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AVOIDING BAD
COLLABORATION
Despite the belief that internal collaboration brings tremendous benefits
to an organisation, in reality it can just as easily undermine performance.
The trick lies in being able to spot, beforehand, whether a collaboration
will be worth the effort. Below, Morten Hansen explains how.

Working together across business units, tearing down
silos and pursuing a common goal sounds like the stuff
of which leading organisations are made. Who could
doubt that such collaborative zeal brings innovative
product development, sales-boosting cross-selling, and
the transfer of best practices?

Unfortunately my research has taught me that, as the
song goes, it ain’t necessarily so. As well as having the
capacity to create tremendous value, collaboration can
hugely undermine performance. 

Indeed, in one case study of 100 experienced sales
teams at an IT consulting firm (competing against such
high-powered rivals as IBM), I and co-researcher Matine
Haas of Wharton found that the greater the
collaboration (in help from other internal teams), the
worse the result (in contracts won).

In that exercise we found that experienced teams
generally did not learn as much from collaborating with
their peers as had been thought: whatever knowledge
they gained was outweighed by the time taken away
from their actual work on the proposal.

That is not to say that collaboration itself is to blame.
Rather, the fault lies in an inability to tell when working
together makes sense, and when it does not. The
following article therefore offers some guidance on what
collaboration really involves, a simple formula for
calculating when – and when not – to promote it, and a
case study of an organisation that first got its internal
collaboration wrong, learned the necessary lessons, and
then went on to do it right. 

Work out the net effect of a collaboration project
What business leaders need to do in this decision – as in
any other – is consider all the implications, good and
bad, and work out the net effect. The upsides of
collaboration, including those already stated, are many.
However, there are negatives to be taken into account
too.

One thing that many companies fail to anticipate is the
variety of conflicts that collaboration can bring – and
the associated costs that can arise from these. A cross-
business project team is likely to spend quite a bit of
time and effort resolving conflicts around goals,
budgets, division of work, resources, commitment, and
schedules.
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Another frequently overlooked aspect of collaboration is
the opportunity cost – ie the cash flow sacrificed by
dedicating time, effort and resources to the
collaboration rather than to another (probably non-
collaborative) project elsewhere.

And in addition to failing to recognise these downsides,
business leaders often place a mistakenly high value on
the expected results of collaboration initiatives. In an
ongoing collaborative initiative, for example, when a
team’s work appears to be a model of collaboration –
the parties freely sharing resources and cooperating – it
is easy to overlook the fact that the work may actually
be generating little value for the company.

Calculate the collaboration premium
So, given that collaboration is not automatically the
best way forward on any given project, how can
organisations tell good collaboration opportunities from
bad? My solution for assessing the advisability of a
proposed collaboration is to work out beforehand
whether it is likely to yield a ‘collaboration premium’ –
where that premium represents the difference between
the projected financial return on the exercise, and the
sum of the expected costs. In other words:

Collaboration premium = Projected return –
(opportunity cost + collaboration costs)

In this equation, ‘projected return’ is the cash flow the
project is expected to generate; ‘opportunity cost’ is the
cash flow lost by diverting energies from other activities;
and collaboration costs are those associated with

working across organisational boundaries – ie across
business units, functional groups, sales offices, country
subsidiaries and manufacturing sites – with the
associated increase in travel, co-ordination of meetings
and work, argument over objectives, and sharing of
information. 

Calculating the potential collaboration costs is far from
easy – they are almost impossible to quantify exactly,
especially before the project has begun. But with work it
is possible to arrive at a fair estimation of their size. And
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Figure 1    FIRST CHECK THE LIKELY COLLABORATION COSTS 

Go through this two-part assessment before deciding to
undertake a cross-business collaboration project. Score each item
according to your answer: Not at all = 1; To some degree = 2;
Very much so = 3; NA (not applicable).

Assess the magnitude of conflict in a cross-business project –
ahead of time

1. Goal conflict – people from different units that will participate
in the cross-business project are likely to disagree about the
goals of the project. 

2. Budget conflict – people from different units are likely to
disagree about the budget for the project. 

3. Division of work conflict – people from different units are
likely to disagree about who should be responsible for what. 

4. Resource conflict – people from different units are likely to be
reluctant to share their resources for the project (including
people, technologies, access to customers, distribution etc).

