3

Change the nature of what
is to be governed

No institution can possibly survive if it needs geniuses or supermen
to manage it. It must be organized in such a way as to be able to
get along under a leadership composed of average human beings.
(Drucker 2008: 26)

The narrative

The narrative to emerge from the stories of the elite interviewees is one
of institutional inertia leading to a failure in governance leadership. It is
a narrative of organisational forgetting, ignored complexity, and a spattering
of entrepreneurship by actors with agency. It is a narrative of possibility that
effective governance change can happen if, instead of imposing bureaucracy,
leadership in governance is collaborative and flexible with a focus on delivery.
Finally, it is also a narrative of hypocrisy: imposing governance controls, yet
in some instances ignoring them.

The governance enacted by institutional frameworks has failed to adapt to
lessons from the past; it is almost as though they are forgotten until they
happen again. While there is evidence of some change, and some attempts
to change, this has been slow and has not addressed the critical governance
issues. This is an interesting dynamic, as all interviewees highlighted
the governance weaknesses and stressed the need for change, yet it has
apparently not been an executive priority to do so. More to the point, there
is no evidence that governance leaders are collaborating with these actors
to identify the issues and ideas for change; these actors have much to give.
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The complexity of large ICT software projects is a major factor in current
governance. These projects were identified in the literature and by the elite
interviewees as being difficult, volatile, and arguably uncontrollable against
original forecasts over extended periods. Therefore, governance must
focus on reducing complexity, not adding to it. If not inert, leadership in
governance is at best indifferent to this issue. There is a high likelihood that
the same mistakes will be repeated and poor outcomes for large ICT software
projects will continue across the Australian and New Zealand public sectors.

This narrative was highlighted in each of the three roles/disciplines analysed
in this book. The sponsor is a critical project leadership role, yet it remains
misunderstood, not prioritised, with little to no training provided, and
the skills exist only by chance. The project management discipline is also
misunderstood, with an executive focus on project management skills
rather than an acknowledgement of it as an organisational discipline
of which a project manager is just one aspect. Finally, there is executive
failure to understand the folly of the current guidelines for the approval and
funding of large projects, and to treat ICT solutions as assets and manage
them accordingly.

While the intent of governance via institutional frameworks is to
provide control and consistency, they in fact limit the adaptation and
entrepreneurship necessary to address complexity and force projects down
a path that increases the likelihood of poor outcomes. The frameworks are
about bureaucratic control rather than supporting and enabling effective
outcomes. Paul Barratt, former secretary of the Australian departments of
Primary Industries and Energy and Defence and former executive director
of the Business Council of Australia, when asked about the intent of
institutional frameworks, stated:

[Tlhey are designed to reduce risk but they do not enhance
innovation and creativity ... [Tlhey are almost the last common
denominator [and are designed to] prevent the worst abuses, or the
worst of incompetency, so you have to do A, B, C, but a person with
their head screwed on right will operate within those boundaries but
ignore them.

There is a dichotomy between the formal rules of the institutional
framework that actors must follow and that limit ‘bad behaviour’ and the
entrepreneurship of an actor with agency to apply a more pragmatic approach
to avoid further disasters. There is evidence that entrepreneurs have stepped
outside some aspects of the framework to improve outcomes yet remain
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limited by others. The problem is such entrepreneurs are rare, and most
actors are left to follow the formal rules. There is also a hypocritical aspect
to the application of the formal institutional framework guidelines. Projects
are approved jurisdictionally and governmentally to begin following these
rules, yet the agency with responsibility for the project does not have the
capability to deliver, setting the project up for failure from the outset.

To address, or perhaps avoid, the collective governance issues, this book
posits that it is time to acknowledge that large ICT software projects are
complex beasts and the complexity, capability requirements, and risk
must be reduced by doing things differently. Projects must be planned
differently, funded differently, and governed differently or else more of the
same can be expected. These issues are currently being left up to actors
with the entrepreneurship, initiative, and agency to address them, rather
than executive leadership attending to governance. It is time for those with
responsibility for leadership in governance to ask, listen, act, and let go of
some control.

The case studies: A comparison

Novopay was approved in 2008 and followed the institutional framework
guidelines for planning and approval. It was not a rogue project operating in
secret. The institutional framework and the Novopay planning documents
indicate that lessons from previous failed projects had been incorporated
into its management; however, the mistakes were repeated—and arguably
magnified—with some particularly important institutional governance
issues highlighted. The Novopay project operated within the institutional
framework throughout and was approved to start, continue, and go live
by project governance, central agencies, and government. The project was
approved to begin even though there was an acknowledgement that the
Ministry of Education (MoE) did not have the capability to undertake such
a complex project, and it was approved as a large single project even though
the guidelines recommended complex projects should be broken into smaller
components. The MoE was then largely left to manage independently
without the capability to do so, which was a failure of institutional
governance, not a personal failing of the sponsor or the MoE. It is a tragic
tale, with disastrous outcomes for all stakeholders.
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The EPDP had a direct relationship with Novopay as it was to replace critical
ineffective components of the Novopay solution. Because the EPDP would
encounter many of the same challenges as Novopay, the EPDP made the
Novopay lessons learnt central to planning and management. The EPDP
has been successful and addressed the risk of repeating the problems with
Novopay, which is due to three major factors. First, the program benefited,
by chance, from having an extremely capable project sponsor who took
on the role, all its responsibilities, and accountability with entrepreneurial
gusto and skill; what a difference that made to the Novopay model.
Second, capability and capacity to undertake the project were assessed and
acknowledged upfront, and anything lacking was acquired before beginning
key tasks. Finally, the project was broken into components to reduce
complexity and aid learning and was delivered via agile methodology. This
approach was not necessarily supported by the institutional framework and
the sponsor used her agency as the chief executive to work around this. The
EPDP findings indicate that, despite the successful use of agile, change in
the institutional framework has been slow.

The Novopay and the EPDP case studies highlight the hypocritical nature
of the governance. It was widely acknowledged that the MoE did not have
the capability to undertake the project, yet it was asked to do so. Novopay,
which followed the institutional framework and maintained government
support throughout, has now been widely cited as a catastrophic failure,
costing the careers of senior bureaucrats. The EPDP is a project that has,
where possible, avoided or worked around the standard guidelines because
they would not have allowed it to achieve the desired outcomes. This project
is classified as a success and is being held up as an exemplar in New Zealand.
Which governance path should future projects follow—the one to avoid
‘bad behaviour’ or the one to focus on successful outcomes?

