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IN THE LAST TEN YEARS THE CONSTRUCTION INDUSTRY IN CROATIA HAS
BEEN CHARACTERISED BY LARGE INFRASTRUCTURE CONSTRUCTION
PROJECTS. The focus of the current research is on large infrastructure
project overruns and their causes, with the purpose of finding an effec-
tive way of dealing with them. During the last six years there has been
a high intensity of motorway construction which is characterised by its
fast-paced dynamics and adapting legal and institutional conditions.
The paper presents preliminary research findings on road transport
construction projects in Croatia and governance framework analysis
as a basis for future research on project management governance.
Project governance is analysed in more detail for the purpose of deter-
mining its relationship with other forms of governance in order to dif-
ferentiate them. There are several frameworks for project governance
already in use with positive results. A case from the UK and one from
Norway will be analysed with the purpose of identifying their relation-
ships with project governance principles. Each infrastructure project
construction model is based on the transport policy of an individual
state. The purpose of this paper is to provide a basic starting point for
developing a governance framework tailored to one specific country.

INTRODUCTION

In the last ten years, the construction
industry in Croatia has been marked
by large infrastructure construction
projects, a major portion of which are
highway construction projects, char-
acterised by their fast-paced dynam-
ics and adapting legal and institution-
al conditions. Although these high-
way construction projects are consid-
ered to be successful in the wider

community due to the high quality of
the highways, they are suffering from
a widely known major public infra-
structure project illness — time and
cost overruns.

To address the problem of project
overruns, researchers in large project
management have moved their focus
from execution phases and best prac-
tices towards front-end phases and
project governance frameworks, hav-
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ing realised that even well-managed
projects have ended in failure in the
eyes of society, the investors and oth-
er stakeholders. (Klakegg, Williams et
al. 2007) (Miller and Lessard 2000)
Project governance is recognised as a
critical factor for success in project
delivery. (Garland 2009)
Megaprojects are qualitatively more
complex and risky, and therefore re-
quire governance regimes that are dif-
ferent from those of more routine and
less risky endeavours. (Miller and
Hobbs 2005) High levels of uncertain-
ty, complexity, long duration and a
large number of stakeholders are the
main characteristics of large infra-
structure megaprojects, as well as
their impact on the community, the
economy, technological development
and the environment. (Li Zhai 2009)

A key requirement for project gover-
nance is to define how resources and
risks are to be allocated among stake-
holders (Klakegg, Williams et al.
2007) as well as to define control
measures for meeting set goals,
which is constrained and defined by
legal and regulatory mechanisms with
the aim of ensuring better utilisation
of public funds.

Croatian governance is currently in a
critical state with respect to large
project delivery due to the effects of
the global crisis; in order to ensure
the success of any major investment,
a new approach to project governance
is absolutely necessary.

All of these are reasons for this in-
depth study of infrastructure projects
and their governance frameworks.

Background and
methodology

This paper aims to discuss findings
from preliminary research carried out
on large infrastructure project gover-
nance frameworks. Based on litera-
ture, research and analysis, various
types of governance and their main el-

ORGANIZATION, TECHNOLOGY AND MANAGEMENT IN CONSTRUCTION

ements and characteristics will be
identified. Project governance will be
analysed in more detail, and how it re-
lates to other forms of governance will
be determined. There are several
frameworks for project governance al-
ready in use with positive results. A
case from the UK and one from Nor-
way will be analysed with the purpose
of identifying their relationships with
project governance principles.

Each infrastructure project construc-
tion model is based on the transport
policy of an individual state. Croatian
transport policy was carried over from
the transport policy of the former Yu-
goslavia, which was not acceptable
for Croatia after gaining its indepen-
dence. There was neither a strategic
nor a legal framework for the realisa-
tion of infrastructure projects. With
the end of the war favourable condi-
tions were created for implementing
an independent transport policy
which is the basis for the framework
for transport infrastructure projects.
These frameworks had to be support-
ed by institutions, and aligned with
laws and regulations to ensure rapid
construction which was considered to
be a strategic goal. The aim of this pa-
peris to use the results of analysis to
determine elements of governance for
current road transport infrastructure
projects after a long period of inten-
sive road construction.

