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PROJECT ALLIANCES – A FRESH START 

By 

Peter Trueman, BSc, BE (Hons), MIEAust, CPEng, MAIPM, Director Operations, Evans & Peck, Page 
(Singapore) 

Synopsis 

Success on a project should be assessed based on the achievement of objectives, where possible measured 
against quantifiable success criteria.  Many major capital works projects, particularly in the public sector, are 
delivered in accordance with convention rather than in the best way to achieve the objectives. Accordingly only 
limited success is achieved in areas such as financial performance, on-time completion, safety and environmental 
outcomes.  At the same time, many projects become mired in disputes and costly arbitration or litigation due to 
unclear allocations of risk, unfair or iniquitous contract terms and management practices or a failure to 
adequately consider issues that may prevent the successful achievement of the desired objectives. 

A Project Alliance is an alternative procurement process that has so far proven to be successful in major public 
projects in Australia and other countries. Starting in the oil and gas industry more than a decade ago, Project 
Alliances were developed by ignoring then conventional construction practice and instead focusing explicitly on 
the achievement of objectives and issues that prevented such achievement. 

Project Alliances have the added benefit of being an ideal vehicle for education and knowledge transfer so could 
be of considerable benefit in developing countries. 

This paper describes project Alliances in plain English and, using recent examples from the authors’ knowledge 
and experience, discusses their success. 

 
1 INTRODUCTION 

All of those involved in formulating the delivery of 
major public projects including in the developing 
world should be interested in giving their projects the 
best possible opportunity to succeed. 

In many jurisdictions in the developing and the 
developed world, whether because of government 
policy, tradition, vested interests or for other reasons, 
project shapers are constrained, sometimes heavily 
constrained by pre-defined delivery processes that can 
prevent optimised project outcomes. Such processes 
might include rigid procurement methods, regulations 
that require the designer to also administer the 
Contract, forms of Contract, particular clauses in 
Contracts, insufficient site investigation, design 
carried out before construction that is rendered 
obsolete by construction methods and in any number 
of other ways. 

Projects in the 21st century are being subjected to 
influences and risks that are very different to those 
faced only a few years ago. These include increased 
scrutiny from regulators, alternative finance 
arrangements, much more community pressure, much 
more stringent environmental controls, electronic 
documentation and much increased insurance costs. 

At the same time, a long term upward trend in the 
demand for project development and an ever-
increasing desire for improved efficiency are causing 
at least parts of the project development industry to 
seek less wasteful, more efficient means of project 
delivery. 

The Project Alliance delivery method was established 
in the early 1990’s with the explicit aim of developing 
every aspect of a project in such a way that it 
optimises the project’s success, recognising the 
essential role that designers, technical experts, 
constructors, suppliers, owners, regulators and all 
other stakeholders play. As an approach to project 
delivery, it gives key project participants real 
incentive to work together to manage the changing 
influences and risks in the best possible way.     

This Paper describes this approach, why it works, the 
issues faced and its appropriateness for projects in 
developing countries. 

2 OBJECTIVES FOR THE DELIVERY 
OF PROJECTS 

To determine whether a project has been delivered 
successfully, it is necessary to measure the project 
performance against success criteria. The two most 
obvious success criteria are whether the project was 
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completed on time and on budget. There are always 
other, equally important success criteria. These can 
relate only to the finished product but can also relate 
to both the process of delivery and the post-
completion operation. The success criteria for projects 
throughout the world, particularly for public projects, 
are changing rapidly, under the influences of such 
factors as sociological change, availability of funds, 
corporate governance requirements and increased 
awareness of environmental issues. 

The project outcomes being sought in private projects 
are generally optimum life cycle financial return and 
cash flow. The way that most projects develop is that 
a set of more specific proxies for these objectives are 
developed generally defining: 

• Scope; 

• Time limits; 

• Budget(s);  

• Quality requirements; 

• Safety requirements; and 

• Functionality requirements. 

These proxy objectives are generally used to define 
success because a feasibility investigation, carried out 
prior to the decision to proceed with the project, has 
determined that the project as defined by these 
proxies stands the best chance of success in achieving 
the underlying aims. 

Other objectives that are often equally important in 
public projects include: 

• Requirements that the process of delivering 
the project does not alienate the community 
and is environmentally acceptable; 

• Environmental performance of the 
completed facility; 

• Community satisfaction with the completed 
facility; 

• Other economic outcomes, such as traffic, 
waste generated, noise etc; and 

• Government reputation. 

To understand the importance of these objectives 
other than cost and time, we need look no further than 
the water and waste water industry throughout the 
developing world, where the majority of larger scale 
projects are seen as unsuccessful by many 
stakeholders, to the extent that very little of this 
essential work is proceeding. 

If the delivery of the project does not adequately meet 
the relevant objectives, then the project would be seen 

as having been unsuccessful. It stands to reason 
therefore that any decision through the life cycle of a 
project should be measured against its effects on these 
objectives. 

On that basis, a suitable commercial framework 
should provide the optimum environment for the 
achievement of the objectives for the project. 

The approach to selecting the preferred form of 
delivery should be based on: 

• A clear understanding and description of 
the Project objectives;  

• The risks and opportunities inherent in 
those objectives;  

• The project scope of works; 

• Any required delivery processes (timing 
for payments, probity requirements, etc); and 

• The strengths and capabilities of the 
sponsoring entity and the structure of the 
industry from whom services are sought. 

This is illustrated below: 

RISK ASSESSMENT & RESPONSES

PROJECT OBJECTIVES
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Figure 1 – Process for Establishment of Project 
Commercial Framework 

An appropriate commercial framework must 
encompass the various objectives of all stakeholders, 
to ensure that suitable drivers for success are put in 
place.  

Conversely, there are many, consistent reasons for 
projects failing to meet their objectives. Many of 
these relate to a lack of analysis of how to deliver the 
project such that it does succeed. In particular, the 
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“shoe-horning” of projects into traditional, adversarial 
delivery structures and the cost consequences and 
behaviours that ensue can cause major difficulties, 
particularly in larger, more risky public projects. 

3  CONVENTIONAL PROJECT 
DELIVERY METHODS 

Those involved in the delivery of capital works 
projects will be familiar with traditional forms of 
delivery and the issues that these face. Whilst not 
intended as a thorough analysis, the table below 
provides a brief description of the general categories 
of such forms of delivery. 

Traditional design then construct under fixed price lump sum 
Contract 

 Circumstances 
when used 

Well defined work where most of the risk 
arises due to the Contractor’s work and not 
as a result of the existing site and the 
conditions imposed on the Constructor by 
the Principal. 

