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Novopay case study:
Alone and set up to fail

[TThe triumph of hope over reality, cross your fingers. I think that is
the essence of it. (Person BD, MoE senior executive)

Introduction

The Novopay project to implement a new payroll service for the New
Zealand Ministry of Education (MoE) went live in August 2012, and
immediately encountered severe operational issues. This caused major
embarrassment for the government, with extensive and prolonged negative
media coverage. In 2013, the New Zealand Government commissioned an
inquiry into Novopay that produced the Report of the Ministerial Inquiry
into the Novopay Project' (Jack & Wevers 2013). The following statement
was included in the report:

The impacts of the well-publicised Novopay failures have reverberated
across New Zealand. Every state and state-integrated school in the
country has been affected. Dealing with the aftermath has distracted
schools’ staff, principals, boards of trustees, the Ministry of
Education and Ministers from other important concerns. This state
of affairs and the wider disruptions that were caused were avoidable.
(Jack & Wevers 2013: 1)

1 The original Schools Payroll Revised Stage Two Business Case, November 2007 (Novopay), was not
publicly available. Therefore, as noted in various sections of this chapter, information about the contents
of the business case was obtained from references to it within the ministerial inquiry report.
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However, while the report argued that the Novopay issues were ‘avoidable’,
the narrative from my elite interviewees provided a different perspective—
that is, the project was doomed from the outset, with the outcome not
avoidable, but inevitable. As distinct from the argument of Gauld and
Goldfinch (2006) that New Zealand agencies enter large projects with
excessive optimism, in the case of Novopay, this was not the common
perception. The MoE interviewees indicated an acceptance of responsibility,
an awareness of the challenge, butalso a feeling of isolation and abandonment
by others who feared becoming too involved in a project that had a stench

of death.

It was acknowledged at the time of project initiation that the MoE did not
have capability in the various disciplines required for something as complex
as Novopay, yet they received central approval and funding to do so.
The MoE then became heavily reliant on institutional governance to steer
and support them through the project—which failed. They adhered to the
governance and it led them towards failure. From the outset, there was
a huge gap between the way the delivery of Novopay was planned and the
capability of the MoE to deliver. Novopay required a team of superhumans,
but the MoE team were babes in the woods, on project management learner
plates. There was also organisational amnesia, both within the MoE and
jurisdictionally. The MoE had major problems with the implementation of
the previous payroll, yet by the time Novopay began, that knowledge and
experience had gone, meaning mistakes were repeated—indeed, magnified.
Novopay is an example of the failure of institutional governance.

In this chapter, a brief history of the Novopay project is provided, followed
by sections in which the perspectives of all the Novopay part two elite
interviewees (see “The puzzle’ section, Chapter 1: Table 1.1) are analysed,
supported by vignettes. These findings are then summarised by various
categories, followed by a short conclusion.

There is one point readers should bear in mind. While both Novopay and
the Education Payroll Development Program (EPDP), discussed in the next
chapter, were complex cases, it is not the intention of this book to be an
audit of the products delivered, benefits gained, and so on. Rather, our
focus is on the institutional governance in these projects and its impact,
as perceived by those involved. Did the institutional framework assist
the projects in achieving positive outcomes or did it prove ineffective in
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providing the support and structure required? It is this focus on institutional
governance and its impact that differentiates this analysis of the Novopay
and EPDP cases from other literature.

Novopay project history

The Novopay project was a complex and ambitious undertaking, with the
ministerial inquiry noting that the vision was to replace the existing MoE
Education Service Payroll®

with a modern, technology-based solution that would provide greater
functionality, a better user interface and more useful information
about the national schools’ workforce. A new online payroll system
was expected to increase efficiency through automation, improve
consistency through standardised business rules, and improve payroll
accuracy. (Jack & Wevers 2013: 32)

Key parts of this vision were to move from a manual paper/fax-based
processing method to automated online transactions and to develop
and implement a revised and efficient outsourced service delivery model

(Jack & Wevers 2013: 26-27).

The achievement of this vision was dependent on many interrelated tasks
(Jack & Wevers 2013: Ch. 2). The MoE needed first to procure suitable
core payroll technology; however, the real complexity lay elsewhere—
in the challenges of making the technology effective within the MoE
(for example, paying the correct amount to the right people at the
appropriate time), designing and developing a new service delivery model,
contract management, vendor management, stakeholder management, all
the change management tasks necessary to ensure sector readiness for use
of the solution, and last but not least, the project management capability to
undertake these tasks. It was the combination of these factors that added
to the project’s already significant complexity. It was not solely about
delivering new technology; it was a major organisational change project
requiring specialised capability.

2 The MoE’s Education Service Payroll is the largest payroll in New Zealand, paying NZ$3.4 billion
to more than 120,000 employees across 2,500 schools (MoE 2012b: 7).
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The origins of what was to become the Novopay project began in September
2004 when the MoE issued a request for proposal (RFP)?® as an initial step
in replacing its Datacom payroll solution. However, technology upgrades
negated the claim of urgency to replace the Datacom solution and the MoE
in 2006-07 changed its approach to a purportedly more beneficial business
process outsourcing (BPO)* model, which was approved by Cabinet in
November 2007 (MoE 2012a). It was at this stage that the cost forecast
was set and Talent2 was selected as the preferred BPO supplier’® for both the
core payroll technology and the service delivery, with contract negotiations
completed in May 2008 (MoE 2012a).

The project was named Novopay and officially commenced in October
2008, with a planned staged implementation from May 2010 (MoE
2012a; 2012b: 16). In November 2008, it was reported that Talent2 was
on schedule and within budget (MoE 2012c: Meeting #88); however, one
month later, Talent2 was reporting schedule slippages (Meeting #89).
The project board’s meeting minutes for August to December 2009 (MoE
2012c: Meetings #97-100) highlighted a series of escalating issues—new
and old—that were impacting on project deliverables and schedules.
Nevertheless, it was reported in January 2010 that the system would go
live in the first week of July 2010 (MoE 2012c: Meeting #101). While
the project board was reporting this, an independent external review was
reporting that ‘all indications are that the original transition dates are not
achievable’ (Extrinsic 2010: ii). On 1 March 2010 (MoE 2012c: Special
Board Meeting), a revised go-live date of 18 October 2010 was proposed.
In May 2010, approval was given for the go-live date to move to no later
than 30 June 2011 (MoE 2012b: 8). Importantly, this included a change
from a staged implementation to a big-bang approach. By February 2012,
there were further slippages and the project’s baseline plan was again
realigned, with Cabinet approving a revised go-live date of 14 August 2012.
This effectively signified the death of any fallback options involving the
Datacom system (Jack & Wevers 2013: 42).

3 According to the New Zealand Office of the Auditor-General, RFP is ‘a formal means of seeking
proposals from the market for goods or services where the public entity is open to supplier innovation—
that is, where the outputs and outcomes are important, rather than the process the supplier follows to
deliver them’ (available from: oag.parliament.nz/2008/procurement-guide/glossary).

4 BPO is ‘an overarching term for the outsourcing of a specific business process task, such as payroll’
(Overby 2022).

5  The software solution/package to be provided and managed by Talent2 to meet the requirement
was based on an ALESCO application built in Oracle Forms and PL/SQL, using an Oracle database
(Deloitte 2013: 18-19).
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In mid-August 2012, with a substantial number of defects remaining and
awareness of issues with call centre readiness, the project board granted
conditional agreement for the go-live (MoE 2012d: Issue 12). On 15 August
2012, all project board members—including those from the State Services
Commission, independent members, and PricewaterhouseCoopers
participants—supported a go-live decision (Jack & Wevers 2013: 49).
On 17 August 2012, MoE secretary Lesley Longstone and project sponsor
Anne Jackson gave final approval for a 20 August go-live date, despite testing
cycles being incomplete (Jack & Wevers 2013), saying that outstanding
defects would be treated after going live and any unidentified defects would
be managed as business-as-usual issues (MoE 2012d: Issue 13). Novopay
was officially live on 20 August 2012 (MoE 2012a).

Shortly after the go-live and before the first pay run, there were 3,200
unresolved issues (Jack & Wevers 2013: 50). After the first payroll, there
were 5,000 underpayments and 700 overpayments, some of which were
substantial (Jack & Wevers 2013: 49). Data entry was blamed, with Talent2
saying there was no ‘systemic failure’ (Jack & Wevers 2013), but the
problems continued into subsequent payroll runs (MoE 2012d: Issue 17).
The New Zealand Principals’ Federation said it could not think of a year in
New Zealand education when things had gone so badly (Drummond 2012).

In January 2013, the National Business Review quoted education minister
Steven Joyce saying steps were being taken to address the outstanding issues.
Joyce was also quoted as saying that while the problems were unacceptable,
it was expected they would continue to arise. The minister announced the
terms of reference for the ministerial inquiry into the Novopay Project
(NBR 2013). The inquiry’s report (Jack & Wevers 2013) was released in
late June 2013 and identified a systemic lack of capability within the MoE
to undertake the project. The MoFE’s secretary, deputy secretary/sponsor,
and CIO resigned.

