (figure 3). Originally it was designed to analyze a company, but it can be used for an alliance as well. 
Managers should take all of these seven factors into account, as they are interdependent and influence each other. 

Figure 3: 75 framework 

Shared values 
The shared values form the center of the model and describe what the partners in the alliance believe in and stand 
for. This is the key part in the alliance concept of working together and determines the potential achievements of 
the alliance. In an alliance these values are trust and open communication, mutual alliance goals and above average 
performance. Inevitably the individual organizational beliefs and values have effect on the shared values, as the 
shared values are often a combination of the individual values combined, extended with the goals of the alliance. 
Further on in this roadmap the shared values will emerge several times. 

Strategy 
The alliance strategy describes how resources and capacity will be allocated over time to achieve the mutually 
identified goals. Commitment to devote enough time and resources to the alliance by all partners will be important 
for the success of the alliance, and therefore the alliance must have enough senior management support in the 
parent company. Commitment can be achieved when the mutual economic interests are aligned, and the alliance 
project matches the individual partners' business strategy. 

Structure 
The structure can be described as the way in which the alliance design is setup and which will have major influence 
in the day-to-day activities of the alliance. Early involvement of partners is one key issue in an alliance and is often 
filled in by a task force concept, with professionals from different partners closely working together. The structure 
that is often used can be seen figure 19 of chapter 7. It consists of an Alliance Board which deals with strategic 
issues and high level problems in the alliance, a Project Management Team that manages the daily operations of the 
alliance and a task force that intensively work in the alliance. 

Systems 
Because of the multiple partners there are various systems and processes which are used. With every additional 
partner more interfaces emerge and the compatibility will decrease. Clear arrangements must be made about what 
programs, (information) systems or procedures will be used on alliance organizational level. Control systems on 
alliance level are also important to keep a consistent overview of the alliance progress in the area of costs and 
schedule. 

Staff 
The number and types of personnel within the alliance are described. This is determined by the kind of partners that 
are needed and which are chosen per functional area. In alliances in the process industry the majority of the 
personnel consist of technical personnel and engineers that are interested in finding innovative solutions for the 
project challenges they are faced with. Other personnel characteristics that deliver added value are open minded to 
partners' ideas, out-of-the-box thinking and flexible in work location to enable integrated task forces in one location. 

[ 
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Stvle 
How are the relations between the partners and how are communication lines organized. In the alliance the most 
important aspect is that every partner has similar control in the project and in the decision making process. Every 
partner is, in principle, equal to another which creates a joint decision making climate. Eventually the client will have 
the final decision making power, but the sharing of authority is much bigger than in traditional executed projects. 
Because of the existence of a kind of steering committee "above" the management team, difficulties and differences 
of opinion can be solved on a higher level without disrupting the balance between the partners. 

Skills 
Technical skills are less decisive then soft skills like cooperation and innovation competence. The difference is made 
by thinking "out of the box", instead of executing standard procedures. The combined skills in the alliance provide 
more chances and opportunities in the market of projects. One of the skills that is extremely important in an alliance 
is the alliance maturity of both client and alliance contractors. The more experienced the organization and key 
individuals are with alliances, the better the chances are on a successful project. 

] 
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Section II: Elaboration of the norm process 

In this section of the roadmap the elaboration of the norm process has a central position. The norm process as 
formulated in section I gives an overview what has been written about alliances in the literature. Section II gives a 
more detailed view on the topics that are mentioned in this section I and will be enriched with the information 
gathered in our research, consisting of interviews held during the assignment as well as Fluor practices as applied in 
current and past projects. This elaboration is done in twofold; there will be critical notes and remarks on incorrect or 
incomplete elements, and good parts of previous roadmaps will be discussed and identified. 

3. Front End phase 

In this phase the objective is to determine, for a given project in the market, which form of execution contract 
would be most appropriate. The result of this phase, depending on criteria defined, is a well grounded decision in 
support for the alliance concept or a justification to execute the project in another contract form. The directing party 
(see chapter 4.4.2) plays an essential role in the Front End phase as they are the leading partner in this phase and 
make the final decision. The main interest for the client is that he receives value for his money. Nonetheless 
contractors are of importance as well in the decision making process. 

Main Deliverable: 
A well founded support for 

the alliance contract concept 

Front End 
Phase 

~ 

Pre Award 
Phase 

- Strategic positioning 

Award 
Phase 

- Choice for alliance contract execution form 
~ 
- Swot analysis 
- Evaluation of project execution forms 
- Decide on contract format 
Oroanjzatjonal focus 
- Commitment for alliance concept 
- Impact on internal environment 
Advanced Aspects 

Figure 4: Front End phase 
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Project 
completion 
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4.1 Strategic analysis of the project 

A strategic analysis of a project should be done to determine to most appropriate form of execution of the project. 
There are many aspects that might influence the choice of execution, based on both internal and external factors. In 
chapter 4.2 advantages and disadvantages of the "traditional" execution forms, e.g. lump sum and cost 
reimbursable, will be described. Chapter 4.3 the advantages and disadvantages of the alliance execution concept 
and in 4.4 implications that an alliance has on organizational issues is discussed. Finally the decision has to be made 
if, considering the issues mentioned in chapter 4, the alliance is the best execution contract form for the particular 
project that is considered. 

4.2 Traditional project execution 

The project execution categories can be divided in two well-known and often applied execution models, referred to 
in this roadmap as "traditional" project contracts. The two major forms of traditional contracts are: 

[ 

Lump sum: Contractors are asked to quote lump sum in the beginning of a project. The client defines the 
specifications for the job on which the contractor will base his lump sum price. Changes in project 
specifications often lead to change orders that influence the initial agreed lump sum, and will form fertile 
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grounds for continuous arguments. In a buyers market, e.g. the offer of projects is smaller than the 
amount of work the contractors combined can perform, the lump sum contract form is often chosen by the 
client. 
Cost reimbursable: Contractors get paid for the work they do for the client on a cost-plus basis. The agreed 
all-inclusive rate per hour includes profit and overhead and is not likely to encourage the contractor to 
realize a low cost job for the client because the profit increases with every submitted hour. This can be 
managed, to a certain degree, by introduction of relevant incentives schemes (e.g. early completion 
bonus). 

The process industry makes use of different variants on these two contract forms, depending on the situation of the 
project and the wishes of the participants. The most executed variants are summarized below in figure 5. 

Figure 5: 
contract 
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The advantages of the traditional contracts has a shift in focus to either the client or the contractor(s). The level of 
definition that is possible for a certain project has great influence on which traditional execution strategy will be 
chosen. When the project has been performed before, client specifications and wishes are clear and the chances of 
future changes and/or uncertainty are low the lump sum contract is often preferred, by both client and contractor 
(s). The reason for this preference is that lump sum contracts, in general, are easier to manage and administer for 
both parties. In lump sum contract forms the focus for the client is to have contractors bid as low as possible, and 
then allocate the project to the lowest bidder. The initiative is with the client who can determine when a contractor 
offer is acceptable. The risk for the client is largely reduced because the contract is signed providing the completion 
of a project for a fixed sum. 
When specifications are still unclear, i.e. a completely new installation that has never been built before or the client 
has not decided yet what the exact specifications must be, reimbursable contracts are often chosen. The 
specifications can be further determined without the disadvantage for the client to commit to a full project (as in a 
lump sum contract) and which means that contractor activities, within the framework of the contract, can be 
stopped at any moment.. The shift of focus in this kind of contract is to the contractor(s), because they get 
compensated for every hour performed and which means an increase of profit with every hour booked and billed. 
The client runs the risk that the project exceeds the initial forecasted hours and thus has to pay more than 
expected. Cost reimbursable contracts require more efforts in cost administration and there are less clear criteria for 
price handling. 

4.2.2 Disadvantages traditional contracts 

Traditional contract forms have limitations that are identified by Scott (2001). He summarizes the limitations to the 
traditional contracts as follows: 

Misalignment between the client and individual contractors; 

] 
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The contractor payment is linked to only their work and usually gives no real incentive for the contractor to 
design and build solutions that are optimal for the client. If the selection criteria for choosing contractors are 
focused on price, this could have the consequence that: 

The contractor has too little commitment to find the best solution for the client 
Considerable time will be spent on negotiations about change orders, changes in specifications during the 
job and cheapest job execution by the contractor. All of these elements are based on the idea that the 
contractor will mainly focus on maximizing his own profit. 
In the end this may result in higher cost and later project completion . 

Sub optimization between the contractors; 
Different contractors deal with their own project obligations and do not care about the interests of other 
contractors in the project. Although it could be very logical to share skills, expertise and resources, the focus 
remains on the negative influence that other contractors have on their project realization. 

Lack of access to contractors' skills and expertise at crucial times; 
Traditionally the client determines specifications based on his single sourced knowledge. Contractors have 
hands-on practical information from other projects that can be useful for the design and realization of the 
current project. This format could be used in an early stage. Contractors are used to the fact that they have to 
work according to the rules and specifications of the authoritarian customer. They are not used to giving their 
opinion and are afraid for loss of valuable (commercial) information to the client. As a result the cost estimates 
and project schedules will be more uncertain than they need to be and the risk profile of the project is less well 
understood. 

4.3 Indications for the alliance concept 

In practice there is only one justification for adopting the alliance concept. Measurable improvements must be 
identified which can be compared to 'normal' business performance. Measurable aspects can include lower costs, 
faster schedules, better quality and decreased risk with regard to uncertainty. These should be achieved in 
comparison to other project execution forms. 

4.3.1 Undo traditional disadvantages 

A well designed alliance can deal with the limitations mentioned in chapter 4.2.2 quite easily (Scott, 2001). By early 
selection and involvement of key contractors (EPC, E&I, P&M, civil, major equipment vendors, technology clients, 
etc.) they become partners and are able to influence the project execution with their experience. Because of this 
early involvement procedure the contractors are given the opportunity to: 

Define and design the most appropriate and economic solutions for the project, based on a combination of 
their practical insights and client requirements. 
Jointly develop cost estimates and project schedules before the client gives the final approval to proceed 
with the project. 
Identify, minimize and deal with the risks associated with the project. 
Clarify and define specific responsibilities and accountabilities of each of the participants and the relations 
between them. 

These factors will reduce the project risk and increase certainty for the client. All partners now have an incentive to 
stimulate cooperation and manage the interfaces that exist between the partners. The early involvement enables 
improved project planning and design at the front end, and thus increases certainty of delivery while avoiding 
duplication of functions 

The distribution of benefits in an alliance, compared to the traditional lump sum contract form, is illustrated in table 
1 below. The savings that traditionally a single contractor makes will be a contribution for all partners and will 
stimulate the contractors to pursue savings by efficiently working together. 

Apart from the tangible benefits that can result from the alliance there are also intangible results that deliver value 
as well, although much harder to measure. Intangible benefits that could contribute in future projects are identified 
by Lendrum (2000): 

[ 
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Table 1: Management selection criteria 

Project procedures in partner organizations have been updated and improved simultaneously and will 
enable better project performance in the future. 
Employees are more motivated and focused on performance improvement and will have improved their 
problem solving and communication skills in an alliance project environment. 
Long term relationships are built with contractors in the business; after a successful alliance one knows his 
partners much better. 
A better overall view on the risks within a construction project. Normally the different partners are only 
familiar with their own functional expertise and accompanying risks. 

4.3.2 Value creation 

One of the most important issues in an alliance is to make every participant realize what the possible benefits are 
for all partners. Often the alliance feasibility study seems to depend on faith more than actual analysis of the 
situation, which leads to the situation that participants are unable to identify the exact added value. Organizations 
base their position on how the market and competitors are going to react instead of focusing on their own 
competencies and opportunities. The combination of these factors makes it harder to communicate the benefits to 
the partners. In figure 6 the build-up of alliance benefit is shown. 
The base costs are lower in an alliance compared to lump sum because the intensified relationship between the 
partners makes efficiency reductions (e.g. less duplication in functions) as well as cost reductions in the overall 
design, because of early communications about the design, possible. Additionally, the alliance makes a fit-for
purpose design for the project, which implies that the design is stripped from (expensive) ornaments. This is 
partially possible because of the combined knowledge about specifications in the alliance, and partially because 
outside agencies (e.g. the other alliance partners) review the client specifications critically and search for savings in 
the design. 
The escalation costs are similar because there is no cause for difference; the same applies for the contingency. 
Although the estimation of the cost might be better because the shared insights and combined knowledge of the 
project, the contingency seems to be consumed anyway, in the alliance execution form as well. The profit 
expectance for all participants is also at least the same as compared to other projects; otherwise there would be 
little incentive for the contractor to participate. Based on the decreased base costs the alliance is capable of 
achieving an under run which provides them with profit. The how that precisely works is describes in chapter 6.5.3. 
Furthermore, there is the emergence of cost growth, which occurs in both lump sum contracts as in alliances. In 
traditional lump sum contracts the bid price is exceeded because of changes in specification by the client or 
complaints about client' specifications by the contractors, which both lead to change orders. This cost growth is not 
expected and not agreed upon. In alliances cost growth can occur as well, unplanned in advance, but during the 
project negotiated and agreed by the alliance partners. The earlier agreed target sum will simple become higher 
than before, as is shown by the similar cost growth discs on top of the two bars on the right. 
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Figure 6: Alliance gain 
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4.3.3 Fertile alliance circumstances 

There are a number of factors that could influence the decision to adopt an alliancing approach. Some of these 
factors are noted below and are not go or no-go decision making criteria and/or circumstances, but rather give 
some insight in what is important for the alliance ambiance. 

Project uncertainty and risk factors; there are several risk factors that can be present in a construction 
project. The total risk encountered is an accumulation of risks experienced as a result of complexity, scale, 
technology, location, schedule requirements and costs. Alliances are better able to deal with the risks 
because the partners can jointly judge what the real risks are and handle them accordingly. In traditional 
executed projects different parties "manage" the risk by transferring it to the other parties instead of 
dealing with them. The overall project uncertainty depends on the risks identified in the project. 
Project size; since the alliance concept requires some changes in the organization it would be sensible to 
allocate personnel that is project specific skilled and/or experienced with alliances to improve the 
implementation process. The allocation of personnel entails additional costs for the client compared to 
traditional projects, because relatively new skills are needed. These extra costs need to be compensated by 
the project, which can only occur when the alliance project has a considerable size. According to a small 
survey of one client in the process industry the minimal project size is around 15-20 million euros, although 
there have been successful alliances with an investment value of less than this "minimal project size". 
Partner availability; when the qualified companies with required skills and resources are limited in 
availability it might be wise to consider the alliance concept. In such a situation you rely more on one 
partner so it is wise to have a healthy relationship with them. Partners in an alliance are more committed to 
the project. The same reasoning applies for partners with special technology. 

The most important aspect that was mentioned by the research respondents was quick completion of a project / 
tight execution schedule, which can be categorized above in the first category. The same applies for the second 
most given answer "combination of knowledge of the partners to achieve exceptional performance in the project". 
Although project size is mentioned in literature, most of the respondents argued that size didn't matter at all, while 
some said that the additional costs incurred in the beginning of the project should weight up to the size of the 
project. Partner availability was not mentioned to be influencing the choice for an alliance, at least not in our 
research. 

4.3.4 Contra-indications for alliances 

The alliance is not a concept that will work well in any situation. There are certain circumstances that might provide 
good circumstances, but there are barriers to the concept as well. The first barrier which can be identified is the 
structure of the individual organization. Strongly top down organized companies with little employee empowerment 
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will have more difficulties in coping with the dynamic environment because of the limited flexibility in hierarchical 
organizations. Fast communication lines are difficult to realize due to the different levels of management, and 
responsibility is pushed upward to the next level of management. This kind of structure is often seen in client 
organizations. The answers can be found in project organizations; task forces consisting of staff from different 
departments, which are set up to handle individual projects with a smaller team. This team will work with alliance 
partner teams and is less tied to the parent organization. 

The second barrier could be the cultural considerations. National culture issues are well known for years but often 
the existence of organizational and professional culture is underexposed. Some aspects of culture that influence the 
alliance (Scott, 2001) are: 

Little low-level empowerment; especially in hierarchical organizations this is the case. For decision making, 
the senior executive has to be consulted which decreases operational flexibility. 
Little peer group contact; employees are not used to questioning certain issues and discussing them with 
other parties, often as a result of the hierarchical structure. This limits the full use of capacities within the 
organizations. 
Blaming not sharing; people and organizations are used to blaming other parties for delays, differences in 
specifications etc. Instead of focusing on solving the problem they try to delegate the responsibility away. 
Reluctant to communicate freely; individuals are afraid to openly speak about problems and responsibilities, 
because it could bring them in an awkward situation. They rather choose for the safe "no comment" than 
initiate a possible answer to a difficult problem. 
Lack of trust; traditional contracting methods in the construction industry have lead to a standard distrust 
between cl ients and contractors. The answer for this could be providing the counterpart enough trust that 
they belief that they will not be abused. 

Hofstede can be consulted for more information on cultural aspects of nations. He did research in the sixties for a 
multinational on the effect of cultures on the business environment and cooperation relationships (www.qeert
hofstede.com). 

The third barrier could be the commercial concerns for both client and contractors. The client has to choose his 
partners before the project specifications are fully defined. Setting clear criteria for the project in the beginning is an 
important aspect for the client to keep in mind. The contractors would then be familiar with the intended project 
outcome (schedule, target sum, etc.) and know what is expected from them. This means for the client that the 
outcome of alliance agreement is unclear so far, because the competitiveness of the target cost unknown and the 
honesty and trustworthiness of fellow partners in the alliance remains to be seen along the way. For the contractors 
the achievability of the targets set is the main question. 
In line with the commercials concerns, the market situation is a simple but major factor to consider as well. When 
there is a sellers market, e.g. many projects to complete but little contractor capacity, the alliance concept is not 
always accepted by contractors because of less certainty on profit. In this kind of market the contractors can easily 
demand interesting hourly rates in a cost reimbursable contract; the client wants to execute its project while there is 
limited capacity of contractors. 

The final obstacle could be client skills. Most clients are major production companies (like refining companies, 
chemical companies etc.) that only have sufficient personnel to operate the plants and some management to 
provide leadership. Most client organizations lack the resources and/or the alliance skills to handle the alliance 
project by themselves. A solution that is given by Scott (2001) is the use of external facilitating agencies that can 
support the setup and management of the alliance. 

4.4 Alliance organizational aspects 

4.4.1 Senior management dedication 

When the alliance model is chosen by the client as the appropriate form of project execution there are several 
aspects to keep in mind. The alliance concept and philosophy must be supported throughout the client's 
organization. Senior personnel need to be fully committed to support the concept all the way, and provide those 
means necessary to make the alliance a success. Senior management will always encourage concepts that seem to 
improve project performance, but the actual belief that it will work and the given support will determine the success. 
The road to securing management support can be different based on the kind of business philosophy that is present 
in the organization. In general there are three categories of business philosophies which influence the ease to obtain 
management support for an alliance (Doz and Hamel, 1998): 

Business as usual; management is satisfied with the current execution of projects and wants to pursue the 
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strategy that is currently making their profit. "Never change a winning team". The most logical contract 
form for these organizations is lump sum because the requirements can be clearly defined in the beginning 
and the contractors are tied to their own bid. 
Continuous improvement; the management has acknowledged that improvement is necessary to remain 
competitive, but prefers to do this step by step. This business philosophy often leads to contracts that 
contain remuneration incentives to improve quality, schedule and/or price. 
Breakthrough performance; dissatisfaction with current project execution (unprofitable as well as 
profitable) increases the drive to do things differently. This group is most likely to adopt the alliance 
concept. 

However, there are ways to increase the probability that an alliance is chosen as project execution form. The first 
step alignment can be achieved using two different methods or a combination of them. One could appoint a 
champion who has a considerable amount of credits within the organization who will perform the communication 
and alignment in the organization. A second option is the introduction of former successful alliance projects and 
inspire the own organization this way. 

The specific alliance project must receive enough support from the various departments in the organization to be 
able to work properly. It depends on the involvement of the client in the actual project; is it limited to getting 
licenses for building new units or are they on daily basis occupied with the management of the alliance? This 
involvement is based on the formation and direction format (chapter 4.4.2) that is applied and can vary a lot. 
For the client the life cycle costs are important as well and should be considered throughout the project. It has 
influence on the total costs of the plant and which therefore remains an issue all the way. Client's operational and 
maintenance staff should be included, or at least consulted, in the design and construction of the alliance project. 
This way the alliance can take their views and preferences into account in order to evaluate what configuration best 
serves all interests. 

4.4.2 Alliance direction 

There are different ways in which an alliance can be formed. The driving force behind these different ways of 
formation is the party that shall give directions to the alliance creation; they have the leading position in the 
formation of the alliance. This party will be called "directing party" for the remainder of this roadmap. Consultants 
can be part of the alliance setup process as well, and in all situations they are mainly an advisory agency to the 
client and/or to the EPC contractor. 

Consortium 1 1--aar-----, 

Consortium 2 

Consortium 3 
Client 

Consortium 4 r--1~----' 

Figure 7: Alliance direction 

IV 

Consortium X 

Consultant 

In figure 7 I-IV the main possibilities are illustrated. Figure I illustrates the situation in which the client first chooses 
an EPC contractor (Engineering, Procurement and Construction contractor). The EPC contractor in general is a 
multidiscipline contractor that is used to executing total projects. The EPC contractor in turn chooses the specific 
functional contractors that are needed to complete the project defined by the client. For simplicity, only three most 
likely functional categories are identified, but these categories are not obligatory and the contractors can vary in 
functionality and number. The directing party in this model is the EPC contractor. There are two reasons to let an 
EPC contractor have the direction: 

[ 

Client personnel capacity; the client has only sufficient personnel to operate the plant and manage this 
operation. Full project execution requires more personnel. 
Client personnel skills; the execution of a project in the alliance contract form requires some specific skills 
that are not available in the client organization, which can be "bought in" by use of an EPC contractor. 
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The second figure is quite similar, but after the selection of an EPC contractor the client and this EPC contractor 
jointly perform the further setup and management. The directing party is a combination of client and EPC contractor 
(in which the distribution of workload and decisive share can vary). 

