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Executive Summary

This report consolidates the insights from two ésena discussion dinner and a half-day
workshop - organized by the Centre for InfrastruetDevelopment (CID) in London. The
motivation for producing these events stems frome@gnition that engagement between
management and organization scholars and industityei broad arena of new infrastructure
development has been sorely lacking, and in padatidhere has been a lack of engagement
between the two communities on the issues of Ishifeand governance for megaprojécts.

The events brought together academics and prawiso including senior leaders from the
public sector, public and private-led mega pro@ganizations, and construction industry
suppliers. With respect to governance, the delfatassed on four of its key functions: 1.
help define who the ultimate client of the megagebjis and who has decision-making
authority on behalf of that client; 2. empower dadp the megaproject executive team whilst
asking them to explain the rationale for their @utsi in order to sustain the sponsors’ trust and
confidence; 3. make executives accountable for tthecisions; and 4. enable funders and
other key stakeholders to exercise control andsiglet over the executives. Crucially, unlike
corporate governance, megaproject governance appaactant to delegate decision-making
autonomy to executive leaders. This insight matdsrg suggests that models of leadership
and governance for megaproject delivery should defjpam a notion that leadership is
shared between the principal(s) that governs am@xlecutive agent that commands delivery.

The two key leadership themes that emerged wersubeessful traits of leadership teams
with emphasis on openness, sincerity, consister@ryd communication; and critical
leadership practices with emphasis on a willingreess determination to engage with key
stakeholders at the first available opportunitytie development lifecycle, as well as
keenness to celebrate and recognize the succesbasl@evements of the delivery teams.

As a backdrop to this expert-led discussion, thB @search team presented preliminary
insights from its own in-depth empirical study im@gaprojects. This discussion focused on
reframing the megaproject debate away from theeotrnegative rhetoric of strategic
misrepresentation, technical incompetence, andnigtic bias by examining the longitudinal
processes involved in bringing a megaproject thinotagfruition. The core lessons from the
research thus far have been that, first, the megagirleadership function is fundamentally
different from the megaproject management functaomg second, that megaprojects rely on
different leadership teams, each with a differeambination of skills and capabilities
tailored to their task, at different periods of timérastructure development lifecycle. The
challenges that have emerged from the CID’s rebdérgs far are: 1. understanding how best
to handle the succession between the leadershigsteach that the right people are in place
at the right time to meet the needs of the megaptojand 2. understanding how the
governance can help the executive leaders deliigdr-erforming projects. Importantly,
discussions around high-performance megaprojeats czdy be meaningful if they are
grounded on a comprehensive definition of perforceananother challenge in its own right
that requires combining the quality of deliverylwihat of operations, the ultimate legacy.

1 A capital programme comprising a number of intlatesl projects delivered with some degree of carcay
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The Leadership and Governance of Megaprojects

1 Introduction
This technical report summarises key insights ¢éma¢rged from two interrelated and expert-
driven events organised by the Centre for Infrastme Development (CID) in March 2012:

a) A discussion dinneon The Governance and Leadership of Megaprojects with invited
guest speaker Sir John Armitt, Chairman of the QignDelivery Authority (ODA). The
dinner brought together a diverse group of aroudg@ople including executive directors
from construction industry suppliers; leaders afblp sector organisations including
Crossrail, ODA, the non-executive Chairman of Isfracture UK, and the Government
Chief Construction Advisor; the MBS Dean and Clbaflemic Director; and the chairman
and chief executive of Constructing Excellence. @mmer was hosted by Pinsent Masons at
its London headquarters on March 27 (details ireahn

b) A half-day workshop offhe Governance and Leadership of Megaprojects that brought
together academics and practitioners. The worksipgmed with a keynote speech from Sir
John Armitt. This was followed by Professor Nund i@iroducing CID’s on-going research
streamMega Projects. The Relay Race Challenge, and a thematic discussion led by speakers
with leadership functions across three current mpegects: Martin Buck, Commercial
Director of Crossrail Ltd; Howard Shiplee, formepr@&truction Director at the Olympic
Delivery Authority; and Julian Foster, BAA Heathrdastern Campus Programme Director.

2 Background: Leading and Governing Megaprojects

Sir John Armitt opened the two events by imparsoge key lessons drawn from across his
prestigious career working on megaprojectdich we define as a capital programme
comprising various interrelated projects delivered with some degree of concurrency, during
which he assumed various leadership roles bottientcorganisations, e.g., chief executive
of Network Rail, ODA chairman, and in supplierg.echief executive of the Costain Group.