A Novopay technical review was also commissioned and its report was
presented in February 2013. It concluded that the current platforms were
not stable and correction would require a sustained effort and improved
capability in both the MoE and Talent2. In addition, the software
functionality did not always support the business process and a review of
the solution design was needed, which would require strengthening of the
current remediation effort (Deloitte 2013).
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In 2013, the New Zealand Post Primary Teachers’ Association (PPTA) filed
a class action against then acting education secretary Peter Hughes over
the Novopay ‘fiasco’, claiming he had failed in his statutory duty to pay
teachers. While the PPTA stated that monetary outcomes would be part

of the case, like the Deloitte findings, they also said the focus should be on
fixing the issues with Novopay (APNZ 2013b).

The remediation efforts continued (and continue to this day). In July
2014, Talent2 reportedly paid NZ$22 million to remove itself from the
payroll (Cowan 2014). Aligned to this outcome, the minister announced
the formation of the Education Payroll Limited (EPL). Ownership and
management of the school payroll service were transferred from Talent2
to this government-owned company, with the transition completed on
17 October 2014 (EPL 2020a). This marked the total failure of Novopay
to implement the BPO model that was the centrepiece of the original
business case.

Table 6.1 outlines milestones in the Novopay timeline.

Table 6.1 Novopay timeline

Date Milestones

30/9/04 | MoE issues RFP for new school payroll system.

28/2/05 | MoE selects Synergy/Talent2 consortium as preferred vendor.

2/5/05 Cabinet approves Synergy/Talent2 approach.

31/12/06 | MoE considers (during 2006) changing to a full BPO approach.
11/6/07 MoE agrees to change to a BPO approach.

8/7/07 Initial Cabinet approval for BPO approach.

5/9/07 Return on investment calculation for BPO approach issued.

7/11/07 Cabinet approves MoE business case with BPO as the preferred option.
12/12/07 | RFP for BPO services issued to shortlisted firms.

22/4/08 | Talent2 chosen as preferred vendor from the RFP.

11/8/08 Education Minister (Chris Carter) signs off on BPO/Talent2 agreement.
6/10/08 | Official start date of Novopay.

31/5/10 Go-live date changed to 30 June 2011.

12/11/11 Go-live date changed to no later than 3 July 2012.

31/5/12 Go-live date changed to August 2012.

17/8/12 MoE approves go-live date.

20/8/12 | System goes live.

19/12/12 | MoE secretary (Lesley Longstone) resigns.

9/2/13 Peter Hughes starts at MoE, begins remediation plan and review.
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Date Milestones

19/3/13 Deloitte’s Novopay technical review completed.

11/6/13 MoE deputy secretary (Anne Jackson) resigns.

30/6/13 | Report of ministerial inquiry into Novopay released.

31/7/14 Education Payroll Limited (EPL) established to take over school payroll
services from Talent2.

Source: Compiled by author.

Sponsor role analysis

From the initiation of Novopay until after the go-live, MoE deputy
secretary Anne Jackson was the project sponsor. Jackson resigned shortly
after Novopay went live, citing her responsibility, and was quoted by Radio
New Zealand (RNZ 2013) as saying she was ‘truly sorry for the additional
stress put on teachers, staff, and pay administrators’. Jackson declined to be
interviewed for this book. Her personal perspective would have provided
a comparison with the views of others assessing her capability. It is the
intention of this chapter not to be critical of Jackson’s performance, but to
assess how the institutional framework supported her in this role.

The initial discussions with interviewees focused on Jackson’s capability to
undertake the role. They believed that while there was an organisational
assumption that Jackson was capable of the sponsor role, she was not, and
the project was set up for failure. The appointment was also contrary to
the institutional framework guidelines at the time (Synergy International
Ltd 2001), yet the central monitoring agencies seemingly allowed this to
happen. The following vignettes support these findings.

An MoE senior executive (Person U) said: ‘Anne was a smart person ...
and she ought to have known’ what to do. Vendors’ views were harsher,
with a Datacom executive (Person BA) saying that Jackson ‘was completely
clueless’ and ‘out of her depth’. Person BA argued, however, that this was a
failure of the MoE, as Jackson did not have the required sponsor experience,
and they questioned why the agency assigned her to the role, saying ‘they
were setting her and the project up for failure’.

Another MoE senior executive (Person BD) agreed with this perspective,
stating that it was wrong ‘to assume that someone in the policy area
can just take on an IT project in a sponsor’s role where you have these
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varying responsibilities and relationships which you may not have known
about, just not had much experience. You are setting yourself up for a
bad time’.

No interviewees were aware of any formal sponsor capability assessment
before Jackson’s appointment. Neither the report of the ministerial inquiry
(Jack & Wevers 2013) nor other documentation such as the review of the
role of the State Services Commission (SSC) (Thorn & McMahon 2013)
make mention of this. However, the Guidelines for Managing and Monitoring
Major IT Projects (Synergy International Ltd 2001: 23-24) state that the
sponsor ‘should have had prior experience in large [IT] change projects’ and
central agencies have a responsibility to ensure this is so.

Discussion then focused on how aware Jackson was of her responsibilities
and accountability. Without interviewing Jackson, it is not possible to
know what, if any, process was undertaken to ensure she understood the
sponsor role and its responsibilities. Only one elite interviewee had any
direct knowledge of how Jackson was made aware of the role, and this was
via institutional framework guidelines and procedures—that is, by reading
documentation. This person, an MoE senior project manager (Person AZ),
stated that

there was very definitely a role description that Anne Jackson signed
up to that had ... delineated what you would expect the sponsor
role to have. It was captured in a number of documents that she
signed off on. So, I do not think that she could claim that she did
not understand that.

An MoE senior executive (Person BD), who in addition to a Novopay role
had been the sponsor of an earlier large MoE ICT project, was asked about
their awareness of the role. Their response indicates a vagueness about the
role and a feeling of being left to fend for themselves:

Interviewer: Did you know what the role of a sponsor of an ICT
project was?

Person BD: [W]hether I fully understood or not is probably a debatable
question ... [N]otionally, I thought I knew what it was, whether I had
the right idea of what it was is questionable ... [I thought it was]
exercising governance to some extent ... I had some concept, but
I certainly would not say I had a deep knowledge or understanding,

Interviewer: Did the SSC provide advice on the sponsor role?

Person BD: No, nothing terribly specific.
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Asked whether they thought Jackson had the awareness required, Person BD
argued that she was not clear on the role, that it had not been fully explained
to her, and that this should have been a jurisdictional responsibility before
her appointment. Interestingly, the guidelines (Synergy International Ltd
2001: 38) indicate this is exactly what should have happened as it was a
central agency responsibility to ensure at the project’s outset that there was
‘clarity around the sponsor’s role and responsibilities’.

The other elite interviewees could only offer their perspectives on how
well Jackson undertook the sponsor role throughout the project, such
as a Talent2 executive (Person BG), who stated that Jackson was ‘pretty
hands off with the vendor’ and it was ‘almost as if Anne didn’t understand
where the responsibility was’. However, the future management of the role
cannot be causally related to a lack of understanding of that role and its
responsibilities. In summary, the perception was that Jackson was reliant
on reading written documentation to understand the role. There was no
evidence of central agencies undertaking their own responsibilities to ensure
Jackson had absolute clarity about her role.

Without Jackson’s input, it is also impossible to say whether her ultimate
accountability—which was career-ending—was understood. Many of
the interviewees had strong opinions about this and, in reflecting on the
project’s failure, believed Jackson was correctly held accountable. An MoE
senior executive (Person BD) stated that this accountability ‘comes with the
job and should not have been a surprise’. An MoE senior project manager
(Person P) believed ‘it was correct for Jackson to lose her position’ and
a Datacom executive (Person BA) agreed that Jackson ‘deserved to be fired’.

Another interviewee (Person BH), a senior representative of the teachers’
union, the New Zealand Education Institute, stated that while Jackson
may have suffered, the Novopay shortcomings impacted substantially
and negatively on many others—the very people the system was meant to
be looking after: ‘[W]e talk about the personal cost to Anne; there were
people in the front line of schools’ administration [for whom] the cost was
very personal.’

Another interviewee had a different perspective. An MoE senior project
manager (Person BC) suggested that looking for and punishing a fall-guy
did not help the MoE or the New Zealand public sector in addressing
sponsor capability. They argued that punishing Jackson did not address the
real issue: the fact she was appointed to the role in the first place given her
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lack of experience. Person BC said the MoE ‘felt that she was just a scalp ...
then they could wash their hands of it and say, “Now we are into a new era.
Those people that caused all that trouble have gone”, and of course it was
not that easy’.

In the New Zealand parliamentary system, while Jackson as sponsor
had accountability for delivery of Novopay, the ministers responsible
for education had ultimate accountability for the system. However, the
ministerial inquiry (Jack & Wevers 2013: 88) found the ministers ‘were
not always well served by the quality of advice’ and effectively cleared them
of accountability. Several interviewees provided a different perspective,
claiming that political influence was downplayed in the inquiry to
avoid ministerial accountability. One New Zealand CIO (Person L)
recommended that, when reviewing the report’s finding on accountability,
one should ‘[k]eep in mind it was written for the minister’.

