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The National Museum of
Australia, due to open in
Canberra on 12 March 2001
at a cost of approximately
$155 million, is the
Commonwealth’s flagship
for the Centenary of
Federation celebrations. The
museum will be collocated
with the Australian Institute
of Aboriginal and Torres
Strait Islander Studies on
what was the site of the old
Royal Canberra Hospital.

Our industry suffers from a
fundamental lack of trust. We start
with the idea that all the other guys —
client, designer, contractor — are out
to do us down. Our response is a
response, a contract, that is not about
quality outcomes but about how to
beat the 40 thieves.

The consequences are:

* clients don’t get the product
they want, when they want it;

¢ designers see good ideas turned
into bad buildings, with a
miserable fee;

* contractors have to use their
skills making claims instead of
making a decent job;

e the lawyers get rich.
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We went wrong a long time ago when
we opted for a system constructed on
these principles:

» Assurne all the other guys are
crooks or, at the very least,
incompetent.

* If anyone else gets something
out of this job it will be at my
expense.

* Focus on penalties for the bad,
not rewards for the good.

Let’s look at those three principles.

While I have just agreed that we have
too many rotten eggs, the fact remains
most of the players in our game are
fundamentally not crooks and
prequalification isn’t that difficult.

=



Now my second principle of today’s
system, ‘if you win I lose’. Wouldn't it
pe better if it was like good sex -
mutual satisfaction for a win-win.

The fact is that every construction job
starts with a simple objective: fulfil the
sieed of the client on a value-for-
money basis

The thinking that converts that to “you
win I lose’ breaks into three pieces:

The client says all I am on about is
the cheapest tender price;
forget utility, forget time, forget
quality, forget life cycle cost.

The designer says the client wants
an impossibly low fee so forget
working to find the best
solution of client need - it'll
have to be the first one I think
of.

The contractor says I can only win
this job if I forget a profit
margin in my contract price -
so beef up the claims
department and to hell with
the interests of the subbies.

The outcome is absolutely predictable
and the simple objective we started
with is not met in any sense. Everyone
loses.

Which brings me to the third principle
— penalties instead of rewards.

Read any of our standard contracts
and they are jam-packed with clauses
about the pain you will suffer for poor
performance, but where are the
clauses which cover the pat on the
back or the cheque in the bank for
exceptional performance?

You don’t have to be Einstein to know
that the promise of reward is a more
powerful motivator of good behaviour
than the threat of punishment.

[n my view, the fact that very many of
our construction projects deliver the
Zlient’s need on a value-for-money

basis is in spite of the formal system
not because of it.

In truth we have a large volume of
relationship contracting. We sign
tough contracts but then all the parties
put them in the bottom drawer and
get on with the job.

Of course we all know that our
industry has a major problem with the
way we do business. The trouble is
that there has been more talk than you
get even in parliament, but not much
more effective action than you get in
the same place.

The Australian Constructors
Association has produced a thoughtful
and, I believe, valuable document on
relationship contracting.

The Property Council is, I think, a firm
supporter of the principles that lie
behind the relationship concept. If you
look af the new PCA standard contract
you might not think that — but that
contract is intended, from a client
perspective, to deal with the
framework we have — not the one we
should have.

The associations of the various design
professions have nibbled at the edges
of our common problems but in an
essentially reactive way. However, |
suspect that there is some momentum
developing to accept radical change.

The financiers have remained
essentially passive. One of our long-
standing mistakes is not to have
brought them in as active players in
the search for industry reform.

So I'm an advocate of action — an
advocate of a basic change in the way
all the industry players relate to one
another. ’

I'begin by putting to you that the
ultimate heart of the issue is attitudes.

All of the changes that we are trying in
our formal frameworks will fail if we

don’t genuinely think differently. That
change of thinking has to be by all the
players and at every level.

It is just as important that the claims
manager, the junior labourer, the
receptionist, the just-graduated
architect, genuinely believe we are one
team working to a common objective
as it is to have the managing director
convinced.

Culture change in any business is
enormously difficult but, as many
have found, immensely rewarding.

To have any hope of achieving this
change we need two things:

First, a real conviction among industry
leaders that our emphasis on
confrontation is bad business and that
cooperation cah be good business.
That conviction has to be based on real
world experience and real world
dollars - not just the warm feeling of
all mates together.

Second, a contractual and operating
framework which builds on shared
objectives and delivers visible,
measurable rewards for performance -
together with viable, understandable
bases for managing and sharing risk.

Alliancing is a formalised approach to
these concepts. It is about putting the
concepts of relationship contracting
into a practical framework for a real
project. In practical terms full
alliancing is only suitable for large
projects say, of the order of $100
million plus.