Understanding governance
- corporate, programme and
project governance

The term governance is not always
used in the same way in English and
there is no adequate translation in
Croatian. Mostly, it is used as a mod-
ern term for political administration,
but it is also defined as a decision-
making, control and planning system.
Its meaning has exceeded political
and public boundaries. Definitions of
governance indicate a wide meaning

of governance both in the public and
corporate sphere, and descriptions
vary considerably, but they have sev-
eral elements in common: rules, struc-
ture, enabling activity/change and
reaching goals. (Klakegg 2009)
Wikipedia defines types of gover-
nance which have very different mean-
ings. In contrast to the traditional
meaning, global governance is used
for the regulation of dependent rela-
tionships in the absence of protective
political authority. The best example
of this is in the international system or
relationships between independent
states. Participatory governance fo-
cuses on deepening democratic en-
gagement through the participation of
citizens in the processes of gover-
nance with the state.

However, to understand the role of
governance in “projectised” business;
we need to understand what corpo-
rate, programme and project gover-
nance are, and how they interact.
Corporate governance consists of the
set of processes, customs, policies,
laws and institutions affecting the
way people direct, administer or con-
trol a corporation. It also includes the
relationships among the many play-
ers involved (the stakeholders) and
the corporate goals. (Wikipedia 2010)
The existence of an efficient corporate
governance system helps to ensure
the security of a market economy re-
sulting in lower capital cost and more
efficient utilisation of resources. The
corporate governance framework de-
pends on the legal, regulatory, and
institutional environment, but busi-
ness ethics and corporate awareness
of the environmental and societal in-
terests of the communities in which a
company operates can also have an
impact on its reputation and its long-
term success. In 1999, the OECD es-
tablished principles of good corpo-
rate governance to assist countries in
the assessment and improvement of
legal, institutional and regulatory
frameworks for corporative gover-

- AN INTERNATIONAL JOURNAL - 2(1)2010



nance and to provide guidelines and
propositions for investors, corpora-
tions and other parties for participa-
tion in the process of development of
good corporate governance. The
OECD defines corporate governance
as involving a set of relationships be-
tween all stakeholders - a company’s
management, its board, its share-
holders and other stakeholders, and
provides the structure through which
the objectives of the company are set,
and the means of attaining those ob-
jectives and monitoring performance
are determined. (OECD 2004)

Applied to the public sphere, the
OECD also provides a definition of
public governance: ‘“Governance” re-
fers to the formal and informal ar-
rangements that determine how pub-
lic decisions are made and how public
actions are carried out, from the per-
spective of maintaining a country’s
constitutional values in the face of
changing problems, actors and envi-
ronments.’ (OECD 2005)
Summarising these definitions, we
can now determine what corporate
governance consists of and why. (Fig-
ure 1) Even though Borzel, Guttenb-
runner and Seper distinguish be-
tween governance as structure and
governance as process (Klakegg
20009) this representation shows that
governance is both - structure and
process.

Corporate
governance

structure and
means

arrangements

control framework
and ownership

Programme

governance

leadership,
organisational
structures and

control of company’s
resource usage

deliver programme change
objectives

remain within corporate
visibility and control

ensure that programe
sustains and extends the
organisation’s strategies and
objectives

processes

functions, processes
and procedures

Provides overarching
control mechanisms

w»backdrop* for all activities
of managing programmes
and achieving the
programme’s outcomes

prepare manage and control
programme

Figure 2. Graphical portrayal of elements of programme governance

Governance in terms of programme
management comprises functions,
processes and procedures defining
how to prepare, manage and control
the programme. (Reiss, Anthony et al.
2006) Managing Successful Pro-
grammes also defines governance as
a control framework through which a
programme delivers its change objec-
tives and remains within corporate
visibility and control. (OGC 2007)
Since programmes utilise funds and
other resources which belong to the
organisation, processes and activi-
ties which provide control are gener-
ally referred to as programme gover-