These comments lead to another obvious question: if Jackson was not
capable and had little awareness of the role and her accountability, why
was she selected for and appointed to the position? Most interviewees were
unaware of how Jackson was selected and assumed it was because of her
seniority in the organisation. However, an MoE senior project manager
(Person BC) and a senior ICT executive (Person BE) were adamant that
Jackson’s selection was due to her being the MoE deputy secretary with
line responsibility for Novopay deliverables, which they said was and still is
the de facto approach in New Zealand.

Jackson took on the sponsor role in addition to her substantive
responsibilities as deputy secretary that included school policy, teacher
supply, industrial relations, curriculum, and school infrastructure, which
was found to be a ‘very large workload” (Jack & Wevers 2013: 81). An MoE
senior executive (Person BB) stated that, at the time, Jackson was also
responsible for ‘big educational reform programs’ that were under way.
Another senior executive (Person BD) and sponsor on a previous large MoE
ICT project was asked how they were selected and the model utilised:

Interviewer: Were you given the role as a full-time position or on top
of what you were already doing?

Person BD: On top of everything else I was doing.

Interviewer: Anne Jackson was given the sponsor role on top of her
normal job and she was doing several large reforms. Do you think
that was a good model?



6. NOVOPAY CASE STUDY

Person BD: No, it is a significant learning ... Secondly, my
background was policy ... and Anne’s the same. We might have a bit
of common sense but none of us has the detail. We end up running
these things, [being] ultimately responsible, without adequate
preparation or background.

Other interviewees argued that this was not an appropriate model, with
a senior ICT executive (Person BE) stating that it put Jackson in a ‘very
difficult position’.

An MokE senior project manager (Person BC) posited that appointing
Jackson as the sponsor was evidence of the ministry’s ‘immaturity’ in
these large projects. Perhaps the perspective of an MoE senior executive
(Person BF) sums up these views best:

[TThose deputy secretary roles are crazy anyway. They are massive,
massive. They completely consume your life ... [Y]ou just end up
spending 14 hours a day dealing with crisis after crisis ... Anne was
responsible for so much. She had the National Standards debacle, she
had the NCEA [National Certificate of Educational Achievement].
There were masses and masses of really large, high-profile policy and
implementation work that she was responsible for. She would have
had to have been Superwoman.

From a vendor perspective, a Datacom executive (Person BA) argued that
while the sponsor should not have been a part-time role, the real issue was
that Jackson was not the right person for the job and the MoE should have
appointed someone with the necessary capability, experience, and available
time. A former MoE senior executive (Person BF), now working externally,
stated that in their current organisation:

[W]e would never do that. You would never say, ‘Oh well, because
this person is deputy director, that person is responsible for’, and so
on ... You need to put people in charge with the skills, the time, and
the focus ... [TThe hierarchical default is crazy. It is just foolhardy.

Person BF argued that the creation of a temporary deputy secretary role
with full responsibility for Novopay delivery would have been a better
option, and this could even have been someone outside the ministry with
the required capability. This is like the option employed by the Australian
Commissioner of Taxation for a large project (see Box 3.1).

6 According to the New Zealand Qualifications Authority: “The National Certificate of Educational
Achievement (NCEA) is the main national qualification for secondary school students in New Zealand’
(available from: www.nzqa.govt.nz/ncea/understanding-ncea/how-ncea-works/).
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Finally, the elite interviewees were asked, if Jackson and the New Zealand
public sector in general were lacking in capability, what training and
support were provided to address this discrepancy? One of the reasons it
would have been valuable to interview Jackson would be to confirm what
training and support were provided or would have been beneficial to her
in undertaking the role. No evidence was found of Jackson being offered
training before her appointment, presumably because, as one MoE senior
executive (Person BD) stated, ‘none existed’.

Given the lack of training, Jackson would have been reliant on an effective
support model, such as Novopay’s project governance structure. An MoE
senior executive (Person BB) stated that this was important as at the time of
Novopay’s initiation, the MoE was not mature in ICT capability, leaving the
project reliant on external support and advice, such as from central agencies.
However, the effectiveness of the agencies themselves was questioned by
an MoE senior project manager (Person BC), who argued that the central
agencies such as the SSC did not have the required experience or capability
to advise on large projects. The quality of support and the impact on Jackson
were also raised by an MoE senior executive (Person BD), who argued that
the reliance on and trust in independent advice left Jackson exposed:

[TThere is no central capability so where do you go ... [Tlhere
is a myriad consultants running around all over the place ...
[A]ln additional challenge is to know who to believe and who
not to believe, [and] how to use them ... [TThat leaves you exposed,
too .... [Jackson] did not get a lot of help to know which help to

take notice of.

The Novopay support structure did, however, comply with the requirements
of the guidelines (Synergy International Ltd 2001) and was approved
accordingly (Jack & Wevers 2013: 58). The ministerial inquiry found that
this was inappropriate, ineffective, and resulted in ‘misplaced confidence’

(Jack & Wevers 2013: 71).

In conclusion, the elite interviewees’ perspectives on sponsor capability were
clear: Jackson did not have the required capability and was selected due to
her position as a deputy secretary with line responsibility for Novopay. There
is no evidence of any capability assessment before her appointment, despite
this being a requirement in the institutional framework. To compound
this, Jackson was not provided with training, the centrally approved
support structure failed to fulfil its own role, and Jackson was expected to
undertake the sponsor role on top of her existing, substantial duties. This
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is an inappropriate model, as one interviewee claimed Jackson would have
had to be ‘Superwoman’ to make it work. It was a commonly held view that
all these factors set the project and Jackson up for failure from the outset.

While there was consensus that Jackson was rightly held accountable for
Novopay’s shortcomings, there were two other perspectives on accountability
that varied from the findings of the ministerial inquiry. First, it was argued
that punishment was not the only option and did nothing to encourage
future executives to put their hand up for the sponsor role. Second, it
was argued that the role and influence of the minister/s in Novopay were
underplayed in the inquiry.

Project management role/discipline
analysis

None of the interviewees believed the MoE possessed the required project
management capability to undertake Novopay, with one senior executive
(Person BI) saying the ministry lacked any ‘project management structure’.
An MOoE senior project manager (Person BC) simply said: ‘No, oh no, no
way, no.’

An MoE senior executive (Person BB) said the ministry was ‘not a
sophisticated business organisation, it was a policy shop’ and its capacity to
run a large project ‘was unbelievably immature’.

The Talent2 and Datacom interviewees argued that this lack of capability
led to many of the later problems when basic project management principles
were not followed at key decision points. A Datacom executive (Person BA)
summarised these views: ‘(In the] project command group, none of them
actually knew anything about the payroll or project management.’

In an interview with the Education Review (2013a), Peter Hughes, the
Secretary of Education, supported all these perspectives by stating that his
ministry was ‘not set up for a project of that scale and complexity’.

An MoE senior executive (Person BD) argued that the ministry had been
left to fend for itself and simply had to ‘cobble together’ a team as best it
could. Another senior executive (Person BB), who held a senior Novopay
role, argued that this was not just an MoE issue, as there was no such
capability across the New Zealand public sector, which meant agencies had
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to deal with issues independently. This was supported by Mayhew et al.
(2013) in a study of Novopay, who argued that the entire New Zealand
public sector lacked the comprehensive project management capability to
undertake a project like Novopay.

No interviewees were aware of any assessment of project management
capability before initiation and approval, nor was this identified in
documentation. Yet, the guidelines (Synergy International Ltd 2001: 38)
specify central agency responsibility for assessing ‘the level of experience
the department has had with major IT initiatives and whether there are
adequate in-house skills for project management’.

It is again unclear what happened to this monitoring role. The later impacts
on the project of this capability gap are well documented in the ministerial
inquiry’s report (Jack & Wevers 2013: 41, 45, 63, 97). A Deloitte (2013)
report also found that the lack of project management capability contributed
to project issues. An example of this is the go-live decision-making process,
which is discussed in Box 6.1, which explores how the political factor

compounded this lack of capability.

Box 6.1 Go-live decision-making compounded by political pressure

The ministerial inquiry found that the decision to go live with Novopay despite
a range of outstanding issues, such as incomplete testing, was the result of
not using the correct disciplines and poor project governance (Jack & Wevers
2013: 43-51). This was supported by a senior ICT executive (Person BE), who
argued that the go-live decision reflected the MoE’s low project management
maturity and poor governance.

However, some elite interviewees with involvement in or close knowledge of
the process presented a different perspective—of political influence on the go-
live decision. An MoE senior executive (Person BF) who was aware of this stage
of the project argued that ministerial pressure to implement the solution was
‘central’ to the final go-live decision. This pressure led to a myopic focus on the
date or, as a senior project manager (Person AZ) stated, a view that ‘we [had] to
do something, we cannot delay it again, let us just bite the bullet’.