Figures III and IV illustrate situations in which the client is the directing party. The former shows a client that makes 
the choice of contractors and manages the alliances by itself. In the latter case various consortia are bidding for the 
alliance project. These consortia will consist of contractors that are needed to execute the project for the client, with 
or without the EPC contractor depending on the skills and capabilities of the client. One of the consortia will 
eventually be chosen by the client and be part of the alliance. 

The selection of the right model for a certain alliance depends of some aspects. When the client has a lot of 
knowledge and personnel capacity they will at least be part of the directing party, or singularly perform the directing 
function. But often the client does not have enough personnel available and/or enough alliance experience to setup 
the alliance. In such a case three possibilities emerge are logical, but not obligatory: 

1) The client is assisted by a facilitator (when there is too little knowledge. 
2) The client is assisted by an EPC contractor (when there is too little personnel capacity and/or 

knowledge). 
3) The client is assisted by an EPC contractor and a facilitator (when the client has too little personnel 

capacity and the EPC contractor too little knowledge). The latter option does not necessarily mean that 
the EPC contractor does not have the knowledge. The choice for a concept with both EPC contractor 
and facilitator can be explained by other factors as well (see chapter 7.4). The alliance organizational 
model shown in figure 17 could be used for all variants mentioned above. 

The alliance setup variants I and IV provide another possibility; the alliance could be executed without the client as 
one of the alliance partners. Normally the client organization chooses not to be a part of the alliance. In the Energy 
Alliance the client was initially part of the alliance, but after some time (in the Front End phase) the client withdrew 
because the pace of the alliance partners was too high and their own organization could not cope with such speed 
of decision making. The two other alliance partners went on as an alliance that performed their work for a principal 
client. 

4.4.3 Business and project alignment 

The goals and performance targets for the alliance should be in harmony with those of the client. Furthermore, the 
targets set for the contractors should be based on normal "traditional" performance criteria so that the contractors 
are in a position in which they can be profitable. When the target is based on exceptional performance there 
wouldn't be any margin left to make a profit. In traditional executed projects there is often a focus on risk
transferring mentality rather than a risk-sharing one and taking responsibility for the overall project outcome. 

Client role and responsibility should be clearly described in the beginning of the project. One of the reasons is that 
this prevents duplicating functions between partners. The client must encourage openness to internally review/ 
identify those (lack of) competencies that will improve the project performance. The actual role of the client can 
vary from just acquiring governmental permits to participation in the project because of specialized (technological) 
internal knowledge that the partners lack, to full project management and support. 

According to Harbison and Pekar Jr (1998) a thorough assessment of all the stakeholders is essential for alliance 
success. Not only should the obvious parties be assessed like investors, workers, partners and customers but also 
unions and regulatory agencies. Alliances were (in 1998) less regulatory investigated by governments than mergers 
and acquisitions because the lack of legal entity with an alliance. However, this does not mean that this could 
change in time and companies need to be aware of the possibility. Therefore every alliance should investigate what 
the (local) legal implications are that apply for the alliance contract form. 
Based on a 1995 research by Khanna and Anand it can be said that alliances in general create additional value for a 
company stock, and therefore will be an encouraged execution model by shareholders. But this does not mean that 
the alliance management can choose as they please without considering the consequences for the shareholders. 

In the Hydro Cracker Alliance the client organization was owned by some larger oil companies. These shareholders 
did not have any direct relations with the plant and/or the personnel working there, and were mainly driven by 
business perspective. The focus of these shareholders was return on investment and break even point of the 
investment to the refinery. 

] 
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4.5 Final decision making 

Based on the previous chapter the client has to make a decision whether or not to perform the project in an 
alliance. A few vital criteria should be considered before one can "give the green light" for the alliance process 
continuation, which are posed in the previous chapter. A brief summary: 

How is the market situation? Are there a lot of contractors who are searching for work or is the market 
rather tight and are contractors in the position to lay down strong demands to the clients. 
How certain can project specifications be determined by the client. Are specifications hard to lay down, the 
alliance might be a good alternative for cost reimbursable. 
Are their fertile circumstances in which an alliance can do well? Are there opposite circumstances? 
can the project execution concept be "sold" to senior management, and in what format will they commit 
and support the alliance project team. 

Although the results can be found in appendix 1.3, the top 3 answer to the questions "Why did your company 
participate in this alliance" are listed below to show that the actual reasons for participation are not always based on 
a thorough analysis. 

Respondents Answer 

12 Interesting project in the market, not defined as alliance before initially 

Introduced as interesting concept to other parties, with the request if they wanted to join / par-
8 ticipate 

Technology needed from an other organization, project partially based on external technology 
6 and not enough internal knowledge about certain aspects of the project 
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5. Pre-award phase 

The pre-award phase is a phase in which start of the alliance is prepared by the directing party in the alliance before 
the actual alliance with the partners starts. This phase is typically connected to and performed by the directing 
party, because they are responsible for the selection of partners in the alliance. The goal is twofold i.e. 1) ensure 
that your own organization is ready to commit to the alliance concept and 2) obtain a sound idea of the quality of 
possible partners and their perception and commitment on alliances. 

Front End 
Phase 

Main Deliverable: 
Prepare internally and list 
potential alliance partners 

Pre Award 
Phase 

£r.Qms 

Award 
Phase 

• Prepare for selection of partners 
· Select alliance partners 
~ 

Operational 
Phase 

• Determine alliance design / contribution matrix 
· Determine selection criteria 
· Evaluation of bidder proposals 
• Evaluate presentations and interviews of bidders on short-list 
· Selection of best partners 
Oroanjzatjonal focus 
· Alignment of client organization to alliance concept 
· Partner fit analysis 
Advanced Aspects 

Figure 8: Pre-award phase 

5.1 Client internal process 

Project 
completion 

phase 

After the initial alignment phase the client needs to prepare itself for the alliance. They need to make sure that the 
organization is ready for the alliance and has the right resources available. The selection of the right kind of project 
manager and project management team is crucial for the success of the alliance building process (Harbison and 
Pekar Jr., 1998). Depending on the goals of the project the emphasis shifts between various competencies. For the 
management team similar considerations are important, based on the same alliance focus. 

ophisticated nnovative alue focused 

valuator esults based nvestigative nalytical 

Table 2: Management selection criteria 

In an alliance there are in general two important managerial entities, namely the alliance board (steering 
committee) and the project management team. The alliance board is a small group (e.g. 2-6 people, depending on 
the size and nature of the alliance) of representatives of top management of the parent organizations, which form 
the final management body for the relationship within the alliance. The project management team is responsible for 
the daily activities of the alliance. They are accountable to the alliance board for the progress of the project and 
meet more often. These meetings will be a combination of daily, weekly and monthly meetings, depending on the 
size, nature and current status of the alliance. Further elaboration on these managerial entities and alliance 
organization will be done in chapter 7.1. 
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In the Front End Phase chapter some improvement possibilities were identified. Alliance dedication has been 
investigated in the client organization depending on the business philosophy (see chapter 4.4.1). When the 
organization has reached the current phase of the roadmap the alliance is chosen as project execution form. 
Important is to understand which category of the business philosophy was important for the alliance decision. When 
the identified business philosophy was "breakthrough performance" the choice for the alliance model was easier and 
the organization will probably have fewer problems with this different approach in executing the project. In case 
"business as usual" or "continuous improvement" more radical changes need to be made within the client 
organization. 

5.2 Alliance actors 

The design of the alliance should be chosen based initially on the functional disciplines that are required for 
successful completion of the project. Functional areas that could be considered in process industry based alliances 
are e.g. engineering, piping and mechanical, electrical and instrumentation, civil works, structural steel, process 
design and mechanical erection and installation. The exact disciplines and their impact on the project often depend 
on the plans of the client and his expectations of the project. When the relevant functional areas are clear there are 
some minimal questions the directing party needs to answer (Scott, 2001): 

Is this contractor able to deliver additional value for the alliance (in comparison with competition); 
When this contractor is added to the alliance, will innovation be stimulated? 
When this contractor is added to the alliance, will complexity be better manageable? 

Although the major functional areas are mentioned, there are many more. It could be tempting to include every 
possible contractor in the alliance based on his individual quality, but this would seriously jeopardize the 
manageability of the alliance. With every additional contractor the complexity increases due to more interfaces in 
the alliance, based on almost 50% of the respondents in the research. Some contactors could become a nominated 
sub-contractor to one of the main partners of the alliance rather then to incorporate them directly in the alliance. 
Another aspect that was often mentioned in the interviews was the desire to have an equal amount of work for all 
the alliance partners, or at least a substantial amount of work compared to the other partners or a reasonable 
amount of influence the specific partner has on the project outcome. If this distribution is not in balance, problems 
are likely to occur. 
The questions above should be the only basis on which contractors are initially accepted as possible partners. 
Further review will be performed later on and this assures the client that no potential contractor will be missed. 

5.3 Timing of selection 

Early selection of the alliance partners is essential for a good start. The expertise of the various contractors can be 
usefully applied in an early stage which improves the quality of the design. Because of the fact that in the beginning 
of a project changes are more easily facilitated and incorporated and are less expensive to implement this 
emphasizes the need for and importance of early involvement (see figure 9) of alliance partners. Early involvement 
also enables the different partners to get familiar with each other and build a relationship before the actual work 
starts. They can discuss technical and commercial details in a more relaxed atmosphere which improves the 
relationship and the quality of the work design. 
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Figure 9: Ability to influence costs 
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It is advisable to select all the partners at the same time, but this is not obligatory and often hard to accomplish 
from a logistics point of view. Dealing with three sets of potential candidates for three disciplines is hardly possible 
simultaneously. Scott (2001) identifies that the partner choice could be done in sequential steps. The focus should 
be on the sequence in which the partners are needed in the project. The planning schedules for construction 
processes in the process industry are on a rough scale quite similar and an example of a typical project is given in 
figure 10, in which the alternative partner choice moments are identified. 
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Figure 10: Partner selection schedule 
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The sequential selection of partners is not optimal because there is interdependency in the framework of partner 
selection, i.e. they can positively influence the performance of each other by means of early communication and 
knowledge sharing. Therefore the alternative Scott (2001) identifies is questionable. 

5.4 Determine selection criteria 

The selection criteria for partners in an alliance are not primarily focused on price, but on economic value. This 
implies that not the lowest bidder will automatically get the contract, but the bidder that generates the most 
economic value for the alliance. To be able to measure economic value, the directing party needs to establish other 
criteria as well in the partner selection criteria. Detailed selection criteria depend a lot on the specific project 
circumstances, but there are some general categories (Scott, 2001) of criteria that always influence the value of a 
contractor: technical criteria, commercial criteria, alliance related criteria and project specific criteria. Depending on 
the rating of the directing party the importance of each group can be adjusted. Nevertheless all criteria should 

Be determined and fixed in advance of the selection process. 
Be known to the parties that are invited to participate in the selection process. 
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Allow objective assessment. 

The general categories mentioned above have various aspects that will be important in any alliance project. Some of 
the aspects are important for all project execution forms, and others are specifically interesting for the alliance 
project execution. The selection criteria are summarized below. 

Technical criteria: 
Track record; how well has the contractor performed in previous (comparable) projects. 
Technical competence; what capabilities does the contractor have to offer. 
Resource availability; how many available man- and machine hours has the contractor available, exclusively 
for this project. 
Nominated key personnel; what are the functional qualities and experiences of the proposed alliance 
personnel. 
Local knowledge; is the contractor situated in a geographical area which has unknown factors to the 
directing party. 

Commercial 
Price criteria: 

Cost and rates of reimbursable man-hours, unit prices of both material and labor. 
Overhead percentages; the overhead that is charged per man-hour of work. 
Required profit level; the assumed profit percentage the contactor wants to make non-price criteria. 
Contractual issues; what are the contractual conditions that are possible with a contractor. 
Appetite for risk share; the amount of risk a contractor is willing to take often indicates how much he 
believes the project is going to be successful. 

Alliance related criteria : 
Alliance philosophy and experience; what is the contractors idea of an alliance and how much experience 
does he possess with this concept. So-called alliance maturity of the possible partners. 
Company cultural and behavioral aspects; how well do the cultures mix. 
Corporate commitment and understanding; to what extent is the alliance concept in general and for this 
specific alliance project supported by senior management of the contractor. 
Position with regard to improvements and innovation; is the contractor desiring to improve the client 
organization and is the contractor innovative minded 
Flexibility; to what extent can the alliance partner "think outside the box". 
Alliance presentation: 

o How are the team dynamics during the presentation 
o What are the qualities and leadership skills of the project manager 
o How consistent is their conviction compared to the written proposal 

Project specific criteria 
Organization and methods; to what extent are organizational form, procedures, structures and interfaces 
corresponding with each other. 
Cost and schedule improvements; how much can this contractor reduce costs and improve schedule, on its 
own as well as through synergy effects. 

Research by Draulans et al. (2003) indicates that the success of an alliance grows when the amount of alliances with 
which the company has dealt grows (see figure 11). The relationship is curvilinear; the learning advantages towards 
success are quite substantial in the beginning, but become less and less as more alliances are done. The turning 
point is around six alliances that are performed. This research implies that alliance experience has a positive 
influence on the performance (success) of the alliance. It should be noted that these alliances had the same 
character as the one subject to this research, but the result should be noted. 
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Figure 11: Relation between number and success of alliances 

The results found by Draulans et al. (2003) are not supported by our research. Only one alliance in our research 
actually failed, the rest of the alliance projects performed varying from reasonably well to a major success. 
However, only 7 respondents had performed more than three alliances while the rest had experience with less than 
three. The majority said that alliance experience was not necessary or at most convenient, so the actual importance 
of alliance experiences remains doubtful. Perhaps there are quite some differences in varying industries. 

5.5 Initiate communication with contractors 

The success of the alliance depends on reliable committed partners who are willing to perform better than usual to 
create additional benefits. Selecting a weak partner can affect the performance of the whole project. True alignment 
needs to grow and therefore it is important to initiate contact with potential partners as soon as possible. The first 
contact with possible contractors should include some information related to client intentions for the project. 
Because the alliance concept is not widely spread and supported yet in the process industry the contractors need to 
be informed about the client's intentions. Scott (2001) lists some elements that enhance alliance success when 
these are clear from the beginning: 

The desire to perform an alliance for the proposed project, including a temporary incentive scheme for the 
alliance; 
Why the alliance concept is chosen and what the client expects to achieve; 
What benefits are present for the contractors according to the client; 
The selection criteria on which the future alliance partners will be chosen 

These elements imply that the client must have a well thought-through idea of what is needed and wanted for the 
project. The client needs to communicate as soon as the conditions will allow: 

The anticipated contract form. 
When the final client board approval is made, based on the project features and the investment necessities, 
resulting (economic) criteria must be communicated as soon as possible. 
The client's intentions that the selected contractors will be the partners to execute the project, as long as 
their performance and capabilities are sufficient. 
The need to agree in an early stage on ground rules, procedures, processes and methodologies for 
developing the definition of the project the project cost estimates and implementation schedules. 
The scope of validation checks that will be applied to the jointly developed cost estimates and schedules. 
Determine which relations the contractor has with other potential alliance contractors. Do they have 
experience with each other; if so, what were the results in that project with regard to the cooperative 
relations and are they enthusiastic to cooperate again? If not, what are their ideas about certain 
contractors and how do they feel about possible future collaboration . 

The selection of alliance contractors can be done in two ways according to Scott (2001), i.e. "open" versus 
"restricted" bidding. With open bidding procedures any contractor can join the selection process, based on their own 
insight. Restricted bidding implies that the number of contractors on the list is limited by the client, based on their 
experience in the industry and their preferences. The reason for this limitation is that requesting bids from a large 
base of contractors of whom some will turn out to be totally unsuitable or not willing to work in an alliance, would 
be counterproductive because the huge amount of work (in reviewing their bids, as well as the work input of the 
contractor) and the anticipated low result. The restricted procedure is preferred by many client organizations. 
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5.5.1 Determine list of contractors 

The first action to be taken is to setup a list of potential contractors. This so-called "long list" of possible contractors 
is generated based on current partners in other projects, partners of current partners and best in class organizations 
(Duijsters et al., 2006). It is very important not to qualify the partners but to generate a list with potential partners, 
with as many partners as possible. When this list is finished, the partners need to be rated by the client, based on 
their qualities for the project. This can be done by generating an optimal profile for a partner and rate the 
contractors on the long list, but this is hard to objectively measure. A prequalification procedure will give a solution 
for this problem. 
The list should not be limited too much on size. Contractors can team up and form a joint venture that might be a 
fine alliance partner. Communication by the client of required size of and capacity for the project is again important 

In the prequalification stage a group of listed potential contractors will receive a request for prequalification. The 
goal of this stage is to establish a short list of contractors that will be invited to the formal bid process. There are 
two objectives to realize. First the directing party has to make sure that those contractors that qualify have the 
required capabilities for the project. Secondly, the directing party must establish that the contractor is willing to 
participate in an alliance. Examples of an invitation and questionnaire for prequalification are given in appendix 3.1 
and 3.2 
The generated short list is primarily based on positive answers to the three questions posed before in chapter 5.2, 
and not on the actual selection criteria. Those criteria will be used in the actual full scope rating of the contractors 
on the short list. The short list should contain at least three candidate contractors to make sure that there remains a 
competitive element in the tendering process. There is no defined maximum, but the perceived added value must be 
increasing with every additional choice. 

Some EPC contractors that are (part of) the directing party will evaluate the full scope criteria in the prequalification 
phase as well (although based on preliminary project information and specifications), and will communicate to a 
certain extent the results to the contractors. They are given the opportunity to improve or change certain aspects. 
The advantage of this procedure is that miscommunication about specifications can be corrected in an early stage 
and the contractors have the opportunity to re-assess their bid. 

5.5.2 The bidding phase 

The actual bid starts with the issue of the formal bid documents to the contractors that made the short list. The 
contractors are required to make a separate technical and commercial proposal on the project, as an extension of 
their earlier prequalification bid. To increase the understanding of the contractor in relation to the project, visits to 
the project site of the client (possibly) combined with a clarification meeting held by the directing party are 
desirable. This will give the contractors the opportunity to get a better idea of what the job is all about. The 
contractors can become familiar with the plant, equipment and services, the way information is handled on site and 
understand what is important to the people in the operational department. A friendlier bond will be created which 
increases trust and commitment between operational employees of the client and those of the potential partners. In 
case contractors' shop and/or work locations are unknown to the directing party and/or client, shop/site visits at the 
contractor should also be performed to capture intelligence about their locations. 

The goal of this stage is to select the contractor(s) that are most likely to perform best for this particular project. In 
an alliance project this means that there should be special attention for cooperation capabilities and behavioral and 
cultural factors relevant to the alliance. Normally the bid proposals are written reports with all the relevant 
information. In the alliance project some additional evaluating procedures are desired. 

[ 

Formal dialogues about the specifications in the bids; 
Structured interviews with the proposed personnel; alliances are very much about trust, which is generated 
and earned by people. The directing party desires to know who will be working on the alliance project. 
Interactive presentations; for similar considerations as mentioned above, and to verify if the written 
proposal is genuine with regard to the alliance commitment. 
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6. Award phase 

The goal is to objectively select the best alliance partners for the project, based on the criteria defined in the pre
award phase, and award the Alliance Contract. As time may be of essence, and in the case that appropriate contract 
documentation may not necessarily be in place at the time of reaching a positive conclusion on the alliance, the 
agreement between alliance partners can initially be agreed via a Letter Of Intent ( = LOI) or a Memorandum of 
Understanding and Principles ( = MUP). Both of these documents serve the purpose of defining the agreement for 
the alliance in which the partners reach an understanding for their mutual collaboration. The actual deliverable for 
this phase is an alliance agreement (contract) among the alliance partners. 

Front End 
Phase 

Pre Award 
Phase 

6.1 Partner selection process 

6.1.1. Workshops 

Main Deliverable: 
Select alliance partners and 

settle alliance agreement 

Award 
Phase 

~ 

Operational 
Phase 

- Alliance agreement setup 
- Bring partners together 
~ 
- Negotiate alliance conditions and contents 

Project 
completion 

phase 

- Setup letter of intent/ memorandum of understanding 
- Alliance agreement negotiations 
Oraanizatjonal focus 
- Mutual alignment of partners 
Advanced Asoects 

Figure 12: Award phase 

Workshops are not generally common practice but could improve the quality of the proposal of the bidders. A 
workshop with the potential alliance partners which made it to the short list is mentioned by Lendrum (2000). It 
could be seen as a continuation of face-to-face opportunities to get to know the persons that could be involved in 
the alliance. The central topics during the workshop are sharing information, asking questions, uncover and/or close 
gaps that might exits in technical and commercial areas to enable a higher level of commitment between the 
organizations. These workshops can be done separately with each bidder or with all bidders together. The latter 
situation has the advantage that the potential future partners can get acquainted in an early stage as well. 