set the objectives of the
company

attain those objectives
monitor performance

regulate relationships
between all stakeholders

determine how decisions are
made and how actions are

carried out
set of proceses, .
P ing the w
customs, policies, - ZZZﬁ g the way ’:) iocp;:tml
laws and institutions . ’

a corporation

Figure 1. Graphical portrayal of elements of corporate governance

nance. Therefore, the role of pro-
gramme governance is to ensure that
the resources of the organisation are
utilised in line with other activities.
The main elements of programme
governance are leadership and organ-
isational structure, processes which
ensure that a programme supports
and develops its strategy and organi-
sational goals. They form an overall
control mechanism and the backdrop
for all management activities. (Reiss,
Anthony et al. 2006)

Through the application of the OECD
definition of governance to projects,
we will arrive at an understanding of
project governance — it provides a
structure which helps define the ob-
jectives of the project, the means of
attaining those objectives and the
means of monitoring performance.
Garland defines project governance
as a framework for decision making;
the process of making decisions, the
established framework, models or
structure for their enablement. (Gar-
land 2009) The main focus of effective
project governance is the elimination
of project failure by doing projects
right and doing them right time after
time. (Weaver 2007) Project gover-
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nance must therefore encompass
project selection with regard to a
company’s strategy, project and proj-
ect quality management system.

Project
governance

structure

Framework for
decision making

director (or equivalent) and the senior
executive management of the organi-
sation, and is part of corporate gover-
nance.

define objectives of the
project

means of attaining those
objectives

means of monitoring
performace

processes of making
decisions

framework, models or
structure for enabling those
processes

Figure 3. Graphical portrayal of elements of project governance

Analysis of approaches to
project governance

APM defines ((APM) 2004) governance
of project management as a subset of
the activities involved with corporate
governance which can be applied to
programmes as well. | prefer the inter-
pretation that this is the arena in
which corporate governance and proj-
ect management meet and integrate.
This point of view requires looking
into the interaction of corporate, pro-
gramme and project governance. In
analysing the previous discussion and
considering APM’s definition of proj-
ect governance, it can be concluded
that programme and project gover-
nance are specific parts of corporate
governance but at the same time inte-
gral parts of programme and project
management (Figure 4). It is evident
that incorporating programme and/or
project management into an organisa-
tion without governance will resultin a
gap that most organisations are fac-
ing. It is also clear that there are areas
where project and programme gover-
nance overlap and these relate to
overlapping areas of project and pro-
gramme management in the organisa-
tion. Programme governance is the re-
sponsibility of the senior managing

ORGANIZATION, TECHNOLOGY AND MANAGEMENT IN CONSTRUCTION -

Programme
governance

create a joint or consensus decision-
making environment. This is entirely
opposite to the first and most impor-
tant factor of project governance — ac-
countability. One critical point is proj-
ect initiation, when the transfer from
organisational structure to project
governance is made. A project has not
been initiated if accountability for the
project’s success has not been estab-
lished, which will cause slow progress
or probable failure.

APM’s approach ((APM) 2004) sets
out 11 principles (Table 2) and 4 main
components of governance of project
management (“GoPM”):

Organization

Project

governance

Figure 4. Arena where corporate governance, programme and project

management meet

Based on the causes and symptoms of
ineffective project governance, Gar-
land (Garland 2009) formulated prin-
ciples of effective project governance.
He identified 4 groups of causes and
symptoms of ineffective project gover-
nance and 4 principles of effective
governance. (Table 1) The main pur-
pose of project governance is to meet
the needs of project decision making
for which an organisation’s structure
is not designed. It is very interesting
that he identified how the risk averse
culture of large organisations tends to

2. Portfolio direction — ensures that
all projects are identified within
one portfolio which is evaluated
and directed according to the goals
and constraints of an organisation

3. Project sponsorship — project spon-
sorship is an effective link between
an organisation’s senior executive
body and the management of the
project. This role has decision-
making, directional and represen-
tational accountabilities.

4. Project management effectiveness
and efficiency — ensures that the
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Causes of ineffective project governance

Confusion regarding the objectives of project governance

1.
2. Riskaversion
3.