On governance, Sir John started by mentioning tdeadage thato govern is to choose,

pointing that the role of any megaproject govereaiscprimarily to exercise oversight and
control over key choices that invariably face thejgct executive team over time. More
specifically, John argues effective governanceirequaddressing three fundamental points:

» First, whilst arguably running a mega project issldifficult than running a mega
business as one expects the goals to have bedifigtka priori, one cannot take this for
granted. Rather, at the front-end, project exeestiworking on behalf of the ultimate
client(s) together with the client(s) need to adilely discuss and agree what really
matters and what the key issues or decisions ar¢hi$ purpose, the project leaders also
need to involve the key stakeholders upfront, digyre operators, local authorities,
customers, and work with them to jointly establtble prime objectives and define a
strategy, or put differently, to ask the necessatyat, how, and why' questions, and
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challenge the responses. Critically, these key topress may differ across projects. For
London2012, for example, the first key issue wagédb the timing right; for a nuclear
programme, it might be to get planning consent poldical support. Early stakeholder
engagement, of course, creates tensions betwegratties involved as it is unlikely all
the stakeholders’ interests are aligned upfront tBis conflict needs to be framed as
healthy and essential to challenge dominant thogpkimcover hidden assumptions, and
prompt serious consideration of the ultimate leghey the megaproject should leave.

» Second, governance needs to resolve the questibn fsvthe ultimate client?” If left
unresolved, the project is likely to fail. Whildtig is far from being a trivial question,
John argues those who finance the project arelthmate client; where the money comes
from ultimately drives project governance; or piitedlently “who pays calls the tune”.

* And third, John argued governance is about resgliavho has authority on behalf of
that body [client]?” This can be a thorny issue mdwer the client is a multi-headed
organization because the different clients may émitled to be in control and jealous of
one another, and governance is bound to becomediféicylt if they all insist in control.

Turning to leadership, Sir John emphasised somtheftraits of megaproject leadership
needed to face up the challenge of managing a lgrgep of mutually-dependent parties
including the different levels of the delivery agiedelivery partners, suppliers, funders,
regulators, operators, and public. John singlednoamaging design change as perhaps the
most difficult leadership task in that it requiragiculating a vision, and then converting it
into a design definition, and making everyone stcht unless there are compelling reasons
to change. Whilst admitting being unclear as to lmyortant an individual’s personality is
to become an effective leader, he confided relatintpe idea that a good leader is someone
people barely knows s/he is there (‘silent leadpishMore broadly, John highlighted the
importance ofsincerity, consistency, and transparency. In his view, these behavioural traits
are needed both in articulating the project visaad aims, as well as in communicating them
effectively to the key stakeholders. He concludgatiering some recommendations:

* Demonstrate sincerity, which may require sometimes being almost brugad
acknowledging the leader may not have all the arsvesd thereby needs to observe
and ask questions

* Be open, which requires publishing clear short- and loag¥t aim and objectives
regularly

» Celebrate success by recognizing achievements in order to make peetg#l involved

» Make a major effort to listen; “we’ve two ears and one mouth - use them in that
proportion”, John quipped; listening is necessaryailor responses and make them
relevant to the audience in question. Leadersateeffective listeners can create an
environment of empathy in which all parties haveuaurespect and understanding.

» Delegate whilst creating accountability. There is no way the chief executive can be
effective unless tasks and decision-making powerdategated both upstream to the
chairman and downstream to the executive team wiitthiduting accountability.
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3 CID Research: Megaprojects as Relay Races

The contemporaneous discourse surrounding megapimet escalation, of both the media,
policy makers and some lead scholars, is mired sugpicions of technical and managerial
incompetence - or worse still - foul play. Suppostof this rhetoric posit that the scheme
promoter has incentives to strategically misrepresiee true cost of project delivery as it
helps to maximize chances to win endorsement frasterpial funders. Other extant
explanations are no less depressing, includingstlggestions that megaproject leaders are
either incompetent, suffer from chronic optimisradyior are victims of the sunk cost fallacy.

This negative rhetoric has motivated a researah anmprised of Professor Nuno Gil, CID’s
academic director, and Colm Lundrigan, PhD studeémtuundertake a deep empirical
investigation of the governance and leadershifhae current mega infrastructure projects -
London’s Crossrail, London 2012 Olympic Park, andAB Heathrow Terminal 2 - all of
which seem to suffer from the same ill-fate in terof cost escalation on a cursory analysis.
The ultimate aim of the study is to uncover manafjeand organizational insights for
enabling high-performing megaproject development atelivery. Data collection has
included over 60 in-depth interviews (with the sgnmegaproject leaders, client project
managers, and representatives of delivery partgesigners, and constructors), site visits,
and a wide range of archival data. By playingeh®irical insights against extant literature
in megaprojects and theory in emergent organizatamd strategy, the research team is
currently building an original conceptual model tbe lifecycle of a mega infrastructure
project. The longitudinal model, well-grounded dr tanalysis of the three cases, aims to
illuminate the drivers for project cost escalatias well as to address key managerial
challenges facing megaproject leadership teamgawnernance structures over project time.