Usually involves one or more independent 
design consultants employed directly by the 
Principal and a notionally independent 
Contract “Superintendent” or assessor. 

In some jurisdictions in Asia, this form of 
delivery is used in almost all 
circumstances. 

 Issues There is direct conflict between the 
objectives for the Principal and the 
Contractors.  

There is often inherent conflict of interest 
between consultants’ design roles and their 
quasi-independent assessment roles (for 
example in assessing variation claims as a 
result of their own design errors). 

There is often inherent conflict of interest 
between the roles of employees of agencies 
as officers of the agency and quasi-
independent parties under the Contract (for 
example in assessing variation claims as a 
result of ill-defined scope or delays in their 
own decision-making). 

When the scope is not well defined or the 
scope is subject to change for reasons 
beyond the control of the Contractor, costs 
and time traditionally overrun. This is the 
main source of dispute in these forms of 
delivery. 

There is often significant design change 
when construction methods supersede the 
documented design. This is wasteful and 
often causes dispute. 

Traditional design then construct under Cost Plus 
Construction 

 Circumstances 
when used 

As above, except that the Principal carries 
all net cost, quantity and productivity risk. 

Often used by Government entities when 

an internal division is undertaking the 
work. 

Often used in developing countries. 

Used for some ongoing works programs 
where overhead rates are pre-agreed. 

Also used, although infrequently, for urgent 
work. 

 Issues The Contractor effectively has an incentive 
to spend as much money as possible. The 
work therefore requires significant 
management resources from the Principal 
to control the scope. 

Traditional design then construct under Schedule of Rates 
Construction 

 Circumstances 
when used 

As above, except that the Principal carries 
all quantity risk. 

Also used for ongoing programmes of work 
where rates have been agreed in advance 
with pre-selected Contractors (Housing, 
Public Works, ongoing infrastructure 
maintenance works). 

 Issues The agreed rates often will not reflect the 
actual work that is to be undertaken, 
requiring negotiation of new rates. This 
often leads to dispute. 

The Contractor has an incentive to increase 
the scope as much as possible requiring the 
Principal to provide resources to manage 
this risk. 

Design and Construct (Design and Build) 

 Circumstances 
when used 

Work can be delivered based on a brief 
rather than detailed documentation, where 
the Principal wants to start quickly and is 
less concerned with design detail. Often 
used for major civil works. 

Contractor undertakes all design and 
construction in accordance with the brief, 
usually by Subcontracting the design work. 

Of particular benefit where the work 
method may have a substantial bearing on 
the design, such as in dams or large 
bridges. 

 Issues Where the scope is unclear, there is often 
dispute either as a result of work that is 
perceived to be substandard or as a result of 
claims for additional costs and delays. 

Contractor is incentivised to reduce scope 
and quality as much as possible within the 
brief. 

Design, Construct and Maintain (Maintenance up to 10 years) 

 Circumstances 
when used 

As above, except that the incentive to cut 
quality is offset by making the Contractor 
responsible for medium to long term 
maintenance. 

 Issues As above, except that there is more likely 
to be cost and time dispute than a reduction 
in quality, because of the Contractor’s long 
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term responsibility to maintain the work. 

Build Own Operate (and Transfer) and Concessions 

 Circumstances 
when used 

Used for private funding of projects, where 
private development, ownership and 
management is of interest to governments 
and private investors. 

 Issues There are often issues regarding the quality 
of the work and large variations as a result 
of scope changes due to regulatory 
processes where the Principal’s leverage to 
negotiate is small. 
The issues relate more to how the Agency 
can or should fund the project than to 
potential cost, time or quality impacts. 
Having responsibility for finance can drive 
increased levels of innovation in public 
delivery. 
It is always a significant challenge for the 
Agency to properly receive the benefit of 
the value in the scheme throughout its life 
cycle. 
In developing countries, sovereign and 
political risks have a considerable impact 
on project success. 

In developing countries there has been 
evidence of windfall profit taking by 
developed world proponents, to the extent 
that private ownership of some types of 
public infrastructure is unacceptable in 
many jurisdictions. 

Many community stakeholders have in 
principle objections to private ownership of 
essential services.  

The fixed price lump sum delivery method – either 
fully documented or design and construct - is the most 
widely used in larger projects. This approach relies on 
detailed planning to define the success parameters and 
the transfer of risk as a means of ensuring that any 
failure to meet objectives is somebody else’s 
problem. The works are often built around standard 
forms of Contract.  

For typical projects over the last 70 to 80 years that 
have been delivered conventionally, where the scope 
and the delivery parameters are well defined, 
outcomes have generally been adequate or better. 
Since the 1980’s, as projects have been subject to 
greater outside scrutiny, new parameters and greater 
external risks, many conventionally delivered 
projects, particularly larger projects, have been less 
successful. Reasons for this have included:  

1. Unclear documentation of scope, outcome 
requirements, risk responsibility and project 
processes, impeding a proper understanding of 
the project by all parties; 

2. Inappropriate risk transfer – either priced too 
high, because industry is less able to manage, 

or under-priced leading to delays, cost 
overruns, contractor defaults, community 
dissatisfaction and/or disputes; 

3. Ineffective risk transfer, for example as a 
result of action by Contractors outside of the 
Contract, through combinations of risk events 
or due to Contractor default; 

4. An inability or unwillingness of the 
participants to face the consequences of 
unintended or unexpected events;  

5. As an outcome of the opposing objectives of 
the various parties involved, a breakdown of 
trust that worsens over the life of the project, 
inhibiting delivery performance; 

6. Delays, cost overruns and disputes due to 
conflicts of interest, for example between the 
notionally independent certifying roles and 
responsibilities to owners or design 
consultancies; 

7. Interface issues between multiple head 
Contracts; 

8. Political and/or international regulatory 
interference that affects funding, timing, scope 
and construction process requirements; 

9. Changes in standards, internationally or within 
the project jurisdiction, over the life of the 
project; 

10. A lack of visibility to design and/or 
construction participants, such as international 
parties, resulting in ambiguities between 
parties, lack of interest from parties with 
appropriate expertise, disputes and political 
fallout; and 

11. The level of influence of community groups, 
the press, independent bodies, NGO’s, 
financiers and insurers such that major, 
unforeseen changes, delays and cost overruns 
have occurred. 

Without careful planning, traditional risk transfer 
contracting arrangements can cause these types of 
problems through the “win:lose” nature of the 
arrangement. Moreover, when projects are subject to 
significant external or internal disruption as a result of 
such problems, traditional delivery methods generally 
lack the flexibility to effectively manage unforeseen 
events or outcomes of events. The effect is that 
objectives are not effectively met.  