Issues relating to organisational structure

4. Stakeholder and ownership issues
Principles of effective project governance

1. Ensure a single point of accountability for the success of the project

2. Service delivery ownership determines project ownership

3. Ensure separation of stakeholder management and decision-making activities

4. Ensure separation of project governance and organisational governance structures

Table 1. Garland’s causes of ineffective and principles of effective project

governance

teams responsible for projects are
capable of achieving the objectives
that are defined at project approval
points (skills and experience of
project leaders, the resources
available to them and the tools and
processes they are able to deploy).
Ensures effective delegation that
allows decisions to be made at a
level that is consistent with the or-
ganisation’s system for internal
control.

5. Disclosure and reporting - the con-
tent of project reports will provide
timely, relevant and reliable infor-
mation that supports the organisa-
tion’s decision-making processes,
without fostering a culture of mi-
cro-management.

The four components of project man-
agement governance support the
eleven principles by asking four sets
of questions whose purpose is to as-
sess the GoPM and to help to decide
what actions should be taken to sup-
port the set of principles.

We can see that these two approach-
es do not have the same point of view,
but both address the same issues. As
concluded above, project governance
is both process and structure, and
these two approaches support this
conclusion. APM’s approach address-
es project governance as process with
a focus on overall quality of project
delivery within the organisation, and
Garland’s approach addresses project
governance as structure for decision-

making with a focus on responsibility
and accountability.

If we try to fit types of governance into
an organisation, a question arises. If
we have corporate, programme and
project governance, is portfolio gov-
ernance missing? Let us take a closer
look at APM’s first component, portfo-
lio directing, and analyse its purpose.
What the detailed questions are ad-
dressing are actually elements of
portfolio management: alignment
with key business objectives, finan-
cial management processes, quality

of portfolio management, differentia-
tion of project and non project activi-
ties, risks associated with the project
portfolio, consistency with the organ-
isation’s capacity, the organisation’s
engagement with project suppliers,
the organisation’s engagement with
its customers and sources of finance
for sustainable portfolio, acceptabili-
ty of the impact of implementing the
project portfolio. Can this be incorpo-
rated within project governance? Can
someone responsible for project gov-
ernance be accountable for the port-
folio? The answer is no, and therefore
it is necessary to separate portfolio
management from project governance
and place portfolio governance within
corporate governance (see Figure 5).
There are common areas of different
types of governance that need to be
defined when governance is devel-
oped, and they are highly dependent
on a company’s business and organi-
sational nature.

1 The board has overall responsibility for governance of project management.

2 Theroles, responsibilities and performance criteria for the governance of project

management are clearly defined.

3 Disciplined governance arrangements, supported by appropriate methods and
controls, are applied throughout the project life cycle.

4 A coherent and supportive relationship is demonstrated between the overall business

strategy and the project portfolio.

5 All projects have an approved plan containing authorisation points at which the
business case is reviewed and approved. Decisions made at authorisation points are

recorded and communicated.

6 Members of delegated authorisation bodies have sufficient representation,
competence, authority and resources to enable them to make appropriate decisions.

7 The project business case is supported by relevant and realistic information that
provides a reliable basis for making authorisation decisions.

8 The board or its delegated agents decide when independent scrutiny of projects and

[y
[

project management systems is required, and implement such scrutiny accordingly.

There are clearly defined criteria for reporting project status and for the escalation of
risks and issues to the levels required by the organisation.

The organisation fosters a culture of improvement and of frank internal disclosure of
project information.

Project stakeholders are engaged at a level that is commensurate with their
importance to the organisation and in a manner that fosters trust.