6.1.2 Evaluation plan and process 

An evaluation plan will help the evaluation team with the rating process of the proposals of the contractors. It is 
important that objective rating of the potential partners is done which can only be guaranteed with the use of an 
objective rating system. According to Scott (2001) a good evaluation plan should at least consider: 

The details of the evaluation process; the schedules for evaluation execution, composition of the evaluating 
team including individual accountabilities, procedures to ensure confidentiality, internal client review and 
approval processes. 
The selection criteria; the general selection criteria should be known to the contractor in advance of 
submitting their proposal. The detailed selection criteria must be determined by the directing party before 
the first evaluation has taken place. These criteria should remain equal for all contractors to enable fair and 
comparable rating. 
Details of the scoring system; in line with the previous point the scoring for each individual aspect must be 
determined in advance. This way the evaluation team is not able to manipulate the eventual ranking of 
contractors' scores. 
Guidelines for the members of the evaluation team on how they should rate and evaluate the responses 
submitted. 
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The evaluation plan must include all factors that influence the performance of the contractor. This means that 
written proposals, key personnel interviews, workshops and presentations for the evaluation committee must be 
taken into account. Furthermore, it is advisable to establish an evaluation team that consists of multiple individuals, 
different backgrounds and different functions, which rate the bids. In case major differences occur in the rating they 
can discuss it and adjust the scoring. This will improve the objectivity of the evaluation process. 

The contractor's propoS<!I shall consist of a technical and a commercial bid. These should be rated separately 
(possibly by different individuals) and afterwards combined to a final score. This can be a delicate process and it is 
advisable to have a "system' in place in advance, which again improves objectivity. An example of a cost conversion 
graph is shown in figure 13. 

Score before 
weighting 

40 50 60 

Tender cost(€ million) 

Figure 13: Cost conversion graph (Scott, 2001) 

The bid for the project share provided by the contractors is converted into a score. The scores can be added to the 
overall score of the technical specifications which allows an overall rating of every singular contractor, including the 
price offer. Using this graph provides the directing party with a simple tool to objectively compare the contractors. 
An example of aspects that should be considered for the evaluation of the interviews is given in appendix 4. 

6.1.3 Fit analysis and SWOT 

The fit analysis is done to check if various partners are compatible. Except for the wish to have partners that qualify 
for the project the mutual compatibility should be present as well. There are different forms of compatibility 
identifiable that are important (Duijsters et al., 2006); strategic-, operational- and personal compatibility. Alliance 
capabilities need to be considered as well but will be discussed in other parts of this document. To establish the 
compatibility various aspects need to be evaluated. This can be done using the Fit Analysis List (which can be found 
in appendix 5). There are different degrees of compatibility possible between contractor and client and amongst 
contractors. When the compatibility is good the different parties will be able to work together; in case of bad 
compatibility it will not be possible for the partners to cooperate. When there is limited compatibility, cooperation is 
theoretically possible but not ideal. When this occurs the relation needs significant extra attention to successfully 
succeed. 

Another possibility to check if the partners fit is by means of a SWOT analysis. The Strengths, Weaknesses, 
Opportunities and Threats analysis is a simple tool that can be used to review if the selected partners combined 
have sufficient capacities to execute the project; an analysis of a staffed project. It consists of an internal and 
external analysis and can be as thorough as needed. In the external analysis the environment of the alliance is 
determined by performing the following activities: identify trends and developments in the industry, identify 
available competencies in the market and identify which competences and developments will be essential for the 
successful completion of the project (Duijsters et al, 2002). The internal analysis is focused on the organization to 
determine which competencies are available with the current partners and which weaknesses are still present in the 
alliance. 
The SWOT analysis will provide the directive party of the alliance with interesting information on how they will 
perform in the project. Especially the weaknesses are important since they indicate where improvements are 
possible. If the total of the alliance is not strong enough to have a good chance on success, an additional partner 
and/or other partner might be advisable. 
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6.2 Selection and responsibility 

When the selection criteria are considered and bids have been fully evaluated the alliance partners are chosen. 
Traditionally the decision making is left to senior management to debate about the options and then delegate the 
result to lower management levels. In the alliance it is preferable to have the persons directly responsible for the 
project to perform this decision making process. The reason is that the project stands alone and needs maximum 
support from the "local" management; they should support the reasoning and logic behind the decisions made. Of 
course senior management needs to be involved to incorporate a certain amount of decisive power, but the project 
management needs to make to actual selection choices. 

In the Hydro Cracker Alliance the selection procedure was organized as follows; the initial selection of contractors 
was based on a short evaluation list in which the main criteria where evaluated. These criteria were summarized in 
three categories: 

Knock-out criteria; contractors had to meet these criteria to be considered for further negotiations. Criteria 
in this category are willingness to participate in an alliance and accepting the shared responsibility, financial 
solvability, minimum capacity demands, safety records and references and experiences. 
Hard evaluation criteria; capacity, technical competence, alliance experience, experience with the client and 
safety. Each criterion is measured by answering some related questions and distributes points accordingly. 
By determining a certain weighing factor per criteria the hard criteria score can be established. 
Soft evaluation criteria; gain sharing experience, language skills (in case of foreign projects), innovative 
execution methods, project interest, organization chart, intended key personnel information, information 
about previous project, joint venture experiences. These criteria are rated in a similar way as the hard 
criteria 

Based on the scores in this initial contractor evaluation, they are ranked for further bidding procedures. An 
evaluation tool based on the criteria categories mentioned above is shown in appendix 3.2. The second round of 
evaluations was done by a large group of 10 persons, half of the client and half of the EPC contractor, together the 
directing party. 

The interviews are rated by giving a score between 0 and 100. The score that is giving depends on how well a 
contractor fits the description of the review sheet. The criteria grow from left (0 points) t ill right (100 points), 
meaning that better alliance partners have higher scores. Some examples are given in table 3. 

o experience in collaboration 

o appreciation for intention to 
inimize claims/variations 

100 
ignificant track record and corpo
ate commitment to co-operative 
ontracting 

Demonstrated ability to work in monstrated ability to work in 
o-operative relationships resulting o-operative relationships result-

·n cost and schedule savings ng in cost and schedule Savings 
nd ideas how to achieve these o 
his project 

penness to minimizing claims/ ood plan on how to minimize 
ariations !aims/variations 

II have more than adequate 

Table 3: Interview rating 

Each individual panel member rates the contractor by using this framework. The initial given score can change as 
more becomes clear about the capabilities of the contractor. Therefore the initial score can be objectively rated on 
facts and known issues, and afterwards be subject to less objective criteria. This process will result in individual 
score sheets on each criterion. 
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The final score for the contractor is determined by comparing the relative scores for each criterion and discuss 
differences. The main advantage of this system is that each person involved in the rating can give his opinion freely. 
The final score must be based on a mutual agreement between the panel members. After this process is completed, 
the panel has a unanimous measurable rating of all the contractor and will able to make the "right" choice. 

Once the alliance partners have been officially selected, a document will be setup that describes the first 
arrangements of the cooperative relationship at hand. This is a Letter Of Intent (LOI); a letter between two or more 
companies acknowledging a willingness and ability to do business with each other. The LOI is not a binding 
document but starts the first documentation on mutual intentions to work together. 

6.3 Client contractor alignment and negotiations 

Common, agreed upon, project objectives are the goal in this alignment phase. The formal "hard" expression of 
project objectives will be based on the financial incentive scheme and technical specification. To achieve the project 
objectives the "soft" side of the alliance should be considered as well. In addition, many contractors also have other 
reasons or objectives to participate, e.g. an interesting reference project or technological developments resulting 
from the alliance project. These drivers are important for the directive party to be familiar with . By both 
questionnaires and face-to-face communication this information can be "collected" from the partners. 

The partners are selected and the negotiations start around the specific alliance. The goals of this step are the 
identification of interest of the alliance partners and combine these interests in the alliance. The negotiations 
depend on some aspects: 

Jointly define the additional value creation by performing this process together. 
Show that the cooperative relationship adds value because of the specific combination of partners; the 
synergy advantages. 
Decide if each individual partner can achieve enough strategic progress with this relationship. 
Jointly analyze the success and fail factors of the alliance, so-called the contract risk assessment. 

The negotiation process is vital to identify together with the potential alliance partners that there is a win-win 
situation for all. The client (or directing party) has the initiative of selecting the partners and can influence which 
partners are selected. They have more insight to what the advantages are; the alliance contractors are less certain 
of their benefits and need to be convinced of the potential benefits. All partners are determined to negotiate 
favorable conditions. During the negotiations there are several items that need to be discussed, i.e. the alliance 
promoter, the alliance manager and the operational team. 

Every partner in the alliance should have an alliance representative in the parent organization that makes sure that 
the alliance gets enough attention. The alliance ambassador is often part of the alliance board (chapter 7.3) and 
arranges that the level of support from senior management is sufficient, as well as the availability of sufficient 
resources. To achieve this sure the alliance promoter needs to have: 

Accessibility to and the trust of senior management. 
Unconditional belief in the viability of the alliance. 
A clear vision and goal for the alliance future. 

The partners in the alliance also need to agree on a project alliance manager that is trusted and respected by all 
individual partners. This person will be in charge of the daily operations within the alliance and the communications 
to the partner organizations. It is of great importance to appoint this person as soon as possible because he has to 
be up-to-date with all the alliance decisions, and naturally this is more easily done when he is present from the start 
of the project. 
Based on our research it seems that the origin of the alliance manager is not very important, e.g. he is not by 
definition an employee from the client organization. It has to be a person that understands and advocates the 
alliance concept, and as such this person could, in principle, be working for any partner in the alliance. In practice 
this is almost always someone from the directing party (see figure 7) of the alliance. 

The team in charge of the operational activities of the client must be part in the negotiations as well since they are 
(partly) executing the alliance project. Logically they have to agree to the items that are decided. The advantage of 
the early involvement of the operational team is that the formation of a trust relationship between the partners 
starts in an early stage of the alliance. 

The creation of a win-win situation is clearly the main emphasis of the alliance negotiations. There is a major 
difference in this negotiation process compared to buying a commodity item. In the latter case you will be best 
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served by maximizing your own profit, without concern for the store that sells the item. In an alliance however you 
need to work with a partner for a longer period and sometimes you even depend on their output. Therefore it is 
crucial that all parties are convinced that a win-win situation can be achieved. A too narrow-minded approach could 
easily wipe out the initial level of trust that was already built up. 

Although negotiations will continue throughout the alliance project, the initial negotiating activities are often 
"sealed" with a Memorandum Understanding and Principles (MUP). The MUP is a legal document describing a 
bilateral agreement between parties. It expresses a convergence of will between the parties, indicating an intended 
common line of action, rather than a legal commitment. 
The MUP is a formal alternative to a gentlemen's agreement and somewhat stronger then a Letter Of Intent (LOI), 
but still lacks the strong binding power of an actual legal contract. Basic aspects that must be clear in this stage and 
that can be documented are strategic intention, alliance goals and operational principles. Often this document 
serves as a guide for the future alliance agreement which can only be setup in a later, more finalized moment in the 
alliance process. The intention of the MUP is to facilitate early start of work activities and further communication 
between partners to extend the trust base. A general format for a memorandum of understanding according to 
Porter Lynch (2001) can be found in appendix 6. 

6.4 Alliance contract forms: works contracts and alliance agreement 

The basis for the contracts in the alliance is often defined in the MUP. Basic aspects of the cooperative relationship 
are agreed upon before the final contract is formed. Contract forms that are used in alliance relationships are known 
as the "work contracts" form and the "alliance agreement" (Scott, 2001). In general the first option is often chosen 
because it has the least impact on the traditional way of working. Both frameworks are shown in figure 14. The 
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Figure 14: Alliance contractual forms 

Works contracts are contracts between client and each individual alliance contractor. They are used to agree on the 
physical delivery of the project between client and contractor. In addition, there is a separate "umbrella" alliance 
agreement which is used to cover the alliance arrangements; each alliance partner is signatory of the umbrella 
alliance agreement. The work contracts: 

Define the services that the contractor provides to the client. 
Describe the rights and obligations of the client and the contractor to one another; 
Define functionality, quality and other relevant requirements. 
Provide measures for payment for goods and services to each individual contractor. 
Include general and special terms and conditions (legal). 

The works contracts can be based on standard forms of traditional contracts and or tailored to specific project 
conditions. Standard forms have the advantage to reduce costs; the negotiations are less likely to take a lot of time 
and the administrative costs are lower. Issues that need to be dealt with in the works contract are similar to those in 
full alliance agreements, and will be discussed in chapter 6.4.2. There are three major factors with regard to the 
remuneration terms in work contracts that need to be clear. Because there is an incentive scheme in which all 
partners share the benefits of cost reductions, as well as the loss of overruns, the following factors should be kept in 
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mind to maximize these benefits: 
Maximize the opportunities for cost savings. 
Focusing of the alliance members on their own performance and possible improvements. Take 
responsibility for the own project improvements instead of waiting for the other parties to come up with 
better / cheaper ideas. 
The remuneration arrangements should be constructed in such a way that when the target sum is 
exceeded no partner can still make a profit because their hourly rate profit is higher than their share of the 
alliance loss. 

The way to create these circumstances is to have an open-book approach to the remuneration issues. This means 
that the costs of each contractor are reimbursed based on direct costs without profit and overhead expenses. The 
overhead expense directly linked to the project will be charged to the project overhead costs. 

The "full" alliance agreement is a single legally binding document that provides arrangements for physical delivery of 
the products and/or services as well as all aspects of the alliance arrangements between the partners. The alliance 
agreement: 

Defines the details of the incentive scheme which describes the partners' rewards to the overall project 
outcome. 
Expresses the objectives for the alliance. 
Describes the principles that control the working relationships between the partners; 
Describes the organizational structure of the alliance (alliance board, project management team). 
Defines the deviations with regard to earlier contracts between the parties. 

In a full alliance the partners are more strictly combined than with an umbrella alliance. This is because the 
agreement has a total nature and all the design and work processes of a partner influence the results of the total 
group of alliance partners. The stronger incentive to perform better and to reduce expenditures makes the full 
alliance more likely to succeed in terms of financial gain and achievement of project deliverables. But the full alliance 
will need more effort from the participants as well. Because this form is one step further from traditional contract 
forms, achieving the environment necessary for success will be tougher to accomplish. 

6.5 Contents of the alliance agreement 

Many aspects that will be considered can apply to the works contracts situation as well. There are no rules with 
regard to expansions and limitations of the contract used. In general, the alliance properties will have more far
reaching consequences for the partners. 

The alliance entity is often mistaken for a legal entity, by both partners in the agreement and external agencies like 
governments. Therefore a clause, stating that the alliance is not a legal entity, could provide clarity for all. Together 
with legal entity problems, tax issues may also arise and should be considered from location to location. It is beyond 
the scope of this roadmap however to sort out legal concerns. Finally, the choice of law applicable to the project 
should be chosen. When the chosen law is not similar to the law applicable to the location of the project execution, 
the alliance must make sure that the project will observe the local applicable laws. 

In the next paragraph various aspects that could be inserted in the agreements will be mentioned shortly. Most of 
the aspects will be discussed in more detail later on. It is not obligatory to implement all aspects mentioned in the 
agreement, if there are good reasons to leave parts out. 

6.5.1 Objectives 

It seems that simple but clear descriptions of the alliance objectives are worth the effort. The alliance partners are 
then able to quickly review the objectives when necessary. Often this is just a simple statement that the objective is 
to improve certain performance criteria in comparison with other project execution methods. These statements are 
additional to the main objective, which is project completion according to specifications and cl ient satisfaction. If 
some performance criteria are not directly linked to rewards agreed in the incentive schemes, they could be 
mentioned as a reminder to their importance. 
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6.5.2 Organization of the alliance 

The alliance cannot be considered as a separate legal entity but often has its own organization features in place. 
These features must be included in the alliance agreement and subsequently have these covered in a contractual 
document. Examples of the possible organizational features could be the existence of an alliance board as executive 
administrative body and the formation of an integrated project management team. Their responsibilities and rights 
should be assigned in the alliance agreement. Further review on the organizational design will follow in chapter 7.1 

6.5.3 Incentive scheme considerations 

The purpose of the incentive scheme is to create a tool which takes care of the potential conflicting interest between 
client and contractors that have been present for ages; in other words achieve alignment between all parties 
involved. The alignment in this case occurs because: 

There is a direct link between the project outcome (success/failure) and the rewards that will be received 
by the alliance partners, instead of a reward for individual performance. Partners are interested in 
everything that influences the project outcome and thus their reward. 
The alliance members can potentially make more profit by means of an under run when they work 
effectively together when compared with their individual profit margin realizable in traditional contracts. 

The incentive scheme is based on key performance indicators (KPI). It is important to keep in mind that the 
influence of each of the criteria has a varying influence on the alliance outcome as a result of the conditions in 
which the alliance is executed. In addition, certain partners may have different interests with regard to the criteria 
which could generate difficulties when unattended. Possible criteria are listed below. 

» Total investment costs: The agreed target sum is the goal, with a shared win and loss system. All costs 
should be incorporated, including the sub-contractor costs (those parties that are not directly contracted in 
the alliance). The reason for including sub-contractor cost is that at least one alliance partner is responsible 
for the sub-contractors performance, an element that could have direct influence on the project goals. In 
case of an overrun the client has to pay more than the predefined target sum according to a predefined 
formula, in case of an under run the opposite applies. 

» Project schedule: Should only be used when early completion implies additional gains for the client or if 
late completion destroys value for the client. When early delivery does not mean extra gains but late 
delivery does create a loss, a risk only formula should be established. 

» Quality and reliability: Quality is hard to measure on the job and reliability remains to be seen in the 
future, as reliability can only be measured by facility turndown. The best way to incorporate these 
measurement criteria is by rating the performance at project completion. 

» Safety and environmental performance: In the process industry safety is seen as second nature and 
shouldn't be cut back from. The choice to include this as a KPI is controversial and must be decided per 
project. 

» Life cycle operation costs: Hard to predict, hard to measure. 
» Intermediate milestones: Valuable as project management tool because the incentive stimulates the project 

to be on schedule, but it also restricts the project manager to take delaying decisions that in the long run 
are better for the overall outcome of the project. 

The establishment of the target sum is one of the prime issues in an alliance. It will determine the chance on 
profitability and loss for all partners. It is most important that the principles on how the project cost target will be 
determined, is discussed and agreed upon between partners. 
Furthermore, there should be clear ground rules and a methodology for establishing the cost estimate. The ground 
rules must include: 

A statement by the client that it is not their intention to squeeze out the contractors and neglect their 
"normal' profit expectations. 
Profit margin expectations of the alliance contractors 
Rules for decisions to be made; client preferences, wishes etc. 
Audit requirements that any of the partners may have with regard to verifying and validating the cost 
estimate, including the estimates for contingencies and overhead. 

The target sum should be based on calculations of execution of the project in traditional format. This conservative 
estimate based on standard calculation methods will provide a target sum that can be challenged and under run by 
the alliance. 
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In preparation of the target sum the partners can make cost estimates for their own scope of work in the project. 
The individual estimates will be put together by the client, including his own calculations on both contractor works 
and internal work, which creates a total cost estimate for the project. The total cost estimate is then communicated 
to the alliance partners and evaluated for achievability. 
Although the contractors provide their own cost estimates, these are likely to be not exact. A number of factors 
influence the precision of the estimate: 

The quality of the project definition on which the estimate is based. 
Uncertainties with regard to project quantities and their associated costs. 
Technical uncertainties. 
Design developments to bring the project to client desired completion state. 
General project risks. 

All parties should be aware of the uncertainties on the project and the impact of the uncertainty on the actual cost 
outcome. Scott (2001) suggests that the base cost estimate as setup by the client (see above) should be subjected 
to a "probability risk analysis". This risk analysis shows what the statistical influence of the uncertainty will be on the 
actual incurred cost (figure 15). 

Probability 
% 
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Figure 15: Cost probability cuive (Scott, 2001) 

As one can see the base cost estimate has a rather low probability (around 30-35%). The output of the analysis 
generates an "expected value outcome", the most likely cost outcome based on statistics. The difference between 
the expected value outcome and the base costs is called the unallocated provision. These additional costs are based 
on statistical and historical data on which the analysis is based: costs that are very likely to occur but cannot be 
accounted for. A more common term for such costs is the "project contingency". 
Obviously, agreeing on the settlement of the target cost is a tactful process. The client will naturally incline to set 
the target sum lower than the expected cost outcome while the contractors would want to increase it. A compromise 
might be the introduction of a "stretched target". This stretch means that the target cost will go up if the 
performance measurements are good and vice versa in case the performance is worse (again, conditions for such an 
arrangement have to be defined in the alliance agreement). 
It should be clear that a realistic target sum is essential for the success of the alliance. All alliance partners must be 
convinced that an under run of the established target sum is achievable. If it becomes clear that an under run is 
unfeasible, the alliance contractors loose their interest and drive to perform because they can only limit their loss. As 
a result the client will see the project costs grow past the intended investment sum. 

The incentive schemes commonly used in alliances are quite similar. They all have an agreed set of goals and 
requirements which bring in rewards when these are met. There are multiple target groups that can be included in 
the incentive scheme, and two examples are given in figure 16, e.g. based on money and based on schedule. The 
eventual reward can be a summation of rewards achieved in different performance areas, just a distribution of the 
under run gainshare or a combination of these. 
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Figure 16: Incentive schemes, money & schedule (Scott, 2001) 
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In figure 16 I the incentive scheme for money is shown. When the target sum is exactly met, none of the partners 
really benefits from the project. In case of an under run, the final cost move left on the final cost curve which 
corresponds to project savings and therefore gainshare for the alliance partners. The red zones indicates contractors 
share of the benefit and the blue zone indicates that of the client. The methodology in and volume of sharing are 
agreed in advance, see figure 17. 
Figure 16 II has the same line of though, but applies to the project schedule. Every fixed period of early project 
completion, e.g. days, weeks, months, corresponds to a bonus for the partners. This schedule incentive can be used 
as an extra bonus for schedule achievements or as determination of the target sum percentage for achievements in 
schedule. The latter is used in case the gainshare for the alliance partners is subdivided for different performance 
areas, e.g. quality, schedule, costs, safety, etc. 