I'want to make some points about the
issues of principle that have emerged
in our practical experience with the
National Museum of Australia.

The first, and without doubt, the most
critical is attitudes. The only sure
foundation for an alliance is a genuine
commitment by all the players to the

[

How the National Museum of Australia will look from Canberra’s Commonwealth Avenue Bridge.
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achievement of a common set of objectives.

It follows that the selection of the players, which is a client
responsibility, absolutely must focus on the mind-set, the
philosophy, the skill sets, the demonstrated performance of
potential parties. That process is difficult, time-consuming
and expensive for the client and for what I will call bidders.

What needs to be understood is that, at that point, what is
being bid is not price but quality of performance.

What also needs to be understood is that this selection
process should apply not just to a head contractor but to all
the critical players - architects, engineers, services
contractors and maybe others.

A proper alliance is not just client/ contractor but one of all
those parties.

In the case of the National Museum, the architects had to be
selected by a different and earlier process. As a

consequence there was an extra layer of complexity in
settling the risk /reward content of the Alliance, so as to
accommodate existing fee expectations. I cannot
overemphasise the importance of the partner selection
process and I would not want to underestimate the
difficulty and cost of doing it properly and fairly.

You may say all this about selection and attitudes is well
and good but what about money?

There are some basic concepts:

* First, the process is absolutely transparent, open
book in respect of all costs. ’

* Second, that transparency applies to overheads and
profit margins for all the players. In the National
Museum case the profit margins offered by each
player were independently tested against industry
norms and audited against margins included in
other tenders by the relevant players.

¢ Third, the client having established its own budget
and obtained independent pricing advice, the
Alliance team, which includes the client,
establishes what we called a Target Outcome Cost.

* Fourth, the TOC is the monetary basis for
determining rewards for exceptional performance
and the way in which pain is borne for
unsatisfactory performance.

* Fifth, there are extensive written quality
benchmarks to measure performance; quality in
this sense is not just physical quality of
construction but everything which bears upon the
meeting of the client objective.

Those five concepts are all about building trust through
transparency and about a visible, workable reward
system.

As to trust, [ commend to you a recent report with the
rather long title, Building Relationship Capital in High Risk
Conditions Through Workable Trust. While it is directed to
mergers and reorganisations it is a first-class analysis of
how to build trust in the face of the human condition where
mistrust is always there first.

Getting the concepts right is not that difficult. As always
the devil is in the detail.

How do you settle the target outcome cost? How do you
agree the performance quality benchmarks and how they
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are to be measured? How do you negotiate the dollar basis
of the reward package and the dollar basis of risk sharing?
And, indeed, how do you identify the risks? None of those
things are easy.

Now I come to the vital issue of dispute resolution.

There are two aspects of what I loosely label disputes. First,
there is the solution of construction problems - unexpected
ground conditions as an example. Second, what should be
very rare in a properly constructed alliance, is the
traditional contract dispute. The alliancing approach to
these challenges rests on two principles:

The whole project is ultimately managed by the alliance
leadership team, and all the alliance partners are
represented on the team. The responsibility for problem
resolution rests with the leadership team and the members
are committed to unanimously reaching the best solution
for each problem — and best is best for the project, not an
individual party.

The incentive to work that way is that every party shares
the benefit of a good outcome or the pain of a bad one. The
control element is that nearly all the parties are construction
people and can instantly pick a poor performer or, heaven
forbid, a dishonest one.

The second principle is that an alliance contract effectively
bans litigation. Almost the sole exception is that the client
can terminate on the grounds of wilful negligence.

It follows that the structuring of the actual alliance contract
is a big challenge. You need a commercially smart lawyer
who understands the constiuction business and is
genuinely responsive to alliancing concepts.

At this stage of alliancing development those lawyers are
pretty thin on the ground and, for a while, that may be a
problem.

There is one problem we haven't really solved. It's how to
get the workforce involved. If we are to reap all the
potential benefits of trust building, problem solving and
reward sharing, we need the guys and girls doing the
physical work to be players.

Government sees benefits in
improving disabled access

The Commonwealth Government believes Australia can
cash in on tourism by disabled people whose awareness of
Australia is triggered by the Olympic and Paralympic
Games next year.

The Department of Family and Community Services has
developed a Gold Medal Disability Strategy which will be
launched next month.

It is looking at improving access for disabled people in the
areas of premises, employment, transport and tourism.

The strategy aims to increase knowledge of the access
needs of people with disabilities in the four target areas and
to use the Olympic and Paralympic Games to create
opportunities to improve access.

The government believes that people with disabilities are a
major untapped market and that recent research indicates
that the market will continue to grow.

Benefits will not be limited to the disabled, the government
says. Improving access will also benefit many older people
and people with young children in prams and pushers.