Table 2. APM’s Principles of Governance of Project Management
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Main focus of the questions

alignment with its key business objectives,
p&p’s financial management processes,
quality of portfolio management,

I Portfolio direction

differentiation of project and non project activities,
risks associated with the project portfolio,

consistency with the organisation’s capacity, organisation’s engagement with project suppliers, organisation’s
engagement with its customers and sources of finance for sustainable portfolio,
acceptability of impact of implementing project portfolio

availability and competency of sponsors,
regular meetings with project managers and awareness of the project status,
responsibility for project - directions and decisions, resourcing, closing project,

1l Project
sponsorship

independent advice on project assessment,
accountability and ownership of business case,

accountability for the realisation of benefits,
representation of the project throughout the organisation,
key project stakeholder’s interests and project success

critical success criteria and its usage,

1ll Project
management
effectiveness and

, ractices
efficiency p ’

delegation of authority balancing efficiency and control,
contingency estimation and control according to delegated powers

information of project forecasts, progress,

significant project-related risks and their management,
threshold criteria used to escalate significant issues, risks and opportunities,
measures for both key success drivers and key success indicators,

IV Disclosure and
reporting

appropriateness of PM processes and tools, treatment and capacity of project manager,
roles and responsibilities GoPM,
capability of service departments and suppliers to provide key resources, issue, change and risk management

distinguish between project forecasts based on targets, commitments and expected outcomes, independent
verification of reported project and portfolio information,

reflection of project portfolio status in communications with key stakeholders,
business culture encourages open and honest reporting, assurance of quality of information, support of

whistleblowers,

minimum necessary reporting requirements

Table 3. Main components of governance of project management

Portfolio governance

Programme
governance

Project
governance

Organization

Figure 5. Portfolio governance as a separate part of corporate governance

For complete project governance, Gar-
land’s and APM’s principles must
combine with the exclusion of portfo-
lio direction.
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In conclusion, as far as project gover-
nance is concerned, cross-mapping
has been done to identify principles
related to the process and structure

of project governance. At the same
time, correlation with a project gov-
ernance component is noted by en-
tering a related number. Mapping
has been done for portfolio direction
as well, even though it is not consid-
ered part of project governance (Ta-
ble 3). Instead of simple elimination,
altering Principle no.8 to fit project
governance will contribute more to
project governance and fill the gap at
the same time instead of making a
gap. It is enough to request that “A
coherent and supportive relationship
is demonstrated between the overall
business strategy and project” with-
out referring to the project portfolio,
because it does not constrain the or-
ganisation as to how to realise its
business strategy.
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Ensure a single point of accountability for the success of the project

Service delivery ownership determines project ownership

Ensure separation of stakeholder management and decision-making activities

The board has overall responsibility for governance of project management.

2
3
4 Ensure separation of project governance and organisational governance structures
5
6

The roles, responsibilities and performance criteria for the governance of project management are

clearly defined.

7 Disciplined governance arrangements, supported by appropriate methods and controls, are applied

throughout the project life cycle.

8 A coherent and supportive relationship is demonstrated between the overall business strategy and

the project portfolio.

9 All projects have an approved plan containing authorisation points at which the business case is

reviewed and approved. Decisions made at authorisation points are recorded and communicated.

10 Members of delegated authorisation bodies have sufficient representation, competence, authority

and resources to enable them to make appropriate decisions.

11 The project business case is supported by relevant and realistic information that provides a reliable
basis for making authorisation decisions.

12 The board or its delegated agents decide when independent scrutiny of projects and project

management systems is required, and implement such scrutiny accordingly.

13 There are clearly defined criteria for reporting project status and for the escalation of risks and

issues to the levels required by the organisation.

14 The organisation fosters a culture of improvement and of frank internal disclosure of project

information.

15 Project stakeholders are engaged at a level that is commensurate with their importance to the

organisation and in a manner that fosters trust.

Table 3. Mapping principles with components and elements

Governance frameworks for
large projects - the current
state-of-the-art

The results of different research on
large infrastructure projects revealed
evidence of their failure either from a
social perspective or from the perspec-
tive of investors or other stakeholders.
(Flyvbjerg, Bruzelius et al. 2003), (Mill-
er and Hobbs 2005). As a response, the
last decade has been marked by re-
search and practice moving its focus to
the front-end phase and at the same
time striving to develop new models for
delivering large infrastructure proj-
ects. ((Klakegg, Williams et al. 2007),
(Miller and Lessard 2000), (Winch
2001), (Miller and Hobbs 2005), (Prie-
mus and Flyvbjerg 2007), (Flyvbjerg,
Bruzelius et al. 2003)). The start-up
phase in the development of a project
is long, complex, critical, time-sensi-
tive, iterative and often expensive (up
to 33% of the total budget). (Miller and
Hobbs 2005) Large projects involve a
large number of stakeholders with sig-