Preliminary results of this research suggest thatjaprojects can be better understood if
framed as ‘relay races’ in which the control of thegaproject passes like a baton between
leadership teams, each one exhibiting a particsgtrof competences and skills. Figure 1
illustrates a four-phase development lifecycleetton, gestation, delivery, and operations.
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Figure 1 —A conceptual model of the lifecycle of a mega infsdructure development

Inception: During the inception pha, an irtipient idea to develop a megaproject, pert
initially bounced offamongst a restricted numberpublic and privaterganization acting
as lobbyists succeeds to gain moment inside a potential sponsor organization {
‘principal’) to the extent thesponsor (or group of sponsors) waljree tocreate a scheme
promoter. The promotasrganizationwill be in charge of furtheringhe idei, developing it
into a comprehensive schenand seek endorsemefor the schemé&om sponsors, plannir
authorities, and relevant regulatory author. Typically, the schempromoterbegins life as
an emergent organizatioanit within a permanent sponsor organization, witnited
technical and commercial capabilitie-house, opting instead to btlyem fron specialized
firms. The sponsor entitgeecs to allocate a budget to fund tpeomote’s core activities
including articulating thescheme’s business case, defininthe design requiremeni
developing a conceptualesigl, estimating a project delivery budgend timescale, and
defining a funding strategyhe ultimate goal of the inception stage is to dbailcompelling
narrative that succeeds in gaining both the sp&méioancial commitment that capital w
be made available to deliver tlprojectin a future budget, as well as in gaining out
planning permissionTo this purposethe promoter needs tobby for and negotiatthe
scheme including the outlinedefinition, project budget, and delivepfan with a complex
ecology of actors, including t future sponsors, key stakeholdeasd the public in gene.
Unsurprisingly,in the pursuit of this go, the design concepind delivery plarwill evolve
significantly both organicall and strategically as tre-offs are soughandmultiple deals are
hammered out tget the scheme approved esecure the promisaf committingcapital for
delivery. A recurringcharacteristic otthis stage, demarking from the follow-up stage
(gestation), is thainception schemes invariablyail to gain sufficientpolitical and/or
financial supporteading the sponsor to terminate the ver. An inception schen may lie
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dormant for years until eventually it reemergesarntew leadership and in a different form;
and still without any guarantee of success in gaiindorsement and in securing the capital.

Gestation: In marked contrast to the inception phase, theersehpromoter leading the
inception stage will succeed to craft and fleshatrarrative’ for the scheme encompassing
all the key structural elements (concept designdifuy scheme, project delivery timescale
and budget, delivery plan, cost-benefit analysianming permission) that will succeed to
gain endorsement by the key relevant stakeholdwisiding the funding bodies, relevant
government agencies, local authorities, and futoperators. In a democratic regime,
decisions to give the go-ahead to a mega projecbeaexpected to be mired in controversy
centered on disagreements about how to best quaoists and benefits. Disagreements can
be expected to be sharp as different groups will te operate under fundamentally different
beliefs, planning horizons, and hidden assumptioviich make decisions to go ahead
largely the outcome of judgment calls by those ti@t the power to sanction the scheme,
e.g., elected politicians, company board. Techhic#he gestation process is not dissimilar
from the inception development processes, but tiheome is the opposite. Success in getting
the sponsor to commit capital to project deliveryesl not necessarily mean that the
promoter’s strategy at gestation was in some wagesor’ to that adopted previously during
the inception stage. But rather that the gestaticategy was an appropriate one in that given
time and in that given context, although the conteay have changed radically since the
inception stage. Crucially, the promoter-led eamBgotiations at gestation with relevant
stakeholders, and which are instrumental to galitigad and financial endorsement for the
scheme and support judgment calls, will frame thieire institutional and organizational
context under which the megaproject will be dekekrgoverned, and eventually operated.
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Figure 2- Understanding Change over ¢he Infrastructure D evelopmen Life-cycle

Delivery: Having gainedinancialcommitment from the project spon&r and endorsement
for the outline concept from relevant parties, scheme promotge.g., the London20: bid
team the Crossrail team pwing Royal assetthe BAA team negotiating the capi
investment for the next quinquenni) typically must cede control over the megaprojeca
delivery agent (albegeen athe ‘client’ by the supply chain firmsYhis agent ne¢s to have
the capabilities to managdmmth the princip: or ultimate client{the permanent organizatio
funding the project), thirgharties in a position of power and legitimacy tdluence the
project strategy and implementation plas well as the fragmentedipply chains th will
ultimately design and build tt megaproject output. However, aglie 2 illustratesmuch
can change during this critical handover betweestagj@n and delivel. The deliveryagent,
who is an expert in itdomair and may hae had limited if any involvement in gestat,
often wishesto renegotiate elements of the original stra - crafted in gestatic and
imprinted into delivery by th‘founders’ -in light of the new informatioithe agent brings to
the table and environmentahange that may have meanwhile occeer In the process of
‘selling’ the schemeahrough the ecologythe promoter may havehanged the scope a
hammered outvarious otherdeals that increased delivergosts significantl, or that
invalidatedassumptions ma at the early stages bwiere not factored in across all sche
structural elementsThe delivery agent may also have different pearoap of risk: of
overruns, and asrasult may want to renegotiate cingency provisiongn time or in cos, or
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change the scope. In the case of public-led megagsoin the UK, Treasury policy will
require to add a huge contingency (so-called ‘oistimbias’ factor) at this stage to create a
buffer to accommodate late change and shield pialits from potentially embarrassing
situations created by budget overruns. Hence, guhandover between promoter and
delivery agent, the delivery agent needs to exlsitodng leadership - and be empowered to
exercise it by governance - to take ownership ef rttegaproject’s strategic direction, and
renegotiate a strategy that can enable a succegssfjatt delivery. This entails:

1. Renegotiating a realistic delivery timescald bodget aligned with a redefined scope.

2. Designing an effective governance structure shrédées a right balance between exercising
control and oversight over the project executiaEgons and letting the executive do the job

3. Communicating the raison-d’étre for strategiaraiies and their impact to relevant parties.

Furthermore, as design detailing and constructimgnesses, the delivery agent will require
strong leadership skills and an effective goverpeastcucture to deal with pressure to make
strategic changes to the scope, timescale, or buafgthe megaproject. The sources of
change can be many: change can be driven by lotiab@ties’ late demands in exchange to
give consent for detailed planning permissionsubgxpected ground conditions or technical
problems; by significant economic or technologidahnge in the environment that may have
made obsolete the original strategy; and of cowasether major source of change will be the
gradual involvement of the future operator in desigcision-making as explained next.

Operations. Whilst the beginning of operations is normally asated to a pre-determined
project handover date, e.g., the infamous openatg df Heathrow T5 on 0March 2008,
delivery and operations stages overlap over a gefsm-called operational readiness in
practice) during which the delivery teams gradugdbss the baton’ or asset ownership to the
operators who will operate the assets over thed#escto come. Because of the extraordinary
long timescales and general uncertainty charaotgrizhe gestation and delivery of
megaprojects, it is unlikely the operator may haeen fully involved in the early stages
when fundamental design decisions had to be madsmme cases, the operator organization
may not even exist until mid-delivery. Hence, irsigéion and in the early stages of delivery,
the delivery agent may have to resort to someafodurrogate’ responsible for writing out
the requirements of the future operator until thdel gets in post and finally has the
opportunity to sanction these requirements. It @@ onusual to find delivery agents
complaining about a lack of operator engagemenhgduhe design process particularly in its
early stages when, paradoxically, the operator evdnéd arguably best placed to dovetall
design and the business case. More commonly, theefwperator lies dormant until
relatively close to the project handover date whdaptation costs may have become very
high. To overcome this challenge, an empoweredetgl agent needs on one hand to insist
with the operator to gain ‘skin in the game’ anctdiae involved in and accountable to
design decision-making as early as possible t@xtent the delivery agent may almost feel it
is bullying the operator to do so. The lever tihat delivery agent can use in this conversation
is the well-known limited ability of the operatar tirive change in the late stages of delivery
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due to the high risks involved in late amendmentshe design. On the other hand, the
delivery agent needs to either design a delivean phat allows for delaying particular design
decisions to a later stage when it is reasonabkxpect the operator to be fully in post; or
alternatively ask designers to produce flexibleigiesthat can cope economically with late
change. Likewise, the challenge for the eventuadides of the operating organization is to
engage in dialogue as soon as feasible with thgedglagent in order to communicate the
requirements for the desired operational legacyhef megaproject, and help reduce the
totality of capital and operational expenditure.thNgut this operator’'s early engagement,
megaprojects run either the risk of failing to defi assets which maximize business returns
over the operating lifecycle, or the risk of oveming their original project delivery budget
and schedule due to late adaptation of the desigmekt the evolving needs of the operators.

All'in all, a common theme in discussions with leesdof megaproject delivery organizations
is the challenge of balancing two forces: 1. thgiteh cost of building in design flexibility
upfront to cope economically with foreseeable utaieties in design requirements
associated to evolutions in the environment anthénneeds of the future operators; and 2.
the calculated risk -- if flexibility is not builh upfront -- of either costly late adaptation in
delivery, or delivering suboptimal outputs if thelidery agent manages to push back
operator-driven late requests to change the deBignhequally, leaders need to know when,
and critically how, to turn down late change redgsieghich on balance would most likely
bring limited long-term operational benefits vis4a-increasing significantly the downside
risks of harming the delivery goals. Whilst thehtigoalance is difficult to achieve, by
building early on and sustaining lasting relatiapshwith key stakeholder groups, the
leaders of the delivery agent, and importantly loé tgovernance overseeing executive
leadership and sharing decision-making power, balbetter able to gain the legitimacy that
is necessary to support the difficult judgmentsalisociated to whether to instruct or not late
strategic design changes based on balancing batlhgerg opportunities and downside risks.

To conclude, by framing megaprojects as relay rdoesveen fundamentally different
decision-making groups, the research team is ainmindpring to the fore a previously
overlooked challenge for megaproject leadershie-passage of the baton from a successful
‘bid’ team to a paired team comprised of a delivagent and the principal(s) represented
through a governance structure, and finally tofthere operators. It is during these handoff
periods that strategic change — and equally impgrtasistance to strategic change - is most
likely to occur driven by a number of different@a. Arguably, early engagement of leading
representatives from each of these lifecycle phassicularly the operator who often either
shies away from getting involved early on, is rmotited, or simply is not yet in post when
critical design decisions (which may be hard toaglelithout delaying the whole project
delivery) need to be made, may conduct to a mdeetgfe and efficient project delivery.