This book is not researching how large government ICT software projects
are classified as a ‘success’ or a ‘failure’ or something in between. That
would require a different methodology to the one applied here, and indeed
is a different research question. However, the nature of the two cases and
the perceptions of their outcomes provide an opportunity to analyse why
one is seen as a failure and the other as a success. Allan McConnell (2010a,
2010b; Howlett 2012) proposes a spectrum of success as a suitable means of
undertaking such an assessment. Assessment based on traditional program
outcomes—for example, technical goals, cost, and time—is not suitable,
so two additional measures have been introduced. The first is the outcome
as policy—whether due to institutional policies or processes, there is
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a failure to move from idea to reality. The institutional frameworks in our
case studies reflect this, as they directly influenced how the projects were
approved and managed. The second is the political implications. For each,
McConnell proposes a spectrum roughly equal to moving between virtual
universal support for the outcomes and an all but total lack of support:
success to failure or parts in between. It is important to note—and aligned
with comments in the introductory section of this book—that the concept
of universal agreement is utopian.

The two cases are analysed against McConnell’s spectrum (adapted from
McConnell 2010a: 352-56). For the policy factor in Novopay, Table 8.1
indicates that while there was compliance success in following the governance
framework, this was at best conflicted as it contributed to the eventual poor
outcomes, and there was a subsequent push for change. As a program,
support for Novopay’s outcomes was and remains virtually non-existent,
as evidenced by the findings of the ministerial inquiry (Jack & Weevers
2013). Novopay was also politically damaging. Based on this analysis, it is
not difficult to understand why Novopay has been classified as a failure—
almost universally so.

Table 8.1 Novopay assessment against McConnell’s spectrum

Spectrum | Policy Program Politics

Success

Resilient

success

Conflicted Governance

success framework was
followed, but
with signs of
disagreement.

Long-term legitimacy
was tainted.

Precarious Out of touch with

success viable alternatives.

Failure Support for the Implementation was Damaging to
governance not executed in line the reputation
framework was with objectives and did of the
virtually non-existent. not achieve desired government

outcomes. and leaders,
Damaging toa with no
particular target group redeeming
(i.e. schools). political
Program support is benefit.
virtually non-existent.

Source: Compiled by author.
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Table 8.2 EPDP assessment against McConnell’s spectrum

Spectrum | Policy Program Politics
Success - Implementationin + Political
line with objectives, reputations
has been almost have not
universally perceived as been
successful, and cited damaged.
as an exemplar in New + Opposition
Zealand government. to the
Schools have greatly government
benefited and there are for the
now strong relations and initiative is
renewed trust between virtually non-
them and the ministry. existent.
Resilient - Outcomes broadly
success achieved despite some
shortfalls (e.g. time,
cost).

Conflicted |- Governance

success framework was
followed, but with
signs of disagreement.
Long-term legitimacy

was tainted.
Precarious |- Out of touch with
success viable alternatives.
Failure + Support for the

governance framework
was virtually non-
existent.

Source: Compiled by author.

For the policy factor in the EPDP, Table 8.2 indicates much the same findings
as for Novopay: the governance framework was followed where mandatory
but was ineffective in meeting the requirements of the project and did not
support innovation. There was a desire for governance change as a result.
The EPDP has found and continues to find wide support from all stakeholders
in meeting program deliverables and has been cited as an exemplar in New
Zealand government. Given this success, there has been virtually no negative
political impact. As identified earlier, the EPDP has not delivered to time or
budget, yet its ‘success remains resilient. In this case, effectively delivering
a product and meeting stakeholder and political expectations arguably
override this factor. The EPDP program and its political successes were only
possible due to the ability and determination of the project sponsor to do
things differently and step away from policy shortcomings.
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Comparing the part one (Chapters 3-5)
findings with the case study findings

The conceptual findings from the Novopay and EPDP case studies (part two)
are very closely aligned with those from part one (Chapters 3-5), where
the same issues were highlighted. To break this down further, Table 8.3
compares the theoretical concept findings from parts one and two (also see
Appendices 5 and 6). The correlation between the part one and Novopay
findings is eerie; sadly, the Novopay issues remain a decade later. The EPDP
findings highlight the fact that the part one and Novopay issues were known
to exist, but things were done differently to address these. To avoid the
governance shortcomings, the EPDP stepped outside the institutional
framework; the project adapted, but the governance framework did not.

Therein lies a key finding when comparing parts one and two. The research
spans 2008 to 2020 and the findings indicate that, within that period, little
has changed and there is no evidence of widespread governance adaptation
of the institutional frameworks. The findings in Table 8.3 are not listed
in order of priority. Without leadership to recognise the need for, and to
drive and prioritise, change across sectors, none of the concepts is likely to

be addressed.

These findings fit within and support the overall narrative that the
institutional frameworks are insufficient to provide effective governance
for large ICT software projects in the Australian and New Zealand public
sectors. Effective governance has been provided through adaptation due to
individual agency. Therefore, despite experiences, much learning, and an
even greater desire for change from the elite interviewees, poor outcomes
will continue because change is simply not happening.
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Table 8.3 Comparison of theoretical concept findings

Theoretical
concept

Part one, general
(2018-20)

Novopay case
study (2008-12)

EPDP case study
(2017-20)

Capability and
capacity-building

Capability and
capacity do not
exist and there is
no organisational
priority to address
the issue. Where
they do exist, this is
a result of chance
or luck rather
than institutional
framework
outcomes.

The MoE did not
have the capability
to undertake
Novopay and failed
to address this.

It was left to act
independently. The
sponsor lacked
capability and
experience.

There was early
recognition that

both capability

and capacity were
lacking, so the
leadership focus

was to implement
capability upgrades
and maintenance
strategies before
beginning key tasks.
The sponsor had vast
experience in large
ICT software projects,
which was a product
of chance, rather than
a designed outcome.

Financial
management

The requirement

to forecast in full
upfront at the
initiation stage

is impossible,
produces irrelevant
figures, andis a
major issue with
these projects.

Required a full
upfront forecast,
which proved to be
wildly inaccurate.

