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Alignment of Divergent Organizational Cultures
in IT Public-Private Partnerships

Public-private partnerships (PPP) are increasingly important for the provision and utilization
of information technology (IT) in the public sector. However, IT PPPs are difficult to realize,
as examples, such as the Toll Collect project, confirm. In this study, we analyze the cultural
differences of public sector and private sector organizations and the alignment of cultural
differences for effective collaboration in IT PPPs. In addition, we identify specific
management procedures that are necessary to address organizational culture differences

for succeeding with IT PPPs.
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1 Introduction

In the past decades, public agencies have
increasingly engaged in public-private
partnerships (PPP) to realize large in-
frastructure projects (Kwak et al. 2009),
which is a form of cooperation that en-
tails long-term sharing of resources, risks,
and objectives (Maskin and Tirole 2008).
However, there is a considerable number
of public infrastructure projects realized
in the context of a PPP, which exceeded
estimated costs and time schedules (e.g.,
Klijn 2009; Yuan et al. 2009). In com-
parison to public infrastructure projects,
IT projects are even more difficult to re-
alize because of an often limited under-
standing about the inherent complexity
and uncertainty of IS developments and
implementations of engineers and man-
agers in charge (Flyvbjerg and Budzier
2011; Nelson 2007). The realization of
IT projects in cooperation between pub-
lic and private organizations even in-
creases this inherent project complexity
due to divergent interests of participat-
ing stakeholder groups which may lead
to misunderstandings, conflicts, and even
project failure (Buhl and Meier 2011; Jost
et al. 2005). Prior research on large-scale

public-private IT projects examined fail-

ures and turnaround mechanisms using

an escalation of commitment perspective

(Drummond 1996, 1998; Keil and Robey

1999; Montealegre and Keil 2000) or ana-

lyzed the role of key actors’ interests (Mc-

Grath 2002). However, these studies did

not conduct an in-depth analysis of the

specific cultural context of IT PPPs or ex-

amine how to succeed with establishing a

sustainable IT PPP.

To understand the challenges of public-
private collaboration and how to succeed
with IT PPPs, we conducted an interpre-
tive case study of an IT PPP in Germany
involving a large IT service provider and
a German city. The goal was to oper-
ate, maintain, and renew the IT infras-
tructure of the city and improve the cost
transparency of IT services. Despite some
initial collaboration difficulties, public
and private parties finally managed to es-
tablish a sustainable partnership. There-
fore, this case offered an opportunity to
answer two key research questions:

(1) How do public- and private-side or-
ganizational cultures affect public-
private collaboration in IT PPPs?

(2) How can successful public-private
collaborations in IT PPPs be estab-
lished?

In the following sections, we provide
the theoretical foundations of the study
and explain the applied research ap-
proach. After a brief case description, we
present the results of our theory-building
case study on public-private collabora-
tion in IT PPPs. Finally, we discuss our
theoretical and practical contributions
and provide future research directions.
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2 Theoretical Background

Since the 1960s, PPPs became an increas-
ingly popular alterative (Pongsiri 2002)
for providing public services with higher
quality at lower costs or to finance pub-
lic infrastructure projects (Grimsey and
Lewis 2002; Reijniers 1994; Smyth and
Edkins 2007). While the technical chal-
lenges of public IT projects are very sim-
ilar to the ones usually found in other
industries (Nelson 2007), the reasons for
organizational challenges and tensions in
public-private collaboration can be at-
tributed to different interests and corpo-
rate cultures of public and private parties
(Reijniers 1994). These cultural differ-
ences can cause ongoing misunderstand-
ings and conflicts, which may prevent the
development of a sustainable PPP (Jost
et al. 2005). While public agencies have
to act in the interest of the general public
and private companies strive to improve
their market value, in a PPP both parties
need to develop complementary objec-
tives (Scharle 2002). In particular, the de-
velopment of an effective partnership ap-
proach, focusing on public- and private-
side goals, as well as common project
goals, necessitates the establishment of
a shared culture based on mutual trust,
commitment, and understanding (Bres-
nen and Marshall 2000; van Marrewijk
2007; van Marrewijk et al. 2008). How-
ever, although extant literature examined
the effect of public and private sector
organizational cultures on public-private
collaboration, the differences of public-
and private-side organizational cultures
as well as how to develop a shared public-
private culture to succeed with IT PPPs is
still unclear.

In our case study, we observed col-
laboration difficulties of public and pri-
vate sector organizations due to different
ways of thinking and acting. According
to Schein (1990), different organizational
values and practices established over time
for coping with organizational challenges
can be regarded as manifestation of an
organizational culture. From an institu-
tional perspective, these values and prac-
tices are developed and legitimized based
on the regulative (e.g., laws), norma-
tive (e.g., shared norms), and cultural-
cognitive (e.g., shared beliefs) elements
of an institutional environment, such as
an organization (Scott 2001). To specify
which values and practices shall be pur-
sued within an organization, institutional
logics provide the organizing principles
that offer formal and informal rules for
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guiding organizational behavior (Thorn-
ton and Ocasio 1999). In an IT PPP,
which can be regarded as a community
of organizations frequently cooperating
with each other (Scott 2001), different in-
stitutional logics may be at play which
trigger divergent organizational behav-
iors and hence can cause clashes of orga-
nizational cultures. Accordingly, institu-
tional logics theory provides an adequate
lens to analyze the pursued norms, val-
ues, and practices of different organiza-
tions cooperating in an IT PPP context
(Friedland and Alford 1991; Scott 1987).