The share of each alliance partner in the gainshare-painshare formula should be laid down in the incentive scheme 
in the alliance agreement. The determination of these depends on (Scott, 2001): 

the amount of money the contractors are willing to put at risk 
the point at which the cap of the contractors risk takes effect; this means how much the target sum may 
be overrun before the contractor looses his pre-agreed risk money. 
the effect of the reward in case of an under run must be relatively equal to all the alliance parties 
the percentage of the total savings the client is willing to share with his alliance partners 

This process is purely based of negotiations between the alliance partners and the trade-off for the individual 
partners between the aspects mentioned. 

Example 1 
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Figure 17: Participation shares in the incentive schemes 
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Another option that was used in the Energy Alliance was by adding a certain amount of money to the target sum as 
an incentive. The target sum was established as usual based on cost estimation of the project. After the sum was 
determined and agreed by all parties, the client added one million to this sum to enlarge the alliance partners' 
possibility to earn profit. 

6.5.4 Procedures for change 

Although alliances are to increase project execution flexibility, there must be an arrangement for the handling of 
change orders because the project has a predefined target sum on which all the partners' profit is based. 
Possibilities for the payment of rework can vary. In some projects change orders and rework will be paid on a cost
reimbursable bases (with or without profit), while others increase the target sum with the cost of the extra work. 
In any contractual agreement, shortcomings or flaws can surface at a time that the project is already started, as 
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well as changes in wishes of the client. Provisions to handle these changes need to be described in the alliance 
agreement. Possible changes are: 

Circumstances in which targets for performance criteria can be changed; 
Procedures for agreeing to change the targets; 
Circumstances under which a party may be excluded from the agreement and who has authority to 
exclude; 

Changes in the target sum could be necessary and possibilities for this should be allowed for in the agreement, 
although very restrictive. If target sum changes happen too often the mindset could change; contractors are inclined 
to think about claims whereas the client could be thinking about changes that can be made to scope and 
specifications. In such instance, all partners are distracted from the one goal no claims philosophy which is 
undesirable. 

6.5.5 Final cost calculation 

First of all the term "final costs" needs to be described in the agreement. It can be described as the sum of all 
invoices from all partners, including those of the client, for the goods and services provided for the project. It could 
be smart to make some arrangements to be able to jointly agree to certain costs instead of waiting for the financial 
rounding off with all parties. The advantage is that the gainshare-painshare results can be available to the partners 
in an earlier stage. In line with early knowledge about the finances, a periodical payment structure for the alliance 
constructors must be setup. A well established system in the process industry is the payment of the completed work 
minus 10% retention costs. 

A description of the way in which costs are calculated should be present as well. In case of the works contracts 
situation their can be aspects that could fall under the works contracts as well as the alliance agreement. In that 
case it is advisable to have clear statements concerning this possibility. 

6.5.6 Information confidentiality and intellectual property 

In alliances one of the requirements is often that all partners should have an open-book mentality which allows 
other partners to have access to certain information. It does not mean ignoring confidentiality and concerns 
regarding management of publicity. It should be clear which information will be shared and what it can be used for. 
This must be one of the contractual agreements in the alliance agreement. It is advisable to educate own staff 
personnel on the subject to ensure they are aware of the risks involved. 

Intellectual property issues can occur as well, and should be described in the alliance agreement. One of the 
partners could provide the alliance with software or hardware on which they have the intellectual property. The 
intellectual property could also be created by the alliance. In this case there must be clear understanding about who 
has what rights to the intellectual property. 
Furthermore, the alliance project could make use of intellectual property rights that belong to third parties. 

6.5.7 Definition of project completion 

The terms and conditions associated with project completion should be clear to all parties. The client needs to make 
sure that these terms and conditions are well defined; because they want to be sure that a fully operable plant or 
installation is delivered by the alliance. Many alliances use the term "beneficial use", to define the state of a plant or 
installation that is producing revenue-generating products for the cl ient. This approach to the project completion 
definition has the advantage of bringing the focus to the real goal of the alliance cooperation as well as encouraging 
the partners to include the operational staff in their part(s) of the project, as these are the individuals that evaluate 
the performance of the project plant. 
Clearly defined divorce procedures, penalties and exit obligations need to be described in the alliance agreement as 
well. It could happen that one of the partners does not perform according to specifications and must be sent away. 
To be able to do this it is important to describe how to deal with such situation. Penalties and exit obligations refer 
to procedures when one of the alliance partners wants to leave the alliance on their own account. To prevent this 
from happening, such clauses should be added to the alliance agreement. 
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1. Operational phase (post-award) 

This part consists of the main project execution including the administration and management of the alliance. Parts 
of the operational phase could be executed before the actual start of this phase. Reasons for this might be, but are 
not limited to, gaining benefits in the procurement of material and equipment and therewith secure e.g. schedule 
improvements. On the other hand, activities or processes from previous phases can occur in this phase again. In 
case an extra alliance partner might be needed such would require following the earlier agreed upon selection 
procedure or could even result in a modification to the initial agreed upon target sum, incentive schemes or unit 
rates all implying new negations. 

The goal is to have a project that is running as smooth as possible with adequate provisions for the problems one 
might encounter during this project execution phase. The ultimate aim for this phase is the successful delivery of an 
operable plant or installation built according to agreed technical specifications within the commercial agreed 
guidelines and which means profit for the partners. 

Front End 
Phase 

Pre Award 
Phase 

Award 
Phase 

Main Deliverable: 
Successful project execution 

and performance achievement 

Operational 
Phase 

~ 

Project 
completion 

phase 

- Project process management 
~ 
- Management of communication 
- Maintain or improve relat ionships 
- Management of changes and escalation 
- Monitor performance 
Oraanizatjonal focus 
- All of the above activities 
- Focus on out-of-the-box thinking 
Advanced Asoects 

Figure 18: Operational phase 

7.1 Organization and implementation aspects 

The organizational design for the alliance is different from the organization in a project which is executed according 
to the "tradition format". In traditional projects the client is the authoritative party in the relationship and has 
complete and overall decision making rights. The contractors merely execute their work according to specification 
and are not, or only to a limited extent, asked for input. In an alliance, all contractors that form part of the alliance 
agreement are partners; the client can be considered as a special partner (see chapter 4.4.2). The alliance design in 
general can be drawn as in figure 19. All partners are considered equal as shown in the left side of the model. The 
partners provide key personnel for the alliance structure, which consists of the alliance board, the project 
management and project execution team. Project execution is a varying group of people that work on the actual 
realization of the plant or installation. The project support group supports the execution team; the execution team is 
led by the project management team, which in turn reports to the board . In the end, the alliance performs a project 
for the client who must be satisfied. 
In case of a client that is (partially) owned by several share holders, another important issue arises: the client 
owners. The client owners may have contradictory interests to the alliance interests, which complicates the 
successful execution of the alliance project. This is shown in the dotted red square to the right. 

There are many other variants possible depending on the way the directive party is set up and whether or not the 
client is part of the alliance. Joint venture models might be possible as well. Based on the literature sources used for 
th is roadmap (appendix 2) as well as the interviews it can be said that the majority (80%) of the alliances used an 
identical type of organization for the alliance. 
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The alliance board 
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Figure 19: Alliance organization 
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Many alliances choose for the existence of an alliance board with executive powers with respect to implementing the 
project. This common executive body is totally in line with the idea of working together (so why not have a joint 
executive body) and contractors who have a financial stake (risk/ reward scheme) in the outcome of the alliance 
should have influence in the decision making process. The amount of power that the alliance board will get can be 
set as deemed appropriate, depending on the situation. 
The board is composed of an equal number of representatives of all the alliance partners. They should be senior 
executives that are not directly involved with the management and execution of the daily project operations. With 
respect to the client it should be an executive that is responsible for the project outcome rather than "just" a project 
manager. Payment of these senior managers can be an issue if not clearly defined in advance. Although they all 
perform a useful role for outcome of the project there should be clarity about who pays for the efforts made. Are 
these costs charged to the alliance or not? 

An important issue is the position of the client in the alliance. In general they are part of the alliance and have a 
representative in the alliance board. Since they are providing the financial means to execute the project their 
position is special. Often the decision making process in the alliance board is based on voting procedures, with the 
preference for unanimity. The client has a veto right to prevent that the alliance board makes decisions that are not 
supported by the client organization. Although the equality of the partners is one of the important principles of the 
alliance, the description " managed consensus" is more appropriate. Therefore it might be assumed that the voting 
process really never takes place; instead the alliance partners will negotiate and find a compromise that is 
satisfactory for all. 

Role of the alliance board 
The alliance board can be an adequate body to decide on matters that have not been negotiated in the alliance 
agreement. Ideally, all conflicts of interests should be dealt with on alliance board level in order to let the Project 
Management Team perform their day-to-day work. The effectiveness of the board is easily achieved since there is 
quite some executive power present. However, our research shows that certain alliances (i.e. the alliance board) are 
limited in their decision making authorities because of the organizational design of their parent company. This 
parent could be owned by a few large shareholders who are focused on their own main objective, i.e. rate of return 
on their investment. In the Hydro Cracker Alliance this led to the situation that larger changes in the project needed 
to be approved by these shareholders, limiting the decision power of the alliance and the quick responsiveness to 
new situations. Another issue that the alliance board needs to deal with is the interest of the cl ient. The alliance is 
executing a project for a client that could be partner in the alliance, although the alliance has to deliver the project 
to the same client as well. This possible conflict of interests needs to be discussed in the alliance board, and needs 
to be dealt with. Conflict of interest shouldn't be an agenda item for the project management team, so that they can 
focus only on operational and technical challenges. 

The project management team 
As chairman of the project management team, the project manager is in charge of the daily operations in the 
alliance and ideally can run a standalone company that executes a project. The project management team consists 
of representatives of all the partners in the alliance. The functions that these representatives fulfill within the 
alliance may differ from alliance to alliance, but the idea is that they are not all exclusively project managers (except 
for the alliance project manager). For example, one could be the engineering manager, one other the financial 
manager and the other the operational manager from the client organization. 
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The support team 
The support team and execution team may consist of many different disciplines, varying during the course of the 
project. For example, the accounting department of one alliance partner could do the financial activities while other 
departments from other partners take care of the information system installation and purchasing activities. The 
filling-in of these activities should not be seen as a prestige issue but simply determined by the rule "who has the 
best in-house capabilities for which activities?" 

7.2 Communication 

Communication is a vital part of alliance success. No matter how well thought out a project is, the success will 
depend on the interaction of its members which is mainly based on the overall communication. Therefore it is 
important that the communication systems to be used on the project are predefined and supported by all partners. 

The first and foremost channel of communication is the day-to-day communication within the project team. 
Communication within the project team (management) depends on the organizational structure that has been set 
up. If a large part of the project team is organized as a task force and working together in one location, the 
communication lines will be short and frequent, structured meetings are less obligatory. In case the alliance partners 
remain working at their own location, then at fixed interval (at least) project management team meetings should be 
introduced. Regular meetings increase: 

Trust; by spending time together one familiarizes with the other. 
Openness; because of the regular meeting schedule people will be encouraged to contribute to the 
meetings and solve problems. The more challenges that are discussed, the easier it becomes to raise new 
challenges during a meeting. 
Schedule performance; problems are dealt with in an early fashion which decreases delays in the project. 

Our research showed that in general the communications have been quite good. The task force concept, with all 
alliance partner teams working in one location, was preferred by most professionals because of the short 
communication lines. Another advantage is that the partners get to know each other better in a day-to-day basis, 
which enhances the trust and openness. 

Functioning of communication systems also rely on information technology of organizations and the connectivity 
between them. When a new project starts project management needs to think if they should setup a dedicated 
project infrastructure for IT, affecting multiple benefits. The speed of communication is increased, is more reliable 
and secure and better manageable. The question is whether or not the initial implementation costs weigh up to the 
expected benefits; these benefits depend on the duration of the project and the intensity of the communications 
needed. 

There are several channels of communications that can be useful in an alliance (Lendrum, 2000). The most 
important one is briefing sessions. The goal is to get a consistent message to all the members of the project, 
keeping everyone updated and informed. The contents of these briefings vary over time depending on the project 
status. In the beginning a briefing may explain alliance principles and provide information about the partners in the 
alliance. Later on project schedules, target sum estimates etc. could be interesting subjects. Briefings (or meetings) 
are also valuable as a feedback moment for all partners to discuss challenges and achievements. 
Another form of communication is the issuing of project publications with information on the current project status. 
Regular updates and news publications keep the project alive and dynamic for the employees involved. The same 
reasoning applies for the implementation of project notice boards. 
Workshops are a communication moment as well. Although primarily effective to create alignment between the 
partners and resolves differences, project specific (detailed) information will be discussed as well during these 
sessions. Project surveys are a good vehicle to learn about individual opinions on the functioning of the alliance in 
general and how different persons rate the alliance success. Although open communication is one of the key drivers 
of the alliance, people will always have a degree of reservation when it comes to expressing negative viewpoints. 
Communication methods (like the briefing session and the workshop) can be evaluated in the survey as well. 
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Figure 20: Alliance quality plan 

7 .3 Project systems and procedures 

Applicable project procedures should be determined in a consultation meeting with all partners. The worst action the 
client can take is to demand use of his corporate system and procedures. The best approach for determining the 
best working procedures is 

To let each alliance partner use as much of his own systems and procedures as possible for the execution 
of their own work; 
Define which procedures and systems are mandatory at alliance level. In some areas common procedures 
will lead to significant advantages for the alliance and should therefore be executed collectively. This does 
not by definition mean that it has a major impact on the individual partners' procedures. E.g. the specific 
alliance quality plan will have a set of mandatory demands, but can be integrated with those of the own 
organization (see figure 20). 

Areas for common procedures could be cost control, planning and procurement. When the decision has been made 
that a certain area will be done at alliance level, it is essential that all partners have true willingness to work with the 
system that is chosen as best for purpose. Eventually the areas that are identified for common procedures should be 
documented, as well as the required systems and procedures that go with them. 

Reporting requirements vary for different project elements require appropriate reporting levels. Cost reporting for 
example, needs a structure of multiple levels of reporting. The costs made on the project need to be exactly 
specified in own accounting systems to specifically keep track of where money was spent. At alliance level the main 
issue is the total amount of euros spent on the project by all partners collectively, to be able to track expenditures at 
a certain moment in the alliance. An example of different levels of accounting is shown in figure 21. 
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Figure 21: Cost reporting levels 
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Another important procedure is that of open accounting books and the question of audit by partners. Often it is 
clearly stated in the alliance agreement but the actual filling-in of this issue can be complicated. The problem is that 
when an audit is carried out, the party controlled feels like they are being audited because they are under suspicion. 
Although clearly defined in the alliance agreement such actions of control could be explained (perception) as a lack 
of trust against a partner with all the problems associated. 
This issue should not imply that control is not performed in practice. An option to get around the problem 
mentioned above is to agree on audit moments in the alliance schedule in advance. Because the checks have been 
agreed before the partners actually started working for/in the alliance, the perceived lack of trust issues may be 
avoided. 

Although many aspects are pre-defined in the alliance agreement, there will be many issues that need to be handled 
during the alliance. Quick decisions need to be made to enable effective day-to-day management. But who will have 
the ultimate decision making power, the project management team, the alliance board or the cl ient shareholders. 
One alliance used an authorization matrix that was quite useful. This authorization matrix can be found in appendix 
7. 

7.4 Building and sustaining relationships 

Meaningful performance improvements can only be achieved if the relationships in the alliance are in such a state 
that the situation permits the individuals in the alliance to think differently in order to discover new possibilities. It 
takes time and effort to build relationships that enable out-of-the-box thinking and therefore this process needs to 
be mapped. Figure 22 shows the development of alliance relationships throughout the identified phases. 
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Figure 22: Development of alliance relationships 
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The phase in which the actual relationship building effort needs to takes place is the Award phase. In this phase the 
employee from the different alliance partners are working together to develop and define the project. Secondly, in 
this phase the alliance agreement negotiations take place which require intensive communication between the 
partners and raises situations in which the partners are "tested" by each other. Actions and reactions in this phase 
are decisive for the further progression of the relationships. In addition, the alliance agreement must capture the 
principles for further relationship issues during the alliance. 
The main effort that is put in the relationship during the operational phase is sustaining and supporting the relations 
that have been built up in earlier phases. As the emphasis with regard to functional areas shifts in the operational 
phase, the alliance partners need to make sure that the changing mix in personnel are "up to date" with the 
alignment. To deal with these changing circumstances it is advisable to have some alignment workshops planned 
during the project when the functional emphasis changes; this often occurs after project milestones are reached. 

From our research performed another important aspect surfaces concerning the relationship in the alliance; the 
departure of key personnel in the alliance. This can happen in any organization, but in larger organization this 
happens more often. Because of promotions or demands on other projects, project management team members 
might leave the project prior to its completion and be replaced by others. This means that a new individual is put 
into the tender alliance relationship that was just growing, with the result that additional alignment sessions are 
needed. 

Levels of alignment 

Alignment should be considered and achieved at three organizational levels (Scott, 2001): 1) contractors' and 
owner's corporate level management, 2) contractors' and owner's project management level and 3) at the working 
level within the alliance, particularly among those people at interface levels between alliance partners. The 
alignment at these levels is essential for a number of reasons: 

Corporate managers have the responsibility of delivering good results for their companies. Because they 
are mutually dependent on these results, they need to be confident that the other alliance partners are 
capable and can be relied upon for the project 
Employees are likely to perform according to the wishes and vision of their managers. These managers 
should communicate their positive belief in the alliance in order to stimulate their subordinates to adapt 
and/or change to benefit the alliance. Thus corporate managers will influence project managers, who will in 
turn influence the discipline managers, and so on all the way to the "working man". 
Many alliance advantages are identified on the interface level between alliance partners. The actual single 
organization "line management" is weakest in these areas, and the behaviors and attitudes of the 
individuals here are increasingly determinative when it comes to grasping the identified advantages (e.g. if 
the owners' engineer only wants to check and re-check instead of brainstorming for new solutions, the 
advantages are nullified. 

Scott (2001) identifies some alignment mechanisms that can be used to create alignment, enriched with case 
examples of alignment. These mechanisms can be found in appendix 8. 

External facilitators 

The use of facilitating companies has been mentioned before. When used in the alliance, it is of great importance 
that they are present in the beginning. Because of their focus on alignment they are able to get the alignment up
and-running before any partner really though about it. This will be beneficial for all participants of the alliance. The 
value of these facilitators is discussed here. The question is how to determine if the use of a facilitator actually 
contributes to the success of the alliance. Our research indicated that several alliances used facilitators and some did 
not, as can be seen in appendix 1.4. Unfortunately the sample of projects contained only two projects that had a 
problematic development path. The Terminal Alliance was terminated in an early stage, before actual start of the 
execution of the construction . This alliance did not have any facilitation while if there had been any, the course of 
the project might have gone differently. After this project terminated, questions emerged about the quality of the 
selection process and if the right partner choice was made. An alliance facilitator could have indicated the 
importance of a sound partner selection program. 

The second alliance, the Crash Project Alliance, was completed according to alliance goals but the road to 
completion was a bumpy one. In this alliance however, there was a facilitating company attracted at the start of the 
project. During the first few months the alliance partners found the contribution of this company poor and stopped 
its activities for the alliance. 
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Nonetheless, all other alliances were successful and the ones that did have a facilitating company present, judged it 
as contribution to the outcome of the alliance. One important issue that appeared from our research as well is that 
the facilitators should be external facilitators and not originated from one of the alliance partners. Preservation of 
objectivity was the main argument for this external facilitation preference. 

Although it is difficult to say in general whether or not external consultants should be utilized, there is a number of 
reasons why their use should be seriously considered: 

They can easier introduce a common terminology and for the alliance culture that is distinct from all the 
other organizational cultures, because they have no incentive to create a culture that is linked to a certain 
culture (as the individual alliance partners may have). Jointly defining common issues generates common 
understanding of the purpose and goals of the alliance itself. 
It would be hard for project managers to lead the alignment sessions because it requires a somewhat 
different approach from the role they play in the day-to-day activities of the alliance. 
Impartiality issues; if a project manager would consistently lead the sessions in which all alliance partners 
are present, the manager could always be seen as individual from a certain partner, however neutral he or 
she may be. 
Facilitators can help project managers to see and acknowledge their shortcomings and faults without 
possible blaming issues. 
Facilitators are more likely to accelerate alignment and integration of the team. Alignment speed is crucial 
when you consider that the projects are limited of timeframe and the project is best influenced in the 
beginning. 

It must be remembered that facilitators are only a tool that supports the execution of the alliance project. Therefore 
the facilitator(s) should never be put in the position in which they are making decisions about certain operational 
activities for the project. 

The alliance concept can generate situations in which incentives are present for opportunistic behavior. 
Opportunistic behavior in the context of alliances can be described as the tendency for individuals to generate and 
pursue goals that are made possible by the existence of the alliance but are conflicting with the alliance interests. 
Our research shows that in a single alliance this was actual practice. The incentive scheme of the alliance was 
similar to the one shown in figure 16, and the client assumed and trusted that the costs submitted by the 
contractors where purely based on actual costs. The alliance contractors misused this trust and submitted costs from 
other, lump sum based projects, as well in the alliance. They created a huge overrun of the target sum, but the 
resulting painshare was nothing compared to the additional profits made in the lump sum projects. 
Of course the role of the client in that alliance is questionable. The control function apparently did not function 
appropriately and thus could not prevent this from happening. Nonetheless this was identified as a pitfall of the 
concept that actually occurred and did cost the client a lot of money. 