An MoE senior executive (Person BD) argued that this reflected a collective
mindset in which no one was quite ‘brave’ enough to speak up, so the result
was ‘the triumph of hope over reality, cross your fingers. I think that is the
essence of it’.
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Person BF was the most direct about ministerial influence and argued that
people are simply ‘so afraid’ they will not speak up. When asked to clarify this
in terms of the actors responsible for making these decisions in Novopay, the
following conversation ensued:

Interviewer: There were decisions made that were found not to follow solid
project management processes, such as the go-live decision. What makes
a collective of senior people do this?

Person BF: [P]ublic servants have pressure on them [from ministers], and this
is high pressure. People are on fixed-term contracts, they lose their jobs, they
get yelled at, they get treated really, really badly, they get humiliated. It is awful.
It is an awful, awful environment [with] bullying and abuse, and they are told
to come up with a [decision] ... People are fearful about their own careers.

... [TThat political dimension was appalling ... Ministers—many of them are
very capable—but they are not experts in large-scale IT systems ... They are
just not in the best position, and they are driving. They want to reduce the cost
... [T]hose political imperatives to reduce cost and to drive through the change
are just the wrong ones ... [and] that environment is not conducive to good
decision-making. You produce the answer that the politicians want to hear,
rather than the actual answer ... They wanted to deliver good news.

When the challenges of ‘speaking up’ at these times were discussed, it was
posited by several interviewees that, when it comes to going live, the decision
should be independently reviewed by a capable and qualified party to remove
all extraneous influences—something akin to the accounting principle
of separation of duties/responsibilities. An MoE senior project manager
(Person BC) describes this as: ‘[Y]ou should not have the people who have
a gun to their head having to make that [go-live] decision.’

It was argued that the separation of responsibilities is a means of removing
the need for courageous decision-making. Excluding arguments over its
effectiveness, a gateway review is normally undertaken at this stage, but this
was not done for Novopay. The idea proposed is a step beyond gateways and
implies total organisational and political independence.

There was a discussion with the elite interviewees about what importance
project management was given within the MoE and the perception
was that, at the time of Novopay, this capability was not a priority.
The organisational focus was on educational initiatives—a view supported
by a Datacom executive (Person BA), who stated that the MoE executive
and senior management team were ‘really good-hearted, well-meaning
people who have good, solid principles. They are good people, but ... they

are not actually really imbued in ... project management’.
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That perspective found support in the ministerial inquiry’s report, which
highlighted cultural issues within the MoE that led to poor practices in
project management (Jack & Wevers 2013: 82—83). There was also a view
that at the time of Novopay this was not just an issue in the MoE but was
common across the New Zealand public sector. An MoE senior executive
(Person BB) argued that the MoE and the Novopay team were left to fend
for themselves: ‘[TThe whole of government was not acting as a whole of
government at the time; it was acting as independent departments, so that
[seeking government support] was more of a fantasy solution than a real
solution at the time.’

Person BB argued that, like the sponsor appointment, this resulted in the
appointment of MoE executive staff to senior project management roles for
which they did not have the capability. Person BB admitted they were appointed
to a senior Novopay role based not on capability but on organisational
seniority and availability, and said they ‘learnt as they progressed’.

At the time Novopay began, PRINCE2 was being implemented in the
MoE (Jack & Wevers 2013: 58), but the elite interviewees believed
the MoE lacked the structure and maturity to manage the process and to
provide guidance on its use. An MoE senior project manager (Person AZ)
directly impacted by this initiative stated: ‘It was the first time the MoE
had used PRINCE2’ and because there was no project management office,
‘its application varied’.

Another claim was that PRINCE2 was used almost as a front for project
management maturity, with a Datacom executive (Person BA) saying they
had been told by the MoE that PRINCE2 would help improve project
management capability, which they believed was ‘naive’ as it would not
and did not. An MoE senior executive (Person BD) argued that the use of
PRINCE2 made people ‘feel better’ but it was merely ‘cosmetic —that is,
it was seen as an act of compliance rather than being effective.

These perspectives had support in the ministerial inquiry, with a finding
that while the Novopay governance structure complied with PRINCE2,
it was not of sufficient quality (Jack & Wevers 2013: 63). The guidelines
(Synergy International Ltd 2001: 4) indicated that it was up to the MoE to
‘make their own decisions about which proven project management tools
and techniques’ would be used. Therefore, the MoE—acknowledged to be
lacking in project management capability—was left to make these decisions
independently.
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It was interesting to discuss how the MoE addressed this capability gap at
the initiation and planning stages. An MoE senior executive (Person BB)
with a senior project role stated that the ministry’s capability and
capacity were sourced from internal full-time resources for some roles, but
‘we contracted people predominantly [as] there was not much [capability]
inside the ministry’.

Project managers were among those sourced externally; however, Person BB
stated that the MoE did not identify the need for an experienced and capable
payroll specialist to lead the program management of Novopay. This role
seemingly sat with the MoE executive appointed to the business owner role,
with the senior project manager/s reporting to that person. An MoE senior
executive (Person BD) stated that the business owner was responsible for
these recruitment decisions. Talent2 was responsible for its own project
capability and capacity, which, again, was a mixture of internally and
externally sourced resources.

An MoE senior executive (Person BF) said that, where external contractors
were used, the numbers were limited during Novopay due to both budget
and capacity caps. They argued that if one wanted to hire an ‘A-teany,
capacity requirements would not be met as the headcount had to ‘fit within
a budget’. The alternative was to engage less capable but cheaper resources:
quantity over quality.

Perhaps as a result, a later independent review (Change Dynamics 2011)
found Novopay lacked project management capability and capacity
at all levels. The ministerial inquiry found that issues with the project
management team’s structure were a key factor in many of the problems
(Jack & Wevers 2013: 65). However, the guidelines (Synergy International
Ltd 2001: 57-58) indicate that there is a monitoring agency responsibility
at the initiation and planning stages to review the project team’s structure
and resourcing, before commencement. There is no evidence this occurred.

A key part of the project management discipline for a large project involving
a third-party solution and provider is vendor management. The MoE
and Talent2 had a critical interdependency; therefore, without vendor
management capability, the project was arguably doomed. A Talent2
executive (Person BI) stated that, from the outset, the MoE approached the
project ‘combatively rather than collaboratively’.
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Another Talent2 executive (Person BG) said the MoE project manager had
advised them at the outset that their role was to ‘kick the vendor’, and when
they raised this ‘aggressive approach’ with the MoE project owner, they were
‘brushed off’. There was also a view among the Talent2 interviewees that
the company had been too compliant, to their detriment. Person BG stated
that ‘[o]n reflection, Talent2 said yes too much’, but this was so they did
not ‘rock the boart’.

The MokE interviewees mainly focused on the souring of the relationship
with Talent2 as the project progressed—arguably a reflection of the impact
of the lack of vendor management capability. The one exception was a
senior ICT executive (Person BE), who argued that the MoE’s approach
from the beginning was to focus on the commercial aspects and this got in
the way of ‘common sense and pragmatic decisions’.

This view was supported by the ministerial inquiry report, which found
that the MoE did not have the capability to manage vendors in a project as
complex as Novopay (Jack & Wevers 2013: 67). There was also evidence
supporting Talent2’s perspective that the MoE took an aggressive approach.
It was claimed that Talent2 had attempted to implement a formal change
management process but was told by the MoE that this ‘would significantly
affect the relationship’ (Jack & Wevers 2013: 66), so it was not pursued.
The assessment of vendor management capability is not mentioned in the
guidelines (Synergy International Led 2001).

In conclusion, the perceptionsof theelite interviewees on project management
capability are again clear: the MoE did not have the required capability to
undertake Novopay and it was left to address this gap independently as
best it could. Project management was not an organisational priority and
was misunderstood, with the MoE focused on education policy priorities.
Despite institutional framework guidelines to the contrary, the New
Zealand Government approved the MoE to undertake the project. It did
not end well.

The MoE addressed resourcing capability and capacity for Novopay largely
through external suppliers; however, it did not engage a highly skilled and
experienced payroll system project management expert to sit across the
project and be a key support mechanism for the sponsor. This role was filled
by an inexperienced MoE senior executive, which led to decisions being
made that were contrary to project management best practice. The critical

vendor management, particularly with Talent2, was also poorly managed
by the MoE.
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Forecasting role/discipline analysis

This section focuses on the preparation of the original business case’ from
which the project was forecast and approved.

Without access to the business case, it was not possible to identify who
prepared the document, nor could I find any reference in the ministerial
inquiry’s report; however, the elite interviews did shed some light on this.
An MokE senior project manager (Person BC), who was involved in early
parts of the business case development, said the process was driven by the
MoE Policy Unit, which, they argued, did not have the expertise required.
An MoE senior executive (Person BB) involved in this process said there
was an understanding within the ministry that it did not have the capability
to prepare the business case, so it engaged a local project management
consultancy firm,* one of whose consultants was cited as the lead with
overall responsibility for preparing the document. This was seemingly due to
individual initiative rather than an identified process within the guidelines
(Synergy International Ltd 2001: 25-32).