nificant social, business and political
influence. A major problem in large
projects that Flyvbjerg emphasises in
his work is accountability for a project,
for project outcomes, results and ben-
efits. It becomes very clear that best
practices in project phases are not
enough. Considerable efforts have
been made by the Office of Government
Commerce in the UK and by the Norwe-
gian government to develop frame-
works for the governance of large proj-
ects. Both countries began this devel-
opment after the expression of political
will to improve projects, to make them
more successful and consequently
save public funds. Analyses undertak-
en by both countries produced similar
results:

» high levels of uncertainty caused
by the repeated failure of large
projects and market changes,

» shortfall of public investment proj-
ect success,

p strong individual contributions to
focus on the importance of public
investment projects,

1 11, IV

» support at high political levels to
take measures relating to the
above-mentioned problems,

and came up with solutions based on

similar grounds — a governance

framework focused on control and im-

provement of project quality. The ba-

sic concept for both models is the im-

provement of the quality of decision

making by having project quality con-
trolled at major decision points by ex-
ternal experts.

The Norwegian model was according-

ly named- Quality-at-entry regime —

which puts the front-end phases of a

project in focus. Every project with a

budget of more than 80,000 Euro

(classified as major projects) must go

through independent assessment and

review at two critical points before ac-
tual project commencement:

(QA1) Quality assurance of the
choice of concept

(QA2) Quality assurance of the ba-
sis for control and management.

The purpose of the QA1 is early choice

of concept and investment decision
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on project pre-planning and QA2 is
“Go” decision, decision on project fi-
nancing and includes cost estimates
and uncertainty analysis for the cho-
sen project option. Table 4 presents a
summary of the content of QA assess-
ments.

In the UK effort has been made to de-
velop both best practices for project
management (PRINCE2, MSP, MoR,
ITIL) and a governance framework
based on the OGC Gateway Review
Process. It consisted of 6 gates, 5 of
them at project level during its lifecy-

cle and 1 gate at a strategic level sev-
eral times during the project’s lifecy-
cle. (Table 5)

How do these frameworks fit with
project governance as concluded in
the last paragraph? Actually, they are
a means of ensuring and attaining all

@ Subject of assessment Assessment feedback

Uncertainties likely to affect the project
Anticipated socio-economic benefits versus

Needs analysis

Overall strategy document

QA1 Overall requirements
specification
Analysis of alternatives
Management strategy

QA2 Success factors

Uncertainty

costs

Ranking of alternatives

ensure the cost frame will hold

Table 4. Content of QA assessments

Critical Stage or Gate Type of Review Areas assessed include:

Gate o Strategic
management

Gate 1 Business
Justification

Gate 2 Procurement
Strategy

Gate 3 Investment
Decision

Gate 4 Readiness for
Service

Gate 5 Benefits
Realisation

programme-only review that investigates the
direction and planned outcomes of the
programme, together with the progress of its
constituent projects. It is repeated over the life of
the programme at key decision points.

Focuses on the robustness of the business case

with respect to the proposed approach and

supporting analysis.

e clarity and practicality of proposal and
strategic fit

e risks and critical success factors.

Focuses on the project’s preparedness to invite
proposals or tenders. Areas:

e exploration of procurement options

o feasibility of project plan.

Focuses on whether the supplier selection

assessment meets the business needs and

contract delivery controls exist. Areas:

e implementation of procurement plan

e sustainability of recommended procurement
and contracting arrangements.

Focuses on assessing organisational readiness

for delivery and ongoing

management. Areas:

e achievability of implementation plans

e planning and implementation of risk
management strategies.

Focuses on measuring the project’s success to

date in achieving its objectives and potential

remedial actions. Areas:

e whether anticipated benefits are being
delivered

¢ ongoing contract development and
management.