As the extant literature on inter-
organizational cooperation illustrates, ef-
fective partnership arrangements require
cultural alignment as precondition for
partnership success (Bresnen and Mar-
shall 2000; Fuller and Vassie 2002).
Therefore, we investigated the organiza-
tional culture differences of public and
private sector organizations, and illus-
trate how they were overcome by the de-
velopment and legitimization of partner-
ship norms and practices. Prior man-
agement research on organizational cul-
ture differences in inter-organizational
cooperations concentrated on the anal-
ysis of the effect of differences in na-
tional and organizational culture on in-
ternational joint venture performance
(Pothukuchi et al. 2002), or on interna-
tional mergers and acquisitions (Badr-
talei and Bates 2007; Sarala and Vaara
2010). Sirmon and Lane (2004) expanded
the consideration of cultural differences
by including professional culture differ-
ences and evaluated how national, orga-
nizational, and professional culture dif-
ferences influence international alliance
performance. Information systems re-
search extended these insights by ana-
lyzing the effects of organizational and
interpersonal culture differences on the
success of offshore projects (Rai et al.
2009). The results of our case study,
however, provide first insights on orga-
nizational culture differences of public
and private sector organizations and the
norms and practices of a sustainable IT
PPP.

3 Research Methodology

In our exploratory case study, we ap-
plied an interpretive stance (Walsham
1995a, 1995b) to understand the socially
constructed challenges (Orlikowski and
Baroudi 1991) of collaboration in IT
PPPs. Using grounded theory techniques,

we analyzed the subjective interpreta-
tions and meanings of interviewees about
IT PPP management and developed the-
oretical explanations (Goulding 1998) of
public- and private-side organizational
culture differences.

To apply grounded theory techniques
to our data collection and analysis pro-
cedure (Glaser 1978; Glaser and Strauss
1967), we conducted interviews using
a semi-structured guideline with open-
ended questions about partnership his-
tory, development, and management. For
coding and to develop a case study
database, we used Atlas.ti software (Muhr
2008). Both authors took notes dur-
ing the interviews, but only one au-
thor coded the interviews. Open, line-
by-line coding of initial interviews, fol-
lowed by discussion of resulting initial
insights, supported the inductive iden-
tification of core themes. These initial
insights facilitated the specification of
our interview guidelines, and helped us
identify additional interviewees since we
asked each respondent for other experts
(similar to the principle of interaction,
Klein and Myers 1999). To gain a holis-
tic picture of IT PPPs, we interviewed
participants from public administration,
politics, and private industry with dif-
ferent roles in the partnership (vendor
versus client) and positions in the hi-
erarchy (top-level versus operative IT
service management) to ensure insights
from different perspectives on IT PPP
management (Table 1).

Initial interviewee selection was guided
by the theoretical sampling process of
the grounded theory method, which
deals with the joint collection, coding,
and analysis of data (Glaser and Holton
2004). From interviews conducted dur-
ing January—November 2010, 37 record-
ings, lasting from 57 minutes to 2 hours
and 48 minutes, resulted in 3,689 au-
dio minutes and 877 transcribed pages.
In addition, we collected secondary ma-
terial, such as service level reports and
press articles, to increase our understand-
ing of the IT PPP and its environment.
The 98 press articles helped us examine
the course of action of the partnership
(see the course of action illustrated ac-
cording to the amount of press articles
in Electronics Supplementary Material).
The sampling process supported critical
reflection on the core themes and the
PPP context, comparable to the princi-
ple of contextualization (Klein and My-
ers 1999). During the combined data col-
lection and analysis procedure, we finally
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Table 1 Affiliation of interviewees and number of interviews

Organizational Affiliation Hierarchical Affiliation Number of Interviews
e City department 9
Public Administration e Administrative office 6
o Staff council 1
i e Mayor 1
T o City council 3
e Top management 5
Private IT Service Provider e Middle management 8
e Project management 1
Public IT Service Provider e Top management 2
Public Consulting Service e Senior consultant 1

reached theoretical saturation when fur-
ther interviews did not reveal any new
aspects on organizational culture differ-
ences. At that point, we started to inte-
grate our findings to derive theoretical
contributions (Glaser 1978).

The data analysis using Glaserian
grounded theory techniques encom-
passes three coding steps: open, selec-
tive, and theoretical coding (Urquhart
et al. 2010). Open, line-by-line coding
of the interviews enabled us to iden-
tify interviewee statements explaining
public- and private-side culture differ-
ences. These statements were descrip-
tively labeled according to the observed
phenomena (e.g., citizen orientation).
The interviews revealed that divergent
cultures affected not only the establish-
ment of a sustainable partnership but
also how the parties defined IT PPP suc-
cess. After reviewing the open codes, we
started selective coding of the identified
core themes to consolidate the previously
descriptive open codes to categories on
a higher conceptual level (e.g., public
logic). By triangulating different per-
ceptions, we tried to remain sensitive to
different views among the participants,
according to the principles of multiple
interpretations and suspicion (Klein and
Myers 1999). In addition to identifying
the core themes inductively, we screened
prior literature for a meta-theoretical
lens to explain the elements of orga-
nizational cultures and their effect on
collaboration in IT PPPs. That is, extant
literature was not as preconceived frame-
work for theory verification (Urquhart
etal. 2010) but rather supported the con-
ceptualization of our core categories and
their single attributes, while also provid-
ing additional data for comparisons with
primary and secondary data. Using this
lens, we examined possible contradic-
tions between theoretical preconceptions

and new research findings — similar to the
principles of abstraction, generalization,
and dialogical reasoning (Klein and My-
ers 1999). For example, we were able to
identify that public administration man-
agers and politicians adhere to different
IT PPP success criteria, while extant liter-
ature does not distinguish into different
organizational cultures on public side
(Christensen et al. 2007).