5. Commitment conflict – people from different units are likely
to have different degrees of commitment to the project.

6. Schedule conflict – people from different units are likely to
disagree about the project’s schedule and milestones. 

If you score 3 on several of these, then this collaboration project
is likely to have a high degree of conflict, which in turn will
increase collaboration costs. 

Assess likely collaboration costs

1. Conflict resolution – the cross-business project team is
likely to spend quite a bit of time and effort resolving
conflicts around goals, budgets, division of work,
resources, commitment, and schedules. 

2. Delays – we should anticipate delays in completion of the
project due to likely conflicts in the cross-business team.

3. Budget overruns – we should expect budget overruns due
the likely conflicts in the cross-business team.

4. Lower quality – we should anticipate that the quality of
the output from the team will be lower because of the
likely conflicts in the team (less innovative solutions,
more errors, less solid work, reduced reliability). 

5. Lost sales – we should expect that estimated sales
resulting from the project will be lower due to likely
conflicts in the team. 

6. Fewer cost savings – we should anticipate that the team
will come up with fewer costs savings due to the likely
conflicts in the team. 

If you score 3 on several of these, collaboration costs will be
high. For each item, you can also try to quantify the lost
cash – the extra money spent on the project, the lost sales
and lack of cost savings.
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since these costs can undermine the whole project, it
seems worth the effort. (See Figure 1, page 11, for a
framework for assessing collaboration costs.)

If, having done this assessment, made your best
estimate of the collaboration costs, and have confidence
that the collaboration will create value, go ahead –
bearing in mind the checklist in Figure 2, opposite.

If, on the other hand, the collaboration premium is
negligible – or even negative (ie a collaboration
penalty) – then collaboration should definitely not be
embarked upon, as the first half of the following case
study shows.

CASE STUDY

When collaboration fails
When the UK government warned in 1996 that ‘mad
cow disease’ could be transferred to humans through
beef consumption, food companies were forced to
think of their vulnerability to risk. This led Norwegian
risk management services firm Det Norske Veritas
(DNV) to consider the opportunity this presented for
advising food companies on their food safety risk.

Hence in 2002 DNV began developing such a food
safety risk management service, involving
collaboration between its standards certification unit
(which had recently created a practice inspecting large
food company production chains) and its risk
management consulting unit (which had also started
to focus on what it perceived as the growth area of
helping food companies reduce risk in their supply
chains and production). The project would combine
the expertise, resources, and customer base of the two.

The initial projections for a joint effort were
promising – indicating that if the two businesses
operated separately, they could increase revenue by
50% from 2004 to 2008, but if they collaborated,
cross-marketing their services to each other’s clients,
they could realise growth of 200%. The projected net
cash flow from the joint effort would be $40m. (This
and other DNV financial figures, though altered here
for competitive reasons, are representative relative to
one another.)

The initiative was launched in 2003, run by a cross-unit
team charged with cross-selling the two types of services
and jointly developing new client relationships with
food companies.

However, the group had trouble capitalising on what
seemed like a golden opportunity. True, individual
business unit revenue from areas where the existing
businesses had been strong – such as Norway for
consulting services, and Italy for certification –
continued to grow, exceeding projections in 2004. But
there was little cross pollination between the two units
that produced new business in those markets.
Furthermore, the cross-unit team could make little
progress in the other targeted markets, Benelux and the
United Kingdom – particularly disappointing given the
strong ties the certification group had established with
UK food regulators in the years following the outbreak
of mad cow disease. 

Further, as new business failed to materialise, the
consulting group, which was under pressure from
headquarters to improve its overall results in the near
term, began shifting its focus from the food industry to
the other sectors it had earlier targeted for growth. The
certification group continued to make the food industry
a priority, but the consulting group’s pull back from
food undermined the efforts of the joint initiative. In
2005, with the two practices’ combined food industry
revenue lagging behind projections, DNV abandoned
the joint food industry initiative, which it had launched
with such optimism only two years before.

Some fundamental mistakes
The organisation had made some fundamental
mistakes. Although it did not fall into the common trap
of overestimating the projects financial return, it did fail
to calculate two kinds of cost.

First, it failed to investigate the opportunity cost of what
might have been achieved by other DNV activities such
as its IT, healthcare and government consulting services
(either in collaborative or non-collaborative projects)
had the joint food risk services project not been
pursued.

