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Root Cause of Cost Overruns

We approve what we can define, count, 
and observe



But we Build what Society (“us all”) Permits



Unsustainable Status Quo

Today, ~20% of project costs go into indirect costs…and 
cost (forecast) continues to grow and grow and grow

Iron triangle – a 1950s 
paradigm



Purpose of megaprojects increasingly 
defined by today’s deepest challenges:

Society demands Socially Valuable Outcomes



Value co-production: A new paradigm



Can we link cost growth to value co-
production and distribution? 



Rethinking megaproject budgeting

Project Budget  =  Cost Forecast            +       Value Distribution Allowance

Economic Returns 
(User willingness to pay)

Non-user Stakeholder Benefits

Heuristics to predict who gets what
(unquantifiable uncertainty)

Statistical simulation of known risks
(quantifiable risk, eg Monte Carlo)

WHO PAYS?!



First Principles

Megaprojects cannot progress unless 
essential stakeholders are encouraged to 
cooperate

Stakeholders will not cooperate unless 
the purpose of a megaproject widens 
beyond maximizing economic returns 
towards producing a socially valuable 
outcome



A World in Change

We need more data to make 
breakthroughs in our understanding of 
megaproject behaviour and performance

Fundamental canonical questions:
Who gets what?
Who pays what?
Who is “in” and who is “out”?


	Diapositivo 1: The Megaproject Paradigm: Does Cost Growth reflect “Good” Management?    
	Diapositivo 2:  Root Cause of Cost Overruns  We approve what we can define, count, and observe
	Diapositivo 3: But we Build what Society (“us all”) Permits
	Diapositivo 4: Unsustainable Status Quo
	Diapositivo 5
	Diapositivo 6: Value co-production: A new paradigm
	Diapositivo 7: Can we link cost growth to value co-production and distribution?   
	Diapositivo 8: Rethinking megaproject budgeting
	Diapositivo 9
	Diapositivo 10