Our conceptualization and triangula-
tion efforts (following the constant com-
parative method) enabled us to relate our
selective codes to the core themes, as ex-
plained by the propositions in our model
(Glaser and Holton 2004). This final the-
oretical coding analysis step, conducted
through our meta-theoretical lens, re-
vealed new concepts in the PPP con-
text (e.g., partnership management pro-
cedures) that can moderate the influ-
ence of public- and private-side logics
on a sustainable IT PPP. The result of
our study thus is a model that conceptu-
alizes public- and private-side organiza-
tional culture differences and their effect
on collaboration in IT PPPs.

4 Case Description

The case study deals with the coopera-
tion of the internal IT department of a
German city (more than 270,000 inhab-
itants) with an internationally operating
IT service provider. The city’s intention
was to ensure the IT infrastructure oper-
ated according to a defined quality stan-
dard with regular modernization, as well
as to improve cost transparency and effi-
ciency and transfer economic risk to the
private partner.

After an official tendering procedure,
beginning in 2003, the new joint com-
pany was founded at the end of 2004
(Heinzl and Sinf§ 1993) and started op-
erating on January Ist, 2005. The IT
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PPP was contracted for a ten-year pe-
riod, from 2005 to 2014, at costs of more
than 80 million Euros. Merging the city’s
former internal IT department into the
new company included the transfer of
more than 60 employees, though they re-
mained employed by the city, which re-
tained disciplinary authority. The PPP
needs to provide IT services for more
than 3,300 users in seven departments
and 25 administrative offices in 200 lo-
cations distributed across the whole city
—including 5,000 IT (e.g., personal com-
puters) and 5,200 telecommunication de-
vices, 5,000 network access ports, and 200
administrative IT procedures.

Initial difficulties in public-private col-
laboration arose due to incompatible
goals, expectations, and operating pro-
cedures, yet public administration, po-
litical, and private industry members
jointly developed a sustainable collab-
oration mode. Recognizing and under-
standing public- and private-side orga-
nizational culture differences and the
corresponding organizational behaviors
(guided by divergent logics), while de-
veloping management procedures, facil-
itated a sustainable partnership (Fig. 1).
In the following, we discuss the charac-
teristics of public- and private-side log-
ics and their effect on public-private
collaboration; we also explain how the
parties managed to succeed with their
partnership approach.

5 Case Analysis
5.1 Divergent Public and Private Logics

Initial challenges of public-private col-
laboration stemmed from different orga-
nizational cultures, consisting of differ-
ent norms, values and practices, which
defined ways of thinking and acting. Di-
vergent mindsets, knowledge bases, and
organizational structures can be regarded
as manifestations of these unique norms,
values and practices: On the one hand,
public agency’s core norm was service
provision for the general public, as le-
gitimated by the responsibility of a pub-
lic agency to fulfill its legal mandate.
On the other hand, earning money for
shareholders shaped the goal orientation
of private organizations as their essen-
tial private norm. In contrast with public
organizations, private organizations need
to provide agreed upon IT services by a
specified time, quality, and costs, as de-
fined in service-level agreements (SLA).
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Fig.1 Succeeding with
public-private collaboration
in IT PPPs
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Procedures:
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Monetary penalties accrue if SLAs are vi-
olated. However, public employees of the
analyzed joint company were not familiar
with this performance orientation of the
private side, even as they were evaluated
according to this private norm. An exter-
nal senior consultant, with collaboration
experience with public agencies, political
parties, and private industry, noted:

“Public employees, who were be-
ing judged according to private
rules, and private employees, who
were confronted with the mental-
ity of public administration, ex-
perienced a cultural shock. They
could not understand why their
partner was acting in that way, be-
cause they were not used to their
way of thinking.”

Beyond different ways to provide ser-
vices, public and private mindsets reflect
different legal contexts, such that they
are subject to differential scrutiny. Pub-
lic administration work is bound to con-
stitutional procedures embedded in le-
gal norms, such as negotiating a fixed
fiscal budget for two years. Private or-
ganizations are legally required to docu-
ment their business processes for audit-
ing companies, but they may shift their
budgets to different purposes on short
notice. These different norms and prac-
tices initially led to conflicts: The joint IT
projects needed a considerable amount of
time to prepare, which neither met the
expectations of the private partner nor
satisfied the public partner with regard
to short-term IT innovations. As a politi-
cian on the city council, who experienced
the cultural clashes as a member of the IT
PPP supervisory board, described it:

“At the beginning, cooperation be-
tween the parties was difficult be-
cause the private party was try-
ing to achieve a result, but it was
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permanently slowed down by con-
stitutional requirements from the
public party, which resulted in a
lack of understanding on the pri-
vate side.”

In addition to the public service moti-
vation, public employees needed to com-
ply with legal norms, which shaped their
mindsets. Unlike private employees, with
their private norm of economic success,
focusing on career opportunities and
monetary gratifications, public employ-
ees mainly strive for a stable work en-
vironment, which fosters their identifi-
cation with public administration work.
Thus, the manager of the city’s former IT
department, responsible for network in-
frastructure management in the IT PPP,
indicated:

“A colleague of mine has switched
to public administration to gain
a stable, local activity field. He
wanted to make sure he could
spend evenings with his family.
This is a motivation for a lot of
people to choose public adminis-
tration work, which conflicts with
the basic motivation of joining a
private company.”

Initial clashes of these divergent orga-
nizational cultures were driven by dif-
ferent mindsets but also by unfamiliar-
ity with the other side’s expertise, which
led to misunderstandings. The private
side could not understand legally driven
requirements of administrative services;
the public side was not used to industry-
based services oriented toward cost effi-
ciency. Thus, public-side users were ac-
customed to free-of-charge IT services
from the internal IT department, so they
anticipated unlimited IT services from
the new joint company. They lacked ex-
perience with scope and cost calculations
for, say, desktop services, which involved

more than acquisition costs for a per-
sonal computer. At the same time, the
private party knew little about the diver-
sity of administrative processes and their
requirements. These divergent practices
created a continuous struggle within col-
laboration processes, because both sides
repeatedly had to clarify their differential
knowledge and expertise. For example,
a private account manager of the joint
company had experienced knowledge ex-
change processes within the PPP but was
not accustomed to the need of clarifying
standard business knowledge:

“If I buy a personal computer with-
out paying for support services,
there will be no support when I
have problems with the computer,
no replacement of a damaged de-
vice, no insurance against theft.
The public side was not used to
this standard industry scope and
the costs of IT services. We, on
the other hand, could not imag-
ine that there was the need to con-
stantly explain what was common
knowledge for us.”