Looking into the future, it is clear that major projects 
will continue to change. They will often be larger, 
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particularly in the areas of greatest need - in 
megacities such as Jakarta, Mumbai, Manilla and 
Shanghai. There will be more, better informed 
stakeholders. Political issues will become more 
impactful, particularly in jurisdictions subject to more 
open press and increasing levels of democratisation. 
The risk management requirements of regulators, 
financiers, Governments and insurers will continue to 
increase. Such influences will change over the lives of 
larger projects, preventing clear planning and shaping 
in advance and instead requiring more dynamic 
means of reacting to situations over the life of the 
project. 

4 PROJECT ALLIANCES 

4.1 Background and Definition 

The oil and gas industry develops many major 
projects that test industry’s ability to successfully 
deliver as a result of: 

1. The complexity and volatility of projects and 
their environments; 

2. The extent to which technology is state-of-the-
art and involves research and development; 

3. The presence of external factors such as 
government regulations and the physical 
environment, constraining management; 

4. The extent to which size (physical, manpower, 
financial) exceeds a previously established 
threshold for the industry, technology or 
enterprise; 

5. The extent to which the project must interface 
and coexist with an existing, operating facility; 
and 

6. The extent to which the project is aiming to set 
new benchmarks for early completion. 

In the early 1990’s, in response to endemic problems 
in delivering its projects, the oil and gas industry 
identified that the root cause of many of the problems 
was the entrenched “master-slave” culture that existed 
between Owners, Suppliers and Contractors including 
the adversarial nature and management of the 
agreements and the lack of trust that this engendered. 
To avoid cost and time overruns, Project Alliances in 
their current form were therefore developed to align 
the objectives of the Owner, Contractors and other 
delivery parties by moving as far away as possible 
from the potentially adversarial approach of 
traditional contracting such that all decisions are 
made for the benefit of the project in an endeavour to: 

• Complete large, complex projects on time 
and within budget; 

• Reduce or avoid altogether disputes and 
litigation between the parties; 

• Encourage better quality outcomes and 
innovation; 

• Avoid wasted management effort involved 
in two parties concentrating on their “side” of 
the Contracts, rather than the project; 

• Allow large, complex projects to start 
quickly; and 

• As a reasonable basis for negotiation with 
the holders / developers of unique technology. 

The types of projects, the issues faced and the root 
causes of the problems experienced by the oil and gas 
industry, that led to the development of Project 
Alliances, have many similarities with contemporary 
major public projects. 

The Project Alliance is structured completely 
differently from conventional project delivery 
Contracts, management arrangements and risk 
allocations. Generally the Alliance is established 
based on a single Contract between all of the Alliance 
participants, including the Owner, as follows: 

• All parties, including the Owner, the 
Contractor(s), Consultants, key supplier(s) and 
any other parties who can have a significant 
impact on the project outcomes participate in 
the Alliance; 

• The Alliance essentially carries all of the 
project risk; 

• The alliance does all of the project work; 
and 

• All parties share in all of the risk and all of 
the opportunity – there is no risk allocation; 

In this way, all parties (including the Owner) share 
direct financial incentive to solve problems and to 
realise opportunities. For example, if there is a 
problem with the design, all of the parties will suffer 
unless a solution is found. This is contrary to 
conventional arrangements where the other parties 
take no responsibility, the designer alone takes 
responsibility and potential costs and delays are dealt 
with through claim, variation and extension of time 
provisions. The Alliance process drives collaborative, 
innovative behaviour that often turns problems into 
cost and time savings.  

The principles and mechanics of the Alliance are 
typically as follows: 
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• There is an Alliance “Board”, Steering 
Committee or Leadership Team that is 
represented by members of each participating 
organisation; 

• All parties are bound by “No dispute” 
provisions, except in the event of Material 
Default by any of the parties; 

• The Board is obliged to make decisions by 
consensus; 

• Participating personnel are accountable to 
the Alliance Board, not to the individual 
companies; 

• The Board usually appoints a Management 
Team that is responsible for the day-to-day 
management of the project and a Management 
Team Representative who reports to the Board 
on behalf of that team;  

• The Alliance commits to delivering the 
work for an agreed Target Cost, an agreed 
Target Completion Date and benchmarks for 
other Key Performance Indicators (“KPI’s”) 
such as safety, environment and community 
satisfaction; and 

• The Alliance’s remuneration varies in 
proportion to its success in fulfilling the pre-
defined objectives.  

For an Alliance to be entered and successfully 
managed, there has to be a large measure of trust 
between all of the Alliance members including the 
Owner. This stems from the perception that difficult 
projects tend to fail when conducted within the 
traditional “master-slave” paradigm. The trust tenet is 
central to the Alliance concept. To ensure that there is 
a basis for that trust, a very rigorous process is 
implemented prior to Alliance execution such that the 
project scope and risks are thoroughly understood and 
“embraced” by all participants.  

4.1.1 Remuneration Details 

As noted above, Alliance remuneration is based on 
the performance of the project delivery relative to the 
agreed objectives (including cost). A typical 
remuneration structure is as follows: 

1. A Target Cost for the project is established for 
the Alliance before the Alliance agreement is 
executed. The Target Cost is generally an 
assessment of what the total cost should be for 
the delivery of the project by a high 
performance team, similar to a Design and 
Construct tender price that is adjusted for risk. 

The Target Cost is generally verified by an 
independent expert. 

2. All project costs are paid at cost as verified by 
an independent auditor. 

3. Corporate overheads and profit for each 
participant are paid as a pre-agreed lump sum 
amount which is subject to adjustment based 
on performance in accordance with (4) below. 
The lump sum amount is generally calculated 
on the basis of the businesses’ audited average 
margin for projects of this nature or by 
negotiation. Typically the fee will be a 
percentage of that participant’s contribution to 
the Alliance expenditure. An example for a 
Alliance consisting of 5 parties including the 
Owner is shown below: 

Non-Owner Participants  

1 2 3 4 

Owner Total  

Forecast 
Expenditure 
within Target 
Cost (“A”)  

$3m $15m $12m $4m $5m $39m 

Audited Fee 
(%) for 
Corporate 
Overhead and 
Profit (“B”) 

24% 9.5% 12% 20%   

Lump Sum 
Fee (= A x B) 
($‘000) 

$720 $1,425 $1,440 $800 0 $4,385 

4. Depending on the Alliance’s performance 
against cost and non-cost targets, the Alliance 
participants are paid more or less than the sum 
of the net costs and the pre-agreed fees as 
follows: 

A. A proportion (normally 50 per cent) of any 
saving relative to Target Cost is distributed 
to the non-Owner participants, subject to C 
below; 

B. As above, a proportion (normally 50 per 
cent) of any loss on the project relative to 
Target Cost will be paid by the non-Owner 
participants to the Owner, sometimes to a 
maximum of the pre-agreed corporate 
overhead and profit, subject to C below; 
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Figure 2 – Typical Alliance Risk Reward 
Compensation Calculation 

Each participant’s share of the cost overrun 
is generally calculated as in 2 above for the 
calculation of the fixed fee. 

