
 
 

Project alliancing – not a universal panacea 
 
Article for Engineers Australia (EA) IEAust_Alliancing500_jp&jr_09Jun2005_B.doc 
 
Authors: 
John Purcell is a Chartered Professional Engineer and an Associate of PCI. 
Jim Ross is a Chartered Professional Engineer and a Director of PCI. 
 
 
Although there is an ever-increasing number of project alliances that have reported very 
good to exceptional outcomes (often under quite challenging circumstances) the decision 
to use an alliance should not be taken lightly. Project Control International Pty Ltd (PCI) 
has been responsible for guiding the establishment of many large and successful project 
alliances in a variety of industry sectors across Australia and New Zealand over the 
last few years.  
 
This experience has led to a strong belief that even though alliances have enjoyed a 
particularly good track record to date, they should always be used for the right reasons 
with a full understanding of the principles and only under appropriate circumstances.  
 
Whilst a properly established and supported alliance should never fail to deliver good 
outcomes, it is important to understand the level of investment and commitment that is 
required to make alliances work and the circumstances under which they are likely to 
yield better value for money compared to other forms of delivery. 
 
A recent trend observed by PCI is increased interest in alliancing as a means of attracting 
industry participation at a time when resources are in very high demand. Whilst there 
may be some merit in logic to this approach, PCI believes that this alone is not sufficient 
reason to use an alliance and may even increase the risk of using an alliance!.  
 
The logic for using an alliance may seem so self-evident that the participants embark on 
the alliance without sufficient understanding of or commitment to what it actually takes 
to make it work. In this situation, the participants when facing the tough issues (eg. 
agreeing the cost and other targets) may revert to very “business-as-usual” type 



negotiation behaviours rather than the principle-based approach that is necessary to 
establish the right psychological foundation for a high performance alliance. 
 
The optimum project delivery strategy should only be determined after development of 
the project business case and informed assessment of how well potential delivery options 
are likely to: 

• Achieve project objectives (both cost and non-cost) 
• Deliver optimum value for money 
• Manage risks effectively, and 
• Maximise potential opportunities. 

 
There are no hard and fast rules for when and when not to use an alliance. One of the 
essential criteria is that all members of the alliance are well prepared and “ready” to 
participate in this unconventional project delivery environment. In this respect, PCI has 
seen risks increase significantly when there is no structured or well conceived process for 
preparing the owner’s organisation and selecting alliance partners. 
 
As a guide, project alliances may be suitable where: 

• Risks and opportunities are likely to be best managed collectively (as opposed to 
being allocated to one party “best able” to manage); 

• Complex, difficult or fast-tracked projects where the scope cannot be fully 
specified upfront or the delivery environment is complex or likely to change 
over the life of the project; 

• There is likely to be complex interactions with stakeholders around and outside 
of the alliance; 

• Potential industry participants place great value on their reputation and value a 
long-term relationship with the owner,, and 

• The project is large enough to justify the significant upfront investments of 
senior management time, project resources and specialist advisers. 

 
Above all else, the owner (at both project and corporate level) must have a good 
understanding of the principles and practice of alliancing1 and be absolutely committed 
to its choice of an alliance model as the best way of optimising its business outcomes. 
 
As with any other potential delivery strategy, alliancing provides no absolute guarantee 
of optimum value for money. Selection of an alliance for the wrong reasons or without 
sufficiently understanding of the key drivers for success (and potential downside risks) 
can significantly increase the chance of disappointment or disillusionment. 
 
However when applied under the right circumstances, alliancing is a proven and powerful 
means of overcoming adversity and achieving outstanding outcomes. It deserves serious 
consideration in situations where more conventional contract strategies are less likely to 
achieve the owner’s desired outcomes from the project. 
 
1 For a detailed introduction to the principles and practices of project alliancing see Ross, J. 
(2003) Introduction to Project Alliancing. [Available for download from www.pci.d2g.com.] 
 