Public- and private-side logics diverged
not only in terms of the knowledge base
of their different service types, but also
according to their embedded IT proce-
dures. The private IT service provider
acted in accordance with documented,
structured procedures from the IT in-
frastructure library (ITIL). The formerly
public IT department had historically
grown and legitimated implicit proce-
dures, oriented towards the public prin-
ciple of providing unlimited IT services
to all city departments. That is, both par-
ties had adopted adequate IT procedures
for solving IT problems, in line with their
situations, as summarized by a manager
for network infrastructure of the former
city IT department:

“Our city culture for IT procedures
was not adjusted to ITIL. When we
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had a problem, all relevant peo-
ple met immediately and devel-
oped a solution in an unbureau-
cratic way, by considering the in-
dividual requirements of all stake-
holders. For us, it was unusual to
structure IT procedures according
to specific roles and tasks, because
in our department, everybody pro-
vided all possible IT services to
colleagues.”

Furthermore, public-private organiza-
tional culture differences were caused by
divergent organizational structures and
the corresponding decision-making pro-
cesses, which fundamentally determined
public- and private-side organizational
behavior. For example, a public admin-
istration needs to align the divergent in-
terests of all stakeholders and convince
them that a proposed approach is ade-
quate. This consensus-oriented structure
recognizes the diversity of stakeholder
groups, such as political parties and ad-
ministrative departments that must be
committed to the joint goal; which is
legitimated by their autonomous status.
Moreover, public employees tend to feel
responsible for meeting citizens’ needs
and therefore for ensuring the adequacy
of administrative procedures. This com-
mon public practice surprised the private
side, which was focused on economic as-
pects. Private industry’s embedded orga-
nizational structure relied more on top-
down delegation and responsibility, such
that single entities aligned their activities
with the overall goal of satisfying share-
holder needs. The intensity of top-down
decisions, the need for alignment, and
the degree of coordination on the pri-
vate side was not expected by the public
partner. The astonishment on the public
side about common private-side struc-
tures was expressed by a manager of the
city’s finance department:

I was surprised that the private em-
ployees needed to align so many ac-
tivities with their headquarters and
were not very independent in their
decisions. This was new for us; we
thought that in private industry,
head managers could decide more
independently compared with our
structures.

Finally, public- and private-side organi-
zational structures differed in their tem-
poral affiliation. The job security sta-
tus of public employees enabled public
agencies to ensure continuous working

BISE — RESEARCH PAPER

Table 2 Specific differences between public and private logics

Categories of Public
and Private Logics

Public Logic

Private Logic

e Services for the public

e Performance orientation

Mindset o Constitutional procedures o Audit-proof procedures

e Job security orientation e Career orientation

e Administrative services o Industry services
Knowledge Base .. v N LSy Serv

e Implicit IT procedures e Explicit IT procedures
Organizational e Consensus structure e Top-down structure
Structure e Continuity orientation e Project orientation

relationships and support the establish-
ment of personal identification with and
a feeling of responsibility for public ser-
vices. Establishing a sustainable partner-
ship required continuous engagement to
nurture the relationships and develop a
collaboration mode. The basic norm of
profit maximization and the correspond-
ing value of career development, how-
ever, fostered a short-term project ori-
entation on the private side. Such an
orientation was not adequate for estab-
lishing a sustainable partnership, because
short-term engagement in the IT PPP
left little room for developing responsi-
bility for or identification with services
to be provided to the general public.
A leading private manager for IT oper-
ations of the joint company commented
on this challenge, who substituted the
previous manager for IT operations on
short notice:

“I can understand that it was not
easy for public employees to de-
velop a trustworthy relationship
with us, because on our side, there
were so many staff changes, which
made it necessary to become ac-
quainted with the new staff over
and over again.”

Divergent public- and private-side norms
and practices, embedded in their respec-
tive logics (Table 2), guided organiza-
tional behaviors of public and private
sector organizations. A lack of knowl-
edge about or acknowledgment of differ-
ences in public- and private-side mind-
sets, knowledge bases, and organizational
structures led to continuous misunder-
standings and conflicts that impeded a
sustainable partnership based on mutual
understanding, identification, and mu-
tual trust. On the basis of these findings,
we propose:

Proposition 1 Divergent public and pri-
vate logics, consisting of different mind-
sets, knowledge bases, and organizational

Business & Information Systems Engineering 3|2012

structures, influence public- and private-
side organizational behaviors and thereby
lead to misunderstandings and conflicts
in IT PPPs.