The program had to
prepare a full upfront
forecast, which
remains a benchmark.
This was inaccurate
and eventually
became irrelevant as
the project moved

to an agile delivery
method.

Organisational

Learning is not

Despite many past

The project effectively

management is
particularly poor.

poor. Schools

were not engaged
effectively, and the
relationship with
the vendor became
toxic.

learning happening. There learnings being addressed key
is areliance on available, Novopay | Novopay learnings
written reports learnt nothing and has not repeated
after the event and repeated the same mistakes.
and a culture and exaggerated This was largely
of ‘learned previous errors. enabled by the agile
helplessness’ and methodology with a
forgetting. Real- cycle of continuous
time continuous learning and breaking
learning is down risk and
preferred. capability demands.
It also enabled staged
delivery.
Stakeholder This capability is Stakeholder Stakeholder
management missing. Vendor management was management was

a key focus of the
program. Schools
were actively and
successfully engaged
from the outset.
Vendor management
was effective.
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Theoretical Part one, general | Novopay case EPDP case study
concept (2018-20) study (2008-12) (2017-20)

Contract Capability does The long-term Vendor management
management not exist and contract with was effective due to

there is a focus on
entering long-term
contracts based on
upfront estimates,
for which accuracy
is impossible and
which set the
relationship up for
failure.

Talent2 was based
on a predetermined
forecast, not

on the work to

be undertaken,
which was largely
unknown.

the use of multiple
vendors for specific
tasks, with a focus

on the capability and
capacity to undertake
each component,
based on time and
materials, which was
seen as a ‘win-win’
for all.

Accountability

Misunderstood,
avoided,

and applied
inconsistently.
Seen as all risk and
no reward.

The sponsor
misunderstood
their accountability
and avoided key
responsibilities;
however, they were
held accountable
and resigned from
their MoE role as a
result.

The sponsor, who
was also the chief
executive, fully
understood her
accountability,
actively participated
in the program, and
led from the front.

Methodologies Methodologies PRINCE2 was The program used
exist but used but was seen | an agile delivery
are applied as ‘ticking a box’ methodology,
inconsistently to comply with which was highly
and are largely an institutional effective and enabled
ineffective requirement. It did | the program to
inimproving not improve project | meet many of its
outcomes. outcomes. Gateway | objectives. Gateway

reviews were not reviews were also
used. used and were
helpful.

Leadership There are two key | The sponsor The sponsor, who

areas of leadership
failure: government
and jurisdictional
executive
leadership to
adapt institutional
frameworks, and
senior project
leadership,
particularly from
the sponsor role.

failed to provide
the leadership
required and
distanced herself
from the project;
however, there was
also a failure of
governance from
government and
central agencies,
who endorsed the
project throughout,
including the go-
live decision.

was also the chief
executive, provided
highly effective
leadership and was
a major contributor
to the program’s
success. The
government and
central agencies had
little leadership input
and largely left the
program to its own
devices.
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Theoretical
concept

Part one, general
(2018-20)

Novopay case
study (2008-12)

EPDP case study
(2017-20)

Entrepreneurship

Stop doing large
projects. The
preferred approach
is to break

large projects

into smaller
components to
reduce complexity,
risk, and capability
demands.

Novopay was
undertaken as
asingle large
complex project
and implemented
with a ‘big bang’.

The program was
broken into smaller
components

and delivered
incrementally via an
agile methodology.

Agency

Some institutional
frameworks
support doing
things differently;
however, there

is areliance on
the agency of the
project executive
for this, which is
seen as positive.
Political agency is
a negative as it can
usurp institutional
guidelines.

Agency was not
used effectively,
with the sponsor
avoiding
responsibility.
Political influence
negatively
impacted on the
go-live decision.

The use of agile in
the EPDP was not

an institutional
framework guideline
but was pursued and
supported due to the
initiative and agency
of the sponsor/
chief executive.
Political influence
was not a factor,
arguably due to the
ongoing success

of the program and
therefore a contented
minister.

Source: Compiled by author.

Theoretical implications

Institutionalism is the study of institutions as ‘humanly devised constraints
that shape human interaction’ (North 1990: 3). These constraints shape
required behaviour, with actors adhering because it is in their interest to do
so (Ferris & Tang 1993: 7). These constraints in turn provide ‘stability and
meaning to behaviour’ through the ‘routinisation’ of tasks (Timney 1996:
101). This system of formal and informal rules, guidelines, and procedures
that guide the behaviour of actors is classified as an institutional framework
(North 1990: 6). All jurisdictions within the Australian and New Zealand
public sectors have institutional frameworks for the operation of large ICT
software projects, guiding how they are initiated, approved, and funded,
what methodologies are used, resources, assurance mechanisms, and so
on. This provides project governance with an emphasis on ‘consistent and
coordinated’ practices (Peters 2011: 78).
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Analysis of the elite interview data indicates that governance via the
institutional frameworks within the Australian and New Zealand public
sectors is generally adhered to—for example, the preparation of business
cases in a prescribed format and timing to gain approval. However, as
identified in the narrative, this adherence forces agencies and projects down
a path that increases the likelihood of poor outcomes. Therefore, compliance
may be achieving consistency, but it could be consistent ineffectiveness.

That leads to the issue of adaptation, which is an important part of
institutional theory. Institutions and their governance are not static; they
innovate and adapt to evolving circumstances and environmental issues
(Peters 2011: 84). This book argues that, despite overwhelming evidence
supporting change, institutional frameworks have not adapted. Adaptation
is slow or non-existent and there is effectively an institutional inertia when
it comes to addressing the issue. Inertia can be thought of as the ‘stickiness’
of institutions (Pierson 2004: 8); they can be hard to budge. Alternatively,
this stickiness can be thought of as the embeddedness of structures and
practices (Starik & Rands 1995; Dacin et al. 1999), which can make change
a formidable task. The data in this book indicate the structural constraints
embedded in the institutional frameworks are a major factor in this inertia.
To analyse and explain this inertia through an institutionalist lens, the
findings can be interpreted against several factors.