C. More or less than the share of saving or 
overrun above would be paid, depending 
on pre-agreed performance on non-cost 
KPI’s. For example, if the project is 
finished very early relative to Target 
Completion Date, an Alliance might 
receive say 65 per cent of cost savings. If it 
finishes equally late, the Alliance might 
receive say 35 per cent of savings. 
Alternatively or in addition, a separate risk 
/ reward fund can be established for non-
cost KPI’s. If performance is better than 
“business as usual”, then some of the fund 
would be paid to the Alliance non-Owner 
participants. If it is worse than business as 
usual, then the Alliance would have to pay 
an equivalent amount to the Owner (subject 
to the total exposure cap highlighted in B 
above). 

Clearly it is important that the Target Cost is a fair 
reflection of the likely total cost. This can be a source 
of difficulty in executing an Alliance, but there are a 
number of techniques for addressing the concerns, 
including maintaining a degree of competition within 
the process for as long as possible. 

In some other delivery mechanisms, there are “share 
of savings” arrangements, generally heavily weighted 
in favour of the Owner. It is the author’s experience 
that such arrangements do not provide incentive for 
savings and very little saving actually materialises. 

4.1.2 Alliance Negotiation Process 

Establishing an Alliance is a very intense process 
requiring all parties to participate to the point where 
the project and all associated risks and opportunities 
are thoroughly understood by all parties. This is 
essential for the establishment of the Alliance 
principles, and a Target Cost that all parties can 
commit to. 

The very process of developing the Alliance together 
is invaluable to avoiding disputes in project delivery. 
By explicitly addressing the issues  in advance, there 
can be much less doubt than routinely arises in 
traditional contracting environments. On the other 
hand, the parties are generally not willing to trust 
each other to the extent necessary to enter an Alliance 
unless all of the issues are fully explored. 

This is a key consideration and is particularly 
relevant, and beneficial, to large public projects in 
developing countries. The Alliance establishment 
process gives all parties, including Government, 
international agencies, local and international 
designers, Contractors and suppliers the opportunity 
to satisfy themselves of the capability of each other 
and properly understand their responsibilities. 

The process of forming the Alliance, usually involves 
the submission of an Expression of Interest and 
capability statement from a number of proponents, 
interviews with each to enable short listing to one or 
two proponents followed by detailed workshops with 
the proponent(s) to enable selection of the Alliance 
partners and agreement on the Alliance principles. An 
Interim Project Alliance Agreement (“IPAA”) is then 
committed to that includes agreed commercial terms 
for the risk/reward structure, the participants’ fees, the 
Alliance charter and other principles and mechanics 
of the Alliance. The Target Cost and other KPI 
benchmarks are developed during the Interim 
Alliance. During the Interim Alliance, work usually 
commences on the project, particularly planning, 
procurement tendering, design, testing, site 
investigation and other forms of consultation. 
Provided agreement is reached on the Target Cost and 
other KPI benchmarks, a Project Alliance Agreement 
is then executed. 

In some instances in public projects, 2 potential 
Alliance teams have been retained under IPAA’s and 
the Target Costs have been developed by both teams 
independently and competitively. This approach can 
avoid potential governance issues and produce 
improved cost outcomes.  

The process is diagrammatically represented in Figure 
3 below. 
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Figure 3 – Alliance Negotiation Process TimeLine 

Typically the whole process takes 6 months from the 
calling for Registrations of Interest to Acceptance of 
the Target Cost and execution of the Alliance 
agreement. For comparison a typical traditional 
process involving calls for Registration of Interest, 
Prequalification, calls for tenders, negotiation and 
award takes approximately the same time. Work on 
many Alliance projects starts during the negotiation 
phase under the IPAA, thereby saving time. 

4.2 Demonstrating Value-For-Money In A 
Project Alliance 

Capital cost, life cycle financial and economic 
analysis and non-financial analysis should be carried 
out to assess the value-for-money of a project.  

One of the perceived benefits of Project Alliances is 
to improve the life cycle performance of an asset. 
Therefore, to demonstrate the ultimate value for 
money of the Alliance, the forecast life cycle financial 
and economic performance should be assessed 
relative to the pre-Alliance assessment. 

The capital cost assessment of whether the Alliance 
represents value for money involves the analysis of 
whether the capital cost on completion is as low as, or 
lower than, it would be under alternative delivery 
mechanisms combined with its relative performance 
on measurable and non-measurable non-cost bases. 

Because the assessments are likely to be forecasts, the 
assessment of capital cost as a measure of value for 
money should also reflect the potential for the 
outcome to be lower than or higher than the forecast. 

For an Alliance to represent value-for-money forecast 
capital costs for Alliances should deliver: 

1. At least comparable forecast “most likely” 
costs; 

2. Increased chances of achieving cost savings 
and increased scale of cost savings; 

3. Reduced chances of cost increases; and 

4. Lower Owner costs due to the all-
encompassing scope and risk-taking nature of 
Alliances 

Points 1 to 3 are demonstrated below: 
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Figure 5 – Typical Comparison between Projected 
Alliance and Conventional Gross Out-turn Cost 

Distribution 

Techniques for the assessment of the forecasts  are 
beyond the scope of the Paper. Forecast assessments 
of capital costs for Alliances can be more readily 
assessed using the Target Cost than is the case when 
using tender prices in conventional delivery 
mechanisms, as the Target Cost generally includes for 
all risk as well as all design, consulting and 
management costs. 

Whether or not the Target Cost represents value-for-
money can be controversial. This is explored in more 
detail in the following sections. 

4.2.1 Collaborative Alliance Negotiation 
Process -  Capital Cost Forecasts 

Collaboratively negotiated Alliances are executed 
once the Target Cost for the project has been agreed 
by the Owner and the Alliance as part of the IPAA 
process. That Target Cost is typically calculated by 
the Alliance and verified by an independent industry 
advisor. The Target Cost will then form the core 
component of the forecast capital cost. 