5.2 Partnership Management
Procedures

To reduce continuous misunderstand-
ings and conflicts that resulted from di-
vergent logics and to establish a sus-
tainable partnership, the different parties
needed to develop mutual understanding
and appreciation of each other’s mind-
sets, knowledge bases, and organizational
structures. For example, the private party
needed to explain and communicate its
basic norms, to enable the public side
to understand private-side behavior and
develop collaboration modes. A private
account manager of the joint company,
whose collaboration strategy was based
on intensive communication, explained
this way of thinking and acting:

“The client and our partners can-
not understand our motivation
without any explanation. We need
to create transparency not only
about what is important to us, but
also, why it is important to have
a specific governance structure for
1>

In addition to transferring knowledge
about divergent mindsets, it was im-
portant to clarify the different organi-
zational structures and decision-making
processes, then offer support in the ef-
fort to understand the requirements of,
e.g., administrative versus industry IT
procedures. Public IT management had
never measured SLAs or controlled an
IT service provider. To enable it to do
so, it needed transparency regarding the
underlying norms, values and practices.
To achieve sufficient partnership condi-
tions, including identification and mu-
tual trust, both parties had to develop
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and legitimate common routines that
balanced their divergent norms and val-
ues. Therefore, new information services
and regular meetings were introduced
to ensure all participating stakeholders
knew the joint goals of and new develop-
ments within the joint company, which
helped increase the basic level of mutual
understanding. Involving every party in
the new partnership routines improved
their sense of responsibility and iden-
tification with the norms and practices
of the IT PPP. Furthermore, establishing
and legitimating common routines sup-
ported trust development, because both
parties developed a general belief in their
partner’s intention to succeed with the
joint company. As a means to align stake-
holders and discuss the orientation, as
well as developments, of the IT PPP, the
public side recommended a supervisory
board with members from each stake-
holder party. Frequent meetings of this
board supported trust development, be-
cause all stakeholders received continu-
ous information about the current state
of the IT PPP, which facilitated success-
ful governance of the new joint com-
pany. A manager of project acquisitions
from the private vendor, who was ac-
tively involved in the tendering procedure
and later governing of the company as
member of the board, recognized:

“The public side encouraged us to
trust them with establishing a su-
pervisory board because they man-
age every company of the city this
way. Although a supervisory board
with more than 20 participants for
a company of around 60 employ-
ees was strange for us, we learned
that this kind of governance was
helpful for aligning the different
stakeholder parties.”

These partnership management proce-
dures diminished initial misunderstand-
ings and conflicts by transferring knowl-
edge about underlying norms and val-
ues, as well as the corresponding orga-
nizational behavior through constant ex-
planations and the establishment of legit-
imated common routines. Therefore, we
propose:

Proposition 2 Partnership management
procedures that encourage continuous
knowledge transfer about public- and
private-side norms and practices and the
establishment of common routines of the
IT PPP diminish misunderstandings and
conflicts arising from divergent public-
and private-side logics.
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5.3 Establishing a Sustainable IT
Public-Private Partnership

By understanding divergent institutional
logics, both parties developed a collabo-
ration mode that enabled them to under-
stand thought processes and correspond-
ing behaviors of their partner. Both par-
ties also identified with the negotiated
goals, which fostered a feeling of loyalty
and responsibility for partnership norms.
Establishing and legitimating common
routines and integrating stakeholder par-
ties into these processes furthered part-
nership development, because the part-
ners recognized their common interest:
IT PPP success. This progress was de-
scribed by a manager of the private ven-
dor, who was involved in the negotiations
about the mode of collaboration:

“Listening intensively to each other
and illustrating partnership goals
and developments in, for example,
the monthly reports of key perfor-
mance indicators — we thus were
able to create transparency about
IT PPP progress and our inten-
tions. This increased identification
with the goal orientation and the
tasks of this company.”

Understanding not only supported the
negotiation of joint goals and the devel-
opment of common routines but also in-
creased confidence in mutual recommen-
dations for certain organizational struc-
tures. For example, the private side was
familiar with steering boards, but estab-
lishing a supervisory board for a small
company of only 60 employees seemed
unusual. In addition, establishing a re-
porting system based on SLAs was very
uncommon for the public side, because
the provision of IT services had never
been controlled by the use of negoti-
ated contracts before. Nevertheless, both
parties made concessions about leading
the IT PPP and thereby emphasized their
willingness to collaborate. Furthermore,
acting as reliable partners facilitated the
establishment of mutual trust, which is
of tremendous importance in partner-
ships with heterogeneous organizational
cultures; it encourages a joint belief in
the success of the partnership. Thus, a
private account manager of the joint
company explained the situation when
collaborating with a public client:

“To develop a trustworthy rela-
tion in a situation in which two
conflicting organizational cultures

collide, it is of particular impor-
tance to be reliable. Therefore, you
not only need to disclose your
motivation and deliver what you
promised but also, in case of any
delay, you have to explain why you
cannot deliver as promised. Then a
public client will still consider you
a reliable partner”

In summary, establishing mutual under-
standing, fostering identification with the
joint company, and developing mutual
trust were important for success in this
IT PPP. Negotiating joint compromises
about different stakeholder goals and le-
gitimizing new common routines pro-
vided symbols of a sustainable partner-
ship. These compromises were not only
essential for establishing a sustainable IT
PPP, but also for accomplishing the goals
of the different stakeholder groups. We
propose:

Proposition 3 Establishing a sustainable
IT PPP, characterized by mutual un-
derstanding, identification, and mutual
trust, enables the accomplishment of di-
vergent success criteria from administra-
tive, political, and business perspectives.

5.4 IT Public-Private Partnership Success

Although daily collaborations were suc-
ceeding and the parties were gain-
ing familiarity with each other, nego-
tiating compromises about their joint
goal orientation remained critical, be-
cause the partners had divergent perspec-
tives on their partnership success crite-
ria (Table 3). These divergent perspec-
tives reflected the different norms and
values of public- and private-side organi-
zational cultures. Public administration
managers, politicians, and business man-
agers have different perceptions about IT
PPP success criteria: Public administra-
tion managers primarily concentrate on
legal compliance; they do not want to
be vulnerable to lawsuits, in line with
their adherence to constitutional proce-
dures and job security. Furthermore, ac-
cording to the norm of public service
provision, public administration aims at
the efficient use of their existing finan-
cial resources, stemming from taxpayers.
Thus, the renewal of the IT infrastruc-
ture, which enabled public administra-
tion to improve the quality of its admin-
istrative processes, represented a major
issue, since it was critical for delivering
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Table 3 Divergent success criteria in IT public-private partnerships

Perspectives on . e
IT PPP Success Hierarchy of Success Criteria
(1) Legal compliance
Administrative (2) More efficient use of existing resources
(3) Improved quality of public services
(1) Re-election
Political (2) Positive perception of partnership success in the general public
(3) Advancing modernization of public administration structures
Business (1) Profit orientation
ust (2) Increase of market share in the public sector

public services. A manager from the pri-
vate side noted, as he became more ac-
quainted with public-side norms through
negotiations with the mayor and other
department managers:

“The primary goal of local author-
ities is to ensure closeness to cit-
izens and to realize administra-
tive procedures, such as tax col-
lection and ticket processing, more
efficiently.”

