NTNU - Trondheim
Norwegian University of
Science and Technology

In search of success: Projects governance
through the Norwegian state project model

Path for Public Finances
Irish Fiscal Advisory Council
20 February 2025

Morten Welde
Concept Research Programme



Presentation outline

Background
The Norwegian state project model
Some experiences with the model

Advice

B w e



Background



Governments carry out many investment projects
every year




But not all are successful...

[2 > News > World > Germany = Menu  Weekly edition ~ The worldin brief ~ Q Search v
conomist
Berlin airport opens 10 years late and three -
times over budget Britain | Getting nowhere fast
The horror story of HS2
How a flagship project became a parable of Britain’s problems
el
Australian major projects face delays and +
cost overruns TOKYO 2020 OLYMPICS
Labour shortages and rising materials costs may force postponement. =
A . Tokyo Olympics cost doubles to

S13bn on COVID and overruns

| Snowballing budgets raise questions about taxpayer burden




Project governance through the
Norwegian state project model



A mandatory project model from year 2000

—aimed to ensure successful projects on several levels

Cabinet

decision
Problem Mandate  Conceptual . Pre-project
appraisal
Which
project?

Doing the right project?

Parliamentary
approval

Delivery

Execution

What
budget?

S,

Doing the project right?

Doing the right project wrong is better than doing the wrong project right

Effects

Ex-post

evaluation




The Norwegian State Project Model —aimed
at ensuring quality-at-entry

QA1: The choice of concept for further development and (potential) funding
(before government decision)

* Needs/problem analysis

 Strategic assessment

* Opportunity space

* CBA of conceptually different alternatives

QA2: Budget and business case sufficiently robust for efficient project
delivery (before parliament decision)

* Quantitative risk analysis
e Budget (including contingency, P85), and target cost (P50)
* Contract strategy



Probability based estimates

Probability

100 %1

85 % ]

50 %--

Contingency at
department or
agency level

Reserve at project
level

Probable sum of all
known cost items

A: Base cost

»i

B: Target cost (P5'0)‘§

C: Total budget (P85)

" Cost

< For the unknown
unknowns

< For the known
unknowns

< The known cost

The “Scandinavian way”

* Good preparations

* Good analysis process

* Stochastic method for calculation

* Openness in communication

* Accept and expose uncertainty

* Open discussion in group

* Good report to the decision
makers

* Transparency and sharing of data
and results



The State Project Model is owned by the Ministry of
Finance — mandatory for all ministries

e Key decisions anchored in the government and

parliament

External, independent review by professional experts

All reports are generally open and available to the
public

Statens prosjeldmodel]l - Kray il wiredning, pland
!lnﬂ:i.m'eﬂerm@quwr staten

* Developed over time, supported by facts and s
knowledge from the Concept Research Programme m’”

* Experiences shared across departments, agencies and e o omome
industry s “““ =

faridaringer og retmingsling for': ektorspes I'k.lc I'r\d




Successful projects rely on relevant guidelines, good
practice, robust scrutiny and efficient delivery

* |t's not just about cost
estimation, CBA or quality
assurance

e |t is the combination of

efforts and transparency that
builds a culture of quality that
permeates government ‘

\
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Isn’t this just “red tape”?

Benefits to society

—

* Average time QA1: 290 days 100+X

* Share of delivery time: 9% Often done in parallel
— with other front-end

* Average time QA2: 195 days activities
* Share of delivery time: 6%

External QA
0,001
* Average cost QA1: € 0.27 million
* Average cost QA2: € 0.23 million
Research
0,0001

* Total cost of QA compared to project Government

cost =< 0.2% investment
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The model is supported by
research and knowledge-
sharing

* Webinars, seminars, workshops, and
other types of dialogue with ministries,
agencies and consultants

* Conferences (bi-annually)

* Forum for the state project model

e Concept International Symposium on
Project Governance

e Collaboration with international networks
in academia and government

* LinkedIn account (new!)



Some experiences with the model



A significant improvement compared to 25 years ago

Deviation from budget (P85)

e Good cost performance at
portfolio level

* Most projects are completed
within budget (but there is room
for improvement)

* Large cost overruns are rare

* This is good news for risk-averse
decision-makers

100%

50%

0%

-50%

Underrun

Overrun

Project

Deviation from the P50 estimate

120%

70%

20%

-30%

-80%

Project

(N=111)

(N=106)



Impacts of the scheme:

T

ne process supports rational ¢

d

ecision-making,
nosals

nd may stop weak project pro

Rejected
or put
on hold ‘/
VE)

1. Better projects Rejected
a) Fewer cost overruns orputon
hold (71)
b)  Higher BCRs
2. Better decision-making
a)  Political strategic decisions early
(“the fox doesn’t watch the geese”)
b)  Limit the number of candidate projects Project
C) Transparency appraisa|S QA]. Proceeding to the
) . preliminary
3. Wider lmpacts (128) project phase (57)

a)  Build skills in departments and agencies

b)  Sharing of knowledge: Practice and Just QA2 (180)
academia

c) Ripple effects to local and regional
authorities

QA2 (237) In development (56)

Completed (152)

I may make a political decision that is wrong from a professional point of view, but now | at least know that I’'m wrong.



Remaining challenges

Cost escalation before formal funding decision

Increasing no. of (ongoing) “mega-projects”, some with
mega problems

* F39 Rogfast (sub-sea tunnel), €2,200 million: +19%

* Life Science Building, € 1,100 million: +84%

» E8 Sgrbotn-Laukslett (bridge/tunnel/road), € 340 million: +37%
* Viking Age Museum, € 330 million: +41%

Poor selection efficiency (decreasing returns to
investment?)

Lack of benefits management, sound theory of change
Limited use of results from ex-post evaluations
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Advice based on our experiences



Appraisal and QA is cheap, delivery is

expensive

The possibility to make
changes

T~

Cost of making changes
(economically and
politically)

) Project >—>

Time

Front-end Delivery phase

Appraisal # planning
* Appraisal = what could be done
* Planning = how to do it

Don’t be tempted to start
construction without proper
appraisal and scrutiny to “get things
done” —that is a certain pathway to
cost overrun and misallocation of
resources

Keep an open mind and
acknowledge that there are always
several solutions to a problem

Focus on the change that you need,
not the project that you want to do



Ministries must act as gate keepers

* Realistic planning — limitations on how many
projects that can be funded by the government

* Timing — what problems can wait?

* Potential — which proposals have the highest
potential for positive benefits?

* Legal obligations — are there national or
international orders that require action?

YOU SHALL NOT PASS!



Advice to improve project success

* Keep it simple, quality # quantity

* Project success starts at the front-end

e Cost-efficient solution to a problem (not all your needs and desires)

e Capture and communicate uncertainty of costs and benefits

e Outside view through external quality assurance

* A critical view on project initiation

* Facilitate learning and accountability through ex-post evaluation




Thank youl!

morten.welde@ntnu.no

https://www.ntnu.edu/concept

https://www.linkedin.com/compan

ntnuconcept/
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