ONTNU

Kunnskap for en bedre verden

Public investment projects:

Perspectives on problems and
issues

Vedran Zerjav vedran.zerjav@ntnu.no

Norwegian University of Science and Technology (NTNU)
Department of Industrial Economics and Technology Management
Concept Research Programme

Path for Public Finances
Irish Fiscal Advisory Council
20 February 2025


mailto:vedran.zerjav@ntnu.no

Outline 'Y

* Public investment projects for as policy implementation
tools

* Main challenges in public investment projects

* Role of project models: Structuring the front-end,
appraisal and planning processes



What are Public .
Investment Projects LIPSy SRR IV

about? ‘r' |

« Key tool of public investment
management

« Implementation of long-term policy _L
and strategic objectives FRAGILE

* Provision of essential services to the

society, businesses and consumers
(infrastructure, transformation, R&l).
« We like them, but they like to fail and Bt et iR O En

b reak Solomon203, CC BY-SA 4.0, via Wikimedia Commons
https://commons.wikimedia.org/wiki/File:UNI_AIR_fragile_tag_2014-11.jpg
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Confluence of multiple influences and

streams

Multiple streams:

— Problem
— Solution
— Politics
— Process
— Program
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Five stream model of policy process: Source: Howlett M (2019) Moving policy
implementation theory forward: A multiple streams/critical juncture approach
Public Policy and Administration 34(4): 405-430



Main challenges with public investment‘ 2
projects?

1. Making poor decisions (errors in judgement)

2. Soclal complexity (interests and complicated
relationships)

3. Technical complexity (problem-solving is difficult)
4. Systemic risk (pulling the rug under our feet)



1. Decision-making

Optimism bias
— Overestimate own abilities- unrealistic
optimism
Sunk cost fallacy

— Continue on the course of action that
has been invested in (entrapment)

Confirmation bias

— Search and interpret information that
favours our beliefs

Cognitive dissonance

— Avoidance of conflicting beliefs and
attitudes

Rationality an illusion?
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2. Soclal complexity

» Self-interest
* Broken agency
» Collective action problem
— | won't go until everyone
goes

Ambiguity

Greek tragedy mask. 4th cent. B.C. Inv. No. 4640. Archaeological Museum
of Piraeus by George E. Koronaios
https://commons.wikimedia.org/wiki/File:Greek_tragedy mask, 4th cent._B.
C._(PAM_4640,_1-6-2020).jpg


https://commons.wikimedia.org/wiki/User:George_E._Koronaios

3. Problem-solving and technical
complexity ‘

* Problems are
technically difficult

* They evolve over
time

« Uncertainty

://creativecommons.org/licenses/ by-

Hannes Grobe (Hgrobe 06:16, 26 April 2006 (UTC)),
sa/2.5>, via Wikimedia Commons
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4. Systemic risk

5| |STOCKS COLLAPSEN 16,410,030-SHARE DAY,
BUT RALLY AT CLOSE CHEERS BROKERS;
BANKERS OPTIMISTIC, TO CONTINUE AID

{LEADERS SEE FEAR WANING| 240 fssnes Lose $15,894,815,894 in Month; CLOSING RALLY VIGOROUS
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Point to ‘Lifting Spells’ T i i v rmurket 1 ||| eading Issues Regain
in Trading as Sign of || Tusss which place the o t 20 represen- || From 4 to 14 Points
Buying Activity. vy in 15 Minutes.

U it n

« Market (and
government?) failure

* Allocation of risks to
wrong parties

* Project capture by
political and
commercial interests it o [

https://upload.wikimedia.org/wikipedia/commons/f/f2/19291030_Crash_of %2729 _-
_New_York_Times.jpg
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Some facts and fictions

« Mostly hear about failures (truism?)
« But how do we get it right or wrong?

« Myth of making the right decisions

— Decisions are made in conditions of
uncertainty and ambiguity.

— Abstract rules of rationality to reach the
‘correct decision’
* Instead: robust process structure

— Sequence, engagement and feedback
loops

— Alegitimate decision is the right decision

https://upload.wikimedia.org/wikipedia/commons/7/7b/Mythology.png
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Evolution and development of a
project

 How do we get from
Inception to delivery

* Proposal to project

 Natural selection &
Survival of the 5 6 7
(un)fittest? 7,

* Incremental vs S AU 19 .
discontinuities -

Al2, CCBY 3.0, via Wikimedia Commons
https://commons.wikimedia.org/wiki/File:Bicycle_evolution-numbers.svg
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The project front-end, appraisal

and planning

« Continuity and ﬁ
causality missing
e Seeds of success and

fallure are sown In the Collect 7 Profit
front-end. Underpants

 ‘The underpants
gnomes’ theory of
front-end planning

PHASET PHASE2 PHASE3

® ‘-
Southpark meme (cca 1998) 12



Why do we need formal project models? g '

Operational success
Project management success
Internal efficiency

New comparative study on project models
coming up later this year

Target audience: policy makers

Includes Ireland as a country case study!

Tactical and strategic success
Successful outcome/effects
External efficiency
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Key learnings

* Imperative of project execution- more than one option
— Do nothing or do minimum

* Break through the fog
— Decisions are based on incomplete and uncertain information
— Need to dispel the silo mindset
— Explain/avoid opaque models

« Accountability
— Both in a robust system and key individuals

. |
<
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Thank you

Vedran Zerjav
vedran.zerjav@ntnu.no

B NTNLJ | Lpesaniebechy o

Front-end Management of Major Investments

E Sikring av store investeringsprosjekter

NTNU Concept Research Programme
Official account for the NTNU Concept Research Programme

Research Services - Trondheim - 349 followers - 2-10 employees

https://www.nthu.edu/concept

LinkedIn: NTNU Concept
Research Programme
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