Table 5. Content of the OGC Gateway Review Process
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Anticipated relevance, efficiency of
implementation and sustainability

The cost frame, including necessary
contingency to ensure the budget is realistic
How the project should be managed to

VIhWN B Vi B WNR SWN R

VP WNR

of those principles. These frame-
works are in fact the link between the
two identified aspects of project gov-
ernance, structure and process. They
set rules for developing the project,
setting quality and standards for proj-
ects. Information prepared for and re-
ceived by reviewers provides a means
for making decisions on project con-
tinuation. The structure and how the

1: Policy and business context

2: Business case and stakeholders

3: Management of intended outcomes
4:
5
6

Risk management

: Review of current outcomes
: Readiness for next phase — delivery of outcomes

: Policy and business context

: Business case and stakeholders

: Risk management

: Readiness for next phase — delivery strategy

: Assessment of delivery approach

: Business case and stakeholders

: Risk management

: Review of current phase

: Readiness for next phase — investment decision

: Assessment of proposed solution

: Business case and stakeholders

: Risk management

: Review of current phase

: Readiness for next phase — Readiness for service

: Business case and stakeholders

: Risk management

: Review of current phase

: Readiness for next phase

: Operations review and benefits realisation

1: Review of operating phase

2:

3: Plans for ongoing improvements in value for money
4:

Business Case and benefits management

Plans for ongoing improvements in performance and

innovation

5:
6:

Review of organisational learning and maturity targets
Readiness for the future — Plans for future service

provision
Annex: Reviewing PFl projects as part of 0GC Gateway
Review 5
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review process is integrated into an
organisation are highly dependent on
the institutional, legal, regulatory
and government conditions of the
specific country.

Analysis of the Croatian
framework

During the first decade of Croatia’s in-
dependence, the construction of
roads was slow because of the war
and adverse circumstances. However,
some studies were carried out and all
major strategic documents were ap-
proved by Croatia’s parliament focus-
ing on the major development proj-
ects and that initiated development of
a governance framework for road
transport projects.

The transportation development
strategy of Croatia was the first long-
term development document for the
transportation system after the es-
tablishment of an independent and
sovereign Croatian state. Its purpose
was to address the problem of the
lack of a long-term transport policy
and became the basis for medium-
term plans (in line with Croatian stan-
dards, they are four-year construction
and maintenance plans). The aim of
the government’s initiative to create
these documents was to identify na-
tional priorities for the allocation of
financial resources according to the
plan of action.

The legal framework for project gover-
nance is determined by the Public
Roads Law, in accordance with which
a medium-term (4-year) plan, called
the Public Roads Construction and
Maintenance Programme, is the docu-
ment upon which decision for a four-
year period will be based.

Selection of routes for 4-year plans,
as a result of Croatia’s challenging ge-
ography, was conducted based on the
following parameters related to the
state’s territorial profile: the length
and position of its borders with neigh-

bouring countries; the position of
pan-European traffic corridors within
Croatia, the position in relation to oth-
er European road networks, the posi-
tion of regional and development cen-
tres, relief features, the importance of
environmental protection — mainly
strategic parameters.
Programme/portfolio consolidation is
performed under financial and tempo-
ral constraints, of course. A key char-
acteristic of this framework is that
road projects are shaped within pro-
gramme/portfolio plans made for the
whole country. The responsibility for
roads and highways was shared by
two organisations, but the first phase
of the project lifecycle still takes place
within one portfolio.

Portfolio
/programme
approval/

Decision making

rangements in accordance with the
medium-term plan. Its board acts as
project owners, but there is no for-
mal decision-making procedure re-
garding projects.

Looking more closely at the decision-
making and management processes,
the framework has a strong anchor-
ing in its design and execution phase
developed by the agency based on a
strong construction management tra-
dition. All processes are developed
based on regulatory procedures for
construction and public laws. There
are cases where a project manager is
appointed only for the execution
phase, and front-end phases are
managed within a permanent func-

Government

Portfolio/programme management - short-term plans Ministry

9oueusanos 138foid

Project
governance

Agency- executive
board

Project Project Agency- across
management management departments

i

Figure 6. Current framework for Croatian road transport projects

Implementation of strategic docu-
ments is institutionally set up
through the Ministry of Transport
which answers to the Government of
the Republic of Croatia for coordina-
tion. Through the work of the Minis-
try, the development and the execu-
tion of plans is monitored and con-
trolled.