Politicians, another public stakeholder
party, mainly focused on their need for
re-election, which required successes of
their political programs. Therefore, they
needed the general public (citizens and
media) to perceive the IT PPP as success-
ful — or at least not sense any disrup-
tion in public administration services.
Furthermore, politicians concentrated on
the modernization of public administra-
tion structures, in the form of an ade-
quate technological infrastructure, inno-
vation and management know-how, and
the capability to improve administrative
structures. The perception of IT PPP suc-
cess by the general public, including the
efficient use of taxpayers’ money, also
reflected the mindset of providing ser-
vices for the general public. These polit-
ical success criteria were illuminated by
a manager of the new joint company, re-
sponsible for exchanges with and detailed
explanations about the state and develop-
ment of the IT PPP to each stakeholder
group:

“The political case deals with the
image of a politician. A politician
is obliged to improve the city’s fi-
nancial situation in a socially ac-
ceptable way and guarantee pub-
lic service provision, which in our
case was realized through better
technological equipment that en-
sured administrative efficiency and
innovativeness.”

Finally, from a business perspective, the
primary ambition of a private IT ser-
vice provider is to increase profits. By de-
livering IT services according to negoti-
ated costs, time, and quality criteria, it
could underline its reliability and thus
perhaps acquire more local authorities
as partners, to increase its market share.
These success criteria are congruent with
the private norm of performance orien-
tation, as revealed by a manager of tech-
nical infrastructure operations of the new
joint company:

“Our main goal is to earn money
with a customer. Therefore, we
provide our services in time, in
quality, and within the negotiated
costs. In addition, we tried to ex-
pand this successful model of IT
PPP collaboration to other local
authorities.”

Being aware of the divergent success
criteria of the stakeholder groups and
actively negotiating compromises about
their joint goals finally enabled successful
IT PPP realization.

6 Discussion

6.1 Implications for Research and
Practice

In our IT PPP case study, we concen-
trated on examining differences of pub-
lic and private sector organizational cul-
tures and how the parties managed to de-
velop a shared public-private culture to
succeed with the IT PPP. Different public
and private sector cultures have already
been identified as source of collaboration
difficulties in PPPs (Reijniers 1994). Prior
research on large-scale IT projects driven
by public and private sector organiza-
tions examined the reasons for IT project
failure and the mechanisms that triggered
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project turnaround (Drummond 1996,
1998; Keil and Robey 1999; Monteale-
gre and Keil 2000) or analyzed the role
of alternative interests among key stake-
holders and how they stabilized over time
(McGrath 2002). However, these stud-
ies did not conduct an in-depth anal-
ysis of the existing divergent organiza-
tional cultures in the IT PPP context or
investigate the development of a shared
public-private culture as antecedent of
IT PPP success. With our case analy-
sis, we contribute to the domain of IT
PPPs closing this gap and illustrate the
basic norms of public and private sec-
tor organizations (observed as part of
the category mindset), i.e., being respon-
sible for the needs of the general pub-
lic versus satistying shareholders’ needs,
and complying with the legal norms of
the different contexts (i.e., constitutional
and audit-proof procedures). According
to Schein (1990), the norms of the dif-
ferent institutional environments can be
classified into the category “underlying
assumptions” of an organizational cul-
ture (conceptualized in Table 4) since
they determine thought processes and
behaviors of public and private sector
organizations. Furthermore, backed by
institutional logics theory, our study is
the first to disclose which values (illus-
trated by the third dimension of the cat-
egory mindset), practices (illustrated by
the categories knowledge base and orga-
nizational structure), and goals (embod-
ied by the different hierarchies of suc-
cess criteria) are pursued by public and
private sector organizations according to
their different institutional norms. Com-
paring the conceptualized categories of
public and private logics with the lev-
els of organizational culture, the dimen-
sions “job security orientation” and “ca-
reer orientation” can be referred to the
organizational culture level “values”. That
is since both dimensions are derived from
the underlying assumptions of respon-
sibility for public services and satisfying
shareholders’ needs as well as compliance
with the different legal norms. In addi-
tion, the identified categories “knowledge
base” and “organizational structure” can
be assigned to the level of organizational
culture “artifacts” since these categories
comprise practices, which are visually ob-
servable. Table 4 summarizes the classifi-
cation of the observed public and private
logics into the levels of organizational
culture according Schein (1990).