7.5 Monitoring performance 

There are two main issues that are important in the monitoring the performance of the alliance. First of all the 
target criteria of the alliance agreement have to be met. The performance in this area will influence the rewards 
according to the financial incentive scheme. A second issue is the performance of the relationships in the alliance. A 
detailed guide for monitoring the performance of construction projects in the process industry will not be given. 

Performance measurements against the alliance agreement targets are more a matter of forecasting than reporting. 
If a partner reports cost figures that are too high, the problem has already occurred. High expenditures need to be 
checked in an early stage of the process to identify the problem(s). The specific partner might be convinced that a 
he is doing a good job; if the performance is good after all, the check will prove that. If not, the causes can be 
identified and problem solving measures are possible in time. 

Essential in the establishment of the target in the alliance is the feasibility of the targets. If the targets are too tight 
for the contractors to be able to perform accordingly, they will in an early stage be navigating to an overrun. When 
this has become clear, partners loose interest in the project and want to be done with it as soon as possible. The 
idea of claims might arise which leads to major problems for the alliance. When an overrun is bound to happen 
because the targets are to narrow, the client may want to consider some extra margin in the target sum agreement. 

The quality of the relationship remains throughout the whole alliance project a key issue; because the partners are 
much more dependant on each other compared to traditional contract forms. Therefore measuring the quality of the 
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relationship is advisable. Methods for measuring this are: 
Attitude surveys among the project team. 
Surveys on the effectiveness of meetings and improvement possibilities. 
Evaluation of major milestones and events in the alliance. 
After situations of crisis, evaluate the handling performance. 

When these techniques are regularly applied among a fixed response group, consisting of representatives of all 
alliance partners, the trends in the relationship development will be visible. 
A tool for alliance relation measurement was developed by the Lilly Company after thorough review of alliance 
literature. The instrument starts from a three dimensional model for alliancing based on the categories strategic fit, 
operational fit and cultural fit. These categories are subdivided by 14 sub-categories: 

Strategic fit: commitment, strategy, trust and fairness. 
Operational fit: communication, conflict management, decision making, leadership, and performance 
management, roles, skills/competence and team coordination. 
Cultural fit: organizational values, knowledge management and flexibility. 

All respondents in the alliance must rate their degree of agreement with certain questions corresponding with the 
categories mentioned above. The surveys are held with the use of web technology, online; this ensures the 
objectivity of the rating. Based on the answers of the respondents a radar chart is produced that displays the 
congruence and gaps between the partners. An example of such a radar chart is given in figure 23. 

Strategic Fit: Trust and 
fairness 

Strategic Fit: Strategy 

Strategic Fit: 
Commitment 

Cultural Fit: 

Operational Fit: 
Communication 

Operational Fit: 
Decision making 

Operational Fit: 
Performance management 

Operational Fit: Roles 

-- Client survey results 

-- Contractor X survey results 

-- Contractor Y survey results 

Cultural Fit: Flexibility Operational Flt: Confl ict Management 

Figure 23: Alliance relations radar chart 

The blue line shows the results according to the client professionals in the alliance. The red line shows the results 
based on alliance contractor X and the green line according to contractor Y. Based on the differences or similarities 
in the scores the overall results can be extracted. 
Obviously this tool is not very useful when the sample of alliance representatives is quite small. At least 10 
individuals of each alliance partner should be participating in the survey. In case the sample group is too small a 
better option is to work with focus groups. The different focus groups consist of personnel of only one partner. A 
facilitator performs the focus group sessions and records the sessions in order to analyze them. With the use of a 
Pareto analysis different comments and themes that were mentioned are counted and processed. This results in a 
qualitative analysis of how the alliance is doing according to the respondent, based on a rather small group. 

7 .6 Disputes resolution 

The resolution of disputes is not a widely described subject in the alliance literature. One of the intended outcomes 
of alliancing is the early avoidance of disputes. This can almost be seen as one of the performance measures for an 
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alliance. Because the alliance concept advocates trust and openness, alignment of objectives and a no blame culture 
the occurrence of disputes is quite rare. Although this seems logical, disputes can always occur. 
In alliances the focus must lay on discussion of issues or problems as early as possible in the local problem area. 
Often this will be sufficient to resolve the matters; if not, the alliance board has proven itself to be a good problem 
solving entity. Although disputes seem to be best handled informally in an alliance, Bob Scott set up a more formal 
document that can assist in the dispute resolution process (appendix 9). 
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8 Project completion phase 

The project completion phase deals with the project close-out issues. The objective is to have a clear understanding 
when a project is completed, which responsibilities exist and what tasks are to be performed in this phase of the 
project. The deliverable is to wrap up the project in consultation with all the partners, and ultimately have full 
satisfaction with all parties involved. 

Front End 
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Pre Award 
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Award 
Phase 

Operational 
Phase 

Figure 24: Project completion phase 
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Part of the end terms and conditions is a provision for when the project is terminated; premature ending of the 
project which could have many causes. The client might have seen market development that threaten "their" 
project, the cost estimates are pointing out figures that were not anticipated by the client, lack of contractor 
performance, bankruptcy, neglect of duties etc. There must be provisions that can deal with termination issues 
when they occur. Some people might think that these provisions might prevent trust and good relations at the start 
of an alliance; our research shows that many respondents advocate this, which coincides with the idea that partners 
should be able to check on one another without being offended by it. 

Setting targets for performance which are explicitly quantified rather than in general terms seems to be a valuable 
tool in achieving and measuring performance. Advantages that are achieved are by means of explicit target 
quantification the context and framework of the alliance becomes clear for all partners. Actual performance can be 
compared to the agreed performance. There are different kinds of targets and it is important that a distinction 
between them is made. Different target groups are investment targets, performance criteria targets and delivery 
targets. 

Investment targets are mainly the business of the client or its shareholders. The alliance has a very limited influence 
on these targets. The major importance for the alliance is the investment decision whether or not to proceed with 
the alliance project. The performance criteria targets are part of the contract and are the basis for the remuneration 
of the partners. Achieving the performance targets means financial rewards for the alliance parties whereas the 
failing to meet these targets means financial loss (based on incentives schemes like the ones in chapter 6.5.3). 
Delivery targets are related to achieving performance that exceeds the performance targets in the alliance 
agreement. These targets are not always present in the alliance agreement, but can be a powerful tool to increase 
alliance performance. 

The success of a project is dependent on the stakeholder viewpoint. Therefore a stakeholder group should be 
assigned to define project success during start-up. This same group should be used to evaluate the performance in 
the end, to prevent confusion about the meaning of the identified aspect of project success. The review climate 
must be neutral to stimulate sincere evaluation; the goal is to prevent mistakes in future projects and not to blame 
anyone for events in the past. 

Close end checklist items: 

[ 

Complete documentation. 
Archive project records. 
Return resources to the client. 
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Integrate benefits into cl ient' business plans. 
Learn for the alliance project; draw up lessons learned. 
Evaluate performance and determine the remuneration sum for the alliance partners. 

A project close-out example is shown in figure 25. 
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Figure 25: Project close-out 
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The first step is the physical transfer of the project plant. The alliance has been managing the construction of the 
plant and transfers it to the client organization. This includes drawings and specifications of the plant and the 
initiation of the warranty period for the alliance. The second step is the mental transfer of the project, e.g. training 
and education for the plant operating personnel, instructions of the new plant, and sharing of the technical design 
concepts to the client. The mental transfer can help to gain acceptance for the new project plant and the manner in 
which it was built. Because the design is often fit-for-purpose, there might be doubts with the operating personnel 
with regard to design and functionality of the project. In some alliances the partners have longer relations with this 
plant due to maintenance and service agreements. In such cases it is extra important for the partners to have good 
relations with the operating staff of the client. 

The reality is that the focus lies with the payment execution based on the alliance agreement incentives. Other 
close-out activities are often neglected. The client wants to receive as much as possible from the alliance partners 
while these partners are often already busy with new projects and wants to minimize their efforts in the "completed" 
project. Key individuals from the alliance contractors are often already assigned to other projects and no longer 
available for close-out activities, such as lessons learned draw up. And when the lessons learned are drawn up, they 
are often not actually "learned" for future projects. 

In some alliances the close-out is actually not performed consciously, because it is seen as another saving in the 
alliance. This can be altered by the client by excluding the project close out costs from the alliance agreement and 
perform this separately. It is quite important to include this procedure after the completion of the alliance project. 
Evaluation and indication of the lessons to be learned is rather valuable for future alliances. Since the alliance 
concept is less often executed, good documentation of these lessons learned is advisable. 
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9. Conclusions and further recommendations 

This research was initiated to further introduce the alliance concept to the process industry. This alliance roadmap 
provides more extensive information about alliances than the NAP foundation published before. As has been 
mentioned in the preface, the added value of this research has been: 

Recent interviews with 26 professionals in 22 different companies on their experiences with alliances. 
Provide the NAP foundation with an alliance roadmap with do's and don'ts. 
Combination of various literatures on this subject in one document. 
Provide hands-on documents that can be used from actual alliance practitioners. 

One conclusion that can be drawn at the end of this assignment is that the publication of Bob Scott, "Partnering in 
Europe: Incentives based alliancing for projects", is already a valuable publication that can be recommended as 
further background literature on project alliances. 

Based on the research that was done it can be concluded that the alliance form of execution for projects in the 
process industry has much potential compared to traditional methods. However, the research did not show that the 
alliance is always the best way to execute these kind of projects. There are some clear advantages that can be 
identified, and these unique selling points of an alliance can be summarized as follows: 

• Reduction of the investment costs through: 
a. Reduction of risk because partners share their related knowledge. 
b. Better allocation of the risks because the right partners deal with certain risks 
c. Innovative solutions achieved through "out-of-the-box" thinking and combined knowledge. 

• Because of the early selection and involvement of the alliance partners, their specialized knowledge can be 
used in the design and engineering of the project. This makes innovative solutions possible that: 

a. Are often better, fit-for-purpose solutions for the client. 
b. Are less expensive for the alliance to develop and therefore improve alliance (cost) performance 

• Traditional execution forms are based on collision; client and contractors are mainly interested in their own 
profit and gain, which has to come from others. In the alliance, the partners are stimulated to work together 
effectively which enables them to be all content with the results in a pleasurable way, without claim 
situations and blame. 

• As a consequence of 3), from contractual viewpoint, the alliance is focused on a cooperative relations and the 
contract is formulated based on cooperation between partners. In traditional contract forms, both lump sum 
and cost reimbursable, the focus is on possible litigation and therefore the contracts are defined in such way 
that participants try the protect their organization, with limited responsibilities. 

• The pleasure that is experienced through the intensive cooperation is greatly enjoyed by the "employees" of 
the alliance. In a traditional industry the relationship are adversarial; doing things differently is quite a unique 
experience for process industry engineers. 

The type of organization is important as well when the alliance in considered. Large, top-down organized 
organizations are too cumbersome to be flexible in an alliance. The type of organizations that most effectively use 
this execution concept are medium to small sized companies which are able to setup a quick decision making 
structure that enforces the alliance. 

Although the focus of this research was on the operational aspect once the alliance is setup and operable, there are 
still aspects to be reviewed some more. As mentioned before this model for project alliances in the process industry 
is especially applicable in (Western) Europe. In the United Stated the construction industry differs a lot from the 
West-European construction industry because of the direct hire concept. EPC contractors like Fluor in the United 
States hire their own personnel for the actual construction/execution of the project, and therefore depend much less 
on contractors. In Asia the construction industry has a similar structure of cooperative relationships but differs to 
such extend that this roadmap is not directly applicable without alterations. Many respondents in our research have 
claimed that this type of cooperation is not possible in the Arabian world. Further research could be done on the 
alterations that could be done with respect to the Asian markets and what possibilities their might be to introduce a 
similar concept for the United States market. 

[ 
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Appendix 1.1: Development of the roadmap 

In appendix 1 the development of this roadmap is described, which also serves as a justification of my master 
thesis. The description of the process is given which will enable the reader to do some background reading. 

Relevance of the project 

In December 2005 two representatives from the NAP foundation, Mr. Diekhuis and Mr. Bellinga, discussed with Prof. 
De Man from the Technical University of Eindhoven the possibilities for a graduation project in alliances within the 
NAP network. They had been working on the topic for a year and were interested in the possibilities for further 
research. They agreed that a graduation student could be useful for a fulltime nine months research on alliances 
and the existing experiences in the industry. After discussing the topic in a general NAP meeting where all board 
members were present, one company agreed to provide the facilities for the graduation project: Fluor Haarlem. 

What is the NAP Foundation? 
The NAP Foundation aims to strengthen the network of the process industry and its suppliers. Its activities promote 
a close relationship between the companies in this network and create an atmosphere for effective co-operation. 
NAP was established in the Netherlands in 1960 and today combines around 130 companies from the process 
industry: plant owners, equipment manufacturers, EPC contractors, consulting engineers and construction 
companies. Strong ties are maintained with the universities, applied research institutes and with the Dutch Ministry 
of Economic Affairs. 

The NAP network, which covers the whole process industry, offers an informal environment enabling its members to 
define a common strategy for optimum asset management. This unique network creates cohesion in a traditionally 
scattered industry and optimizes the added value of each NAP member. These members identify subjects of 
common interest and work jointly to either initiate activities or develop solutions in favor of the process industry and 
create a "win-win" situation for all participants. Because the network consists of key individuals from the 
participating companies the network is capable of quick decision making which gives the foundation more execution 
possibilities. 

Initial problem description 

The initial problem description posed by the NAP foundation was quite general in setup, based on some guidelines 
for possibilities on the theme "alliances". During a fi rst meeting with attendants Mr. Diekhuis (NAP), Mr. Bellinga 
(NAP), Prof. Van Aken (TU/e) and Mr. Van der Zon (TU/e, student) the initial problem description was setup for the 
master thesis. 
The motive for this assignment on alliances is in general that (complex) projects in the process industry are mainly 
executed using traditional tender procedures. The idea existed with the NAP representatives that the traditional 
methods seem to reduce the possibilities to innovate and the chance on success. The overall chances are not used 
to the maximum extend because the focus is on short-term gain (e.g. lowest contractor price) instead of long-term 
benefits (e.g. superior quality for competitive prices, although not the lowest). Furthermore, the cooperation 
relationships could be better as well. The initial assignment description was set as: 

"Investigate which incentives are important for an alliance in the chain (vertical alliance). What are the driving 
forces behind successful partnerships and which factors are absent in less successful or failing projects?" 

Based on this description some sub themes where identified as well: 
What organizational features can be identified as positive regarding the startup of a cooperation relation 
with a specific partner; 
What properties should the management team hold to enable a successful relation; 
Should an alliance be initiated by the client or can it be initiated by the contractors as well; 
Which factors can identify a bad partner (for a certain cooperation / project) up front; 
What financial incentives can positively influence the partnership? 

Problem analysis 

[ 
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The problem analysis was done during the first month of the project. After one month a general meeting was 
planned with the attendants from the first meeting, extended with three Fluor representatives Mr. Blommaert, Mr. 
Zwinkels and Mr. Langendijk. This meeting was intended to review the problem analysis and agree on a final thesis 
subject and description that was satisfactory for all involved parties. 

Problem Area 

The area in which the problem was located was initially very broadly specified by "way of execution of projects in 
the industry", according to the NAP foundation. The underlying idea is that projects are often based on a client who 
is selecting the lowest bidders for a project and execute it accordingly. The problem that might occur with this way 
of working is simple. The contractors who are bidding for the job are trying to outbid each other. This has significant 
influence on the bidding process and contractors are sometimes forced to bid too low to be economically feasible. 
The result is "claiming behavior"; discussing with the client about every aspect possible to increase scope changes 
and alterations from the original specifications which provides the contractors with reasons to claim more 
remuneration than their initial bid. A lot of negative energy is put in the relationship, energy that could be used to 
stimulate cooperation and innovation. Secondly, the clients are not certain to select the best partners to work with 
because of the focus on costs. This limits the possibility to innovate and realize a successful project. 

The limitation of the research area is based on the work environment of both the NAP foundation and Fluor. The 
projects that will be considered are executed in the process industry, based on the goals of NAP. Because Fluor 
provides the facilities to physically execute the project, their interest will be considered as well. The reason for Fluor 
to provide this opportunity is that they are performing an alliance with an oil refinery, the Hydro Cracker Alliance. 
This alliance is currently executed and provides an excellent possibility to, although in the background, experience 
hands-on what happens in an alliance and what drives or slows down the alliance. The research is limited to project 
alliances in the process industry to increase the usefulness for Fluor. There assignment gave a challenge as well; the 
deliverables for the three stakeholders, e.g. NAP, Fluor and the university, varied some and needed to be aligned, as 
shown in below. During the assignment, some review sessions were held with the involved parties (NAP, Fluor and 
TU/e) to evaluate the progress of the research. These sessions have proven to be very useful with regard to 
clarification of different goals and preferences for the outcome of the assignment. 

• ~ 
FLUO~ , TU/e FLUOff'-..-/ TU/e 

Set final research question 

The field of work in this assignment will be alliances in process industry. This concept of cooperation between 
companies is rather new and challenging. There are quite some companies that have experience with this 
collaboration method, but a far larger part of the companies has little or no experience whatsoever. The main goal 
of this project will be to deliver general insight in the alliancing process and structure, enriched with specific 
knowledge from real alliances in progress or ones that have been performed in the past in NAP-member companies. 
As can be read in literature, the term "alliance" is used for many different forms of cooperation. In this assignment 
the meaning of alliance will be: 

''A construction alliance in the process industry is a project-specific relationship between two or more organizations 
which is formed with the intent to improve quality, performance and flexibility in the delivery of the project': 
Defining properties in this cooperation are: joint decision making, shared interests in the project outcome, trust and 
open communication. Derivative properties are integrated teams, incentive schemes with aim on target under run 
and early involvement of participants. 

The final central research question in this project will be: 
"How do vou start, manage and comolete an alliance successfullv?" 

To find answers to this question a set of sub questions are formulated that should lead to answers and information 
that can be used to resolve the central question. The following sub questions can be identified: 

] 
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1. What are the main issues in choosing the alliance form for a project? 
2. How can possible future alliance partners be convinced that this is the right form of co-operation? 
3. Which criteria should be kept in mind when choosing alliance partners? Which system(s) can be used to 

effectively select appropriate partners? 
4. How can an alliance agreement set-up and which factors are critical for the form and the exact description 

of the alliance agreement? What incentives can be built in the agreement (e.g. pay-off schemes)? 
5. In which way can the alliance be managed? 

Which processes and systems can positively stimulate the relationship and the working method 
within the alliance; 
How many alliance partners are preferable; 
How can moments of (light) crises effectively be turned around; 
What incentives play a role; 
How does the corporate culture affect the alliance; 

6. What can be the use of external supporting companies that are not part of the alliance but are pulled in for 
strategic alliance support? 

7. The goal of the assignment is to pursue all above described items as broad as possible (e.g. look at as 
many projects as possible). Should, in course of the project appear that the scope is too extended, the 
scope will be discussed with parties in question and narrowed down accordingly. Possible problem areas 
could be the amount of projects that are available for consideration and/or the possibilities for 
appointments with key persons of specific alliances. 

Research setup 

The research is based on these questions and has finally leaded to a roadmap for starting and managing an alliance. 
The whole route from the initial moment that the concept is discussed as a genuine possibility to the start-up and 
management of the different alliance members will be discussed in that manual. 

As mentioned earlier, the project had its home base at Fluor in Haarlem. Fluor is at the moment in the middle of the 
Hydro Cracker Alliance in Germany, which makes it possible to follow the alliance project progress step by step. This 
gives the advantage to experience how the alliance is going, which feelings are in place at different periods and 
what is going right and wrong. From this ongoing alliance at hand a lot of questions will emerge that are interesting 
to be answered. 

To extend the view of the graduation project multiple alliance projects were taken into account. These projects were 
both in the past and still ongoing. The research started with the generation of a research instrument in the form of 
an interview. This interview was used with the first interviewees, and reviewed afterwards. The interview setup was 
improved and missing questions were added. The interview questionnaire is provided in appendix 1.2. 

The persons interviewed were all alliance experienced employees from NAP member organizations. The amount of 
experienced with alliances varied among theses individuals, but all had at least one single experience with an 
intensive cooperation relation with a construction project in the process industry. The actual literal interview 
information will not be provided in this report because the anonymity of the information provided by the 
interviewees was agreed. The interviews were categorized and analyzed based on the responses of the respondents 
(see appendix 1.3). Eventually the interviews were integrated in into the roadmap. 

As many answers as possible were collected from the alliance professionals. A research instrument was generated 
that enables a thorough investigation of a project. The basis of the generation of this research instrument was the 
internal information collected within Fluor. Based on these experiences an interview questionnaire was formulated, 
and to start with three projects were chosen. Of each project, key individuals were interviewed and documentation 
was collected. After these first interviews the instrument was reviewed and complemented with additional questions, 
to be complete for the further investigation of alliance projects. Further investigation of the alliance projects were 
done simultaneously based on the finalized research instrument. The aim was review ten to fifteen projects in this 
assignment. Eventually, 18 alliances were discussed during the research which are listed in appendix 1.4 

Answers to research questions 

The raw interview data can be found in appendix 1.3 in anonymous format. All answers given to the research 
questions are listed there, classified according to the interview format. The final assumptions and conclusion that 
were based on these raw data can be found throughout the alliance roadmap. 
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Appendix 1.2: Interview Questionnaire 

Start Interview 
1. How would you describe an alliance, what are the general properties of an alliance? 

-7 What are the main differences with a standard, fixed-price contract? 
-7 What is the difference with a partnership? 

2. How many alliances have you participated in, and which ones and when? 
Was there any opposition within the company? 

3. What was the reason why your company wanted to participate in an alliance type project? 
4. What was the reason why you were chosen to participate? 
5. What direct influence has working in an alliance for your daily duties compared to working in a traditional 

relationship? 