Once a medium-term plan is ap-
proved by the Government, gover-
nance for the whole project is under-
taken by the responsible agency. It is
the agency’s responsibility to make
the governance and management ar-

tional part of the organisation. How-
ever, some elements of project gover-
nance can be found as portrayed in
Figure 6.

Decision making

To assess the Croatian case of project
governance of road transport proj-
ects, the principle mapping table from
the previous section will be used. The
assessment will be done using the fol-
lowing indicators — N/E (non existing),
S/P (some proof - informal), S/E
(strong evidence)
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1 Ensure single point of accountability for the success of the
project

2 Service delivery ownership determines project ownership

3 Ensure separation of stakeholder management and decision-
making activities

4 Ensure separation of project governance and organisational
governance structures

5 The board has overall responsibility for governance of project
management.

6 Theroles, responsibilities and performance criteria for the
governance of project management are clearly defined.

7 Disciplined governance arrangements, supported by
appropriate methods and controls, are applied throughout
the project life cycle.

8 A coherent and supportive relationship is demonstrated
between the overall business strategy and the project.

9 All projects have an approved plan containing authorisation
points at which the business case is reviewed and approved.
Decisions made at authorisation points are recorded and
communicated.

10 Members of delegated authorisation bodies have sufficient
representation, competence, authority and resources to
enable them to make appropriate decisions.

11 The project business case is supported by relevant and
realistic information that provides a reliable basis for making
authorisation decisions.

12 The board or its delegated agents decide when independent
scrutiny of projects and project management systems is
required, and implement such scrutiny accordingly.

13 There are clearly defined criteria for reporting project status
and for the escalation of risks and issues to the levels
required by the organisation.

14 The organisation fosters a culture of improvement and of
frank internal disclosure of project information.

15 Project stakeholders are engaged at a level that is
commensurate with their importance to the organisation and
in a manner that fosters trust.

Table 3. Mapping principles with components and elements

CONCLUSION
. . Parliament
Based on this assessment of project
governance for Croatian road trans- e
Government
port projects using principles estab-
. . Ministry
lished in the central part of the pa-
per, the conclusion can be drawn that Agency
there is insufficient evidence that the
Projects

Croatian framework for road trans-
port projects fulfils conditions so as
to be considered a project gover-
nance framework. Therefore, there is
aneed to develop one, in order to im-

Private sector

et al. 2007))

ORGANIZATION, TECHNOLOGY AND MANAGEMENT IN CONSTRUCTION

S/P

S/P

N/E

S/P

S/E

N/E

S/P

S/P

N/E

S/P

N/E

N/E

Tradition

N/E

N/E

S/P

N/E

S/P

N/E

S/P

N/E

S/P

prove the success rate of large infra-
structure projects, particularly when
there is some evidence of elements
from which to start. If we compare
what organisational levels are in-
cluded within current governance
frameworks, we can see that the cur-
rent Croatian situation is very similar
to the Norwegian situation before the
introduction of the Quality-at-entry
regime. (Table 6) Comparing existing
Croatian practice and QA scheme as
process, it can be concluded that it
fits into the Croatian framework bet-
ter than OGC and can be used as a
starting point for developing a Croa-
tian project governance framework
for large transport projects.

This research will be continued and
extended to other large infrastruc-
ture projects whose governance
framework can differ from road trans-
port projects due to different legal,
institutional, organisational and fi-
nancial conditions; with the purpose
of creating a common governance
framework. There is also a need for
detailed analysis of the current spe-
cific organisation, management pro-
cesses and causes of project suc-
cess/failure to determine an appro-
priate approach.

UK CRO

Out of
scope

0GC
Current

Table 6. Integration of governance framework (adapted from (Klakegg, Williams
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