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Outline

■ The UK’s critical infrastructure will be 
delivered over the coming decades 
through the vehicle of Major Programmes, 
(mega projects, giga projects, tera
projects)

■ They are equivalent in scale to the GDP of 
nations and matter strategically to 
countries as well as multi-national 
corporations

■ However, they have the tendency to 
destroy economic value rather than create 
it, which demands that policy makers 
design a new paradigm for their appraisal, 
management and delivery



Major Infrastructure Programmes in Context



From ‘Poster Boy’ to ‘Problem Child’

■ Costs over-runs and benefits shortfalls are 
typical for major programmes and 
undermine viability

■ Root causes of failure are often overlooked 
ignoring politics, power and the interaction 
of complex actor networks looking for more 
‘rational’ explanations

■ Major Programmes are “emergent” and 
unknowable and interact in unpredictable 
ways within their context, environment and 
social setting, placing significant 
challenges for their management

Large-scale programmes have a calamitous
history of cost over-run (Flyvbjerg, 2014)



Characteristics of Major Infrastructure Programmes

■ Major Programmes are typically massive 
indivisible artefacts with investment taking 
place in waves of  many billions of pounds

■ They exhibit risk because of their long 
planning and appraisal horizons and 
complexity induced by very large numbers 
of stakeholders, interfaces and non-aligned 
interests

■ Major Programmes are hard to ‘pin down’ 
because innovations proliferate, group 
boundaries become uncertain and the 
range of entities to be managed fluctuates 
from phase to phase and cannot be limited 
in advance



■ Major Programmes are unique 
phenomenon and are not scaled up 
projects in ‘controlled environments’ 
(whatever lawyers may think)

■ They exhibit unquantifiable risks, high 
emergence, fluid actor networks and 
uncertainty in unstable “open systems”

■ To be successful they require co-operative 
and collaborative social behaviour 
supported by integrative management 
practices for the management of risk, 
uncertainty and emergence

Programme organisation in context showing stakeholder interchanges at
‘open system’ boundary inspired by “the integration of systems” (Davies &
Hobday, 2005, p. 43 and author)

Characteristics of Major Infrastructure Programmes



How are Major Programmes approached?



A view from the UK’s National Audit Office

■ “Strong collaborative relationships go hand 
in hand with good programme 
performance”

■ “Government departments and industry 
should jointly consider the balance of 
contractual terms to underpin  the 
behaviours likely to lead to successful 
programme outcomes”

■ BS 11,000 (collaborative business 
relationships) supports this view stating 
benefits in time, cost and the management 
of risk



A sense of Déjà Vu

■ Collaborative and relational methods were 
demanded twenty years ago, but have not 
been adopted – why?

- Constructing the Team (Latham)

- Trusting the Team (Bennett & Jayes)

- Rethinking Construction (Egan)

- Accelerating Change (Egan)

■ Presently, less than 12% of programmes 
are based on truly relational methods 
despite the ubiquitous use of the New 
Engineering Contract (NEC3)

■ The industry appears wedded to Classical 
Contract Law which seeks risk transfer 
rather than risk management

Sir Michael Latham

Sir John Egan



Contract Strategy and the Front End Phase

■ Contract strategy and approach 
significantly impacts how risk is managed, 
particularly at the front end phase of Major 
Programmes

■ The front end phase is widely 
acknowledged to be the most important 
time for a Major Programme. How this 
phase is managed is of critical importance 
for the ultimate delivery of the planned 
outcomes

■ The impact of the contract strategy on 
benefits realisation is overlooked due to an 
undue (or even singular) focus on risk 
transfer at the expense of the management 
of complexity, emergence and risk



Contingent issues pertaining to contract strategy

■ Contract strategy should be contingent 
upon risk relative to characteristics and 
context

■ If this were truly the case, one may expect 
to see a greater representation of 
Relational Contracting to support 
collaboration, but this is not the case

■ The industry needs a better appreciation 
and understanding of Relational 
Contracting as part of the solution for the 
management of complexity, emergence 
and risk



The Relational Theory of Contract

■ The term was first coined by Ian Macneil
who argued the shortcoming of Classical 
Contract Law’s ability to bound bargains of 
great uncertainty and complexity over long 
horizons

■ Such contracts can only ever be performed 
if the parties co-operate

■ Contracts for Major Programmes therefore 
should be far more concerned with the 
encouragement of co-operative social and 
political behaviour than transferring a risk 
that cannot be transferred