What are the main issues in choosing the alliance form for a project? 
6. In which situation is an alliance a good concept to work in? 

What project features make an alliance more suitable than traditional contracting? 
7. What sizes of projects are interesting for an alliance? Is there a minimal or maximal size? 
8. How do you decide how many alliance partners are needed? 
9. In what situation is the alliance not a good concept; in which cases should one perform the project 

differently? 

How can possible future alliance partners be convinced that this is the right form of co-operation? 
10. What part of the alliance concept is most important to communicate, e.g. which aspect is the hardest 

obstacle to overcome for companies? How should the alliance concept be communicated to the industry (of 
possible alliance partners) to gain people that believe in the possibilities? 

11. Why would companies take the risk of a possible loss when the market has such a high demand for these 
projects? 

Which criteria should be kept in mind when choosing alliance partners? Which systems can be used to 
effectively select appropriate partners? 

12. What aspects are important for alliance partners that want to participate in an alliance? 
13. Is alliance experience really important? 

-7 What characteristics are important for key project individuals of the partners? 
-7 Best contractors versus best alliance partners; which criterion is more important? 

14. How should an alliance start? Should it be initiated by the client (owner of a refinery) or can anyone 
initiate? Did you have a kick-off meeting with all partners? 

15. Were you confronted with problems in the partner selection process? 

How can an alliance agreement be set-up? 
16. What are important issues that need to be addressed in the alliance agreement? 
17. What incentives can be built in the agreement (e.g. pay-off schemes) 

-7 Which factors are most important in establishing the target sum? What are pitfalls? How did you make 
sure that the incentives were big enough for all partners? 
-7 Was early project completion rewarded in that (those) alliance(s)? Were lifecycle cost improvement also 
rewarded in the overall agreement? 

18. Should there be a formal possibility to break-up the contract? 

In which way can the alliance be managed? 
19. How was the alliance organized? 

-7 Which processes and systems can positively stimulate the relationship and the working method within 
the alliance? 

20. Which communication lines were in place? 
21. How was the separation between governance and operational management and the relationship between 

these parties? 
22. How does the corporate and/or native culture affect the alliance 
23. What were critical incidents, incidents where something went wrong or almost went wrong and how were 

the solved. How did the alliance partners cope with the other parties' problem(s)? 
-7 Did it have a major influence on the project deliverables? 
-7 Were there partners that were unsatisfied with the outcome of the project? 
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24. What would you do different if you would do the same alliance again? And in case op a totally new 
alliance? 

25. What is the most pleasant aspect of working in an alliance? 
26. What is the most unpleasant experience with alliances? 

What can be the use of external supporting companies that are not part of the alliance but are pulled 
in for strategic alliance support? 

27. Was there some sort or supporting agency that facilitated supporting workshops, and what was their role? 
7 When did they get involved in the process? 
7 Did they add value to the alliance process? 

28. Which layers within the organization are informed (kick-off meeting under engineers?) 

Wrap up 
29. Which persons in your organization know a lot about this subject? Are they willing/ available to talk to (at 

some point of time in the future)? 
30. What other companies have experience in alliances (and would be willing to participate)? 
31. Are there any subject missing in your opinion? 
32. can I come back or call you in the future when I have further questions? 

[ 



* Project functle gelntiervlew· Alllalla! Board (BoD) Project Management Lid Anders 
de Team (PMT) 

Kl ant 1 5 1 "Echte alliantie" : 10 
PM engineering 1 3 Variantie v.e. alliantie" 8 
Engineering 4 1 Aantal oersonen 25 
Civiele aannemer 1 
E&I aannemer / electro 1 1 

P&M aannemer / constructie 2 1 
Overig 1 2 

,. 
"C > "C r-
tD r-

'i> :I z 
CL () ,.,., 
)(' "' 0 ... > 

Cl . s: w > .,, 

* Alaaneen 
Vooraf gedefinieerde creeren van een win-win doel is voorkomen van Er wordt gewerkt in Kosten, opbrengsten en Open communicatie op 

0 
< 
tD 

gezamenlijke (project) situatie claims een ge·integreerd team risico's worden onder- basis van vertrouwen 
doelen ling gedeeld 

2 Wat zijn algemene eigenschap- 13 4 4 9 3 6 
pen v.e. alliantie 

< ;· 
:e 

Partners worden compe-Onzekerheden in de lnformatieslagen gaan Gelijkwaardige partnersDe ene partij levert Geen conflictmodel maarEen alliantie is een 
titief gekozen door werkprocessen beter, samen ontwer- (gemanagede consen- orders aan de ander samenwerken; geen of partij; risico's worden 
middel van een selectie pen en problemen SUS) minder tegenstrijdige gedekt door die partij 

.., 
tD 
(ft 

"C 
procedure oplossen belangen 0 

1 2 6 8 2 8 1 :I 
CL 

Een Twee Orie Vier Vijf Zes of meer tD 
3 Aantal alliantie projecten aan 7 5 3 1 6 :I ,... 

deelgenomen I» 
Goede ervaringen met Voorgesteld aan de Een interessant project overleven; project hard Capaciteit nodig Technologie van de 
allianties andere partijen in de markt; niet voorafnodig in de portfolio ander nodig, gebaseerd 

als alliantie gedefini- op, niet genoeg kennis 

:I 
(ft 

:e 
eerd in eigen huis tD .., 

4 Reden van deelname aan allian- 5 8 12 2 3 6 (ft 

tie 
Tegenstand binnnen Opgericht als alliantie / lnnoverend werken eenWens om kennis v. Verhogen van de added Sneller op de markt Delen van de risico's 
klantorganisatie vorm van samenwerking v.d. bedrijfs doelstellin- partner(s) op te ne- value, op meer projec- kunnen zijn (van grote project inves-

gen I concurrentie men / te leren ten kunnen bieden teringen) 
voordeel behalen 

4 2 4 2 2 2 2 

Scope changes eenvou- Meer discussie I belan- bij goed project geen Totaal andere vorm v. meer overleg door Sneller kunnen werken 
diger en dus vaker: gen v. partners verschil met traditio- werken, intensief minder vastliggende (geen mngt goedkeuring 
meer werk neel samenwerken specificaties; minder nodig) 

contractuele conflicten 

5 lnvloed van alliantie op dagelijk- 1 2 1 4 6 2 
se taken 

betere communicatie Management bijdrage Splitsing v.d. besluit- Actieve aansturing v.d. Geen directe invloed, Moeilijker leiding aan te Klant kan wat meer 
(van alliantie mgnt) vorming als PM tussen projecten, daadwerke- niet echt anders geven vanwege scherpe afstand nemen van het 
hoger dan normaal alliantie en moeder- lijk meewerken targets en nieuw con- project; PM ligt meer bij 

maatsch. cept de aannemers 

3 4 1 1 5 1 1 

I I 



I I ii' 

6 

7 

~ 

~ 

lelangrtjke onclel werpen ven bet elllentlecolimpt 
Alie projecten (in princi- Afhankelijk v. kwaliteit Combineren v. kennis Snelle realisatie v.e. Learning curve voorde- Wederzijds vertrouwen 
pe) v.d. partners noodzakelijk, goede project vereist / strak len behalen : repeteren- en respect, openheid 

communicatie tijdschema / grote de projecten en / of 
tijdsdruk(gebrek) landurig samenwerken 

Wat zijn goede omstandigheden 5 6 7 13 4 4 
voor een alliantie 

Uitstellen v. vastliggen- Afhankelijk v.d. situatie Wanneer je afhankelijk Complexe projecten capaciteit nodig / groot Een sterk fluctuerende Revamp projecten 
de specificaties / flexibi- waarin de markt zich bent v.e. partij die (met veer risico) project markt 
liteit gewenst bevindt unieke specifieke ken-

nis heeft 
6 2 1 6 3 1 1 

Maakt niet uit I niet < 1 miljoen 1 miljoen < 10 miljoen < 50 miljoen < 100 miljoen < 
alleen afhankelijk van 
grootte 

Hoe groot moet een project zijn 11 0 3 3 3 2 

Extra kosten moet in afhankelijk v.d. dyna- Afhankelijk v.d. techno-Afhankelijk v. h. risico- Aanzienlijke duur van Afhanklijke v.d. vereiste Afhankelijk van de erva-
verhouding met het miek van de markt logie die vereist is profiel van het project het project realisatie snelheid ring met de partners 
project zijn 

5 3 3 1 2 1 1 

ideaal aantal 2 (incl. ideaal aantal 3 (incl. ideaal aantal 4 (incl. grootte van het project meer partners = meer Afhankelijk van moge- Klant nooit onderdeel 
klant) klant) klant) interfaces = complexerelijkheid tot vastleggen van de alliantie 

samenwerking v.d. specificaties 

Welke factoren zijn belangrijk bij 3 7 8 5 11 1 1 
bepaling v.h. aantal partners 

Gelijke verdeling hoe- Niet meerdere functio- Klant moet onderdeel Er moet concurrentie Informatielek. Meer 
veelheid werk / substan- neel gelijke partners zijn van de alliantie zijn voor de alliantie; tepartners betekent 
tieel aandeel vh werk of keuze op functioneel lang blijven doorsudde-groter risico 
invloed op het project gebied; complemente- ren vermindert uitda-

rende partners ging 

11 11 4 1 1 

Als de klant of de part- geen adequate personenAls er geen vertrouwen Als eigen proces of Als de specificaties Als niet aan de rand-
ner niet wil beschikbaar I onvol - is in elkaar informatie waardevol helemaal vastliggen / voorwaarden (6) wordt 

doende project ervaring is, technologische standaard projecten voldaan 
doorbraak 

In welke situatie niet in een 3 3 7 3 5 1 
alliantie werken 

Als de looptijd van de scope niet bekend : Tegengestelde doelstel-Geen geschikte partner Niet voldoende steun I Geen steun manage- Als het niet nodig is, niet 
alliantie te kort is onbetrouwbare target lingen partners, als ze beschikbaar draagvlak binnen de ment doen 

sum, te bereiken resul- elkaar niet gunnen partner 
taat twijfelachtig 

3 2 2 4 2 2 1 
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'* Pllrtnerl overtulgen 

10 Belangrijke aspecten waar bij 
stilgestaan moet worden 

11 Waarom zouden partners risico 
willen lopen in deze gunstige 
markt? 

* Pllrtnerkeuze 

12 Welke eigenschappen moet een 
partner hebben 

I I 

Gezamenlijke doelstel- Goedkoper voor de kl ant Meer zekerheid op Wanneer target sum is Onderling vertrouwen Wen sen en intenties v .d. Vereist flinke manage-
ling prettiger werken; (vaste prijs contract winst voor de aanne- overschreden verdwijntbelangrijk; open en partijen; welke voorde- ment investering om 
gel oven in een gemeen- drijft de prijs op) mers motivatie; opstellen eerlijke ommunicatie, len kunnen alien eruit openheid te creeren; 
schappelijk doel; win- van een reele target overleggen over de halen, voorkomen v. niet van de een op 
win situatie sum oplossing claims andere dag 

6 3 3 2 11 7 1 

De beloning komt met Klant organisatie heeft Door hoge betrokken- Absolute transparant- Grotere gezamenlijke Verzeker jezelf vasn Getekende intentie 
de jaren, dus kwalitatief management dat alignedheid heeft opdrachtge- heid bieden in eigen verantwoordelijkheid kwalitatief goede part- verklaring ruim voor het 
goed ontwerpen werpt is maar de operationele ver meer invloed, maar organisatie voor alle partijen ners; zorg voor een overeenkomen v.h. 
zijn vruchten af in de groep werkt tegen ook meer verplichtin- gedegen selectie proces daadwerkelijke alliantie 
toekomst gen contract 

1 1 3 2 2 2 1 

Focus moet op de eigen Elke partij moet een 1+1=3 synergie effec- Werknemers een t icket Snelle alignment van Aangaan van een allian- Alliantie is voor een 
kern competenties stuk macht inleveren ten terug geven groot belang tie kan dienen als klan- langere periode 
blijven tenbinding 

2 1 2 1 1 1 1 

Noodzaak tot samen- Risico's komen bij de Technologische kennis Sterke relatie tussen Klant heeft 2 petten op; Alie partijen profiteren inSpecificaties liggen 
werken moet bij elke partij te liggen die het en tijdsdruk de partners en de moet belangen van de een gezonde goed lo- minder "vast", aanne-
partij duidelijk zijn meeste verstand ervan klant moederorganisatie pende alliantie mers moeten flexibeler 

heeft behartigen en die van zijn 
de alliantie 

2 2 1 2 2 1 2 

Terechte vraag Er is geen groter risico Continuiteit voor de EPCM contract kan ook Differentiatie ten op- Er zijn mogelijkheden Doelstelling van de 
aannemer (werk) & met dezelfde eigen- zichte van de concur- om meer te verdienen onderneming; innovatief 
kl ant ( capaciteit) schappen rentie dan traditioneel, voor werken 

zowel klant als aanne-
mer 

8 7 7 1 2 2 1 

De markt fluctueert; in De besparingen op het Goede marge te beha- Er zijn mogelijkheden Vaste klanten moet je Bij een langdurige sa- Voor de klant is in de 
andere markt omstan- gebied van dubbele len in het alliantie om meer te verdienen blijven bedienen; die menwerking loop je het huidige markt een allian 
digheden moet je ook functies zijn significant contract dan traditioneel, enkel komen ook terug in een risico dat andere partij- tie duidelijk beter dan 
kunnen overleven; lump voor de aannemers moeilijke markt en in het marktsegment een normaal contract 
sum kwaliteiten behou- je boycotten 
den 

3 1 1 1 1 1 1 

Voldoende draagkracht Management potentie teamleden binnen Gestructureerde part- Openheid Grote partij met alle Goed communiceren en 
bij het top management binnen de alliantie alliantie moeten bij ner rating / kwalitatief (transparantie) en gewenste services en flexibel zijn in specifica-
van de partners; het elkaar passen goede partner vertrouwen capaciteit, mogelijkheid ties e.d. 
alliantieconcept moet (betrouwbaarheid) tot lange termijn relatie 
worden gedragen 

9 3 11 13 17 5 3 
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I I Common goals, businessMoet bereid en in staat Kritiek kunnen geven Afhankelijk van e De partner moet indivi- De kwaliteit van de De kwaliteit van de 
design moeten bij elkaarzijn om de organisatie en accepteren marktsituatie; wie dueel sterk zijn en partner is belangrijker mensen is belangrijker 
passen; geen grote van de klant (en part- heeft wat te bieden (eninitiatief hebben, ver- dan de commercieel dan commerciele aspec-
cultuur- en denkverschil-ners) te verbeteren en is beschikbaar) antwoordelijk zijn voor voordeligste ten; keuze van individu-
len, respect voor elkan- optimaliseren eigen deel v.h . werk en cruciaal 
ders werkwijze 

12 Welke eigenschappen moet een 5 3 2 1 2 1 9 
partner hebben 

Absoluut Handig maar niet nood- Maakt niet uit eerdere ervaring met Functionele kwaliteit "Alliantie partner" kwali- Als er een wil is, is er 
zakelijk een partij is belangrijk belangrijkste teit belangrijk een weg; intenties en 

een open mind zijn 
belangrijk 

13 Alliantie ervaring belangrijk? 8 10 5 6 4 5 4 

Belangrijk vanwege Afhankelijk van voor- Gekwalificeerd perso-
leereffect gaande ervaring neel in de alliantie 

3 1 2 

Door de klant Door de PMC Door een contractor Maakt niet uit meteen partners be- Essentieel dat de klant Klant moet niet te pro-
(gedwongen of vrijwillig) trekken het steunt minente (dwingende) rol 

innemen 

14 Hoe moet een alliantie starten 7 0 0 15 4 14 1 
Klant beslist uiteindelijk Hoger management Een samenwerking 
vanwege machtspositie moet met elkaar over- groeit naar een allian-

weg kunnen tie, nooit van ene op 
andere dag 

2 1 1 

Niet juiste persoon op intensiever selectie selectiecriteria niet geen problemen Bij problemen gaat de Keuze voor verkeerde Vertegenwoordigers 
juiste plaats, te weinig proces dan normaal goed vastgesteld alliantie niet door partner verschillende partners 
chemie tussen de men- niet op gelijk strategisch 
sen niveau 

15 Problemen in het partner selectie 2 1 2 13 1 1 1 
proces 

Partners zitten er op Zijn er altijd Geen partners in de Wanneer een project inBelangrijk dat ook de Voorkeur voor een 
basis van vertrouwdheid markt; nieuw te intro- de markt komt worden subjectieve eigenschap- andere partner door 
of geografie al in duceren product partner nerveus; je pen beoordeeld kunnen klant bij een consortium 

kunt te laat zijn een word en 
naast de boot vallen 

1 1 1 1 1 1 

.. Alllantle overeenkomst 
Organisatie van de Verantwoordelijkheden De risico's in de allian- Functionele eisen aan Communicatie / beslis- Randvoorwaarden van Intelectuele eigendoms-
alliantie, project plan- en taakomschrijving tie, de verdeling ervan, het project singen protocol, ge- het project omschrijven rechten vastleggen 
ning gezamenlijk: algemene winst & verlies verde- bruikte systemen bin-

project planning ling; randvoorwaarden nen de alliantie 
v.h. project 

16 Welke zaken zijn belangrijk te 11 16 18 2 4 8 2 
vermelden 



I* Alllantle overeenkomlt 
Vaste labour force, Hoedanigheid vd klant Contract moet markt- welke mate van projectOmschrijven welke Je kunt niet alles vast-
weinig veranderingen splitsen; ontvangende conform blijven compleetheid is van situaties buiten het leggen in een alliantie 

partij vh project vs toepassing contract vallen en hoe want dat is een van de 
partner in de alliantie daarmee omgegaan redenen om voor het 

dient te worden; toe- concept te kiezen 
komstscenario's 

16 Welke zaken zijn belangrijk te 1 1 2 2 6 2 
vermelden 

Target sum under run, Spelingsmarge in de Tarieven met overhead Tarieven zonder winst- Incentive op prestatie Proportionele winstver-
overrun & cap, bonus target sum en winstmarge marge lastig vanwege gebruik deling, bijv. VOF met 
malus gelijk verdeeld v. bijvoorbeeld specifie- een gelijke winstdeling 

ke technologie onder de partners 

17 Mogelijke Incentives in contract 14 1 9 -' 2 4 

Extra winst d.m.v. ver- aparte incentives voor Omschrijven welke Incentives voor indivi- Incentive is verlenging Mogelijke leveranties 
hoging van de bereken- kwaliteit en/of schedule situaties buiten het diuen niet in de geest van het goede contract aan de partner (vaak in 
de target sum en/of budget contract vallen van een alliantie technologie allianties) 

1 7 2 1 1 2 

Ja, standaard ontbin- Als klant of aannemer Wekt indruk van weinig Gestructureerd vast Zware drempel opstel- Bij wanprestatie moet 
dingsclausule stopt draait hij op voor vertrouwen in het leggen hoe te handelenlen in het contract contract mogelijkheden 

gemaakte kosten project (boeteclausules bv.) geven 
18 Formele mogelijkheid contact 9 8 1 14 2 4 

opzeggen? 