Further, DNV failed to anticipate that as the chosen
project went forward there would be the collaboration

If the collaboration premium is
negligible – or even negative (ie a
collaboration penalty) – then
collaboration should definitely not
be embarked upon
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costs of mistrust between the two parties, including a
mutual resistance to opening up their customer bases
for cross-selling... a recipe for disaster in a collaborative
effort.

How to get it right
Yet that was not the end of DNV’s story. Several
months after the firm abandoned the cross-unit food
safety initiative in late 2005, Henrik Madsen was
named CEO. He believed there was still an
opportunity to enhance performance through
collaboration at the traditionally decentralised DNV. 

Madsen quickly reorganised the firm into four market-
oriented business units and began looking for
collaboration opportunities. His executive committee
did a systematic evaluation, going through the 12
possible pairings of the business units in order to
gauge the collaboration potential of each. Each unit
was asked two questions: 1) “What services do you
offer that the other units can sell to their customers?”;
and
2) “What valuable customer relations do you have that
the other units can use to sell their services?”

Methodically proceeding through this inquiry, Madsen
and his top team identified nine likely opportunities
for cross-selling. (The team’s pairwise analysis also
revealed something else at least as important: a few
empty boxes. These unit-to-unit pairings did not offer
real opportunities for collaboration – an insight that
would prevent wasted collaborative efforts.) 

This disciplined process, besides identifying
opportunities for cross-unit collaboration, prompted
the team to assess the potential financial return of
each. These projected returns of the different pairing
opportunities helped the team prioritise the options
and assess the opportunity cost of choosing to move
ahead with one initiative instead another. Based on
these factors, along with an assessment of the likely
collaboration costs of each option, the company
launched a new round of collaboration initiatives.
Some have already yielded positive financial results. 

One such success is the initiative involving DNV's
maritime and IT risk management consultancy
businesses. This has already resulted in the IT unit

winning business from a large cruise ship operator – a
longtime customer of the maritime side – on
development of information systems on a massive
cruise ship. 

In pursuing such opportunities, DNV has worked to
reduce some of the typical costs of collaboration. Annie
Combelles, chief operating officer of the IT business,
says it was obvious there was a market for her unit’s
services among customers of the maritime and energy
units. To reduce potential collaboration costs, she
appointed a business development manager who had
worked at DNV for 12 years, including a stint in the
maritime group, and who had a broad personal network
within DNV. This made him a trusted and
knowledgeable liaison point. 

At the same time, Combelles moved cautiously in trying
to capitalise on collaborative opportunities. The
maritime unit did not want to jeopardise its own
valuable relationship with the company, so the IT unit
initially proposed a risk assessment project in non-vital
areas of the ship.

This identified 30 risks, including three that came as a
surprise to the cruise company. This successful project
led to another engagement, this one involving the so-
called vital areas of the ship, such as the power
management and positioning systems. 

The IT group also benefited from DNV’s introduction of
key performance indicators for cross-business activities,
which encouraged collaboration efforts by setting
specific targets for units to meet in such areas as joint
sales efforts. 

DNV’s renewed and revised effort to encourage cross-
unit collaboration is a work in progress but has
produced some concrete results. In 2008, the portion of
the IT unit’s sales that came from cross-unit
collaboration went from almost nothing to 5%. The
group’s budget envisioned that rising to 12% in 2010
and to 30% eventually. ■

Figure 2    A CHECK LIST FOR GETTING A COLLABORATION RIGHT 

1. Determine the business case for collaboration. Compute the
collaboration premium. If it is not positive, do not go ahead. 

2. Establish a crisp, compelling goal. What exactly are you trying to
achieve together with the project? Articulate it in one sentence, with
a measurable target and deadline. Make sure all parties in the
collaboration buy into it. 

3. Align incentives. Make sure that everyone who is involved in the
collaboration is evaluated on the basis of how well they do in this
project. Ensure that these evaluations (good or bad) have
consequences. 

4. Agree on responsibilities and resources. Which parties to the
collaboration will be doing what, by when? Will they commit
enough resources for this?

5. Organise communication efficiently. Avoid too many meetings. Keep
meetings and phone calls short. Use new information technology
(Web 2.0) tools such as blogs and document-sharing systems for
efficiency.