The forecasting of costs for Alliances, prior to award 
of the Alliance, has been the source of some concern 
in public projects in recent times, largely because: 

1. In collaboratively negotiated Alliances, there 
is limited opportunity to use competitively 
obtained prices in the forecasts; 

2. On a number of projects, the Alliance partners 
have completed work well under the Target 
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Cost and there has been a perception that the 
saving has been as a result of artificially 
inflated Target Cost. 

Notionally, it is the responsibility of the independent 
expert or auditor to ensure that the Target Cost figure 
is a reasonable measure of the cost to complete, 
accounting for the level of risk that the Alliance takes. 

In practice, this is very difficult to do, because of the 
one-off nature of projects and the immature state of 
the project design and other parameters when the 
Alliance commences. 

To some extent, competent independent parties 
should be able to avoid inflated Target Costs by 
avoiding the major sources of uncertainty and lack of 
transparency, including by ensuring that: 

1. The scope of the Alliance work or the Alliance 
brief is clear. 

2. The scope is properly and transparently priced, 
making use of competitively obtained prices 
and rates where possible. 

3. There is a clear, realistic measure of the 
contingency included in the price, consistent 
with the concept of a Target cost including a 
detailed statistical analysis of the potential 
risks and opportunities. 

4. The net Target Costs do not contain any 
hidden profits such as profits on consultancy 
and internal plant hire rates. 

5. The Target Cost does not include 
unnecessarily large and expensive 
management teams (these usually result from 
the hidden profits under point 4). 

If not resolved, any of these factors is likely to result 
in inflated high Target Cost figures, and also 
potentially in artificially high costs on completion. 

By their nature, Alliances are intended to take all of 
the project risk and typically involve a degree of 
uncertainty about the scope of the work. 
Collaboratively negotiated alliances endeavour to 
define the limits of responsibility of the Alliance by a 
combination of “The Agreed Scope” and a “Variation 
Benchmarking Guidelines” document. Unless both of 
these together adequately define the boundaries of the 
work to be estimated, there will be considerable 
opportunity and reason for putting additional costs 
into the Target Cost. This should be avoided by 
Owners and Alliances ensuring that the scope and the 
risks that the Alliance is to carry are as clear as 
possible. 

Contingency levels in Target Costs are usually arrived 
at by Alliances assessing the potential risks, but often 
not the opportunities, and an interpretation of the 
meaning of the Target Cost, which is usually to the 
effect of what it should cost for a high performance 
team to deliver the works having regard for the level 
of risk that it carries, the limit on the risk exposure 
and the other things that have shaped the Alliance to 
that point. This definition ignores the fact that the 
potential cost will be within a range as described 
elsewhere in this Paper. Alliance proponents use the 
definition to defend the establishment of the Target 
Cost with conventional levels of contingency, rather 
than as a Target. The omission of potential 
opportunities is also likely to inflate the figure. 

Independent industry representatives should have no 
problem in identifying artificially inflated “net cost” 
rates for internal plant hire and staff from proponents. 
Similarly, any unreasonable excess in corporate 
overhead and profit margins will be transparent and 
immediately identifiable. However, in recent public 
sector Alliances, the Government Owner has accepted 
and bound into the Alliance structure the rates for 
staff and internal plant hire and some fairly luxurious 
margin levels as a component of the 2-day negotiation 
workshops, without consultation with industry 
experts. The industry expert is therefore obliged to 
accept those rates and margins and they are included 
in the Target Cost accordingly. 

Provided that: 

1. Government entities do not commit to 
artificially inflated “net cost” rates for staff or 
internal plant hire; 

2. Government entities do not commit to 
artificially high corporate overhead and profit 
margins; 

3. the Target Cost is verified by independent 
parties having addressed the key issues noted 
above; and 

4. the projected cost distribution and budget 
figures account for the greater likelihood for 
the project to perform better than the figure 
that includes the Target Cost figure 

the capital cost of a project delivered under a 
collaboratively negotiated Alliance can be established 
such that it will represent, and can be defended as 
representing, Value-For-Money. 
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4.2.2 Competitive Alliance Negotiation – Capital 
Cost Forecasts 

Instead of relying on independent verification of a 
negotiated Target Cost, a forecast capital cost that is 
established on the basis of a Target Cost that has been 
arrived at competitively is highly unlikely to contain 
hidden profits, artificially inflated contingencies or 
any other costs that will prevent the successful party 
from winning the project. Therefore it would be 
expected that a forecast for a competitively negotiated 
Alliance compared with a collaboratively negotiated 
Alliance would be: 

1. No more than and probably lower; 

2. easier to determine; 

3. less likely to be reduced, as opportunities and 
savings would be factored into the competitive 
price; and 

4. more defensibly representative of value-for-
money. 

The Owner’s costs may be higher than for a 
collaboratively negotiated Alliance. It remains 
essential that the forecast accounts for all of the 
Alliance and non-Alliance costs.  In particular with 
competitively negotiated Alliances, there would need 
to be careful consideration of any additional risk that 
the Owner carries due to assumptions and 
qualifications that may be part of the successful 
Alliance’s bid. 

If corporate overhead and margin rates, inflated “net 
cost” staff rates and inflated “net cost” internal plant 
hire rates are bound into the two competing Alliances 
prior to the competitive phase, the competitive figures 
may still be artificially inflated. These figures should 
be determined as part of the competition, although on 
a reasonable basis. 

4.2.3 Non-Cost Assessment of Alliance Value-
for-Money 

Forecast performance relative to the other, 
measurable non-cost objectives needs also to be taken 
into account. Project Alliances are generally intended 
to deliver improved performance on all non-cost 
objectives for a project including time, environmental 
performance, safety, customer relations and so forth. 
The forecast (and/or actual) performance on non-cost 
criteria should be assessed using both semi-
quantitative and non-quantitative bases. The 
assessment will vary from project to project.   

As noted in previous sections, Project Alliances are 
also intended to provide other, non-measurable 
performance and outcome improvements including: 

• Improved, or even outstanding, performance 
relative to non-cost benchmarks such as time 
to completion, environmental damage, 
customer complaints, safety incidents, 
Government entity reputation, satisfaction and 
fulfilment of staff etc; 

• Relationship between the entity and industry, 
including enhanced mutual understanding; 

• Knowledge transfer between the Alliance 
partners and the entity; 

• Less disputes; and 

• Improved long term job satisfaction and 
organisational culture within the entity. 

All of these potential benefits also need to be assessed 
as a part of the value for money assessment. 

4.3 Outcomes on Public Project Alliances 

Project Alliances have now been used on many public 
sector projects in Australia. As noted above, Project 
Alliances are also extensively used in the private 
sector, particularly in oil and gas and other process 
industries. 