Although the ministerial inquiry highlighted various weaknesses in the
business case (Jack & Wevers 2013: 32-33), it was prepared and approved
following the processes identified in the guidelines (Synergy International
Ltd 2001: 30), which require the inclusion of costs for the entire project,
even when this is ‘scheduled to cover several years in duration’. The business
case complied with the ‘part two’ requirement that the document be the
‘final consideration of the business case, [with] fully developed costs and
benefits—that is, the MoE was required to prepare a full upfront forecast
for the entire project.

The elite interviewees were asked about this requirement and how it was
possible to forecast Novopay with any accuracy. An MoE senior project
manager (Person AZ) simply replied that ‘you cannot’.

7 Ministry of Education, Schools Payroll Revised Stage Two Business Case, November 2007 (cited in
Jack & Wevers 2013: 32).

8  The name of the consultancy firm has been kept confidential. The consultant who was cited as the
lead in preparing the document was approached for an interview but did not answer any correspondence,
hence this claim by MoE staff could not be validated with the firm or the individual, nor was there any
way of questioning that consultant’s experience or approach in forecasting for such a large government

ICT project.
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An MokE senior executive (Person BD) stated that it was ‘not possible’ to
forecast future Novopay impacts, evidence of which was the project later
discovering ‘so many things’, resulting in ‘more and more’ work. This
specifically related to being unaware of the complexity of the project at
the initiation stage, and the tasks only becoming clearer as the project
progressed. Person BD claimed that because of the initial upfront forecast
and subsequent budget approval, which did not include estimations for
these newly discovered complexities, the MoE had to live with impossible
budget limitations or, as they put it: ‘[Y]ou get locked in, so you have to
make it work.’

This impossibility was a common theme—for example, an MoE senior
project manager (Person BC) who had knowledge of the Novopay forecasting
process said the problem was that, in the business case forecasting stage, the
MokE had ‘no idea of the scale’ of what it was entering and how to achieve
the outcomes, and the plan and forecast ultimately reflected that. Eppel and
Allen (2020: 250) supported this when they argued that the MoE was from
the outset ‘blind to the outcome it was trying to achieve’.

The forecasting requirement also impacted on Talent2, with one of its senior
project managers (Person BI) stating that there were concerns about the
complexity and lack of clarity on requirements, which made it difficult to
forecast with accuracy. However, they said these concerns were overlooked
as there was optimism within Talent2 that they could deliver to the plan.
Person BI stated: ‘Optimism certainly comes into it. We really believed we
could do a great job, but then reality hits as the project moves on and these
things come out of the woodwork.’

Person BI argued that Talent2 should have pushed for a ‘proof of concept’,
not only to validate the solution, but also to enable both the MoE and
Talent2 to better plan and forecast for the remainder of the project. Instead,
they guessed—badly and blindly—upfront.

Given the engagement of and reliance on Talent2, the contract component
of the forecast was critical to its relevance. During the week-long contract
negotiation, the MoE engaged an external negotiator (Jack & Wevers 2013:
35). The contract was then prepared by an external legal firm and was
reviewed internally by the MoE’s legal team, but there was no requirement
for the government or a central agency to view the contract.
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Like a dark cloud hovering, there was a critical limitation imposed on
the contract negotiation. The business case with the full upfront project
forecast, including the forecast contract cost, was approved in November
2007, yet the negotiations with Talent2 were not completed and signed
off untl August 2008. According to the ministerial inquiry report, the
contract was then negotiated within this ‘funding envelope’ (Jack & Wevers
2013: 35). This was confirmed by a Talent2 senior executive (Person BG),
who said that at the beginning of negotiations, they were informed by the
MoE that it had a set amount of funding so the contract must stay within
that amount—an imposed outcome to which Talent2 agreed.

The contract negotiation style was criticised, with an MoE senior project
manager (Person BC) claiming that the ministry took a hardball, adversarial
approach, which they described as a ‘typical ministry thing” in which there
is a belief that they have won if they have ‘put one over the supplier’.

Person BC said that sense of victory was short-lived, and no one won as a
result. The ‘ministry thing’ seemed to be confirmed by a comment from
an MoE senior project manager (Person AZ), who stated that Talent2
‘had signed the contract saying they were going to do these things for this
much money, and I was damned if I was going to let them change it’.

The guidelines (Synergy International Ltd 2001: 51-52) highlight the
criticality to the project of the contract and contractual relationship and
stress that the contract negotiation must be a ‘win-win’ for both parties.
Based on the interviewees comments, this requirement seems to have
been ignored.

The ministerial inquiry found that the contract negotiations were not
suitable for the long-term nature of the project and there was a misguided
empbhasis on a ‘fixed price’ that later exacerbated problems (Jack & Wevers
2013: 36). It also expressed surprise that Talent2 would agree to the contract
given the many unknowns of the project. This surprise was shared by an
MoE senior project manager (Person AZ), who ‘struggled to understand’
why Talent2 signed a fixed-price contract for something so complex, and
posited that if they had argued for a staged delivery contract, it ‘would have
been a more viable option for everybody’.

The idea that Talent2 entered into a contract that was commercially
unsustainable was supported by others from both within the MoE and
within Talent2. An MoE senior executive (Person BB) reflected:
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I do not think the people in Talent2 board level who signed off on
the project had the faintest clue what the people who sold the project
to us had signed up for, and that became very clear down the track
... I think their eyes were bigger than their brain, to be honest.

That perspective was spot on, according to a Talent2 senior project manager
(Person BI), who stated that the contract was negotiated by Talent2
sales staff and was not at a viable price, saying the sales approach was
‘a fundamental mistake, and it set [the project] up for failure at that point’.

ATalent2 senior executive (Person BG) stated thatat the start of negotiations,
once the MoE identified the funding limit, Talent2 ‘did consider walking
away from the contract at this stage’.

They posited that the decision to stay was influenced by wanting to ‘have
the prestige of the client’ and optimism that they could pull it off. There
was also an admission that at this stage Talent2 was ‘a bit naive’ and ‘most
definitely’ underestimated the culture of the MoE. Person BG said they
enjoyed working with Talent2 as there was a strong supportive culture in the
organisation, but this had proved insufficient to deal with ‘the challenges
of Novopay’ and the MoE. It is also interesting that, according to Person
BG, at the contract negotiation stage, Talent2 was aware of the ‘adversarial
relationship between Datacom and the MoE’ and was concerned that
a similar approach would be applied to them. That turned out to be a valid
portent as the project progressed. Person BG concluded by arguing that ‘any
vendor would have had the same issues™:

In hindsight, Talent2 should have walked away early when MoE
would not accept responsibility and ownership of the project.
We were never going to win in the MoE—vendor relationship.
Talent2 have done this previously, where they decided it was just too
much risk and a misfit of cultures to enter into a partnership with
a government organisation and they pulled out.

This is exactly what Talent2 did in 2014—to their financial and reputational
cost. [t was reported (Cowan 2014) that Talent2 paid NZ$22 million to buy
themselves out of any further Novopay responsibility. The Talent2 CEO
was quoted as saying this move ‘settles a flawed contractual arrangement
between the parties’.

Given the above issues with capability and vendor and contract management,
the elite interviewees were asked about the methods employed to make the
forecast. An MoE senior project manager (Person BC) said it was developed
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by undertaking a series of workshops with a mixture of participants. The
elite interviewee with the most direct involvement, an MoE senior executive
(Person BB), indicated that the business case forecast was a ‘best guess’
from what was known at the time, and a relevant forecast could not really
be made until Talent2 provided information: ‘It would be unrealistic to
have expected the ministry at that point to have known without Talent2
[involvement] how long you are going to take.’

However, the obvious and rather worrying problem with this argument
is that contract negotiations occurred eight months after the business
case and its forecast had been approved. As evidenced in the contract
management section, the contract was therefore made to fit a monetary
limitation rather than reflecting the work to be undertaken—an outcome
that Talent2 accepted.

The guidelines (Synergy International Ltd 2001: 31) did not mandate
a method to be used when preparing the forecast and left this up to
the agency (p. 4). However, they do provide advice on the factors to be
included, such as any direct or indirect project costs and contingencies, and
an explanation of how these should be calculated (Synergy International
Ltd 2001: 31). The ministerial inquiry ultimately found the methods
and frameworks utilised by the MoE were ‘weak’ (Jack & Wevers 2013: 64).

The MoE elite interviewees had no recollection of any outside view being
utilised; however—interestingly—nor did Talent2 when bidding for
and planning the project, according to a Talent2 senior project manager
(Person BI). Person BI said this was the result of optimism as Talent2
‘had never had a failure before’ so it was ‘naive” about the task ahead and did
not make external comparisons.

There was also the potential to incorporate into the planning and forecast
lessons from the 1996 Datacom payroll project—the solution Novopay was
replacing—which was also problematic (Jack & Wevers 2013: 30). The
ministerial inquiry report noted that the MoE had implemented strategies
in its planning to address these lessons (Jack & Wevers 2013), which was
confirmed by two interviewees with knowledge of the planning process.
An MOoE senior project manager (Person AZ) stated that the ministry
wanted to ‘avoid the disaster’ of the 1996 payroll and ‘had incorporated
some of those lessons into the plan’.