First, the cost to implement all the issues highlighted—new structures and
skills, changed executive expectations, asset management, and portfolio
funding, to name a few—would be extensive. The interview data show
this cost is a factor in the failure to actively address the change required.
Politicians and the executive baulk at this as they see little benefit for
themselves and fail to understand the true cost of failure from not acting.
As one example, a former government education minister explained that
a choice between spending money on ICT software maintenance or on
improving school facilities was politically challenging—or, in the immortal
words of Sir Humphrey Appleby, a most courageous decision, minister’.
The problem of course, as has been identified in this book, is that not
maintaining a school payroll solution can lead to major organisational,
political, and public fallout. It has been argued that change will only happen
when the costs are low, the current framework is identified and accepted as
being poor, and all parties accept that change is necessary (Espin-Sinchez
2014). Given the misalignment of those factors for large ICT software
project governance, adaptation of the various institutional frameworks can
be expected to remain inert.
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Second, path dependence is interesting from a historical institutionalism
perspective, as events over time seem to have had little impact on improving
outcomes. That is not to say that institutional frameworks have not evolved
because of endogenous and exogenous factors. They have—for example,
with the introduction of gateway reviews. However, these changes have
so far failed to address the core issues with large ICT software projects.
Mahoney (2000: 511) argues that this is a factor in institutional inertia as
historically driven change once set in motion tends to continue to track that
change and become embedded to the exclusion of other possibilities. This is
supported by Pierson (2000b: 75), who states that once a path has been set
and other options discarded, an institutional commitment has been made
and change becomes difficult. An example is the requirement for a detailed
business case at project initiation—which can only be a guess about what
will happen in the future—on which the project is approved and funds
allocated. The overwhelming perspective from the data in this book is that
this alone contributes significantly to continuing poor outcomes, although
there is resistance to ‘letting go’ from central agencies and politicians for fear
of losing control. So, while some forces may be pushing for change, public
sector bureaucrats remain resistant to that change and innovation (Gains &
John 2010).

The third factor is the role of agency, how it is applied, and by whom.
The problem identified in this book is that institutional frameworks can
subjugate agency or, as Schmidt (2008: 314) states, there is a subordination
of agency to structure. However, while subjugated institutionally, actors
with agency are exerting influence over individual large ICT projects.
If agency is thought of as ‘the capacity of individuals to act independently
and to make their own free choices’ (Barker 2005: 448) or to ‘manipulate
institutions’ (Abdelnour et al. 2017: 1781), the use of agency is largely
positive. Actors used their agency and entrepreneurial skills effectively to
circumvent perceived shortcomings in the institutional framework. This
was a consequence of a struggle between institutionalised practices and
the goals of the actor (DiMaggio 1988; Fligstein 1997; Beckert 1999;
Lawrence 1999; Lockett et al. 2012: 357)—in this case, to improve the
likelihood of good project outcomes. The problem is these actions and ideas
are not leading to demonstrable institutional change; they are independent
initiatives, with localised learning, while the institutions remain inert. Bell
(2011: 886) argues that the answer is to bring agency back into the equation
for a more ‘discursive institutionalism’—a process in which ideas and
interactive discourse are communicated and feed into institutional change
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(Schmide 2011: 684). This is not happening. For example, the EPDP has
been lauded nationally for changing internal audit practices, nominated
internationally for its use of agile methodology, and cited by New Zealand
central agencies as an exemplar. However, this has not yet led to any change
to the institutional framework—in fact, the internal auditors seem to be
viewed suspiciously by their peers. This is like the findings from the ATO
mini case study (see Boxes 5.1 and 7.6): while the commissioner used his
agency to drive entrepreneurial change to great effect, there is no evidence
that this has resulted in wider endogenous change in the Australian Public
Service. If the use of agency is viewed as a reaction to the ineffectiveness of
the governance framework, a failure to learn from these successes and adapt
governance accordingly reflects a weakness in governance.

Fourth, a failure of leadership has contributed to governance inertia.
The failure is twofold—the second a consequence of the first: executive
leadership has failed to adapt and transform governance for these projects,
and the project sponsor has failed to provide leadership.

Executive leadership in government has focused on control and the
application of rules, guidelines, constraints, and the like. This approach is
a poor fit with modern governance principles, the primary aims of which,
according to Denhardt and Denhardt (2011: 422), include fostering
collaboration and building adaptive capacity and resilience. Whereas
traditionally adaptation was considered the result of transformational
leadership (Van Wart 2003; Denhardt & Denhardt 2011: 424), modern
governance requires leadership that enables actors to fulfil their needs
(Burns 1978: 19; Dugan 2012: 8). For example, while funding guidelines
may support Treasury’s self-interest, they are ignoring the substantial
negative impacts this has on a project, with the two at odds with each other.
Collaboration addresses this dilemma when decision-makers recognise the
legitimate interests of stakeholders by supporting collaborative outcomes
and letting go where necessary (Thomson & Perry 2006). This is a style of
governance leadership that I could not identify in any document or evidence
from the elite interviewees; there was no widespread engagement with the
public sector stakeholders on governance concerns and no adaptation of
the governance framework. Governance remains largely hierarchically
controlled.

The second aim of leadership is to build adaptive capacity and resilience
into governance. When everything seems to be out of control, such as
in large ICT projects, the natural leadership reaction is to apply more
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control via governance (Sutcliffe & Vogus 2003), which can further reduce
organisational management capacity and resilience (Denhardt & Denhardt
2009). This does not result in adaptation that will transform; its intent is
applying more control—a move from inertia to strangulation. The findings
in this research support the idea that institutional frameworks are more
about what must and must not be done than about what can and should
be done. Duit and Galaz (2008: 326) argue that this rigid application of
control is an inappropriate governance model when unpredictability exists,
as it does in these projects. They argue for a more flexible governance model
that is adaptive to changing circumstances. Perhaps it is time for leadership
to collaborate, listen, and act on these perspectives.

The leadership failure in the critical role of project sponsor can be causally
related to the failure of governance to adapt for these large ICT projects.
Actors are appointed to the role without the necessary skills or experience
and there is no effective strategy to address this. There is evidence of some
jurisdictional movement in this area, but it is insufficient.