Bij grove nalatigheid Positief uit elkaar gaan, Mogelijke oplossings- Unaniem stemmen om Boeteclausules zou Je moet niet door willen 
moet omschreven wor- toekomstige wegen richting (en) omschrij- iemand uit de samen- kunnen gaan als er problemen 
den hoe te handelen open houden ven werking te krijgen zijn 

1 1 1 1 1 2 

* Meneaament ven de elllentle 
BoD (stuurgroep), be- PMT, bestaande uit Functionele leiders Lange termijn allian- Funtionele inrichting op Hoofdpartner (klant) 
staand uit mngt moeder-functionele afgevaardig- wisselen per proces- ties : top posities bin- discipline met een PMT communiceert met 
organisatie den van alle partners stap; afhankelijk waar nen de alliantie wisse- dat de leiding heeft overige partner(s), 

het zwaartepunt in het len tussen de partners over de afdelingen duidelijk hierarchisch 
proces ligt hogere positie 

19 Hoe is de alliantie georganiseerd 19 20 1 1 1 2 

PT (en task force) bij PMT een keer per week PMT een keer in de Tussen BoD en PMT Geen vaste BoD bijeen- BoD bijeenkomsten 
elkaar op locatie, conti- overleg (wekelijkse twee weken wanneer nodig komsten maandelijks 
nu overleg discipline vergaderingen 

20 Welke communicatielijnen waren 12 7 1 6 1 6 
er 

I I 

Meetbare KPI 's opstel-
len; deze moeten ge-
haald worden om de 
kosten laag te houden 

4 

Zorgen voor meetbaar-
heid van kwaliteitsnor-
men opnemen ih con-
tract 

3 

Incentives zijn het niet 
krijgen van boetes van 
de klant 

1 

Als klant dreigen een 
aannemer geen op-
dracht meer te geven 

1 

Orgaan tussen BoD en 
PMT die zich vaker op 
strategisch niveau met 
de alliantie bemoeid 

1 

BoD bijeenkomsten eens 
in de zes weken 

1 
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~o Welke communicatielijnen waren 
er 

21 Hoe was de scheiding tussen 
PMT en BoD georganiseerd 

22 In hoeverre speelt bedrijf-, 
nationale en professionele cul-
tuur een rol 

23 Wat waren kritieke incidenten, 
en hoe werden deze onderling 
opgelost 

24 Wat zou u achteraf anders doen 
aan de alliantie 

BoD bijeenkomst eens Presentatie voorgang vh Centrale beschikbaar- Centraal georganiseer- Centraal financieel Centraal materiaal volg Betere kijk op de finan-
per 2 maanden project moet gezamen- heid documentatie, de communicatie syste-systeem om de kosten systeem hanteren ciele huishouding in een 

lijk Gezamelijke verant- centraal men die voor alle goed bij te houden project bij centraal 
woodelijkheid partijen gelden (alien op een SAP sys- calculatie systeem 

teem) 

4 1 3 4 2 2 2 

Goed N.v.t Niet genoeg steun van 
top management 

18 3 1 

Heel belangrijk Van belang / speelt op Niet van belang / cultu- Cultuurverschillen Verschillen in openheid Per industriecultuur Verschillen in werkwijze 
de achtergrond ren sloten (redelijk) op hebben een beperken- door cultuur; belangrijk-verschillen de mogelijk- resulteren vaak in ver-

elkaar aan de invloed op een ste cultuureigenschap heden voor allianties traging 
geintergreerd team voor allianties 

4 3 3 2 4 2 5 

Gebruik van verschillen- Functionele culturen zijn Normen en waarden Sterk hierarchische Bij problemen wissel je Verschillen tussen ver- Verschillen in indel ing 
de systemen overal hetzelfde verschillen (Hofstede) partijen in de alliantie men sen schillende functionele van bedrijfscultuur; 

hebben negatieve afdelingen van belang; afdelingsgericht t .o.v. 
invloed op het proces andere drijfveren en task force, contingency 

doelen benadering 

1 2 5 2 2 2 2 
Geen (grote) problemen design problemen / interface problemen managen en stimulerenFocus op eigen scope Veranderende prijzen in Vervangen van niet 

fouten . Discussies over van creativiteit en ipv alliantie scope de markt van invloed op geschikte personen 
wie verantwoordelijk is innovativiteit de kosten (voor alle partners) 
voor een fout 

5 7 3 3 3 3 2 

Tot elkaar veroordeeld Aanpassen van specifi- Vertragingen (in engi- Budget problemen Lijken in de kast; pro- Partner die failliet gaat; Alliantiepartner wordt 
voor lange tijd caties door de klant kost neering) (partnet vs klant), blemen die je niet als het om innoverende over genomen en heeft 

de partners geld; om- onenigheid over de voorzien had maar wel technologie gaat moet jeeen niet alliantie gezinde 
schrijven wanneer een target sum achter had kunnen een nieuwe partner opinie 
change order komen opleiden 

3 1 3 2 1 1 1 
niets Verantwoordelijkheden Zorgen voor genoeg en Andere (engineering) Geen alliantie meer Andere structuur voor Vroegtijdig beginnen 

beter opschrijven, taken capabel personeel van partner kiezen doen maar een andere de alliantie / samenwer- met communicatie wel 
vastleggen, etc. beide partners; project contractvorm king; hand haven 

wordt beter 

8 3 2 1 2 3 1 

Bij wisseling van perso- Meer huiswerk doen; Andere person(en) Ander beloningssys- Sneller target sum 
nen zsm alignen en meer over je toekomsti- kiezen voor de alliamtie teem overeenkomen en 
hersen spoelen ge partner te weten afspraken maken over 

komen de risico's 

1 3 2 1 1 
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25 

26 

"' 

27 

28 

I I 

M111111aament van de alllantle 
(geintegreerd) samen- een betere prestatie Werken met een ande- Cross contact binnen Vaste crew om mee Eenvoudiger kritiek te Gezamenlijk doel nastre-
werken neerzetten; problemen re bedrijfscultuur en tussen bedrijven samen te werken; uiten en op te lossen ven 

ombuigen in kansen teamspirit die ontstaat 
Wat was de meeste plezierige 16 7 4 7 5 2 4 
ervaring 

Persoonlijke uitdaging De relatie die wordt zien dat 1+1 daadwer- Gezamenlijke align- Waardering voor het Geen vechtcultuur zoals Je kunt verder bij elkaar 
opgebouwd leeft na de kelijk 3 , 4 of 5 kan zijn ment sessies resultaat; traditioneel in andere projecten in de keuken kijken, 
alliantie voort vindt de klant resulta- meer competenties 

ten gewoon verkrijgen 

2 3 1 1 4 1 2 

presteren van personen vertrekken van (key) Moeten wisselen van Ontstaan van een Geen onplezierige Enorm werk om de Te weinig support bin-
in alliantie onder de individuals uit alliantie slecht functionerende claimcultuur, ondanks zaken alliantie op de rails te nen het hoger manage-
maat personen de intenties krijgen en houden ment van de klant; geen 

daadkracht 
Wat was de meeste onplezierige 4 4 2 2 7 1 1 
ervaring 

Openheid van prijzen Veranderen van de Als niet alle partijen Tegenstrijdigheden die Door de openheid ziet Allianties vereisen veel Een partij vanaf begin 
geeft een hoop gezeur contract vorm I spelers even hard werken aan aan het licht komen ook iedereen meteen managment aandacht; tegen het alliantie con-

en voor de alliantie als je de fout in gaat; dit gaat nogal eens mis cept; leverde meteen 
kan erg pijnlijk zijn prob le men 

1 2 1 2 1 1 1 

Gebrulk van Advlebureaus 
Nee Ja, intern van een van Ja, extern bureau; Luc Lefevre (Centre for Individuele Facilitator Waardevol Niet Waardevol 

de partners intelligence), Outing Holland, Twynstra & 
Gudde, IPA(naast statistieken ook advies), SRI, 
KR!, KPMG, JMJ 

Was er een ondersteunend 9 4 7 3 7 3 
bureau 

Alie lagen "volledige" Alie lagen teambuilding Top management Hogere lagen binnen Operators van de klant Lead engineers n.v.t. 
alignment het project zijn essentieel 

Welke lagen in het project wer- 1 6 10 7 1 3 9 
den bij het alliantie alignment 

Extra: 

Adviesbureau Curry & Crown, goed in opstellen van aangepaste contractvormen 

Een Bv of JV opzetten geeft het voordeel dat er totale transparantie is en geen onderlinge vertrouwensproblemen 

Je moet vertrek van sleutelpersonen zo goed mogelijk compenseren, aangezien het een gegeven is bij grotere bedrijven. Snel inwerken en "indoctrinatie" v/d nieuwe manager 

Facilitators en / of consultants het liefst onafhankelijk 

Goed contract is bij allianties net zo belangrijk als in traditionele contracten. 

Focus tegenwoordig op bedrijfsbranding, niet op productbranding 

Let op consultants en of wat ze zeggen wel echt waar is en niet enkel in hun eigen straatje 

Ticket terug naar de moedermaatschappij. Moet zorgen voor vrije bewegingsruimte PM's, niet te sterk gebonden aan "represailles" in de toekomst. 

Goed contract is bij allianties net zo belangrijk als in traditionele contracten. 
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Appendix 1.4: Research Alliances 

The alliances that are mentioned in the roadmap are described in this appendix. There is only a short description to 
give an idea of what the alliance was about. Detailed information cannot be given because the anonymity of the 
projects would become too obvious. 

Alliance description 

Highway alliance 
Construction of 10 kilometers of highway with six crossings on 
the same level that needed to be lifted to allow the highway to 
pass without hinder. Project was pre-financed by the partners 
because the province was short in cash at that moment, which 
allowed earlier start of the project. 

Sulfur reduction alliance 
Alliance in which two plants needed to be adapted to heavier 
environmental requirements (10 ppm sulfur). In addition to the 
restructuring of the sulfur plants, other infra structural adapta-
tions were essential as well. First alliance in Germany 

Maintenance alliance 
Legal cooperation structure (VOF) of four parties with each a 
25% share in both profit and loss. The goal was to have better 
management of renovation and maintenance for the hospital. 
The structure was setup initially for 5 years 

Fast track alliance 

Fast track project with the duration of one year, investment of 
20 million Euros. An installation needed to be adapted to be 
able to make a new product. 

Trail factory alliance 
Building of a trial factory with the intention to built more of 
these factories, at least one. Greenfield project which included 
new technology that would be used in the factory 

Polymers alliance 
Integration of a new to build elastomers and polymers installa
tion with two existing facilities. Present (logistical) systems 
needed to be revised and improved as well 

Engineering design alliance 

Intensive cooperation relation that lasted already for 20 years. 
Because of higher hand preferences the relation was changed 
to an alliance, with even more far going cooperation. Task 
forces from both companies working together in the same loca
tion. The client partner provides a continuous flow of orders 
and cash, and the engineering company's drive / incentive is 
preservation of orders 

[ 

Number 
of part-

ners 

4 

5 

4 

4 

4 

4 

2 

Information 
source 

interview (1) 

Internal docu-
mentation 
Fluor 

Interview (2) 

Interview (2) 

Interview (2) 

Internal docu
mentation 
Fluor 

Interview (1) 

Alliance 
Facilitator 

Yes 

No 

No 

Yes 

Yes 

Yes 

No 



Energy Alliance 
EPCM contract between client and the two contractors in the 2 Interview (1) No 
alliance. The alliance started including the client, but the client 
was not ready for the "fast" alliance concept. The two contrac-
tors continued the alliance with both a 50% share in the alli-
ance. The project concerned a 4-yearly revision with life cycle 
extension program 

High speed train Alliance 
Public private partnership in which the high speed train trajec- 4 Interview (1), Yes 
tory of between Amsterdam and Rotterdam needed to be con- internal docu-
structed. The construction was planned to be completed in 5 mentation 
years with an additional 25 years of maintenance agreement. 
Through the maintenance agreement the profit is planned to be 
made by achieving certain performance targets. 

Hydro cracker Alliance 

Building of a new hydro cracker with accompanying installa- 5 Internal docu- Yes 
tions. Initially three plants; one will be closed down; two others mentation 
are re-engineered to be able to continue as one working plant. Fluor, alliance 
Full alliance with client with duration of approximately 3 to 3.5 during the 
years. assignment 

Hydro finer Alliance 

Full alliance with client to build a hydro finer. The overall re- 5 Interview (2), Yes 
structuring of the cooperative relation in the joint venture be- Internal docu-
tween BP and Texaco was part of the reason for the project mentation 

Fluor 

Learning Curve Alliance 
Project that consists of 6 successive projects that were exe- 5 Interview (2) Yes 
cuted in 5 years. The learning effect in this trajectory has made 
a 10% reduction of the estimated costs possible. One of the 
partners was small in share of the work, but needed to be in-
eluded because of expert technology reasons 

EPC services Alliance 
Mandatory outline agreements for EPC services, done at two 2 Interview (1) Yes 
locations of the client. A continuous contract for engineering 
activities for an EPC contractor. The activities vary from small 
project (40 man-hours) to plant changes below a value of 
€100.000. 

Offshore platform Alliance 4 Interview (1) No 
Offshore drilling rig project for the soil examination of the loca-
tion, design and construction of the platform. Executed in the 
beginning of the nineties 

Crash Project Alliance 
Crash project that needed to be executed very fast because of 4 Interview (3) Yes 
important stakes in a fast growing market. It was an extension 
of an old plant of a competitor that was taken over. The exten-
sion consisted of the placement of new equipment and upgrad-
ing of old equipment. 

] 



' I AUIANCE ROADMAP 

Innovation Alliance 
Continuous cooperative relation with the client for 20 years 
already. Relationship for a large extend based on the relation
ship between the two founders and directors of both parties. 
High level technology agreement in which the price in not deci
sive but the best solution as soon as possible 

Enzyme innovation Alliance 
Cooperation with a processing and transporting company in the 
agrarian industry. Current chemical refinement process needs 
to be done with enzymes. The client has been thinking about 
solution for this process, but it moved out of the scope of the 
company. The current partner started this process again and 
Unilever joined. 

Storage tank Alliance 
Alliance that ended before completion. Initially 9 storage tanks 
for petrochemical products needed to be built; later on this 
number was increased to eleven. Based on the first 9 a consor
tium was chosen, but there was no clear view on the extension 
with to tanks. The alliance collapsed based on the established 
target sum. Consideration during the partner selection proce
dures were too limited to justify the choice 

[ 

2 

2 

4 

Interview (1) No 

Interview (1) No 

Interview (2) No 



Appendix 1.5: List of research respondents 

Company 

ABB Lummus Global B.V. 

Akzo Nobel Nederland 

BAM Infrabouw B.V. 

Croon Elektrotechniek B.V. 

Dow Chemical Company 

Fluor B.V. Bergen op Zoom 

GTI Mechanical B.V. 

Hogeschool Arnhem en Nijmegen 

Hollandia B.V. 

Infraspeed B.V. 

JMJ Associates 

Koninklijke DSM B.V. 

Royal Haskoning Dordtse Engineering 

Shell Nederland B.V. 

Siemens Nederland N.V. 

Stork industry services 

Tebodin Consultants and Engineers 

TNO Delft 

Unilever Nederland Holdings B.V 

Vopak Terminal B.V. 

Zuid Nederlandse Staalbouw B.V. 

Respondents 

I. Csoti 

M. Moerman 

R. Dijkstra 

C. Smit 

T. Roovers 

G. Verboon 

T. de Haan 

J. Goemaat 

W. Smit 

N. Noorlander 

H. Dekker 

J. Haslam 

H. Bolsius 

E. Linnert 

R. van Deelen 

F. Kersteman 

F. Kooiman 

V. Blok 

R. de Vries 

W. Voorthuis 

R. van der Graaf 

G. van Duijn 

M. Olthoff 

J. van der Linden 

J. Beckers 

T. Hendriks 
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Appendix 2: Overview of roadmaps 

The roadmaps introduced in chapter 1 are summarized below. A short description is given to provide some informa
tion about the contents of the specific document. 

Scott. B (2001). Partnering in Europe.· Incentives based alliancing for projects. European Construction Institute. Lon
don: Thomas Telfort Books 

The roadmap has been produced by the European Construction Institute (ECI). It provides a practical guide 
for creating and implementing project-specific alliances, primarily for engineering construction activities for private 
sector clients. The usefulness of the roadmap is not, however, confined to this audience and it will have application 
opportunities in many areas of building and construction industry. 
This is probably the most useful roadmap that is available for alliances in this industry, and therefore for this assign
ment. Some professionals that have been interviewed during the research knew about this publication and had actu
ally read it, but many did not. Professionals that knew about this roadmap belonged to alliance experienced compa
nies. This publication is, for the interested reader, very interesting for further elaboration on project alliances. The 
disadvantage of this manual is that there is little amount of practical examples. 

No specific author known (1996). Partnering Toolkit Construction Industry Institute. Austin: Universitv of Texas. 
The purpose of the Partnering Toolkit is to aid in evaluating partnering, preparing the organization for part

nering, selecting a partner, and implementing and maintaining a partnering relationship. It is a start to record in a 
single document an assembly of concepts and practices found beneficial in a wide range of past partnering relation
ships as well as to offer additional methods arising from the collective findings and experience of other partnering 
groups. 
Major disadvantage is again the lack of practical examples, and the toolkit provides tools for general cooperation 
relations which are not equal to the alliance definition of this assignment. 

No specific author known (2002). Implementation of CJ! Best Practices. Construction Industry Institute. Austin: 
Universitv of Texas 

The document describes 13 tools for improving project performance, such as constructability, team building 
and disputes resolution, and provides questionnaires and score cards for these tools. 

Lendrum. T (2000). The strateQic partnering handbook: the practitioners guide to oartnerships and alliances. North 
Ryde: McGraw-Hill Australia 

The book is based on a twelve step partnering method and provides some case examples of alliances. The 
process is mainly describing alliances on a strategic level and includes other economic themes and business informa
tion that are not specifically focused on alliances. The book is much too extensive to be practical useful tool in the 
actual alliance setup. It is more a source for profundity on the subject, possibly for the more experienced alliance 
manager. 

Pekar Jr. P. and Harbison. J.R. (1998). Smart alliances: a practical guide to repeatable success. San Francisco: 
Jossey-Bass 

" Intended for all business executives, whatever their level of experience they have in alliances". It aims to 
provide a guide for all who desire to create strategic alliances but are uncertain how to go about it, for those who 
have reservations about joining forces with others and for those with alliance experience who want to know what 
their counterparts around the world are doing. It describes a useful 8-step roadmap with short examples, but is pri
marily focused on strategic long-term alliances in a wide area of business. 

Duijsters. G and Van den Oord. A and Post. G (2002). Handboek strateaische allianties. Eindhoven: Technische 
Universiteit Eindhoven. 

This roadmap has been written a few years ago, but was recently updated. Because the authors are associ
ated with the Technical University Eindhoven the publication has been at my disposal prematurely. The purpose of 
this roadmap is to be able to design successful alliances, to structure and manage them successfully. It does not 
have the intention to describe every possible detail for implementation because the circumstances in which each 
alliance operates varies from one to another. The roadmap aims for middle and small size companies that need as
sistance with alliances, but identifies interesting aspects that are applicable for larger companies as well. One case 
example is used throughout the roadmap for illustrative purposes, but is too limited to serve as full empirical evi
dence. 

[ 



Appendix 3.0: Remark 

Appendices from this point on are illustrative and taken from literature and/or case derived from case examples that 
are used in practice. Many more checklists and simple tools can be found in the CII Best Practices guide, as well as 
in the partnering toolkit from the construction industry institute. Exact references can be found in appendix 11. 

Appendix 3: Contractor evaluation for alliances 

The example below is for illustrational purposes only. The questions and criteria can be expanded as required for a 
specific project. 

I. Knock-out criteria (must be answered with "YES", otherwise not a possible partner) 
Alliance concept: statement of the company that they are willing to accept the shared responsibility for the common 
project and that they are supporting the Alliance concept. YES /NO 
Financial Status YES /NO 
Capacity YES /NO 
Safety and environment record YES /NO 
Quality Assurance YES /NO 
References / Experience YES /NO 

II. Hard evaluation criteria (e.g. maximum of eight points to be given per category 1 t/m 6) 
Percentages reflect the importance that is given for each category compared to the other 5 categories (6 categories 
combined is 100%) 

Capacity x % 
• material handling 1 
• shop capacity 3 
• labor force 1 

Technical competence 
Etc. 

Alliance experience 
Etc. 

Experience with client 
Shutdown experience 
Safety 

5*X%= ... 
x% 

x% 

x% 
x% 
x% 

100% 

III. Soft evaluation criteria (e.g. 5 point per aspect) 
Gain share experience x points 
Language skills x points 
Various important information x points 
Innovative execution methods x points 
Project interest x points 
Organization Chart x points 
Key personnel information x points 
Detailed information about previous projects x points 
Joint Venture experience x points 

LX points 

] 



Overall rating of the contractor 

A Knock-out criteria passed Yes No 

B Hard Criteria XX% Rang x 

c Soft Criteria XX% Rang x 

Rang x 
Overall Result (B:C=70:30 or 50 :50) XX% 

[ 
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Appendix 4: How to conduct the selection interviews 

Basics 
• Interviews are a significant step in building the alliance 
• In a true alliance the other partners (i.e. the bidders) are checking the directing party out 
• We are looking for a conservation and dialogue 

The Interview 
What we are looking for: 
• Potential vs. Knowledge 
• Advantage of IT 
• Systems to improve/control efficiency and productivity 
• Innovative execution mode 
• How would they fit with us? 
• What is their depth of co-operative ability? 

What to watch for in their behavior? 
• Team values 
• Openness 
• "Recipe" or real spirit 
• Authenticity 
• How they interact with one another 
• How they interact company - company 
• Who is participating, who is dominating 
• "Business as usual" behaviors 

What to watch for in our behaviors: 
• Don't "lead" 
• Ask open questions, lots of them 
• Challenge but do not argue 
• Be an alliance 
• Listen 
• Don't contradict each other - whoever speaks first is right 
• Any questions (remember they are choosing us as well if this is an alliance) 

Reviewing the Score 
• capture information after each interview 
• Don't re-score until the last interview 
• Scores are continuation of the proposal 
• Scores can go up or down 

DRAFT UST OF QUESTIONS FOR POST-BID INTERVIEWS: 

COMMUNICATION SKILLS 
How would you describe yourself as a communicator? 
What communication systems work best with your organization? 
How do you communicate with the work-floor? 

SELF AND ORGANIZATIONAL KNOWLEDGE 

CREATIVITY 

Describe the kind of work environment that is best for you and your organization? 
Why should you be hired for this project? 
Tell us how are you different from other contractors? 

Give us an example of a time when you solved a problem in a unique or creative manner. 

Is there a place for creativity on the job? How does your organization make it happen? 

] 
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PROBLEM SOLVING/ DECISION MAKING ABILITY 
To whom did you go for counsel when you couldn't handle a problem on the project? 
For what type of problems did you seek help? 
Tell us how you rearranged priorities on your last project and what was the result? 

INTER-PERSONAL AND INTER-ORGANIZATIONAL SKILLS 

FLEXIBILITY 

STABILITY 

LEADERSHIP 

INTERESTS 

INmATIVE 

GOALS 

SKILLS 

[ 

What kind of supervision do you believe is best for the Alliance I Project? 
How do you like to be managed? 
How do you like the communications to take place between organizations? At what level? 

How have you handled disruptions in project schedule? 

Give an example how you react to change 

What might make you leave this Alliance? 

Give an example of a situation that did not turn out, as you liked it, and what you did about it? 

Describe how you would handle a situation, where you worked on a project with others who weren't 
committed to the project? 

What techniques would you use to get other to work on a project for which you had responsibility? 
How do you determine if someone is an effective leader? 

Why do you want to become an Alliance Partner? 
Which aspects of the Alliance are most appealing? 
What is most important to you on a project? 
What would you like to avoid on a project? 

Give an example of a time when you were unable to meet a deadline and how was it solved? 

What are the first things you would do as a partner in the Alliance? 

What are you long-term goals? What abilities do you have that will prepare you for those goals as an 
Alliance partner? 

What qualities are important to be successful in this Alliance? 
What did your last client feel you did particularly well? What were their major criticisms of you work? 
How did you feel about these criticisms? 