The limitations of Classical Contract Law for Major 
Programmes
■ To ensure the delivery of the planned 

outcomes, emergence and uncertainty 
needs managing

■ The delivery of the planned outcomes is 
more probable if organisational stability is 
achieved, as the actor networks are often 
dynamic and unstable

■ However, Classical Contract Law cannot 
fully describe what is unknowable and 
therefore cannot possibly be fully 
contingent for  Major Programmes



The Classical, Relational continuum

■ For Major Programmes, joint performance 
is the emergent outcome of multiple agent 
interaction which is difficult for classical 
contracts to describe

■ Major Programmes are impossible to 
describe ‘upfront’ and so requirements 
elicitation is emergent, forced by 
collaboration not suited to “pre-designed” 
governance or standard contract types

■ The contracting approach has to be 
sufficiently flexible to support an “ongoing 
bargain” and handle asymmetrics of power 
to ensure that front end value creation is 
not eroded through execution

Shenhar and Divir’s ‘Diamond Model’ modified for 
characteristics of contract type (Shenhar & Dvir, 2007 
and author)



Mitigating sources of entropy

■ Classical Contract Law is based on the 
premise of self interest and individual utility 
maximisation and opportunism

■ Major Programmes take place over too 
long a time horizon for this to be a rational 
response

■ Whereas relational exchange creates 
circumstances where the long run 
individual economic interests of each party 
conflict with any short run desire to 
maximise individual utility 

“…somewhere along the line of increasing 

duration and complexity, trying to force 

changes into a pattern of original consent 

becomes too difficult and too unrewarding to 

justify the effort and the contractual relation 

escapes the bounds of the classical system 

toward what can be achieved through the 

political and social processes in the relation, 

internal and external” (Macneil)



Why has Relational Contracting not diffused given 
so much historic and more recent policy intent?
■ Diffusion of Innovation Theory may help 

support an understanding of why 
Relational Contracting has not become 
ubiquitous

■ Top down policy intent into a fragmented 
mis-aligned industry has not had the 
intended impact

■ As a result, Major Programmes continue to 
take place amidst a fragmented, 
adversarial industry culture that 
perpetuates a flawed and failing model 

Variables determining the rate of adoption of innovations (Rogers,
2005, p. 222)



How can we recognise the interdependencies?



Introducing the research to understand why
Relational Contracting is not diffusing
■ Seventeen leading figures were 

interviewed

■ The participants represented:

- The practioner community

- Lawyers

- Financiers

- Policy makers

- Sponsors

- Procurement professionals



Participants were well distributed across 
professional groups and market segments
Cases: Professional Group – Nodes by Attribute Value  (author) Cases: Organisation – Nodes by Attribute Value (auth or)



Key Findings I 1

The characteristics of Relational Contracting support collaborative approaches for 
better management of complexity, emergence and risk

Relational Contracting is perceived by industry as too complex

Relational Contracting’s weak adoption is self perpetuating

Power matters!  Lawyers, financiers and procurement professionals have the greatest 
influence on contract strategy, yet no delivery accountability 

Sponsors (encouraged by their primary advisers) avoid risk management 
preferring risk transfer (even though impossible to achieve for Major 
Programmes)

The lack of trust inhibits the adoption of relational methods – who do I blame?

Short term decisions in support of profit taking by project finance, supply chain 
shareholders and others mitigates against long term incentives
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Key Findings I 2

Relational Contracting’s lack of a quantified benefits case will impede its adoption 
speed

Relational Contracting is inconsistent with an industry culture conditioned by self-
interest and short termism

The low volume of Relational Contracting inhibits investment in new capability 
which in turn perpetuates weak adoption
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Key Findings I 3

Promotional policy efforts will repeatedly fail to hasten the speed of adoption of 
Relational Contracting until the industry’s custom and practice is challenged

Partnering and Alliancing methods lack a theoretical basis or any established 
“practices” for their management and control
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Key Findings I 4

Attitudes to risk transfer and emergence – Construct table with blended text descriptions inspired by Graebner, 2004 (author)



Summary and Conclusion

■ Relational Contracting will not diffuse until 
Major Programmes are recognised as 
unique phenomenon not as “scaled up” 
projects in controlled environments

■ Classical Contract Law cannot capture a 
Major Programme’s unquantifiable risks, 
high emergence and fluid actor networks

■ The UK infrastructure and construction 
industry is slow to innovate in many areas 
of practice and is highly fragmented 
making any effort to modernise very 
difficult

“…we cannot prepare to fail by failing to 

prepare and the paradox of Relational 

Contracting should be tackled with some 

urgency by policy makers in order to grasp 

the opportunity the present wave of 

infrastructure in the UK presents”
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