The fifth factor is the matter of organisational learning, which is when ‘the
experiential lessons of history are captured in a way that makes the lessons,
but not the history, accessible to organisations and organisational members
who have not experienced that history’ (Levitt & March 1988: 320). This
learning is then reflected in the cumulative adaptation of the formal rules
and structures, policy documents, manuals, [and] standard operating
procedures’ (Dekker & Hansen 2004: 217)—that is, the adaptation of
governance via the institutional framework. There has been a failure to
apply these learnings, contributing to governance inertia and the lack of
adaptation in the institutional frameworks. This is a case of institutional
amnesia—the ‘ways in which government agents and organisations ... no
longer remember or record policy-relevant lessons from the past’ (Stark &
Head 2019: 1526). Pollitt (2000: 6) adds to this definition by arguing that
institutional amnesia is the ability and willingness of public sector institutions
to access and use relevant experiences. Stark (2019: 150-56) argues that this
amnesia occurs when, among other things, there is organisational churn.
As has been noted in previous chapters, large ICT software projects are
typically the responsibility of an individual agency, hence learnings have
been siloed; exacerbating this is the fact that teams can be transitional, so
learnings and storytelling walk out the door when individuals leave. Regular
organisational restructuring and change of policy or government compound
this issue.
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The inability of an organisation to institutionalise change limits its
capacity to adapt. The complexity of the institutional frameworks for
large ICT software projects, and their embeddedness, limits the ability of
an organisation to be an adaptive change agent, as change then requires
‘intense and long-term political bargaining, such as planning regimes’ (Stark
2019: 152). The passage of time can have two impacts: a ‘drift’ in which
risk perceptions fade, and the organisational churn factor, which means
there is an absence of historical storytelling to relive the lessons from past
projects. This has a relationship with learning-curve theory, which posits
that organisational and individual learnings are forgotten when activities
slow or cease for a period (Globerson & Levin 1987; Cappelli 2000). There
is danger in an organisation forgetting key lessons from the past (Rigg 2016;
Pedler & Hsu 2014; Biesenthal et al. 2018: 44). This is relevant to large
ICT software projects as they can be generational, with stories lost or fading
between each.

An example of this is the Novopay case study. Project documentation stated
that it had applied learnings from past projects, including the previous
payroll implementation many years earlier; however, the mistakes were
amplified. This organisational and individual forgetting was arguably
because a new project team was in place, with no individual learning or
history to bring forward; they were learning from scratch. Novopay was
the responsibility of a single agency, but there was no evidence of effective
cross or interjurisdictional learnings. This supports a finding by Swan et al.
(2010: 327), who argue that organisations fail to learn from past projects
when the learning is localised rather than organisation wide. This aligns with
the perceptions of the elite interviewees who said it was unrealistic to expect
an agency to have the knowledge, experience, and skills to undertake large
ICT projects when they are generational; people move on and technology
and software change. Therefore, when planning large projects, Kleiner
et al. (2012) argue, the agency should first understand it has forgotten
how to undertake them or is not privy to localised learnings. Institutional
frameworks are adapted by adding ‘lessons learned’, but these are likely to
have been forgotten and inertia remains, as was the case with Novopay.

McConnell (2010a, 2010b) argues that the spectrum for measuring
policy success requires assessment against three areas: policy, program, and
political. A comparison of the two case studies identified similar problems
with the policy area, as strict adherence to or reliance on the institutional
governance framework and the policies therein would contribute to poor
outcomes. Novopay followed the prescribed path, with disastrous outcomes.
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The EPDP did not adhere strictly to the framework thanks to the agency,
skill, and entrepreneurship of the sponsor, and achieved program and
political success. Howlett (2012) argues that policy is the most difficult
area in which to address shortcomings due to leadership and organisational
capability and capacity issues. Limitations must be detected, altered, and
given organisational priority. Hence, as with other theoretical findings, the
road to policy success is challenging.

In conclusion, the findings indicate that the institutional frameworks are
intended to create the ‘conditions for ordered rule and collective action’
(Stoker 1998: 17). However, if the effectiveness of this governance is to be
measured as performance against desired outcomes (Baekkeskov 2007: 258)
then governance has been ineffective or, at best, insufficient in key areas.
Part of the problem is that the multilevel nature of the governance opens
effectiveness to dispute (Backkeskov 2007; McConnell 2015). An example
would be the financial guidelines for these large projects, which were widely
criticised by the elite interviewees yet supported politically and by the
executive because they were seen to provide surety over costs.

The findings indicate that governance is largely ‘impositional’ (Richardson
2012): imposed from above, with a focus on control, and little evidence
of adaptation through collaboration, participation, or responsiveness to
the experiences of those impacted (Heclo 1978; Katsamunska 2016). This
introduces a dilemma for project leadership: should they follow an imposed
governance model that could lead to loss of control of project outcomes
for which they will be held accountable, or should they put self-interest
first and step away from aspects of governance to improve the likelihood
of good outcomes? The research indicates self-interest in the project occurs
when there is both capability and agency, hence agency is used to provide
a balance between compliance and flexibility. The interesting aspect of this
finding is that it is no secret when this happens: central agencies are aware
of this ‘stepping away’ and there is evidence of tacit support and trust,
with the EPDP case study a prime example. This is perhaps an acceptance
that institutional governance adaptation is slow, so localised adaptation
is tolerated.

With a new institutionalism focus on understanding the relationship
between institutions, behaviour, and outcomes (Diermeier & Krehbiel
2003; Scott 2005; Parsons 2007), the findings indicate institutional inertia,
which is leading to tensions between the institution and the behaviour
of individuals. This inertia is due to several factors. First, while the elite
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interviewees believed the institutions were ineffective, they largely followed
them, almost through fear—a key tenet of rational choice institutionalism
(Schmidt2010). As a result, change is static. Second, actors can be influenced
by the social legitimacy of the institution, which is a key tenet of sociological
institcutionalism (Thelen 2004; Parsons 2007; Kenny 2007). They act not
from fear of the consequences for not doing so, but because they believe it is
appropriate to do so (Schmidt 2010). A potential future example would be
widespread use of agile delivery methods as it (presumably) gains legitimacy.
Gaining legitimacy, however, takes time (Bevir 2010). Third, there is
evidence of historical institutional change such as the introduction of
PRINCE?2, gateway reviews, and revisions to financial rules, but these have
not addressed the key governance issues identified by the elite interviewees.
Institutions have become sticky, with embedded rules that tend to exclude
alternatives (Starik & Rands 1995; Dacin et al. 1999; Pierson 2004).