The author is not aware of any project Alliances in 
public projects in ASEAN countries, but there are 
many alliances in place for the delivery of 
petrochemical, industrial and oil and gas industry 
projects in the region. 

The outcomes on these Alliances have generally 
included: 

• The projects have been completed early and 
under budget; 

• The quality is high; 

• All parties make reasonable profits; 

• Opportunities are realised and risks are well 
managed together; 

• There are no disputes ; 

• Enhanced knowledge transfer occurs between 
Alliance parties, including from private 
participants into public authorities and utility 
companies; 

• Cultural change has been taken back into 
participating organisations such that there is 
increased understanding and respect for the 
roles that all parties play in a project; 



  
  

 

 

 

C:\Documents and Settings\ptrueman\My Documents\Papers\AAEC 
2004\AAEC Alliance Paper 20 3 04 Rev A.doc 6 October 2004 Page 11 

 

 

• Long-lasting, healthy relationships develop; 
and 

• Reputations are enhanced and opportunities 
created for repeat and referred work for the 
participants. 

As noted above, Alliances are demanding 
organisations that require considerable effort to be put 
in place. They are not always the most appropriate 
delivery structure, particularly for well-defined, 
smaller, more conventional projects. There are a 
number of issues with Alliances – perceived and/or 
real – that are discussed in detail in section 4.5 below. 

4.4 Examples 

Project Alliances are not a theoretical utopia but 
rather are currently being successfully implemented 
across the world, particularly in major government, 
oil and gas, petrochemical and industrial projects.  

Sewerfix Alliance 

The Sewerfix Alliance was put together to upgrade 
over 200 sewage pumping stations in the Sydney 
region for Sydney Water. This included the 
installation of new telemetry systems in all of the 
sewage pumping stations. The upgrades will: 

• Eliminate sewage overflows at 300 
pumping stations during dry weather;  

• Reduce odours from the sewerage system, 
especially around the pumping station; 

• Improve the overall operations of the 
pumping stations, reducing mechanical and 
electrical failures, which are common causes 
of overflows; and 

• Improve the look of pumping stations.  

Sydney Water was obliged by the Environmental 
Protection Agency to carry out approximately 60 of 
these upgrades in less than 6 months. The program 
was marginally less demanding after the initial 
“tranche” but the work involved was largely 
underground, was generally conducted under live 
conditions, i.e. the pumping stations needed to remain 
operational, there was enormous public scrutiny and 
the environmental consequences of any failure were 
severe. The program required significant input from 
and interfacing between a number of parties 
simultaneously on each pump station including the 
operator, designers, maintainers and constructors. The 
state of the existing pump stations was not clear and 
in many instances not fully determinable without 
undertaking the upgrade work. The measure of 
interface would have been difficult to pre-define in 
conventional risk allocation type Contracting 

arrangements. In addition, the very high volume of 
work made traditional delivery methods 
inappropriate. 

It is also important to note that the Owner, Sydney 
Water, had as a clear objective to improve its internal 
level of expertise in upgrading construction and 
design and more broadly in project management. This 
objective would be consistent with the imperatives of 
many authorities in developing countries. 

The Alliance includes Sydney Water, Bovis Lend 
Lease, Tenix, CH2Mhill, Sinclair Knight Merz and 
the Phillips Group. 

The Alliance has proved extremely successful to date, 
delivering superior upgrade works at competitive 
prices, on time, without environmental issues and to 
the general satisfaction of the community, thus 
meeting all of the key objectives for the project. 

In the view of the author, it is highly unlikely that the 
initial tranche of works would have been delivered on 
time without the Alliance, and that other delivery 
strategies would in all likelihood have delivered 
inferior value-for-money generally. This is 
demonstrated in figure 4 below which compares 
forecast best practice outcomes (the brown curve) 
with actual outcomes on the initial 60 pump stations. 
The curves show that the average pump station was 
delivered at a significant cost saving relative to the 
forecasts. 
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Figure 5 – Actual vs Projected Costs – Sewerfix 
Tranche 1 

Wartook Dam 

Wartook Reservoir in western Victoria was 
rehabilitated from 1998 to 1999 to improve the Factor 
of Safety and to increase earthquake resistance. The 
project was fully documented and went to competitive 
tender in late 1997. The decision to deliver on a 
Construct Only basis was apparently based on the 
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client’s assessment that the design was best managed 
by them and that they would obtain the most 
competitive price by going to a pre-selected tender 
with a Schedule of Rates contract. The contract 
involved the contractor taking the risk on construction 
method, weather and the assessment of geotechnical 
conditions, with a Latent Condition provision to cover 
change in conditions. After a tender review that 
considered both price and non-price criteria, the 
Contract was awarded to the low price bidder. 

The contractor chose to subcontract major elements of 
the work in major packages (unusual for this type of 
project) and soon experienced the following 
problems: 

• Adverse weather; 

• Difficulties in working the quarry (his 
expectation of the rock conditions were not  
being met); and 

• Difficulties in managing the s/c packages. 

The contractor claimed his problems were all a result 
of Latent Conditions and lodged claims, which were 
assessed and rejected by the Client. The Contractor 
was not showing any willingness to proceed with the 
work and a major dispute arose which brought the 
work to a virtual standstill for several months.  

Ultimately, the Contract was terminated and an 
analysis was undertaken to identify the most efficient, 
cost-effective method of completion of the project. 
An Alliance was considered the preferred approach 
for the following reasons: 

• Lowest estimated cost at completion after 
risk adjustment; 

• Flexibility if conditions changes or design 
needed to be changed; 

• Flexible if weather condition were bad in 
the 1999 winter; and 

• Ability to continue the work quickly and 
without potential dispute based on the state of 
the project at termination. 

An Alliance partner was selected based on an 
assessment of: 

• compatibility of Corporate culture with an 
Alliance approach; 

• capability and attitude of the proposed 
team;  

• the proposed work methodology; and 

• an initial cost plan and program to 
complete the works. 

The Alliance remuneration included a 50:50 pain/gain 
share with no cap either way for the contractor. There 
was a purpose written Alliance Contract with no 
ability for either party to litigate except for wilful 
default. 

Alliance behaviour was evident throughout delivery. 
An Integrated Project Team was formed including 
best-for-project personnel from all parties, issues 
were addressed jointly by all participants, the team 
focussed on finding solutions rather than benefiting at 
the expense of the other party (as had been the case 
under the initial contract) and communication with 
the community and environmentalists was excellent. 
There was initial resistance from the owner’s 
personnel to participating in the Alliance but that 
resistance was effectively overcome. 