What is most clear from the research thus farinist, fthe need to urgently move beyond the
current negative rhetoric which hinders effectiamtiovers by sowing a seed of mistrust into
the infrastructure development process. And sectimel, need to demarcate the project
management function -- valuable as it is-- from itiegaproject leadership function. Clearly,
the events’ speakers- the chairman and the comistnudirector of ODA, the commercial
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director of Crossrail, or the Heathrow East progrerdirector -are not project managers.
Rather, their roles imbue the megaproject (whichdbfinition is a capital programme that
comprises various capital projects, physicallyriwened, and delivered with some degree of
concurrency) with much needed strategic capalslifier steering and coordinating the
project management teams. Because of the collesitteeand manpower required to deliver a
megaproject, both project management and leadefishépions co-exist But whilst research
on project management is mature, we still knowelitbout what exactly the megaproject
leadership function entails, how its competenced agkills need to evolve over the
infrastructure development life-cycle, and how nswre effective megaproject governance.

4.1 The Case of Crossrail

The Crossrail project is currently Europe’s largaststruction project and aims to deliver an
urban high-capacity metro railway connecting thestEand West parts of the London
metropolitan area. It will dramatically increase ttapacity of London’s transport network by
the end of 2019. The inception phase of the Crodspraject lasted several decades
culminating with a vigorous attempt in the early9Q8 that albeit gaining an initial

momentum, it failed in the end to gain sufficienfpport in Parliament- at a time when
interestingly, Paris, a capital city in perenniabeomic competition with London, already
boasted a RER network of five similar railway lir@snecting the centre to the suburbs.

Crossrail’s gestation can be traced to the beginninthe 2 century when a new scheme

promoter successfully negotiated a new narrativesacthe House of Commons and the
House of Lords. The result of this negotiation was scheme receiving Royal Assent in
2008, which created the Crossrail Act. The Act galagning powers to a delivery agent, the
newly formed Crossrail Ltd., to commence detailedign and construction on behalf of the
two sponsors, Transport for London, an organizateporting to the Mayor of London, and

the Department of Transport reporting to the céiginaernment.

Martin Buck, Commercial Director of Crossrail Ltdspoke first about the difficulties in
developing the Crossrail scheme through gestaGioossrail was, for a time, unable to garner
sufficient financial backing. But rather than mmesent the true cost of the delivery project
to gain support, the Crossrail ‘bid’ team were clahout the need for more capital and
worked to create a compelling case for joint fugdinom private organizations (BAA,
Canary Wharf, Berkeley Holmes), London businessroamity (through new levies), and the
government- ‘We did not fib’, quipped Martin. Rath¢he scheme promoter insisted that
Crossrail would require £15-16bn when only aroli#15bn had already been secured.

Discussing the project delivery stage, Martin stateat maintaining openness with the two
key sponsors has been a key value in CrossrailsLgdvernance which is constantly trying
to balance the ability to let the project execut{@rossrail Ltd.) get the job done whilst
ensuring it provides transparency needed for the dtakeholders to exercise control and
oversight. This balancing act is complicated, fitscause of a lack of understanding in the
early days about who the ultimate client was, DfTthe Mayor of London?; and second,

2 Of course project managers also need leadershifitigs, but we argue the makeup of the megaproject
leadership function is different.
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because delivering Crossrail requires working watHarge number of delivery partners
including London Underground, Network Rail, DLR, r@ay Wharf Group and Berkeley
Homes. To operate in such a complex environmbatctirrent governance structure frames
Crossrail Ltd as the single point of responsibiligsponsible for overseeing the performance
of its delivery partners. Crossrail executives répegularly to an independent board as
typical in corporate environments, as well as tgoiat sponsors’ board who keeps a
representative (project rep) on the project. ButlsttCrossrail Ltd places an emphasis on
creating and maintaining a world-class managenearn} the sponsors have designed four
control points that have significantly limited threcutive’ decision-making autonomy in the
first years. Only recently, and when almost all onagontracts have been let out, has
Crossrail Ltd. passed the fourth review point aathgd more decision-making autonomy.
The sponsors have also spelled out in the CrossRabject Development Agreement (PDA)
a number of criteria for intervention based on theéent Crossrail Ltd. is achieving its
performance objectives in terms of programme, ehuadue, risk mitigation, reporting, and
meeting the assurances and undertakings that arefpthe Crossrail Act; the PDA even
includes a non-relief clause, which dictates thats€rail Ltd. must bear all future risks with
no additional sponsors’ support, something deenwa Harsh from a private sector
perspective, but a necessity in a public-led megept during an economic downturn. Whilst
Martin acknowledges that Crossrail’'s governanoeery heavy and has limited the executive
decision-making power, he recognizes Crossrail imassive public-led investment in
extraordinary recessionary times, and it is critiogustify all decisions in the public eye.

4.2 The Case of London 2012

The gestation of the 2012 London Olympic Park aglnvproject can be traced to 2002 when
the government commissioned a cost-benefit analgsigup, the UK’s leading engineering
consultant. Arup’s report was based on a ‘specinpéamn for the games centred on the need
to acquire land and build five new sporting venweproject scope that was not dissimilar to
that of the project undertaken to prepare the @litylanchester to host the Common Wealth
games held in that year. In the years that follguted London2012 bid team morphed this
specimen plan into a major urban regeneration prdg East London, one of the most
deprived areas in London, with a Games overlaydst the sporting event. The Olympic
Delivery Authority (ODA), the megaproject deliveagent appointed by the government in
2006, has since then regenerated 2.5sq kilometieslwstrial land into a high-quality public
space including parkland supporting rare wildlifegjor sport venues, over 2000 apartments
many of which will become affordable social housiag education campus for 3-19 year
olds, and the transport and utility infrastructtodie all the assets together.