Finally, ideas are a dynamic and endogenous means of change. Discursive
institutionalism argues that ideas are weapons for institutional change,
and can both identify problems and provide solutions (Blyth 2001). The
problem is, our findings indicate that while the ideas exist, change is not
happening because the discursive interaction is absent. This lack of change
in institutions to address key issues causes tension and actors with capability
and agency circumvent this by stepping away from the institutional
framework and doing things differently to improve the likelihood of good
project outcomes.

However, the dilemma of a reliance on matching capability and agency
to address shortcomings in governance and its frameworks is that, as this
book has found, capability can be a matter of chance or luck. Therefore,
actors and projects will continue to rely on existing institutional
governance arrangements.

Public policy implications

The elite interviewees provided no disagreement about the necessity of
an effective governance framework for large ICT software projects; the
argument was that existing frameworks are ineffective or inconsistent in
achieving the desired outcomes, are failing to adapt, and there is institutional
inertia. The frameworks have become ‘sticky’ and are a constraint on change
so that this inertia has public policy implications (see Table 8.4).
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Table 8.4 Policy implications of institutional inertia

Institutional
inertia factor

Type of inertia

Implications for
behaviour and

Implications for
policy

entrepreneurship

imposing structure
on agency; agency
becomes reliant on
entrepreneurship.

lack of capability,
actors with agency
are following the
framework.

Those with agency
and capability

are being
entrepreneurial and
doing things their
own way.

project outcomes

Cost Cost is a barrier to Projects will The funding of all
change as the benefit | continue to components related
of the expenditure struggle within the |toalarge ICT
is not recognised constraints. project (structure,
institutionally or skills, training,
politically, nor is maintenance,
the cost of failure etc.) must meet
understood. requirements.

Path There is ongoing Forced to follow the | Removing ongoing
commitment same path that has | commitment to
to historically previously led to past changes.
implemented policy. | poor outcomes.

Agency and Governance is Due to a perceived | Removing structure

from agency when
actors do not have
capability can lead
to problems.

The imposition of
complex controls
leads to agency
being applied to
circumvent these
controls to improve

major issues.

Failure to collaborate;
controls imposed
from above with
disregard to
discourse/ideas from
jurisdictional actors.

The typical response
to crisis is to add
more control.

Lack of capability
and capacity to
undertake large ICT
software projects.

outcomes.
Leadership (in Failure in governance | Imposing controls | Governance
governance) leadership to address | from above. requires a

collaborative
approach, not

a hierarchically
imposed one that
ignores the needs
of those impacted.

Organisational
learning

There is a culture
of forgetting, not
learning, arguably
because of the
extended period
between each large
project and the
siloed approach to
undertaking them.

Mistakes are
repeated. This

is exacerbated

by the fact that
large ICT projects
are typically the
responsibility of an
agency, and there is
little collaboration
or sharing between
agencies.

If you proceed
with large ICT
software projects,
acknowledge
there is much that
you cannot know
upfront.

The alternative
is to not do large
projects.

Source: Adapted from Munck af Rosenschold et al. (2014: 645).
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Commitment to major policy and cultural change is required over an
extended time frame to address inertia. This can be overwhelming because,
as stated in the interviews, such change is likely to be just one of many
policy issues within a jurisdiction at any given time. Therefore, it is a matter
of leaders not just recognising and prioritising the need for change, but also
prioritising this ahead of or along with other policy agendas and over an
extended period. Given the lack of change historically and a stable political
environment to support it, it is not unreasonable to expect that these issues
will not be addressed in a timely manner, if at all.

Therefore, the major policy implication to be drawn is that what is required
is not more governance, but less complexity. This is not an argument against
governance; rather, the focus should be on increasing the effectiveness of
governance to improve outcomes, not adding further project controls. This
was a finding of a Gartner report (Moore 2015) that posited that, despite
50 years of failures and lessons learnt, the same things keep happening, and
the common organisational response is more governance control, which
has never worked. Moore argues that the crux of the problem is a ‘refusal
to address complexity’ and the solution is less bureaucracy in governance
and a renewed emphasis on ensuring a project can achieve its outcomes.
In summary, if there is a problem in the capacity of governance (inertia),
the nature of the problem must be changed (reduce complexity).

Several key policy implications to address complexity have been identified.
First, it is lunacy to expect the public sector to have the capability and
capacity across the range of roles and disciplines required to undertake
these extraordinarily complex large ICT software projects. However, the
public sector does have capability for smaller, less complex projects, which
it has proven it can successfully deliver. Drucker (2008: 26) supports this
perspective by arguing: ‘No institution can possibly survive if it needs
geniuses or supermen to manage it. It must be organized in such a way as to
be able to get along under a leadership composed of average human beings.’

The argument from the elite interviewees is that policy should be
concentrated on the development of project management roles and
disciplines across organisations to support smaller projects. There is rarely
a need for ‘superheroes’, but when they are required for a large project, you
bring in from outside those with the experience and currency of skills. Single
long-term projects should not be approved; solutions should be delivered
progressively via a series of smaller component-based projects. Continuation
of a project is dependent on the successful delivery of each component
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and evidence of benefit delivery to support the next component. There is
evidence across jurisdictions of increasing delivery through component-
based methods such as agile, as well as some resistance, but the argument
here is that this approach should be not just applied to smaller projects, but
also used to break down the complexity of large projects.

The second policy implication—linked to the first—is the issue of how
large ICT software projects are forecast and funded. An alternative to full
upfront forecasts and funding is progressive funding based on learnings
and outcomes from each stage. This is different to some current policy,
such as in Victoria, where a project must submit an upfront forecast, on
which approval is based, but the funding is allocated in stages based on
previous outcomes. This is the equivalent of saying: “Though I have clear
scope and defensible benefits for the project, I do not know how much it
will cost; I need so much to begin and, as I progress, the total cost and time
will become clearer. I expect to be supported only if I have succeeded and
the project is deemed worthy of continuation.” Forecasting in full is driven
by political need; however, if the ethical requirement is to forecast with
accuracy, change is required (Wachs 1990). This represents a major cultural
change in project governance.