The eventual outcomes included: 

• The project was delivered significantly 
under the target estimate (~25%); 

• The project was completed well ahead of 
the target program with no extensions of time; 

• The quality of the work met all 
expectations and the reservoir can now be used 
to full capacity with possible avoidance of 
water restrictions; 

• The project was seen by the community as 
having been a success; 

• There were no disputes; 

• Design problems were overcome without 
impact on construction; and 

• A potential Latent Condition issue was 
overcome with little impact. 

Other Examples 

All of the water and waste water reticulation and 
treatment, major tunnel, raw water storage, 
transportation and marine public Project Alliances 
that the author is familiar with have been considered 
successful based on delivery duration, work quality, 
safety and environmental outcomes. They have also 
led to improved relationships and a good measure of 
appropriate knowledge transfer between the project 
participants. Cost outcomes have also generally been 
excellent, with 2 outstanding Alliances delivering real 
savings of more than 15 per cent relative to budget. 
However, cost outcomes have caused some 
controversy as discussed in the following section.  
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4.5 Issues with Project Alliances to Date 

There have been some concerns in relation to project 
Alliance outcomes from industry and Government, 
generally as follows. 

1. The cost underrun on some Alliances has been 
dramatic, leading to large profits for the 
Alliances. There is a concern that the Target 
Cost figures that are being established are 
overly generous, notwithstanding the 
independent verification of those Target Costs. 
To some extent, that concern has been 
dispelled on more recent projects where a 
competitive process has been utilised, 
involving the preparation of Target Costs by 2 
potential Alliances in competition. 

2. There have been a number of instances when 
the net costs that have been reported by the 
participants and paid for by the Owner have 
not, in fact been net costs. This has particularly 
been the case with: 

• Rates for the staff of 
consultants which have, on occasion 
been set as a function of normal 
consultant “sell” rates, rather than the 
actual cost of the Consultants; and 

• Internal plant hire 
rates, where the plant hire division of a 
Contractor has supplied plant to the 
Alliance at list prices, that include 
profit and corporate overheads. 

3. Notwithstanding the Alliance principle that the 
participants are entitled to reasonable profit 
and corporate overhead recovery, there have 
been occasions when the fee percentages have 
been significantly greater than those which 
would have been applied in a competitive 
environment. 

4. The commitments of the Alliances to achieve 
the objectives established have been routinely 
compromised by the exclusion from the 
Alliance of decision-makers from certain 
functional groups within the Government body 
and/or the exclusion of suitable personnel from 
the Government bodies altogether. The 
corollary of this is that the Alliance ring-fences 
its scope and, contrary to the original purpose 
of the Alliance, the risk is transferred back to 
the Owner. Furthermore, significant 
opportunities can be missed as a consequence. 
It has been observed that when there are 
appropriate decision-makers within the 

Alliances from all parties, performance of the 
Alliance improves significantly. 

These are all valid concerns that have arisen from 
project Alliances that were not formulated and 
negotiated in the best possible way to produce the 
best possible outcomes. They require to be considered 
in selecting the optimum delivery method and to be 
addressed in the delivery method formulation, 
negotiation and delivery phases. All of these concerns 
can be effectively overcome in most circumstances. 

Although not a concern in relation to the performance 
of Alliances there are also a number of insurance 
issues that are yet to be adequately resolved 
including: 

• Many public authorities have their own 
insurance, which covers all of their projects, 
including public liability, professional 
indemnity and Contractor’s All Risk 
insurance. The exclusions are usually 
Workers’ Compensation and insurance for 
plant and equipment. There have been issues 
with the insurers regarding the premiums, the 
identity of the insured party and the level of 
cover. In addition, the terms of the insurance 
can conflict with the terms of the Alliance 
agreement, including the No Disputes 
provisions. 

• The Professional Indemnity insurance policies 
of the Alliance participants can also conflict 
with the risk-sharing, No Disputes intent of the 
Alliance Agreement, and the consistency of 
the extent of the P.I. policies can be an issue. 
Project P.I. policies can address the issues in 
some instances, but there remains doubt about 
the consequences of a failure after the work 
has been delivered and the Alliance has been 
disbanded. 

There is often resistance to the use of an Alliance, 
generally related to a hostility to change, for reasons 
such as the following: 

1.  “The Owner has no veto power”. The Owner 
has veto power until the Alliance is executed 
and then all parties have veto power because 
decisions must be by consensus. The Alliance 
must make decisions that are in the interests of 
the project and decisions must be made by 
consensus. 

2. “The Owner is responsible for obtaining 
approval and liaising with authorities”. The 
Alliance, including the Owner and all other 
parties, should take responsibility for all 
matters that it can have reasonable control 
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over. This should be determined as part of the 
Alliance negotiation process. It would be 
wasteful to proceed with an Alliance if the 
project will not receive approval. Subject to 
having in principle approval, notwithstanding 
the reservations of some Government 
authorities, it generally makes most sense for 
the approvals by authorities for the project to 
be the responsibility of the Alliance, not the 
Owner.  

3. “Determination of Targeted Cost – upfront 
without design and quantities. There is a 
possibility of over-estimating by consultants 
and contractors”. The Target Cost should 
represent a “Target”, allowing for the risk that 
the Alliance takes, and must represent 
optimum value-for-money, as discussed in 
section 4.2. 

4. “The Owner is under the direction of the 
Alliance Board which includes construction 
and operation”. If the Owner makes decisions 
that are in the interests of the project (and not 
for example in the interests of the Owner at the 
expense of other Alliance members), then 
there would never be an issue. The Alliance 
only undertakes what is in the agreed scope. 

5. “The Alliance makes day-to-day decisions 
without reference to the Owner”. This is a 
distinct advantage, to expedite work and 
ensure that decisions are in the interests of the 
project (and not one of the Alliance parties). 
The Alliance Management Team and the 
Alliance Board prevent decisions from being 
made that are not in the interests of the project. 

6. “The Alliance reduces risk to the participants 
and prevents the benefits of competition to the 
Owner”. Once the Target Cost has been set, all 
parties are incentivised to cut the cost to 
receive additional payment through the risk / 
reward mechanism. No party, including the 
Owner, should enter the Alliance with a belief 
that the Target Cost will be exceeded, or that 
the project would cost less than the Target 
Cost (for the same quality, time etc) if 
delivered conventionally. 

The potential for losses due to time overrun 
should also be carried by the Alliance through 
the risk / reward mechanism, so that late 
completion would incur additional costs to the 
Alliance participants. In our experience, no 
Alliance has yet finished work late. It is 
important to ensure that the Alliance 

participants cannot benefit from having 
overhead and profits hidden within the “cost” 
rates. 