Howard Shiplee, former Construction director at tlA, discussed the need to

‘precondition [megaprojects] for success’. In orttebuild a project environment for success,
Howard argues, it is important in the early stagesen the delivery agent gets in post, to
recruit the right people with the right attitudeof a leadership perspective, part of what
amounted to the right attitude for the ODA was wrajuopenness and honesty characterised
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by being public about setting targets and, wheressary, admitting failures. Admittedly,
Howard pointed, it was not all ‘motherhood and appike’. Rather, they succeeded because
they all wanted to survive to the end, and in lighself-interest, they decided they needed to
stay together. Unarguably, Howard recognizes, then@ics immovable date was a major
strategic lever that ODA used repeatedly in ordeget people to do what needed to be done.

In discussing the ODA’s approach to leadership, &loMreinforced the importance that the
delivery agent plays in creating a successful emvirent through their engagement with key
stakeholders. He also explained that the ODA decitte embrace the notion that the
megaproject ‘baton’ must be passed from designftastructure to construction teams, each
of which having the specialist capabilities to deit part. In a venture as time critical as the
Olympic Games, the ODA played a key role in oratastg this passage of control guided
by three principles: listening, learning, and liaggswith all the relevant stakeholders.

From a governance perspective, ODA had a multi@agbvernance involving different
government departments and various influentiabtparties, to which Sir John Armit’s first
reaction was to think ‘politically correctness hgahe mad’. But this plurality of voices at
board level was instrumental to sustain politidajranent across government departments,
and between the government and the oppositionulimlately avoid the project being used
as a political footbail Part of John Armitt's role as ODA chairman wasgisely to keep the
opposition abreast of project progress; as he tptt would tell them 95% of what | was
telling the ministers to have everyone on the sgage and preempt political games.”
Notwithstanding this, John reckons that the ODAbgatay finished with more formal
assurances than it would have been necessary:naktend internal audits, project risk
controls, London 2012 controls, overall 10 levelassurance. This could be frustrating, but
John argues it ultimately helped to create a haylell of transparency which in turn created
confidence in the politicians to trust on the witrlt the ODA was doing.

Whilst both John and Howard would agree that frayrtiee London2012 project as a urban
regeneration scheme with a games overlay had teenight thing to do, they recognized
that only time will tell whether the legacy will steed. The ODA can be understood as
having put the skeleton, but challenging questi@msain: will there be financial support to
maintain the park, the first in London in the 1480 years? (the aquatics centre, for sure, is
going to be expensive to maintain). Thus legacy @apend on the willingness of politicians
and Londoners to give financial support to ongodeyelopment and maintenance of the
Olympic park, and if they do, the megaproject daantbe judged to have been successful.

That being said, other participants argued thatLitedon2012 legacy goes beyond bricks
and mortar. Representatives of the supply chaintedito a legacy in terms of UK plc. in the
sense ODA found better ways to do things, do moreldss, which helped to give the
construction industry confidence on its capability bid for megaprojects, export its
capabilities, lever the experience into internaalomarkets, thereby opening a lifecycle of
business opportunity; or as one participant puh#,Olympics project has become a piece of

3 0Or as a presenter facetiously remarked, ‘bettenaee them [stakeholders] inside the tent pissingtiean
outside pissing in’
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history that gave the industry confidence and eeta massive opportunity to help the
industry reconstruct a skills base. On the domefstint, however, attendants noted that
British politicians need to focus on the value ofrastructure if they are serious about
exploiting this new skills base to reconstruct thie's outdated infrastructure network. The
key issue is articulating what infrastructure canfor a congested country like the UK, so
one can have MPs, government, and overall politocaimitment to do megaprojects.

Related to this, another critical issue is accgptimt the amount of public investment in
mega infrastructure projects in the UK will diminisver time. Whilst the good news is the
evidence that outside investors want to invest khikfrastructure, the question for industry
leaders and politicians is how to get that privatney when it is recognized that investors
may consider facing the short-term constructiok, tit will tend to shy away from the long-
term planning risks. In this regard, someone ntheatlthe cultural make up of pension funds
in Europe (in contrast to those in Canada or intralisa) does not have the set of skills to
make them confident to invest in mega infrastrienojects, which suggests that the private
sector investment in UK infrastructure developmermgoing to be a slow process.