Third, regardless of any move to component-based delivery, the sponsor
role remains critical. It was unanimous among interviewees that the public
sector does not have this capability and leadership has failed to address this
gap, principally because of the effort and cost required to establish a detailed
program for sponsors within a jurisdiction. For example, in Tasmania, it
was stated that such a move could not be justified. This is arguably the
situation across the Australian and New Zealand public sectors. The
economies of scale are not there within individual jurisdictions to establish
something akin to the Major Projects Leadership Academy (MPLA), which
is sponsored by the United Kingdom’s Infrastructure and Projects Authority
and delivered in partnership with the Siid Business School at the University
of Oxford. While the MPLA is not targeted specifically at ICT projects, it
focuses on the leadership skills needed to ‘transform the implementation
of government policy through world-class delivery of major projects’ with
a focus on ‘securing transformational outcomes’. The course is intensive and
extensive, recognises the criticality of effective leadership in large projects,
and is a prerequisite for undertaking specific roles in a large project. It has
been argued that:
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The launch of the MPLA makes the UK Government the first in
the world to introduce mandatory leadership development across its
entire major project portfolio, supporting and equipping its project
leaders at the most senior levels in Government with the right skills
and capabilities to deliver major projects effectively. (Deloitte 2016)

There is potential for a similar school to be established for Australian and
New Zealand public sector use. The Victorian Government, to its credit,
in 2019 established the Victorian Major Projects Leadership Academy in
cooperation with the Sdid Business School and based on the UK model,
providing a 12-month tertiary-level course. It has since been rebranded as
the Australian Major Projects Leadership Academy (AMPLA)' and is open
to participants from across Australia. However—and arguably confirming
the perception that ICT project skills are treated as playing ‘second fiddle’
to other infrastructure project skills—Person BN (Senior assurance officer,
Pers. comm., 18 September 2018) confirmed that the course is not open
to ICT project staff. Therefore, a policy gap remains in how to address
the capability of senior leadership roles in large ICT projects. This is an
opportunity for other jurisdictions to work with the AMPLA stakeholders
to expand this course to include ICT project leaders. There is also potential
for an institution such as the Australia and New Zealand School of
Government (ANZSOG) to take leadership on this issue, like that for the
Executive Master of Public Administration initiative in partnership with
jurisdictions and universities across Australia and New Zealand. A key
part of such a policy would be a requirement that senior executives have
this training as part of their organisational skillset and as a prerequisite for
appointment to a project leadership role.

Last, almost as an acknowledgement that major policy change may take
time, meet with organisational resistance, or not happen, it is possible to
achieve a ‘quick win’ via the implementation of a checkpoint at project
initiation. While institutional frameworks may mention the need for
capability to undertake a project, there is little evidence of assessments being
made at initiation or of this being part of the approval to proceed, with
Novopay a classic example of an extremely difficult and complex project
approved without the required capability, and therefore set up to fail from
the outset. The logical time to assess a large project and the ability of the

1 See: www.opv.vic.gov.au/System-wide-improvements/Australian-Major-Projects-Leadership-Academy.
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agency to deliver as planned is the project initiation stage. The notion is
simple: if you do not have the capability to deliver as planned, rethink the
approach before commencing,.

While elite interviewees acknowledged the need for a gateway review at
the project initiation or business case preparation stage, they believe this
is done mainly to provide assurance of the information in the proposal.
There is a reliance on the agency to provide this information—with its
inherent enthusiasm, optimism, and self-interest—rather than being a truly
independent assessment of the ability to deliver. This is supported by the
fact that, since the implementation of gateway reviews, poor outcomes have
continued, largely due to the inability of agencies to deliver as planned.

It has been highlighted throughout this book that projects operate
in a political environment and, regardless of policy, invalid decisions can
be made.

Practical implications

The practical steps outlined below align with the identified policy
implications, resulting in a five-step process for project approval and
funding. The intent is to stop poorly conceived large ICT projects at the
initiation stage, and it is a process to match the approach with capability.
It is also a practical solution to the policy implications set out earlier in
this chapter—namely, that because governance change through policy
change is in a state of inertia, the problem must be changed by reducing the
complexity of projects at initiation.

1. Assessments of the organisational capability to undertake the project
must be made at the initiation stage. If the capability does not fit the
plan, the project is not approved. There should be no avoidance or
transfer of accountability for jurisdictional approval of a project that an
agency is incapable of delivering.

2. No project is approved to begin unless it is broken into component-based

projects or, at worst, a mixture of traditional waterfall and component-
based sections, together with a capability and capacity plan to deliver.

3. Product delivery must be iterative and progressive—not a big-bang
approach. Learning must be applied from each stage to the next.

4. The sponsor must be experienced, skilled, and assigned with an
appropriate resource and support model.
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5. A full upfront forecast should not be required for the project, nor
should the project be funded based on an upfront forecast. While a
goal for project scope and deliverables is required—as all parties need
to know what the objectives and benefits will be—there should be
acknowledgement that final costs will only be known and become
relevant as the project progresses. There should be a process of providing
seed money, delivering, replanning, and providing more money based
on results. The total cost is not yet known, it will evolve—a paradigm
shift in the way these projects are financed.

During the review of the final draft of this book, I came across a timely
article in 77news (Hendry 2021) that is pertinent to the above practical
implications (Box 8.1).

Box 8.1 Change afoot in New South Wales

The heading of an article in i 77ews was NSW Govt IT Cost Overruns Fall by
90 Percent in Four Years’ (Hendry 2021). The article claimed that an initiative
by a NSW Government agency to introduce a new assurance framework for
large ICT projects had successfully reduced the risk, failure rate, and cost
overruns of these projects. Under the auspices of the Digital Restart Fund, any
project forecast to cost more than A$5 million must undergo extensive review
before it can proceed. The initiative was also successful in reducing the average
cost and size of these projects.

Via the Digital Restart Fund (Digita. NSW 2022c), the NSW Government
allocated A$1.6 billion over three years to invest in ICT projects, administered
by the Department of Customer Service. Projects that are eligible for funding
include customer journeys and life events, state digital assets, legacy systems,
and capability-building. The fund develops a ‘pipeline’, or portfolio, of eligible
projects from across the jurisdiction and investment is prioritised against
specific criteria. Successful projects are allocated a budget from the fund but
must comply with monitoring guidelines.