In general, effective partnership ar-
rangements in inter-organizational co-
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Table 4 Classification of public and private logics based on Schein’s (1990) levels of

culture
5 . Level of
Catego.r deslofy P“.bllc Public Logic Private Logic Organizational
and Private Logics
Culture
e Services for the public e Performance orientation Underlying
Mindset e Constitutional procedures |  Audit-proof procedures Assumptions
e Job security orientation e Career orientation Values
e Administrative services e Industry services
Knowledge Base .. L
o Implicit IT procedures e Explicit IT procedures
Artefacts
Organizational e Consensus structure e Top-down structure
Structure e Continuity orientation e Project orientation

operations require the alignment of or-
ganizational culture differences (Bresnen
and Marshall 2000; Fuller and Vassie
2002). Prior management research in this
context analyzed the effect of national,
organizational, professional, and inter-
personal culture differences on interna-
tional cooperations (Badrtalei and Bates
2007; Pothukuchi et al. 2002; Rai et al.
2009; Sarala and Vaara 2010; Sirmon and
Lane 2004). However, research on orga-
nizational culture differences within IT
projects in general and within IT PPPs in
particular is still missing. This case study
is one of the first contributions in that
area examining how public and private
parties managed to align their different
organizational cultures in an IT partner-
ship by the development and legitimiza-
tion of a partnership norm and practices.
In particular, using an institutional logics
perspective, the results of our case study
show that aligning public and private
sector organizational cultures to succeed
with the IT PPP was enabled by acknowl-
edging differences of public- and private-
side norms, as well as their corresponding
values, goals, and practices. Furthermore,
to establish a sustainable IT PPP, it was
necessary to constantly balance divergent
public- and private-side norms and to
develop as well as legitimize common
practices. Balancing public- and private-
side norms through constant negotia-
tions led to the establishment of a joint
partnership norm. This joint partnership
norm was the basis for a successful part-
nership arrangement since public- and
private-side goals, as well as common
partnership goals were pursued. The con-
stant balancing of public- and private-
side norms and the establishment of part-
nership practices supported the process
of cultural alignment and the success-
ful transition of public and private sec-
tor employees into the partnership orga-
nization. Cultural alignment was accom-
panied by the development of mutual un-
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derstanding, identification with the part-
nership approach, and mutual trust in
the positive intentions of the partner.
Within our analysis and by the use of
institutional logics theory, we explicated
the differences of public and private sec-
tor organizational cultures (e.g., mind-
sets, knowledge bases, and organizational
structures), their interplay in collabora-
tions, as well as the adaptation and align-
ment of cultural differences to create a
partnership norm (embodied by a con-
stant balancing of public- and private-
side norms) and practices (illustrated by
partnership management procedures).
Our case analysis does not only provide
insights to research, but also provides rec-
ommendations for practice. The results
illustrate how public and private sector
organizations succeeded with the tran-
sition of public and private sector em-
ployees into a partnership organization
and the management of different orga-
nizational cultures. In particular, to es-
tablish sustainable IT PPPs, IT PPP man-
agers need to be aware of and understand
public-private organizational culture dif-
ferences. In such an inter-organizational
cooperation, an open-minded collabora-
tion environment is crucial to acknowl-
edge differences in organizational cul-
tures. In doing so, misunderstandings
and misaligned expectations can be pre-
vented. The development of a collabora-
tive environment can be achieved by sat-
isfying public- and private-side interests
through negotiating complementary ob-
jectives and cultivating regular meetings
between the partners to openly exchange
issues and expectations. In our case, these
open exchanges facilitated continuous
knowledge exchange and learning which
created a culture where critical issues
could be addressed openly. In addition
to establishing a collaborative environ-
ment, IT PPP managers need to include
all stakeholder groups in the partnership

development process. Thereby, identifi-
cation and commitment with the part-
nership endeavor can be enhanced, which
further supports the active engagement
of both partners in partnership processes
and joint projects’ realization.

6.2 Limitations

Apart from the insights to research and
the implications for practice, in terms
of generalizability, the findings of this
study are restricted to IT PPPs. In ad-
dition, within this single-case study, re-
search aspects, such as the alignment of
cultural differences only emerging over
time, were retrospectively investigated
accompanying the studied IT PPP for
around one year. Since the findings are
based on a single-case study of an IT
PPP in Germany, which was conducted
at a municipal administrative level, the
observed management practices for suc-
ceeding with IT PPPs might be case-
specific and accordingly different in other
research settings, such as other countries
or on other administrative levels. How-
ever, by inductively identifying the man-
agement practices necessary to align the
different organizational cultures from the
gathered data and constantly comparing
interviewers’ and interviewees percep-
tions with extant literature, we believe
that we were able to provide new theo-
retical explanations about organizational
culture differences.

Based on the limitations of this single-
case study, future research should accom-
pany an IT PPP project over its com-
plete lifecycle to explore the temporal
aspects of partnership development and
maintenance in every single partnership
phase. In the studied case, IT PPP suc-
cess was largely dependent on the man-
agers in charge. Therefore, further re-
search should also investigate the leader-
ship capabilities and behaviors that are
important for bridging the cultural di-
vide. Furthermore, it would be desirable
to conduct a cross-case analysis of IT
PPPs in different countries and on dif-
ferent administrative levels (e.g., federal,
state, and municipal level) to provide a
robustness check of the findings.

7 Conclusions

This paper contributes to the domain of
IT PPPs by explaining the existing di-
vergent organizational cultures in the IT
PPP context and the development of a
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shared public-private culture to succeed
with IT PPPs. We contribute to the the-
oretical domain of organizational cul-
ture differences by providing evidence of
the different dimensions of public- and
private-side organizational cultures and
the alignment of different organizational
cultures in an IT partnership by the de-
velopment and legitimization of a part-
nership norm as well as the necessary
partnership practices. The overall impli-
cation for IT PPP research is that estab-
lishing a sustainable IT PPP requires the
awareness and understanding of public-
private organizational culture differences
and the development of a mode of col-
laboration to negotiate joint goals and
procedures.

Acknowledgement

The authors thankfully appreciate the vi-
tal participation of the practitioners in
this research. This work was developed as
part of a research project at Goethe Uni-
versity Frankfurt. We are indebted to and
gratefully acknowledge the financial sup-
port of ISPRAT e.V. Any opinions, find-
ings, conclusions, or recommendations
expressed in this paper are those of the
authors and do not necessarily reflect the
views of ISPRAT e.V. or its supporting
partners.