4.3 The Case of Heathrow’s Terminal 2

Julian Foster walked the audience through the ehgél of rebuilding the Eastern Terminal
campus for 30m passengers a year in the middlenefod the world’s busiest airports. He
argued that the conflation of many challenges fdmwgdhis project could be compared to a
perfect storm: a challenging budget and timesdalke,need to coordinate multiple design-
build consortiums, the need to keep the large nurabairlines forming the STAR alliance
happy and engaged albeit ongoing changes in thesupa&f this Alliance (most recently,
BMI, the second largest domestic carrier at Heathaod the largest member of the STAR
Alliance at Heathrow is in the process of beingdstl British Airways who occupies the
Western part of the Heathrow airport), the paranhdgsues of ensuring safety and security,
the perception, right or wrong, by the new owndr8AA that the commercial strategy the
company had used to deliver T5 turned out to berg gxpensive way to deliver an airport
terminal and should not be repeated; and last dukeast, the need to avoid another botched
opening after the debacle which was the openingeHeathrow’s terminal 5 in 2008 when
thousands of fights had to be cancelled due to nomseoperational issues.

To face up this storm, BAA has coined and investedeveloping the notion ditelligent
Client since 2009. This notion encapsulates ten opewtjgnciples or commandments: 1.
Define the need; 2. Specify the requirement; 3. rRhtlhhe work into optimum blocks; 4.
Competitively select ideal sources; 5.Devise argnatig contract with constructive
incentives; 6.Clear out obstacles and support aotdrs; 7. Enforce contract up, down,
sideways; 8. Integrate Products; 9.Commission; Ehéssess Effectiveness. Strategically,
the notion of an intelligent client means BAA as@npany is not interested in investing
capital resources to deliver and manage the dglieénndividual projects, but rather the
airport operator is interested in identifying stgit development options each one
corresponding to a capital programme (a set ofneleted projects) as well as identifying
strategic options embedded in each programme. KHémceach potential capital programme,
the company is interested in assessing how thesiment can realise commercial benefits
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and meet business objectives. Based on this assesdBMAA can then develop a portfolio of
programmes and structure them in a way so theypeatelivered on time and within budget
by design-build consortiums appointed competitivelith BAA retaining the role of systems
integrator across programmes, and between the groges and the existing assets and
operations at Heathrow airport. To realise itslilggent client model, BAA has been focused
on developing the procedures and standards thatetign-build consortiums need to follow.

From a governance perspective, Julian explained 'BA#pproach is anchored on the
principle of involving the firm’s senior executiteam — the team that reports directly to the
BAA board of shareholders- in capital programmeisien-making. Hence, each programme
has a programme sponsoring group which acts asuanfavhere the top management team
can resolve major design and delivery issues anthgeathe key stakeholders. In addition to
sitting on the programme sponsoring groups, BAAcakge directors sit on functional
executive boards to which all programmes must tegog., performance review executive,
construction Health and Safety executive, or s@p@ngagement executive.

From a leadership perspective, Julian’s commentse wadigned with John Armitt’'s
comments, and also emphasised the traits of |daigeirs particular in terms of expressing
passion and energy for the work. Julian also maeticthe importance of gaining visibility
and ensuring consistency of approach which getslated in applying the same standards in
terms of quality, health and safety, or site cleesds to all programmes. Leadership should
also be about encouraging innovation, celebratinngess, and scouting options ahead. Julian
wrapped up his presentation by quoting a remarkenigdNelson Mandela: “A great leader
is like a shepherd. He stays behind the flockjngtthe most nimble go ahead, whereupon
the others follow, not realising that all along\ttege being directed from behind.”

4.4 Final Comments

The workshop revealed the need for more fundameesalarch on the issues of leadership
and governance in mega projects, as well as fasinyating how the industry can: 1. take on
board the emergent insights, 2. understand whatithplications might be, and 3. apply the
insights to practice. The discussion seemed to esigg first step for researchers and
practitioners might be to undertake work that @kesi the key roles and functions in mega
projects. For example, the delivery agent playgw riole, but whilst the suppliers perceive
this organization to be the client, the ultimatej@ct client is in fact not the supplier’s client,
but rather a multi-headed principal that sits amgbvernance structure and exercises control
and oversight over the delivery agent’'s actions dadisions. Because of the size of the
capital investment underpinning any megaprojegs, imevitable the governance structures in
public-led projects will lean towards cumbersomeelucracies that significantly constrain
and slow down the delivery agent’s decision-malaagability. Rather than resist to this, the
delivery agent wants to use it to its advantaga agans to create transparency in decision-
making and build the principal’s confidence andtron its actions.

It was heartening to realize that the analogy ofj@peojects as relay races involving tricky
baton handoffs played well with a practitionersd&nce, which intuitively related to the
figurative challenge of passing the baton witheutirhg it fall off to the ground, as well as to
the need to shift the rhetoric on megaproject esshtlation from negative to positive ideas.
This was so to the extent the CID team was encedrémtalk to Infrastructure UK and other
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government client bodies about its ideas. And spe@ple overall felt the Major Projects
Authority and Academy as well as the GovernmentadeGReview process would benefit
from an engagement with the CID team.

From a leadership perspective, the discussion Wasacterized by two main aspects. On the
one hand, there was a discussion centered ondite d¢f leadership, and on the other hand a
discussion centered on leadership as a practiceevthe fundamental question was ‘what do
leaders do?’ On the former, consensus seems to draeeged that megaproject leadership
(from a delivery agent executive and principal pecdives) requires some fundamental traits
including sincerity, empathy, openness, effectiommunication, and ability to simplify. But
people also acknowledged these traits can be eelatlrough different leadership styles. On
leadership as practice, the audience agreed that lgladers do can be fundamentally
different along the infrastructure developmentdyfele stages. But there was a consensus that
leaders need to engage with key stakeholders Bsasgpossible in the delivery process.