7. “Possibility of collaboration among consultant 
and contractor to maximise the project cost”. 
Under the Alliance contract, this will 
disadvantage the contractor and the consultant. 
The Owner must select Alliance partners that it 
is prepared to trust and auditors to ensure that 
the trust is warranted. 

8. “Construction at no profit – invoices can be 
created”. As above, this would disadvantage 
all parties. Alliance partners must be 
trustworthy and competent auditors must be 
appointed. Processes are established for all 
procurement that will involve the Owner’s 
staff who have been seconded to the Alliance 
and the auditors so that all transactions are 
transparent. Bearing in mind that the Alliance 
takes the risk, all parties will be incentivised to 
cut costs. 

9. “What recourse does the owner have if the 
Alliance is unable to deliver and what would 
be the legal implications?” Alliances are 
contractually obliged to deliver as planned, 
just as is the case with other delivery 
strategies. If the Alliance does not deliver, 
then, just as with other forms of delivery, the 
Owner will have recourse through the 
Contract. More than this, the Alliance carries 
generally carries much more of the risk than 
would effectively be taken by other parties 
through other forms of delivery. If the Alliance 
is not delivering, the Alliance will be penalised 
under the risk / reward mechanism. The 
Alliance should not be entered if the Owner 
(or the other participants) is not confident in its 
Alliance partners to deliver the project.  

10.  “Potential for double-counting of overheads – 
in the Target Cost and in the fee”. The 
Alliance documents need to be clear in 
defining the extent of the Target Cost and the 
fee. The fee is to cover the non-project 
overheads and profit of each organisation. 
Project overheads, such as project staff, site 
offices, administration etc, are typically 
accounted for in project performance. 
Corporate overhead constitutes  the 
organisations’ corporate expenses such as head 
office rent, head office staff etc. Corporate 
overhead and profit are captured in BoQ’s as a 
percentage of rates and/or inclusions in the 
preliminaries. These would need to be 
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extracted from the Target Cost figure so that it 
represents a net, project only cost estimate. 

4.6 Circumstances when Alliances Are 
Beneficial and Preferable 

As noted above, the selected commercial framework 
for any project should provide the optimum 
environment for the achievement of the objectives for 
the project.  

Projects that are delivered under conventional 
delivery mechanisms do not perform well in some 
circumstances for the reasons outlined in Section 3 
above. Equally, Project Alliances are not always 
appropriate. As noted in section 4.1, Alliances were 
developed for projects where one or more of the 
following characteristics are likely: 

1. Complex projects that are subject to significant 
internal and external change as they develop  

2. Technology that is state-of-the-art and 
involves research and development; 

3. External factors such as government 
regulations and the physical environment that 
are likely to constrain management or cause 
change; 

4. Size (physical, manpower, financial) that 
exceeds a previously established threshold for 
the industry, technology or enterprise; 

5. The need to interface and coexist with an 
existing, operating facility; and 

6. The requirement to set new benchmarks for 
early completion. 

Project Alliances can be beneficial in other, more 
conventional types of work including for example 
where: 

1. The required works consist in whole or in part 
of maintenance or augmentation activities 
which can be improved and made more 
economical by integration of the Owner, 
Contractor and suppliers into one team; or 

2. “Pyramid margins” could otherwise add 
unnecessary cost through multiple layers of 
Subcontracts and/or suppliers. These can be 
avoided by including those with the necessary 
in house expertise or resources in the Alliance.  

A rigorous assessment of the optimum value-for-
money delivery approach should be conducted for all 
public projects. 

In developing countries, the increased potential of 
Alliances to transfer knowledge between parties and 

to generally improve the ways that the participants 
work together should increase the benefits and ranges 
of applications for Alliances. For example, any 
reasonably complex project that can benefit from the 
active involvement of local companies, international 
companies and a Government entity should benefit 
from the use of an Alliance. There will be improved 
relationships between the parties, a better 
understanding of where each can add value and 
knowledge transfer from the international companies 
to the local companies and the authority. 

It is also essential that, through the Alliance call for 
proposals and negotiation processes, the Owner is 
prepared to trust its fellow participants to deliver the 
work with them in the Owner’s interests. This 
requires an acceptance that all parties are necessary 
and beneficial and that the master / slave relationship 
is unhelpful. It requires all parties to fully explore the 
project and the relationships, warts and all, in advance 
and to embrace the risk together (including the 
Owner). The secrecy, improper risk transfer, 
ambiguity, conflicts of interest and differences in 
contemplation of all parties that characterise many 
public and private projects in the region must be 
accepted as being contrary to the interests of the 
project for an Owner to be prepared to undertake an 
Alliance. 

Well-defined, simple projects would not necessarily 
benefit from delivery under an Alliance to any great 
extent, and consideration needs to be given to the 
effort and cost involved in establishing an Alliance as 
compared to that of a more traditional form of 
contract. 

For many projects, until construction starts the 
schedule critical path will be dominated by the 
regulatory consent process required under most 
Government planning laws, bylaws and regulations. 
In many instances, the Agency responsible for a 
project prefers to or is obliged to retain sole 
responsibility for the approvals. The time effects and 
the likely project constraints imposed by the planning 
processes can further reduce the benefits of 
Alliancing because there is a need to wait for 
approvals and there is therefore time to develop the 
scope and design.  

5 CONCLUSION 

Whichever way projects are delivered, the project 
should be formulated to achieve the desired 
objectives, not to fit into any particular convention. 
Conventional delivery methods, which have served 
the construction community quite well through the 
early and mid 20th century, can create conflict through 
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the misalignment of objectives. They also often lack 
the necessary flexibility for contemporary projects 
that are subject to much greater potential for change, 
more demanding scrutiny and different stakeholder 
requirements.  

The effect of Contractual processes and risk 
allocations on the outcomes should be considered in 
detail prior to establishing the form of delivery. 

In developing countries, issues such as knowledge 
transfer, ongoing maintenance, operation and 
ownership requirements should also be properly 
considered and accounted for in project delivery 
mechanisms. 

Project Alliances are a form of delivery that is 
explicitly formulated so that all parties are aligned in 
the goal of achieving objectives and are rewarded or 
penalised based on their success in achieving these. 
They can be very efficient vehicles for projects and 
have the added benefit of facilitating education and 
knowledge transfer between the parties. Properly 
formulated, they provide the flexibility, the resources 
and the contract mechanisms to be able to effectively 
deal with risks and changes that may occur over the 
life of a project. 

They are large undertakings that involve considerable 
effort prior to execution. They are not always 
appropriate, particularly for smaller, better defined 
projects.  

They are very useful in some circumstances and have 
been proven to deliver outstanding outcomes in 
several major, public projects. 
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