Describe your skills as a manager and as a team-player 
When faced with a task that adds to your already overloaded workload, how do you respond? 
Under what circumstances would you fail, have you failed in the past? 
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Appendix 5: Checklist Fit analysis 

Strategic compatibility 
Vision 
Mission 
Strategy 
Goals 
Competencies 
Opportunities and threats 

Operational compatibility (technical and commercial) 
Remuneration structure 
Personnel policy 
Decision making process 
Division of labor 
Performance measurement 
Skills and competences 

Personal compatibility (organizational capability) 
Culture (national, organizational and individual) 
Trust 
Respect 
Integrity 

Alliance capabilities 
partner selection process 
Partner programs 
Alliance database 
Alliance promoter, alliance managers, alliance specialists 
Evaluation of alliances 

Source: restructured from Porter Lynch, 2001 and Duysters and De Man, 2002 
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Appendix 6: Memorandum of understanding and principles 

This memorandum of understanding is an example based on fictional agreements between two contractors and an 
EPC contractor. Other situations require different formulations that the ones presented below. 

This Memorandum of Understanding ("MOU") between Contractor X. (hereinafter referred to as X and Contractor Y 
(hereinafter referred to as "Y'1 and the EPC Contractor (hereinafter referred to as "Z'), whereby and X and Y and Z, 
individually referred to as a "Party" and collectively referred to as "the Parties" 

WITNESSETH: 

Whereas, Client (hereinafter referred to as "Client') has issued Invitation to Tender documents for the XXX Project 
(the "Project'); to the EPC contractor company (hereinafter referred to as "Company'). 

Whereas, the parties acknowledge mutual benefit in developing a proposal (the Proposal) for the construction work, 
and insofar agreed between parties and Company for design and engineering services and supply of materials, for 
the realization of the Project (the "Work') in accordance with the stipulations in the Invitation to Tender documents, 
as submitted by Client to Company, with the goal of obtaining a contract for the Work (the "Contract'); 

Now, therefore, in consideration of the foregoing and the mutual covenants contained herein, it is hereby agreed as 
follows: 
• The parties agree to jointly bid with and not against each other and to work together on the basis of mutual 

exclusivity to pursue a contract for the Work and the ultimate execution as a Joint Venture C'Joint Ven
ture') or Alliance with Client as additional Partner. 
No other parties will be incorporated in the Joint Venture without the prior written consent of all Parties. 
These obligations will survive after the client has awarded the Project. 

• The Parties shall formulate and sign a Joint Venture Agreement, upon agreement by all of the Parties to the 
terms of such Joint Venture Agreement, stipulating the Parties respective rights, interests and obligations 
as between themselves with respect to the Contract and the performance thereof. 

• This Joint Venture Agreement shall be based on and include, but not be limited to, the following agreement as 

[ 

per this Memorandum of Understanding. 

Participation in, funding of, and liability in the Joint Venture. 
Each of the Parties will each individually participate in, each individually, provide funds equal to, 
and each individually be liable for 331 h % of the final price of the proposal to Company and for 
the same percentage for any amendment or supplement or modification thereto, irrespective of 
each of the respective Parties actual contribution (see for reference article 6 of this Memorandum 
of Understanding). 

Profit and Loss. 
Any profit or loss associated with the performance of the Contract and any amendment or supple
ment or modification thereto will be shared as follows: 
x 20 % 
y 35 % 
z 45 % 

Proposal Cost. 
Each Party agrees to be responsible for and bear its own costs and expenses incurred in connec
tion with this agreement and the proposal to Company for the Project, and for supporting ser
vices, as may be required, to Company for obtaining award by Client of the Project to Company. 

Exclusivity. 
The Parties agree to participate exclusively with each other in the submittal of the Proposal and 
the ultimate execution of the Project. 
Neither of the Parties shall separately bid and/or provide any services to others then Company, 
even in the event Client does not award the Project to Company. 



Proposal Cost Structure. 
The Proposal by the Joint Venture to Company associated with the Joint Venture scope of work 
shall be priced at each of the Parties actual estimated cost, excluding predetermined overhead 
contribution allowance excluding any estimating allowance, risk allowance or profit fee. The Par
ties shall together develop and determine appropriate overhead allowance, risk allowance and 
profit fee to arrive at the most competitive lump sum price for the Proposal. 
Each Party shall maintain complete records of the estimates associated with their contribution to 
the Proposal and the Parties amongst each other will have right of audit. 

Contribution. 
The extend and volume of each Parties contribution to the Proposal and the ultimate execution of 
the Contract shall be determined during the compilation of the proposal, and amended as jointly 
agreed during the ultimate execution, all on basis of cost efficiency with the express purpose and 
intent to arrive at the most competitive lump sum price for the Proposal and execution of the con
tract. 
Portion(s) of the scope of work which cannot be provided by each of the Parties own resources or 
falling outside the normal construction trade or business of each of the Parties will be subcon
tracted, by common consent, to other company(ies) by the Joint Venture. 
In the event that a Party could provide, from their own or affiliate company resources, a construc
tion trade and/or supply of materials, and the Parties in the Joint Venture decide to obtain addi
tional competitive bids for such construction trade or supply of materials, from sources other than 
that Party, and a bid (or bids) from an other source (or sources) is (or are) lower in price, that 
Party will have the right to adjust their price to a level agreed with and acceptable to all Parties in 
the Joint Venture for inclusion of such construction trade and/or material supply in that Parties 
contribution. 

Applicable Law. 
This MOU, and any resulting agreement and Contract, shall be interpreted under the laws of the 
Netherlands excluding provisions thereof which refer to the laws of another jurisdiction. 

Indemnification and Liability. 
Towards the Company the Parties will be jointly and severally liable for the performance of the 
Contract. 

Each Party shall hold harmless, indemnify and release Company and the other Parties from loss or 
damage to a third Party or such Parties property and personal injury or death to such Parties em
ployees, servants and agents, howsoever caused. No Party shall have any claim against another 
and Company for indirect or consequential loss or damage. 

The cost additionally incurred by one Party in its scope of work, irrespective whether such addi
tional cost is caused by this Party or other Parties or Company, shall be compensated from the risk 
allowance and profit fee fund. In case and to the extent the fund has been depleted, such costs 
shall be shared between the Parties on the basis set forth in article 2 above. 

Representatives. 
As their representatives for communications between the Parties during the proposal phase of the 
Project, the parties designate the following: 

Contractor X -
Contractor Y -
EPC Contractor 

In witness whereof, the authorized representatives of the Parties hereto have executed this Memorandum of Under
standing the day and year first above written . 

CONTRACTOR X CONTRACTOR Y 

] 



Appendix 7: Authorization matrix 

-~ 
€ 

€ 50.000 € 500.000 
€ Event Value/Level < € € 

> 
50.000 < < 1.000.000 

500.000 1.000.000 

'' 

Bids late - Single Source Approval 2 3 3 3 

Bids late - Non PMSL Listed Bidders 1 2 2 +IM 2 +IM 

Bids late - All PMSL Approved Bidders 1 2 3 3 

Normal Bid summary 1 2 3 4 

Bid summary - Single Source 2 3 4 4 

Bid summary - Exceeding Budget Value or Non-Low 
3 3 4* 4* 

Bidder recommendation 

Commitment Deviation Request (CDR) 
Same as the original Bid summary, unless next 
level is reached. 

Purchase Orders (and Amendments) Proxy* Proxy* Proxy* 
Client 
authority 

The approval cycle is linked to Bid summaries. 
The approval of the Bid summary is the formal authorization to proceed with the commitment. 
The approval signature is to be placed client a registered Proxy holder. 

Legend: 

Level 1 means: Lead Buyer/Purchasing Supervisor + Project Manager 

Level 2 means: 1 + Project Procurement Manager 

Level 3 means : 2 + Overall Alliance manager 

[ 

Level 4 means: 3 + Alliance Board 

Level 4* means: only level 4 required when the difference to budget or low bidder is >5% 

Proxy* means: any registered Proxy holder of the Alliance Party that handles the order 
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Appendix 8: Alignment mechanisms (Scott, 2001) 

There are numerous process and mechanisms that can be exploited in the quest to create alignment. Some of these 
are given below, followed by examples drawn from actual alliances. 

• Exploit the opportunities that the alliance partner selection process and the alliance formation phase leading 
up to final approval for the project offer for creating alignment. 

• Have corporate level managers either lead (preferred) or be directly involved in negotiating the details of the 
alliance agreement. This can be a powerful mechanism for generating alignment at this level. The design of 
the financial incentive scheme and the development and agreement of the 'principles' being areas that are 
particularly valuable in this respect. 

• Use the financial incentive scheme as a vehicle for promoting alignment within the project team. Dissemina
tion and effective communication of the details of the scheme within the project will help persuade individuals 
that it is in their company's and their own interest to be aligned and committed to the overall aims of the 
project. 

• Personnel from the different alliance member organizations working together to develop joint execution 
strategies, cost estimates and schedules is a powerful alignment mechanism in itself, and generates collective 
and individual ownership of these items. 

• Use every opportunity in the alliance formation phase to create ad hoc sub teams to deal with specific issues 
and have these sub teams populated by a cross-section of personnel from the member companies. 

• Use extensive and intensive communications to keep personnel fully aware of all aspects of the project as a 
means of generating shared understanding. 

• Conduct attitude surveys within the team as a means of determining actions appropriate to creating and/ or 
maintaining alignment. 

• Promote the development of mutual and inter group debates on, for example, specific issues facing the pro
ject. 

• Use an organizational design that promotes integration and alignment. One way of doing this is to construct 
inter-organizational teams that are functionally based. 

• Use facilitated workshops aimed at promoting alignment. 
• Use consultants who have specific expertise in creating alignment in teams as a route to high performance. 
• Arrange social events to help break down the cultural barriers that may exist between employees of the alli

ance member companies. 

Examples of actions to create alignment 

Example 1 
Prior to issuing the tender documents for the role of engineer, the owner invited all pre-selected bidders to an infor
mal get together and dinner. The following morning he gave a briefing session on alliancing. The assembled chief 
executive officers were invited to express their views on the alliance approach and their commitment to the project. 

Example 2 
In an alliance where all the alliance partners were engaged in procurement, a purchasing team was formed that 
comprised the lead purchasing personnel from each partner. This functional steering committee agreed the common 
processes that would be applied to the procurement activities. The process of jointly reaching these agreements 
helped generate the alignment sought at the working level. Prior to this taking place, however, the requirement for 
common procurement practices had to be initiated by the project management team. 

Example 3 
An attitude was carried out among the managers, supervisors and other members towards the end of a successful 
alliance project. The following were noted: 

1. Managers in all companies were the most enthusiastic participants (above supervisors and others) 
2. All levels of construction company respondents showed high levels of enthusiasm 
3. Lower levels of enthusiasm were shown by owner and engineering contractors, supervisors and others. 

These results were interpreted as being illustrative of the degree to which the empowerment of particular groups 
and individuals increased or decreased depending on the phase of the job and their role in it. 

] 



Example 4 
A workshop was held immediately after alliance formation and was attended by corporate and project management 
personnel. They exchanged views around the following questions: 

What is in it for me? 
What am I good at 
What do I bring to this project? 
What can the other alliance partners count on me for? 

What single request do you have of other alliance partners to ensure the success of the project? 
Participants reported that the workshop had helped them develop a level of appreciation and understanding of oth
ers that greatly facilitated the development of the joint and coordinated action in the remainder of the project. 

Example 5 
One alliance held a 2-day workshop 3 weeks after final project approval (sanction). The objective of the workshop 
was to develop project team commitments for the execution phase of the project. A group of 60 people representing 
all the member companies attended. Consultants led the workshop. By the end of the workshop the group had 
jointly developed, agreed and signed a 'commitment statement', which incorporated the targets that the team had 
agreed on as well as other points relating to the alliance relationship. At the highest level the teams, targets were 
directly related to the performance criteria targets (cost and schedule) embodied in the financial incentive scheme of 
the alliance agreement. The targets that were set for these exceeded the targets in the alliance agreement. The 
team then used the targets in their day-to-day management of the project as 'stretch targets'. The commitment 
statement became an important management tool for maintaining project relationships. For example, new people 
joining the project were invited to sign up to the commitments made by the original group. This invitation was 
nearly always enthusiastically received. The ownership of these ambitious targets stimulated the team in a constant 
search for ways of achieving them, and was regarded a being a major contributing factor to the eventual successful 
outcome of the project. 

Example 6 
'Canteen' sessions were held for home office and construction staff at regular intervals for all team members (this 
meant all companies, whether alliance partners or not) and all employees. The initial purpose was to inform the 
attendees of the project goals and the special alliance approach, while subsequently the main purpose was to give 
feedback on performance directly to the workforce. The investment in time, although significant, was considered 
well worthwhile to ensure that the whole workforce remained aligned and committed to the project, irrespective of 
which company it worked for. 

[ 



Appendix 9: Disputes avoidance and disputes resolution (Scott, 2001) 

Dispute avoidance 

Despite everyone's best endeavors, issues will arise on projects which, unless treated speedily, have the potential to 
deteriorate into damaging disputes. Such issues usually arise because of poor communication, lack of clarity in 
scope or specification, changes in scope, inadequate performance, etc. Most of these can be avoided by close atten
tion at the outset of the project, but some are unpredictable and the task is to address these issues before attitudes 
harden, relationships deteriorate and a full-blown dispute arises. This is the essence of disputes avoidance. Ideally, 
such issues should be dealt with speedily and as close to their source as possible. There are some simple principles 
that should be obeyed. They include: 

I recognize potential problems, avoidance is more cost-effective than Resolution address problems early 
and quickly, they are easier to deal with. 
Do not ignore problems, or conceal them, they will only fester. 
I seek to resolve problems, not assign blame. 
I resolve issues as close to their source as possible. 

Virtually all alliance projects will have an alliance board comprising representatives of the parties to the alliancing 
arrangement. The board will keep all such issues under review and, as a matter of routine, attempt to find harmoni
ous solutions informally through discussion or even negotiation. The alliance board, or a designated panel of the 
board, may also represent a stage in a semi-formal disputes avoidance procedure, either by requiring all contentious 
issues to be reported directly to them or by placing themselves at some point within a disputes avoidance ladder. 
The ladder is a structured process for the resolution of issues within a given time frame. In accordance with the 
principle that issues should be resolved as early as possible and as near to their source as possible, the ladder will 
typically identify the level at which the issue should be discussed and the time frame during which it should be re
solved at each level. 

For example: 
Supervisor level - within 24 hours. 
Project manager level - within 2 days. 
Alliance board level - within 1 week. 
Executive level -within 2 weeks. 

Issues not settled during these processes will probably be the subject of a dispute resolution process. However, it 
should be remembered that issues can be resolved by negotiation at any time, and that in all cases work should 
continue pending resolution. 

Dispute resolution 

It is highly desirable that issues and problems should be resolved through the informal dispute avoidance procedure. 
However, where this fails there is usually recourse to a dispute resolution process, which may be specified either in 
the contract or in the alliance agreement. It is also desirable and entirely within the spirit of alliancing that the 
avoidance procedure should be exhausted before the resolution procedure is invoked. However, it is unlikely that 
this will be mandatory. 
The cost, time and sheer acrimony of litigation has led to the development of alternative approaches to dispute 
resolution. There are numerous Alternative Dispute Resolution (ADR) processes available. Almost any method of 
resolving disputes that does not involve arbitration or litigation would fall into this category. However, while their 
use is increasing in construction, the enforceability of their determinations varies between countries, and final resort 
may still be made to litigation. Despite this, disputes can be resolved quickly using ADR methods. The particular 
method to be used should be stipulated in the contract. The most important of these ADR methods are described on 
the next page. 

] 
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Dispute review board 
Perhaps the most appropriate ADR method for alliance projects, particularly in the construction industry, for which it 
was devised, is the Disputes Review Board (DRB). Like the avoidance procedures, it attempts to resolve the issues 
'on site'. There are several DRB models available, but typically the board comprises three members. One member is 
chosen by the owner, and one by the contractor. Together they choose the third member, who acts as the chair
man. Members should have complementary expertise and must be available at short notice to resolve disputes. 
The DRB is a standing body. Provision for its operation should be in the contract and it should be set up at the very 
beginning of the project. Its members are made familiar with the project and are supplied, on a regular basis, with 
information such as progress reports, plans and specifications. They may also make periodic visits to site. 

In the event of a dispute each party is afforded an opportunity to present to the board, in the presence of the other, 
information that it thinks relevant to the dispute. The board can also conduct its own investigation. However, under 
no circumstances can the board communicate with one party in the absence of the other. A decision should be 
reached quickly, without interrupting work on the project. DRBs can be used in an advisory or binding adjudication
type capacity. However, even if the decision is not binding it is usually accepted, since the DRB's recommendations 
would normally be used as evidence in any subsequent arbitration or litigation. There is also a possibility that, be
cause of the non-legal standing of the board, its adjudicated decision may be questioned and appealed against. 
A standing DRB can be very costly and is only really appropriate for larger projects or contracts. On smaller projects 
a single disputes review advisor might be appointed, whose decision is implemented even though it might be subse
quently overturned in court. This approach, however, is not dissimilar to adjudication, which is another ADR method. 

Adjudication 
Where this is the preferred dispute resolution method, the appointment of the adjudicator, who should be an inde
pendent third party, should constitute part of the contract negotiation. The intention of this method is that the adju
dicator should make a speedy decision, which must be complied with but which will, if one party is dissatisfied, be 
open to review in formal proceedings in due course. A procedure for the election of adjudicators and the time 
frames within which adjudication should proceed should also be set out in the contract. An example of this proce
dure is set out in Section 108 of the UK Housing Grant Construction and Regeneration Act. Under this Section, any 
contract must now contain: 

A provision for a party to give notice of their intention to refer a dispute to adjudication. 
A timetable for the referral of the dispute to the other party within 7 days of the notice. 
A 28-day period for decision-making. 
A provision for an extension of time of up to 14 days if agreed by the parties. 

The adjudication decision should be binding unless written notices of the decision are being given to the parties. It 
should in any case be binding until the completion of the works. After completion the dispute can be referred to 
arbitration or to the courts, providing that notice is given within the time frame set out in the contract. 

Under the UK Act, adjudication can be introduced at any time (i.e. regardless of whatever disputes resolution proc
ess is underway), providing that the agreed procedure is followed. However, because of the tight timetable imposed 
by the Act there can be difficulty in combining it with other forms of dispute resolution process that might be more 
appropriate to alliancing arrangements. 

Mediation 
Mediation is a technique favored in many countries. A neutral mediator is appointed by the parties to investigate the 
causes of the dispute and to facilitate an acceptable solution. It is voluntary, non-binding (unless agreed by the par
ties) and relatively informal. 

Each party to the dispute is represented by an individual who must be sufficiently senior to have the authority to 
settle on behalf of his organization. The mediator should clearly be impartial and be respected by both parties. His 
role is purely facilitative; he has no authority to make any sort of determination. By a process of listening, counsel
ing, suggesting and persuading, he helps the parties themselves to arrive at an amicable solution and settlement. 
There are no hard and fast rules for a mediation process. The mediator clearly needs to familiarize himself with the 
facts and request documentation from and eek meetings with each side. Equality of treatment, impartiality and 
openness re the guiding principles. While the process is informal, it is not a soft option. 

[ 
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Mediation will only work if: 

Both sides are well prepared. 
Both sides are willing to compromise. 
Both sides are honest with themselves as to the merits of their position. 
The mediator is competent. 
Each party is represented by a person who has authority to reach a compromise. 

Mediation does not affect the parties' recourse to the courts in the event that it fails, but it has often been found to 
be most successful if one of the parties has started down the path to litigation. 

] 
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Appendix 10: List of definitions 

List of Definitions 

Alliance 

Alliance contractor 

Alliance partner 

Alliance maturity 

Client 

Contractor 

Cost reimbursable 
contract 

Directing party 

EPC contractor 

E&I contractor 

Facilitator 

Letter of intent 

Lump sum contract 

Memorandum of un
derstanding and prin
ciples 

Norm process 

Partners 

P&M contractor 

Sub-contractor 

Target sum 

[ 

A project-specific relationship between two or more organizations which is formed with 
the intent to improve quality, performance and flexibility in the delivery of the project". 

Contractor that is partner in the alliance 

The client or one of the contractors that is partner in the alliance 

The party that initiates the desire to execute a project and funds it 

The party that is aiming to become a partner in the alliance 

Contractors get paid for the work they do for the client on a cost-plus basis 

The party that is the driving force behindthe alliance and that gives direction to the alli
ance creation; they have the leading position in the formation of the alliance 

Engineering, procurement and construction contractor 

Electrical and instrumentation contractor 

Person that assists in partner selection, setup of the alliance agreement and/or the man
agement of the alliance during execution 

A letter from one company to another acknowledging a willingness and ability to do busi
ness 

Contract form in which contractors are asked to quote lump sum in the beginning of a 
project, based on the specifications set by the client 

A legal document describing a bilateral agreement between parties. It expresses a con
vergence of will between the parties, indicating an intended common line of action, rather 
than a legal commitment. It is a more formal alternative to a gentlemen's agreement, but 
generally lacks the binding power of a contract 

The norm process has the objective to support the reader in identifying those steps that 
are considered necessary to ensure that alliance projects will be completed with a high 
probability of success, but also allows for omitting steps that are redundant and/or con
sidered not applicable in specific situations 

Any one of the parties in the alliance, contractors as well as the client could be meant 

Piping and mechanical contractor 

The party that is performing a part of the engineering, designing or construction job in 
the project for the alliance and/or for on of the alliance partners 

The guideline for the price of an (alliance) project, agreed in advance or beginning of the 
project 
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