An MoE senior executive (Person BB) confirmed this, stating: “We were
particularly alert to the Datacom experience in our planning.’
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Person BB went on to cite a story of when a Datacom executive met with
MoE senior staff and recounted the implementation issues, the resulting
political fallout, and how this impacted on project staff, such as ‘[b]eing
called to the minister’s office [late at night] in your pyjamas to sign manual
cheques to pay people’.

Despite these statements by MoE staff, the ministerial inquiry report on
page one states: ‘It is clear to us that important lessons from the past, in
particular those arising from the 1996 education payroll implementation
difficulties and the INCIS experience in 2000, should have been learned,
but were not’ (Jack & Wevers 2013: 1).

The same issues encountered with the previous payroll implementation
were repeated—and, in fact, magnified—with Novopay. There were claims
that the institutional framework under which Novopay was planned was
influenced by, and reflected lessons learned from, the Integrated National
Crime Investigation System (INCIS) project for New Zealand Police (Jack
& Wevers 2013: 19; Synergy International Ltd 2001: Preface). However,
a selective comparison of three findings from the INCIS inquiry (Small
2000) and the related Novopay findings is displayed in Table 6.2, revealing
that not much was learnt.

Table 6.2 Comparison of INCIS and Novopay planning and forecasting

INCIS lessons learned (Small 2000)

Novopay ministerial inquiry (Jack &
Wevers 2013)

Contract (p. 157): A fixed-price contract
for the whole of a large IT project has

a high level of risk; a more flexible
form should be used, requiring delivery
in stages.

Contract (p. 36): The parties took an
approach to the negotiations that was
not suitable for the long-term strategic
relationship that was being entered.
There was too much emphasis on the
total fixed price.

Contract (p. 157): Off-ramp and layby
provisions are important means of risk
control. Where they are in a contract, they
must not be forgotten but kept under
proper assessment.

Contract (p. 8): The contract was
developed without a ‘discrete stage
gate and off-ramps’ — for example, the
development of requirements before
‘commitment to the full solution’.

Requirements (pp. 29, 133-34): Business
process re-engineering was critical to
obtain INCIS benefits. The process was
poorly managed and the budget did not
reflect the cost of the changes.

Requirements (p. 37): The process of
gathering user requirements was poorly
managed and there was no appreciation
of all the requirements.

Source: Compiled by author.
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While there was an attempt to include past lessons, many of the same issues
were repeated.

Within Novopay, there was extensive unplanned customisation of the
software (Jack & Wevers 2013: 10). A Talent2 executive (Person BG) laid
the blame for this squarely on the MoE, saying that ‘there was a 100 per
cent unwillingness for the MoE to change their ways—the worst I have ever
seen. This led to heavy customisation of a core package that drove many of
the later issues’.

Person BG argued that this was symptomatic of the way Novopay moved
from being a planned business-change project to taking a technical focus—
‘do what is required to make it work technically’—so that the human aspect
was ‘lost in the mess’, as were the future impacts on the MoE. Person BG
said the result was ‘the product morphing from a package they bought,
into almost a replica of the previous solution and the MoE seemed to not
acknowledge what impact these decisions had on the project’s time, costs,
effort, and future impacts on support and upgrades, etcetera’.

The MoE’s perspective was slightly different, with a senior project manager
(Person AZ) arguing that part of the problem was it was an Australian
product built around Australian legislation, so some change was inevitable
and necessary; in fact, they stated, ‘the ministry did not have any choice’
but to make changes in those areas. However, they also admitted that the
customisations made went beyond the necessary and changes were made to
fit the solution with current processes rather than changing the business.
Another MoE senior project manager (Person BC) argued that this was an
example of a lack of ‘maturity’ within the MoE, which failed to understand
the impact on the project of those changes.

The guidelines (Synergy International Ltd 2001) do not provide guidance
on customisation and the resulting forecasting and planning considerations
within large ICT projects. It was not possible from the interviews or the
ministerial inquiry report to identify how much customisation was factored
into the original plan and forecast. However, the interviews indicated this
went beyond initial expectations, and the inquiry report stated that the
changes ‘compromised the original intent’ of the solution (Jack & Wevers
2013: 10). Suffice to say, the extent and impact of the customisations could
not have been included in the original forecast.
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As identified in earlier chapters, another key aspect to include in forecasts
are the organisational factors that could impact on plans, either time-wise or
financially. A senior Datacom executive (Person BA) was emphatic about an
initial planning mistake: the MoE failed to engage with or understand the
impact on schools—the primary user group. Person BA claimed that instead
of taking the stance of a partnership with schools, the ministry took the line
of ‘telling the schools what the schools were going to do’.

They argued that this was a fundamental planning failure because the
MokE did not have this authority within the New Zealand school system,
so the entire solution and rollout strategy were flawed from the outset.
This perspective was supported by an MoE senior executive (Person BD),
who stated that, despite the lessons from the 1996 payroll implementation,
the MoE repeated the mistake of not engaging with the school sector and
enlisting their help with ‘creating solutions and identifying problems’.

They went on to argue that this was a cultural issue within the MoE at the
time: ‘[I]t is also a little bit of a mindset ... amongst some people in the
ministry ... almost a “stakeholders are to be tolerated” [attitude] rather than
a true partnership model.’

A senior teachers’ union representative (Person BH) supported the above
perspectives, arguing that there was no effective communication or
partnership with schools and the project was essentially sold as providing
schools with a better system and more autonomy—an argument they said
was ‘extremely convincing. The Education Review (2013c) gives some
indication of how Novopay was sold to schools and why it may have been
‘extremely convincing’. The MoE promised a solution that would reduce
time spent on payroll management, with increased accuracy and additional
easy-to-use features. Person BH stated that there was ‘blind confidence’ in
the MoE’s ability to deliver, but the ministry did not know all it needed
to and based its planning on ‘flaws” that were quickly exposed, leading to a
‘nightmare’ for schools once the system went live.

An MoE senior project manager (Person P) suggested that this lack of
engagement with schools, and with Datacom, meant the MoE was blind
to the work schools did for each payroll, the interpretation of various
agreements, and the interaction between schools and Datacom. The MoE
planners made assumptions that were incorrect as a result. Mayhew et al.
(2013) supported this perspective, concluding that the entire requirement-
gathering process, and therefore the design to meet those, was ‘flawed’.
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The second major organisational impact mistake that the MoE made in
planning, according to a Datacom executive (Person BA), was to think
the worst of Datacom and remove them as quickly as possible as a project
dependency. There were two mistakes with this: first, the MoE and Talent2
were heavily reliant on Datacom for knowledge of the existing solution;
and second, despite failing to secure the new contract and being in an
increasingly difficult relationship with the MoE, Datacom had no intention
of walking away. There was evidence of this commitment during and after
the go-live, when it was found that ‘Datacom collaborated fully with the
Ministry in developing the contingency option and continued to do so
when post—Go Live issues became evident (Jack & Wevers 2013: 67).

An MoE senior project manager (Person BC) stated that the MoE had
deliberately excluded Datacom from planning and, as a result, had no idea
what the rules were, how the system worked, or the challenges—all critical
factors to incorporate in planning and forecasting. This was also a finding
of Mayhew et al. (2013), who argued that the MoE deliberately excluded
Datacom despite its inherent experience in delivering and supporting the
current service.

The ‘old” Datacom solution was used as the catalyst for the Novopay
project: ‘it needed to be done as the old system was becoming redundant’.
A senior teachers’ union representative (Person BH) said schools were
told the Datacom solution was at the end of its life and unless schools
supported the Novopay project, the payroll would be at risk. This meant
the major argument for Novopay was business continuity (Eppel & Allen
2020: 249).

As well as the end-of-life argument, the business case claimed the Datacom
solution did not meet all requirements and that Novopay ‘would provide
greater functionality’ (Jack & Wevers 2013: 32). However, an MoE senior
executive (Person BF) claimed the flaws in the Datacom solution were
inflated to support a change. They argued that while Novopay was being
‘sold to ministers as a shiny new payroll system’ that would fix everything,
the issues with the Datacom solution were ‘untidy’ but not ‘catastrophic’.
They were not causing major problems for teachers or schools, they were
not creating ‘mayheny’, and they were not a ‘distraction’. The Datacom
solution was supportable through to at least 2013 (Jack & Wevers
2013: 51), so the claim about the urgent need to replace Novopay was false
(Eppel 2019: 2). Interviewees suggested this resulted in a missed opportunity
to explore alternative options.

177



178

ADAPTING FOR INERTIA

The guidelines (Synergy International Ltd 2001: 5) acknowledge the
potential impact of political factors and the need for the agency/project
to identify these at initiation and planning, assess their potential impact,
develop mitigation strategies, and factor them into forecasts. For example,
Novopay required political support to simplify the collective agreements
(Jack & Wevers 2013: 33)—a key requirement if the software package was to
be effective. There is little evidence in the available Novopay documentation
of the inclusion of potential political factors in the project planning and
forecasting. The elite interviewees could offer no direct insight into this
and, without access to the business case, it is not possible to assess.