1. Appendix I - Discussion dinner: Leadership and governance of
megaprojects, March 27, London

List of Attendees:

Mike Saunders, President, Power & Process Europe, Amec

John Oliver, Head of Project Management, BG Group

lan Reeves CBE, Chairman Constructing Excellence

Don Ward, Chief Executive Constructing Excellence/MBS

Andrew Wolstenholme OBE, Chief Executive Crossrail

Martin Buck Commercial Director Crossrail

Malcolm Bairstow, Global Head of Infrastructure, Ernst & Young

Paul Morrell OBE, Government Chief Construction Advisor

HMG, Paul Skinner, Non-executive Chairman Infrastructure UK

Geoff French, Vice-President Institution of Civil Engineers

Howard Shiplee CBE, Executive Director Laing O'Rourke

Professor Michael Luger Dean Manchester Business School

Professor Nuno Gil, Academic Director, Centre for Infrastructure Development, Manchester
Business School

Anthony Oliver, Editor New Civil Engineer

Simon Kirby, Managing Director, Infrastructure Projects, Network Rail
Sir John Armitt, Chairman Olympic Delivery Authority (ODA) and ‘provocateur’
Richard Laudy, Partner Pinsent Masons

Fraser McMillan, Partner and Head of Scotland, Pinsent Masons
Graham Robinson, Consultant, Pinsent Masons

Alastair Morrison, Partner and Head of Client Strategy, Pinsent Masons
Lance Taylor, Chief Executive Rider Levett Bucknall,

Murray Rowden, Head of Infrastructure, Turner & Townsend

Nuno Gil and Colm Lundrigan, 2012 16



The Leadership and governance of megaprojects r€ibrt No.3/2012

2. Appendix II - Workshop invitation: The leadership and governance of
mega-projects

A half-day workshop organised by the Centre for Infrastructure Development (CID), a partnership
between Manchester Business School and Constructing Excellence

Date/time: March 28 2012, 9am for 9.30 to 1.30pm
Venue: London

Price: Free of charge to attend for up to two representatives each of members of CID and
Constructing Excellence; £250/head for non-members

Invited attendance

Industry leaders and senior managers seeking to understand what it takes to lead mega-projects
from the early planning stages through design development and construction to handover to
operations

Aim and Context

This ground breaking workshop aims to spearhead a well-grounded discussion on models of
leadership and governance for mega infrastructure projects. These projects involve massive funding,
many stakeholders, and long planning and delivery timescales. Common to these projects is also that
design and construction processes are beset by change in response to broader changes. For high-
performance project development and execution, world-class leadership and governance is
paramount. Leadership is needed to create environments that enhance the ability to pay for new
projects, that make it possible to design assets adaptable to change, and that enable delivery teams
to succeed, deliver efficiently, and handover high-quality assets on time, within budget. Governance
is essential to empower and help leaders to make the best decisions with the right information when
the decisions need to be made, as well as to make them accountable for those decisions.

To provoke discussion about leadership and governance in mega projects, we are inviting leaders of
Crossrail, London Olympic Park, and Heathrow airport T2/T5 to present their views grounded on
their own contexts. Preliminary insights from an in-depth comparative and scholarly study of these
projects will also be shared. In a roundtable format, the presenters will field questions from the
audience, and participants will be invited to share their own experiences and views. The workshop
will be relevant to any professional involved or with the aspiration to get involved in mega project
development and delivery, and looking for an opportunity to reflect and learn on the challenges that
these projects pose, and how different institutional contexts may require different models of
leadership and governance.

Workshop speakers

Keynote speaker: Sir John Armitt: Chairman of the Olympic Delivery Authority

Professor Nuno Gil, Manchester Business School, Developing Mega Projects: The Relay races
challenge

Martin Buck, Crossrail Commercial director: The case of Crossrail

Julian Foster, BAA Eastern Campus programme director: The case of Heathrow Terminal 2
Howard Shiplee, former ODA Director of Construction: The case of the Olympic Delivery Authority

Agenda
Introduction, Chairman — Don Ward (Constructing Excellence/CID)
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Seminar speakers as above
Workshop discussion and debate
Conclusions and way forward
Lunch

Participants will gain a unique opportunity to join and participate in the first public debate on
governance and leadership of mega projects, exceptionally well-grounded on three fundamentally
different mega projects. By reflecting and sharing ideas and conceptions, participants will directly
advance on-going development work on leadership and governance in mega projects, and more
broadly build a shared understanding of how to adapt alternative models to different project
contexts. Participants will also make valuable contacts with major clients and leading supply chain
firms involved in mega project development.

The workshop organizers
Nuno Gil and Don Ward, Centre for Infrastructure Development, Manchester Business School, UK
Please contact Natalie Parker for further details: natalie.parker@constructingexcellence.org.uk
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