The fund provides up to A$5 million as ‘seed money’, which the project can
use in discovery, alpha, or beta phases or to build prototypes. Projects of more
than A$5 million must prepare a more detailed business case and assessment;
however, a key part of this is a plan to break the project into iterative
component-based deliverables. For these projects, while a full upfront forecast
is required, funding is provided in tranches. Continued funding is dependent
on the outcomes of each stage (this has similarities with the Victorian model)
and as a guide funding is set at A$20 million per tranche.
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Key to the provision of funding, and approval for the project to begin, is the
project passing an initial assessment that includes factors such as strategic
alignment and desirability. Also included is an upfront assessment ‘to ensure
the project can be delivered with reasonable effort given existing capabilities—
that is, if you cannot deliver as planned with existing internal or purchased
capabilities then the project will not be funded.

I contacted Mark Howard, Executive Director of ICT/Digital Investment and
Assurance at the Department of Customer Services, to discuss this initiative.
He confirmed that the aim is to reduce the risk in large projects by reducing
their complexity, which means component-based delivery methods, reduced
time frames, progressive and restricted funding based on demonstrable
outcomes, and reduced capability demands. Howard said the seed funding is
an acknowledgement that these large projects have many unknowns and allows
the project to ‘test the water’ before committing to a path or major investment.

Howard said the unit has paused approval on planned projects until complexity
and capability concerns are addressed. He also confirmed that the unit has
stopped large projects that, although initially funded, had failed to deliver as
planned. A major factor is the time frame, with Howard saying it is highly
unlikely that any project beyond a two-year time frame will be approved,
unless there is progressive delivery of benefits/outcomes. The framework that
governs this fund was developed after consultation with jurisdictional project
stakeholders and was collaboratively developed, not imposed from above.

The intent of this framework is closely aligned with the practical implications
identified from the findings in this book—that is, it is better to stop a project
at initiation and look for a less complex path if the capability is not there to
deliver as planned. There is arguably much to learn from this initiative. It is,
however, interesting to note that for large projects of more than A$5 million,
a full upfront forecast is still required. It seems that change is one step too far.

Conclusion

It is important to reiterate that there were no major divergences between
the perspectives of the Australian and New Zealand elite interviewees. This
consistency provides added relevance and emphasis to the findings for all
Australian and New Zealand public sector agencies.

In answer to research question one, the overwhelming perspective of the
elite interviewees was that the governance of large ICT software projects
within the Australian and New Zealand public sectors has not been effective
in achieving the desired outcomes.
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In answer to research question two, governance has not been adapting as
required; it is static, with historically embedded practices. Governance is
being imposed from the top down rather than evolving through collaboration
with actors with the necessary knowledge, experience, and ideas. Governance
is focused on control, adding to the complexity of projects for which less
complexity and more flexibility are required.

The key theoretical conclusion is that major and timely reform of the
governance for large government ICT software projects across the Australian
and New Zealand public sectors is unachievable because of inertia and
the lack of leadership commitment to and prioritisation of adaptation.
A practical solution to avert future large-scale disasters is avoiding large
complex projects that require superhuman efforts and capabilities. Instead,
large projects should be broken into components that align with capabilities.

This effectively is an acknowledgement that, if there is difficultly in
changing the capacity to govern, the nature of what is to be governed must

be changed.

Potential for further research

While this book aims to address an identified gap in the literature and
answer two research questions, many other issues were identified in the
process of this research and have been documented. It is not feasible or
appropriate to expand on all of these in this book, however, many present
possibilities for further research, several of which are listed below.

First, the possibility of political issues overriding institutional governance
guidelines was highlighted. The ‘Robodebt™ project was an Australian
Government policy initiative to be managed via an ICT solution. It became
a disaster of monumental proportions that resulted in a class action against
the government that was eventually settled at a cost of A$1.2 billion
(Whiteford 2020). Robodebt remains a highly political national issue.
Following a qualitative interpretative approach as employed in this
book, it would be valuable and interesting to gain the perspectives of the
public servants and other stakeholders involved in the development and

2 This is a ‘label commonly applied to the initiative starting in 2016 designed to increase recoveries
by government of “overpayments” made to social security recipients, retrospectively dating back to 2010’

(Whiteford 2020).
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implementation of Robodebt. This would provide an understanding of the
impact of politics on effective governance of the projectand on accountability
for outcomes. This would be timely given the commencement of the Royal
Commission into the Robodebt Scheme.

Second, while there remains an ‘official’ assessment of project outcomes
against original forecasts of time, cost, and scope, it appears this is flexible in
its application. This was highlighted by the EPDP project, which has been
classified as a success despite being over time and budget. The EPDP has
been highly effective in delivering quality outcomes and continues to gain
strong government support, while other projects highlighted in this book
are considered failures for running over time and budget. Who makes these
calls and to whom is it important? What is a successful project and what
is a failed project in the Australian and New Zealand public sectors? Is it
even possible to provide a consistent assessment? There is much literature
on this issue, but a concentration on large ICT software projects in the
Australian and New Zealand public sectors would provide a new perspective
and potentially inform public policy.

Third is the failure to treat ICT solutions as assets. Why is this? What are
the barriers? What change is required? Are there international comparisons
of where this occurs?

Fourth is the political influence on decision-making and the resulting
accountability. The Novopay case highlighted a perception of political
interference in the go-live decision, with actors influenced by a ‘need’ to
get the solution in and ‘fix’ it later—a disastrous decision. This raises issues
such as the capability of the minister, who is unlikely to have experience in
such projects, so on what basis are decisions made? Do ministers understand
the implications? What can public servants do? This was something former
APS departmental secretary Paul Barratt described as ministers exhibiting
the ‘Dunning—Kruger’ effect: they have little experience in an area and
overestimate their knowledge and ability based on their position.

Fifth is the matter of institutional amnesia—not just a failure to learn, but
also forgetting the lessons learnt, and the resulting ineffective governance
adaptation. The theoretical implications section identified factors behind
this amnesia, such as organisational churn, the fading of risk and memory
between projects, and the embeddedness of institutional frameworks. Stark
and Head (2019: 1528-29) argue that the idea of solving all the issues of
institutional amnesia is ‘utopian and partly misplaced’. Instead, they argue
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that a more reasonable approach is to tackle ‘specific deficiencies rather than
seek general cures’. For large government ICT software projects, what are
these specific deficiencies and how can they be addressed?

Finally, although they were not originally intended as such, the chapters
on the role of sponsors, project management, and forecasting can be read
as standalone stories, providing rich detail on each of these areas. There are
options within each for further research, such as into accountability, which
is seen to be variable and situational.
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