The elite interviewees suggested the business case was written to influence
political support. An MoE senior project manager (Person BI) claimed the
stated ‘urgency’ to replace the Datacom solution and the risks of not doing
so were a tactic to gain political support for the business case: ‘there will be
trouble if we do not proceed with the BPO option’, rather than identifying
the political risks of proceeding. This is supported by a Novopay study
by Cranefield and Oliver (2014: 9), who argue that Novopay planning
underestimated the BOP option risks to the minister.

It is important to note, however, that the Novopay business case underwent
an independent assurance review and was approved and supported. This
leads to questions about the value and quality of such assurance. There was
a perception that one of the issues the Novopay assurers faced was a reliance
on the MoE for information. While the MoE had the organisational
knowledge and while the assurers could ask questions, they could only
provide assurance on the facts provided. An MoE senior project manager
(Person AZ) said this dependency created issues. In assurance meetings with
the SSC, the MoE business owner was not always open with details or, as
Person AZ stated, the business owner ‘was not telling them what is really

happening’.

Another MoE senior project manager (Person BC) agreed about the lack
of quality evidence provided to assurers, but also argued that part of the
problem was that the SSC assurance staff did not have the experience to ask
the right questions: ‘I do not think I have ever spoken to anyone in SSC
who would be really astute at knowing what you were trying to embrace’,
and to ask the relevant questions.
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Of note is that the guidelines (Synergy International Led 2001: 26-32)
state that monitoring agencies are responsible for assuring all aspects of the
business case, including the forecast quality. As the business case and its
forecast were approved, it can only be assumed that they passed central
assurance. In addition, even though gateway reviews were introduced in
New Zealand by the SSC in 2008—in time for use with Novopay—they
were not applied to the project at any point (Jack & Wevers 2013: 90).

Novopay complied with the requirements at the time and the project
was fully forecast upfront, including the total estimated cost (Synergy
International Ltd 2001: 26-32), which then became the project budget.
When asked about this practice and its suitability as a funding model, an
MOoE senior executive (Person BB) who was involved in the preparation of
the business case replied: “Was it the best? It was the way the process worked
with Treasury.’

Another MoE senior executive (Person BD) was more direct and argued that
the process was ‘nonsense’, that people knew the Novopay forecast would
provide no ‘surety’, and it was done to satisfy the minister. They argued that
this will only change when there is political change: ‘[P]eople understand
the nature of the beast ... and that means the politicians have to give up
money without serious detail.’

It was argued that this is a cultural issue that must be addressed so that
experiences like those with Novopay do not continue. This perspective
was supported by another MoE senior executive (Person BF), who argued
that there should be a principle of ministers setting parameters but letting
agencies plan with confidence within those.

From the vendor’s perspective, a Talent2 senior project manager (Person BI)
blamed the funding process for many of the later project management issues
as the focus was on cost rather than the work required and called the whole
process ‘stupid’. The ‘nonsense’ and ‘stupidity’ were proven: Novopay’s
original budget was NZ$182.5 million but, at the time of the ministerial
inquiry (Jack & Wevers 2013: 76-77), the budget was NZ$206.4 million.
This does not include future remediation costs, the establishment of EPL,
or the Talent2 financial impacts. Suffice to say, the original forecast was
inaccurate, so additional funding was necessary.

It was not possible to explore the financial management capability of the
project management team or the resulting impact on forecasting in any
detail, largely because there was no awareness among the elite interviewees
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or in the ministerial inquiry about who was responsible or the processes
used. The exception was an MoE senior project manager (Person AZ), who
stated that during and after the initiation period, it was the MoE business
owner who had financial management responsibilities—the same person
who earlier admitted they did not have large project management capability
and were learning on the job. The guidelines (Synergy International Led
2001: 36) indicate it is a key role of the project board to oversee financial
aspects of a project. Interviewees pointed out that the MoE’s chief financial
officer (CFO) was on the project board. I did ask this person for an
interview—mainly to discuss the Novopay forecasting process, funding
options, and potential differences in financial management practices for
large projects—but they declined, saying it would be ‘inappropriate’. I then
asked Person AZ about the CFO’s involvement at this stage, and they
responded that it was ‘very hands off ... I do not think anyone wanted this
to tarnish their reputation’.

Needless to say, the ministerial inquiry was ‘surprised that the financial
management of this project seems not to have attracted greater attention’

(Jack & Wevers 2013: 6).

The final line of questioning of the elite interviewees was to investigate
whether any other planning options had been considered as part of the
business case preparation, such as breaking the project and its deliverables
into smaller components. An MoE senior project manager (Person BC)
argued that it was impossible to avoid undertaking Novopay as a large
project and the notion that it could have been was ‘obviously, crap, actually’.

Other interviewees were more reflective, arguably with the benefit of
hindsight. An MoE senior executive (Person BD) mused that it was
‘legitimate’ to challenge the initial scope and question whether it was ‘far
too big’, and perhaps a better approach would have been to break it into
smaller projects. From a stakeholder perspective, a senior teachers’ union
representative (Person BH) wondered who were the ‘drivers’ of projects like
Novopay—the imputation being it was certainly not the stakeholders, who
suffered from these failures. The Education Review (2014) argued that a full
pilot program or trial would have been worth ‘the expense and hassle’ and
noted that schools had requested this but were told it ‘was not feasible’.

The institutional framework does in fact recommend that larger projects
be broken into smaller projects, each with its own business case (Synergy
International Ltd 2001: 44); despite this, Novopay was assured by central
agencies as a large project and approved by the minister. Without access



6. NOVOPAY CASE STUDY

to the business case, it is not possible to ascertain whether other delivery
options were considered; the ministerial inquiry’s report makes no mention
of this, nor were the interviewees specific about this.

I did ask a hypothetical question of an MoE senior executive (Person BF)
who experienced firsthand the fallout from Novopay. 1 asked whether, if
Novopay was to be planned today, with the same complexities, it would be
planned any differently given all the organisational and political influences.
They responded: ‘No. Unless things have changed in New Zealand.

You would have to have a courageous CEO who could explain it.’

They argued that while it is the minister’s mandate to set parameters, the
‘courageous CEO’ must explain that they do not know everything yet,
they will know more as the project progresses, they will keep the minister
informed, but the minister must let go and trust a new way of delivery.

In conclusion, first, the Novopay forecast was compiled with the help of
external specialist capability and to meet the guidelines in providing a full
upfront forecast, although the interviewees believed this was impossible to
do with any accuracy or relevance.

Second, a major component of the forecast, the cost of the Talent2 contract,
was not negotiated on the work required, which was unknown, or the most
suitable contract structure for the project, but on a figure set many months
earlier. There was a perception that the MoE was playing hardball and that
it believed by doing so it had ‘won’. Talent2 interviewees suggested their
compliance exposed them commercially; in hindsight, they should have
‘walked away’ at this stage. The internal optimism and prestige of snaring
a major new client kept Talent2 engaged, which was a critical mistake by
both parties that all but ensured failure.

Third, while the project claimed to have integrated lessons from the previous
payroll system, similar mistakes were made, with more disastrous outcomes.

Fourth, two critical stakeholders, New Zealand schools and Datacom,
were all but ignored, which made the gathering of requirements and their
inclusion in the forecast all but impossible.

Fifth, the project was not part of a replacement program and was sold on
the need to urgently move from the ‘old’ system, yet that proved to be
overstated and was used as leverage to gain political support. As a result,
alternative options that could have lowered the risk were lost.
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Sixth, assuring forecasts for large complex ICT software projects is as
impossible as it is to prepare them. In addition—although the reasons are
disputed—Novopay was not subject to a gateway review even though this
was available.

Last, Novopay could have been broken into smaller stages to lower the risk,
and indeed this was the requirement in the guidelines; why this did not
happen is unclear. Interviewees argued for cultural change in the forecasting
and funding of these types of projects—a change that would require the
minister to ‘let go’.

The findings and their conceptual
relationship

The elite interviewees indicated that the MoE did not have the required
capability or capacity in any of the identified roles or disciplines to
undertake Novopay. The MoE at the time was an education policy shop,
with little to no organisational priority given to addressing capabilities for
large ICT software projects. There was also a belief that actors skilled in
their organisational role could transfer those skills to a large ICT project,
but interviewees claimed they could not. The perception was that the
MoE and Novopay were set up to fail from the outset. In this regard, the
ministerial inquiry highlighted an important lesson learned: ‘Do not start
projects until the required capabilities are in place or identified” (Jack &
Wevers 2013: 13).

Second, the guidelines (Synergy International Ltd 2001: 23-24) require
central monitoring agencies to assess an agency’s capability to undertake
a large ICT project before commencement. The elite interviewees claimed
this did not happen, and no evidence was found to the contrary. Aligned to
this was a perception that the central agencies themselves did not have the
capability to undertake their key monitoring roles.