References

Badrtalei J, Bates DL (2007) Effect of orga-
nizational cultures on mergers and acqui-
sitions: the case of DaimlerChrysler. Int J
Manag 24(2):303-317

Bresnen M, Marshall N (2000) Partnering in
construction: a critical review of issues,
problems and dilemmas. Constr Manag
Econ 18(2):229-237

Buhl HU, Meier MC (2011) The responsibility
of business and information systems en-
gineering in large-scale IT projects, symp-
toms, diagnosis, and therapy. Bus Inf Syst
Eng 3(2):61-64

Christensen T, Lgreid P, Roness PG, Ravik KA
(2007) Organization theory and the pub-
lic sector, instrument, culture and myth.
Routledge, Milton Park

Drummond H (1996) The politics of risk: trials
and tribulations of the Taurus project. J Inf
Technol 11(4):347-357

Drummond H (1998) Is escalation always
irrational? Organ Stud 19(6):911-929

Flyvbjerg B, Budzier A (2011) Why your IT
project may be riskier than you think. Harv
Bus Rev 89(9):23-25

Friedland R, Alford RR (1991) Bringing so-
ciety back in: symbols, practices, and in-
stitutional contradictions. In: Powell WW,
DiMaggio PJ (eds) The new institutional-
ism in organizational analysis. University of
Chicago, Chicago, pp 232-263

Fuller CW, Vassie LH (2002) Assessing the ma-
turity and alignment of organisational cul-
tures in partnership arrangements. Empl
Relat 24(5):540-555

Glaser BG (1978) Theoretical sensitivity. Soci-
ology, Mill Valley

Glaser BG, Holton J (2004) Remodeling
grounded theory. Forum: Qual Soc Res
5(2)

Glaser BG, Strauss AL (1967) The discovery of
grounded theory: strategies for qualitative
research. Aldine, Chicago

Goulding C (1998) Grounded theory: the
missing methodology on the interpretivist
agenda. Qual Mark Res 1(1):50-57

Grimsey D, Lewis MK (2002) Evaluating the
risks of public private partnerships for
infrastructure projects. Int J Proj Manag
20(2):107-118

Heinzl A, SinB M (1993) Kooperationen zur
zwischenbetrieblichen Entwicklung von
Anwendungssystemen. Inf Manag 2:60-67

Jost G, Dawson M, Shaw D (2005) Private sec-
tor consortia working for a public sector
client - factors that build successful rela-
tionship: lessons from the UK. Eur Manag J
23(3):336-350

Keil M, Robey D (1999) Turning around
troubled software projects: an exploratory
study of the deescalation of commitment
to failing courses of action. J Manag Inf Syst
15(4):63-87

Klein HK, Myers MD (1999) A set of principles
for conducting and evaluating interpretive
field studies in information systems. Manag
Inf Syst Q 23(1):67-93

Klijn E-H (2009) Public-private partnerships
in the Netherlands: policy, projects and
lessons. Econ Aff 29(1):26-32

Kwak YH, Chih Y, Ibbs CW (2009) Towards
a comprehensive understanding of pub-
lic private partnerships for infrastructure
development. Calif Manag Rev 51(2):51-78

Marschollek O (2011) “Nobody wins, but no-
body loses either” — understanding differ-
ent institutional logics in IT public-private
partnerships. In: Proc 19th European con-
ference on information system, Helsinki

Maskin E, Tirole J (2008) Public-private part-
nerships and government spending limits.
IntJ Ind Organ 26(2):412-420

McGrath K (2002) The golden circle: a way
of arguing and acting about technology in
the London ambulance service. Eur J Inf
Syst 11(4):251-266

Montealegre R, Keil M (2000) De-escalating
information technology projects: lessons
from the Denver international airport.
Manag Inf Syst Q 24(3):417-447

Mubhr T (2008) Atlas.ti — the knowledge work-
bench, scientific software development.
Berlin

Nelson RR (2007) IT project management: in-
famous failures, classic mistakes, and best
practices. MIS Q Exec 6(2):67-78

Orlikowski WJ, Baroudi JJ (1991) Studying in-
formation technology in organizations: re-
search approaches and assumptions. Inf
Syst Res 2(1):1-28

Pongsiri N (2002) Regulation and public-
private partnerships. Int J Public Manag
15(6):487-495

Pothukuchi V, Damanpour F, Choi J, Chen
CC, Park SH (2002) National and organiza-
tional culture differences and international
joint venture performance. J Int Bus Stud
33(2):243-265

Rai A, Maruping LM, Venkatesh V (2009)
Offshore information systems project suc-
cess: the role of social embeddedness and
cultural characteristics. Manag Inf Syst Q
33(3):617-641

Business & Information Systems Engineering 3|2012

BISE — RESEARCH PAPER

Abstract

0.0liver Marschollek, Roman Beck

Alignment of Divergent
Organizational Cultures in IT
Public-Private Partnerships

The cooperation of public and private
sector organizations is a viable option
for decision makers in the public sec-
tor for improving information tech-
nology (IT) infrastructures, acquiring
innovation, and increasing manage-
ment know-how. Effective partnering
in public-private partnerships (PPP) is
difficult though, because the involved
stakeholder groups have divergent in-
terests and organizational cultures. Us-
ing institutional logics as meta-theo-
retical lens, this exploratory, interpre-
tive case study analyzes an IT PPP in
Germany. The results reveal public- and
private-side organizational culture dif-
ferences and how the partners aligned
their cultural differences by the devel-
opment and legitimization of a part-
nership norm as well as the necessary
partnership practices. The case analysis
also illustrates how public sector and
private sector organizations succeeded
with the transition of public sector
and private sector employees into a
partnership organization and the man-
agement of different organizational
cultures.

Keywords: IT public-private partner-
ships, Institutional logics, Case study
research
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