Third, MoE interviewees tried to boost capability and capacity by engaging
external resources for various tasks throughout the project; however, in a
major failing, the senior project management role was filled internally by
an actor without experience or the necessary skills. These efforts were also
impacted by financial constraints.
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Last, the capability of the minister was raised as an issue. It was argued
that while the minister may be capable in their day job, they did not have
the project management experience and capability required to make or
challenge decisions, or to understand the impact of their decisions.

For financial management, there was a documented requirement for the
preparation of a full upfront forecast for the entire project. This was perceived
as ‘nonsense’ that immediately put the project at risk. It was impossible to
account for every organisational, political, and technical factor over such
an extended time frame. This requirement impacted on not only the MoE
but also Talent2 as the complexities and cost and time implications began
to be realised.

The replacement of the Datacom payroll solution with Novopay was not
part of an asset or portfolio management process. Instead, it was sold as an
urgently needed replacement for an end-of-life system. Interviewees claimed
the ministry overstated the need for this and, as a result, possible alternative
approaches were not considered. This risk to the payroll was also used to
gain political support for the Novopay option.

The perception was that the initial contract negotiation with Talent2 was a
key factor in the project’s failure. The negotiation occurred many months
after the Novopay forecast, which included an estimate for the contract cost,
was approved. The contract was therefore negotiated not on what needed to
be done and a fair cost for this, but on a preset budgetary limitation. Instead
of walking away, Talent2 agreed to this, apparently because it wanted to get
a foot in a lucrative market and because of optimism that it could deliver
within these constraints.

There were three critical stakeholders to manage in Novopay, the first of
which was the vendor, Talent2. Interviewees believed the ministry managed
this poorly, adopting a take-no-prisoners, combative, and cost-focused
approach. Talent2 accepted this to ensure their role on the project—to their
later detriment. The second stakeholder was the schools—a relationship
that was also poorly managed, with claims the MoE told schools what
would happen rather than engaging them in the process. Schools, for their
part, trusted the MoE, but that trust was betrayed once the solution went
live and its poor quality and the impacts on school staff were realised. It was
claimed that the third stakeholder, Datacom, had extensive knowledge
of the peculiarities of the schools’ payroll and it remained the supporting
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vendor for the existing solution and as a possible contingency option.
However, the MoE excluded Datacom from key areas such as forecasting
and requirements-gathering.

Interviewees believed PRINCE2 was used for Novopay to achieve
compliance with a jurisdictional guideline rather than because it was of
any substantial benefit to the project. Any claimed improvement in project
management capability as a result was false.

The Novopay sponsor was held accountable and resigned from the public
sector, with a general perception that this was ‘deserved’. However, there
was also a view that punishment was not the only course of action available
and did nothing either to retain learned capability or to increase the
likelihood of others willingly undertaking the sponsor role in the future.
There was a challenge to the official view that the relevant ministers were
free of accountability. It was claimed they did have a direct influence
on decision-making, and therefore accountability, but this was ignored in
official records.

Despite the then current guidelines (Synergy International Ltd 2001) and
Novopay planning documents claiming to have incorporated lessons from past
projects, such as INCIS, many of the same mistakes were made. To highlight
this, the findings from Dangerous Enthusiasms (Gauld & Goldfinch 2006:
132-36)? are compared with the Novopay experience (Table 6.3).

Table 6.3 Comparison of lessons from Dangerous Enthusiasms
with Novopay

Dangerous Enthusiasms (Gauld &
Goldfinch 2006: 132-36)

Novopay, 2008-12

Things to do if you want to increase the
likelihood of failure:

The Novopay response:

Make the project as big as possible.

It was huge.

Attempt organisational change and
link this to the project, then continually
change specifications throughout.

Organisational change was a key part of
the project but was largely abandoned,
resulting in extensive unplanned
customisations.

Assume the contract will solve any
problems and instead of breaking it into
manageable components, award one for
the whole project.

Talent2 had one contract —a bad one —
and it became a major problem for both
it and the MoE.

9 Gauld and Goldfinch’s book investigated large New Zealand Government ICT projects and their
findings included analysis of INCIS and other projects.
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Dangerous Enthusiasms (Gauld &
Goldfinch 2006: 132-36)

Novopay, 2008-12

Be pessimistic, guiding principles:

The Novopay response:

Be modest about what can be achieved.

There was no modesty in what Novopay
planned to achieve.

Believe solutions will work only when
they can be shown to work.

Proof of concepts was not part of
the plan and proposed pilots were
abandoned. The proof of concept
happened at the go-live stage, with
a big-bang approach, and disaster
followed.

Expect to encounter the problems of
past projects; they will happen.

They did.

Excluding frontline staff is a high-risk
strategy and can undermine the solution
even if it works.

The engagement with schools was poor
and, as a result, the solution did not meet
requirements, with the schools in active

and public revolt.

Source: Compiled by author.

When the Novopay findings are compared with those from the earlier
chapters on sponsors, project management, and forecasting, the results
are revealing from a historical institutionalism (HI) perspective (see
Appendix 5). The Novopay findings relate to actions in 2008—12, whereas
the findings in previous chapters are from 2018-20. The comparison
indicates that the institutional governance issues that plagued Novopay still
exist a decade later, and indeed are closely aligned. Under HI principles, we
would expect things to change in the intervening 14 years, that lessons would
have been learned, and the institutional framework adapted accordingly,
but no change is the common outcome.

There are two variances to note. The 2018-20 findings indicate that
sponsors are rarely held to account for project failings, but the Novopay
sponsor was held accountable. Second, in 2018-20, there was a strong belief
that it is always possible when planning and forecasting to break down large
complex projects and reduce their complexity and risk. Novopay did not

do that.

The elite interviewees indicated a lack of leadership within the MoE
for Novopay. A deputy secretary was appointed as sponsor but failed
to undertake the full responsibilities of the role. The interviews did not
identify the MoE CEO/secretary as having a leadership role for Novopay.
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The interviewees’ perceptions, supported by the ministerial inquiry (Jack
& Wevers 2013: 81), were that the MoE leadership team tried to distance
themselves from a project leadership role, with negative results.

There was also a leadership failure among the central agencies in their
monitoring role for the Novopay project, as outlined in the institutional
framework at the time, the Guidelines for Managing and Monitoring
Major IT Projects (Synergy International Ltd 2001). For example, the elite
interviewees claimed that the sponsor was reliant on reading documents
to understand the role, whereas the guidelines (Synergy International Ltd:
38) state that it is a central agency responsibility to ensure the sponsor has
clarity about the role. There was a perception that the MoE was left to deal
with these issues independently. A decision was made to not use gateway
reviews even when the problems with Novopay were known.

Ministers were seen to be taking a ‘hands-off” approach, wanting to not be
tainted. It was also claimed that there were direct and negative influences
from politicians on project decision-making,.

There was no entrepreneurship identified in the elite interviews and none
reported in the ministerial inquiry. The project was troubled from the outset,
yet no example of trying to do something differently was identified. Albeit
with hindsight, elite interviewees believed the scope and approach should
have been questioned and alternatives investigated as Novopay, as planned,
was ‘just too big. It is interesting to note that the institutional framework
(Synergy International Ltd 2001: 44) recommends breaking large projects
into smaller subprojects.

There was an idea posited that the key go-live decision should have been
reviewed and approved by a truly independent body to remove it from all
organisational and political influences.

The elite interviews and documentation such as the ministerial inquiry
report failed to identify positive examples of effective agency. The MoE
business owner on Novopay wielded undue influence but did not have
the capability in large ICT projects to use this power effectively and, it
was claimed, they had this agency only because the sponsor delegated and
avoided their own responsibility. The senior project managers were remote
from the sponsor and claimed they had little agency. Central agencies should
have played a greater role in monitoring the project as per the guidelines
but failed to do so. The one example of agency cited by interviewees was
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the minister, who directly and negatively influenced decision-making at the
go-live stage, with a mentality to push the implementation of the system as
quickly as possible taking precedence over best practice.

Finally, while risk management was not one of the theoretical concepts used
in the analysis, given the poor Novopay outcomes, it is worth mentioning
here. This case study highlights the many risks within the project that
ultimately impacted on the delivery of the planned benefits. Research
by Zwikael and Smyrk (2015) analysed the role of governance in the
delivery of these benefits based on principal-agent theory and a control—
trust—risk approach. They conclude that in high-risk projects the most
effective approach is for the project owner to trust the project manager and
governance groups to highlight and address risk, rather than taking a top-
down control-based approach. The issue with Novopay was that neither the
project manager nor the governance groups demonstrated the capability to
manage and mitigate the risks; in Novopay, trust was misplaced.

Conclusion

The elite interviewees highlighted a failure in the institutional governance
for Novopay; it was ineffective and contributed directly to the poor
outcomes. The MoE should never have been approved to either commence
or continue with the project as planned, yet it was. This was not an MoE
failing, but an institutional failure.

The elite interviewees also highlighted two distinct variances from the
findings of the ministerial inquiry. First, the critical go-live decision-
making process was directly influenced by political pressure, while the
inquiry absolved ministers of any influence. Second, guidelines within
the institutional framework were not enforced by the appropriate
central agencies, while the inquiry arguably ignored this perspective
and central agency responsibility.
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