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Topics to be Covered

• What is IPD?
• What can go wrong?
• Getting it right: the Temecula 

Valley Hospital project



Trading Ponies for Horses
Why	
  was	
  IPD	
  formed?
*	
  To	
  overcome	
  the	
  obstacle	
  to	
  innovation:	
  ‘Who	
  pays?	
  Who	
  gains?’

How	
  does	
  IPD	
  operate?	
  
*	
  All	
  team	
  members	
  are	
  equally	
  responsible	
  for	
  delivering	
  the	
  project
*	
  Shared	
  risk	
  and	
  reward

Benefits	
  of	
  IPD
*	
  Better	
  plans	
  and	
  execution	
  *	
  More	
  flexible	
  to	
  changes
*	
  Purchasing	
  by	
  partner	
  with	
  best	
  price	
  *	
  Shared	
  costs
*	
  Better	
  safety	
  from	
  single	
  superintendent	
  *	
  Trading	
  ponies	
  for	
  horses



‘Owners need to decide early in a 
project if they are buying a 

product or engaging the services 
of a team of professionals to help 

them solve a problem.’
(Construction Industry Institute Research 
Team 12-­2: Organizing for Project Success, 

1991) 



• Relations of significant duration 
• Objects of “value” are not all easily 

measurable
• Many individuals, collective poles of 

interest
• Future cooperation anticipated

• Benefits and burdens shared
• Trouble is expected
• Relations will vary as unforeseeable future 

unfolds
Ian Macneil -­ Head of Law School at Northwestern 

University until his retirement

What Underlies A Relational 
Contract?



How IPD is Supposed to 
Work

Reducing financial risk of service 
providers and linking their profit to 
project outcomes, persuades those 
companies to allow their people to 
collaborate.

Individuals are selected for their 
willingness to collaborate, led through 
training and supervision to be 
collaborative, and removed if unable or 
unwilling. 



IPD Timeline
There are three major strands in the development of 
what is now called IPD:
1. BP’s Project Andrew spawned Australia’s Project 

Alliancing
2. UK push for partnering led to the NECC and 

PPC2000
3. Owen Matthews’ IPD in 1999 in the U.S., based 

on a Design-­Construct model, led to the Lean 
Construction Institute’s 2004 International 
Symposium on Relational Contracting, which 
spawned Sutter Health’s Integrated Form of 
Agreement in 2005. Within 3-­4 years, two other 
IPD contracts were developed, by Consensus 
Docs and the American Institute of Architects.



IPD Building Blocks

• Making the right deal
• Selecting the right companies  

and individuals
• Building the team and culture
• Steering to targets



Commercial Incentives 
are not Aligned

15 possible ways to get this wrong are listed in “An 
analysis of potential misalignments in commercial 
incentives” (iglc.net). 

Here’s #6:  Excluding key players from the risk pool. 
The company responsible for fabrication and 

installation of the very complex curtain wall was 
excluded from the risk pool, struggled and failed to 
perform, yet was difficult to engage. They eventually 
went bankrupt and risk pool companies made no 
profit. 

When faced with similar challenges, other projects 
were able to attack the problem early and 
collectively develop solutions.



The Nasty 15
1. Imbalance of overheads and profits
2. Designers have too small profit at risk
3. Hard to move scope and $ across 

boundaries
4. Inadequate forecasting of cost to 

complete
5. Untimely payment of profits
6. Key players not in the risk pool
7. Lack of coordination with players not in 

risk pool
8. Target cost set on price, not worth



The Nasty 15
9. Owners not pulling their oar
10. Owners forcing team to cut profits
11. Inadequate and hidden contingencies
12. Owners exploitation of the team to get 

projects without paying any profits
13. Firms using reimbursability to carry other 

–wise idle staff
14. Withholding best personnel
15. Failure to set target costs at or below 

market
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"How to make shared risk & reward sustainable", www.iglc.net



Countermeasures
1. Don’t be greedy/Don’t be foolish.
2. Anchor target cost in allowable 

cost.
3. Keep target scope and cost aligned. 
4. Involve the right people when 

needed
5. Share governance: Owner and all 

risk pool members decide who joins 
and who leaves the project.

"How to make shared risk & reward sustainable", www.iglc.net



Countermeasures
6. Maintain shared governance 

throughout the project.
7. Move money and scope across 

organizational boundaries to 
increase value/reduce waste.

8. Require the same level of evidence 
for cost reductions as for  cost 
increases.

9. Match contingency to project 
uncertainty and complexity.

"How to make shared risk & reward sustainable", www.iglc.net



A Cautionary Tale

Following BP’s breakthrough Project 
Andrew in the early 1990s, Statoil 
delivered 2 offshore platform projects 
in the North Sea using an IPD model, 
each at a cost well below market. Then 
came Project Oscar, budgeted at 50% 
of market. It failed and no ‘IPD’ project 
has since been done in oil & gas.



Individuals must be ‘taught’ 
how to be collaborative.

• Training/Lean Boot Camps/Co-­
location

• Leadership

• Building Trust

• Measurement & Feedback



On Boarding/Lean Boot 
Camps

• Conditions of satisfaction
• Design vision
• Team structure
• Team culture
• Linguistic protocols;; e.g., 

reliable promising
Transforming Design and Construction: A Framework for 
Change, Lean Construction Institute



Leadership

• Modeling desired behavior
• Challenging non-­collaborative 

behaviors & coaching
• Everyone a leader



Building Trust

Trust is not an object, but rather 
an action—trusting.

Building trust starts with 
trusting—not blind, but with a 
real possibility of betrayal.

Trust is not given only to the 
trustworthy, but rather to 
develop new possibilities 
through new relationships.



Team Self-­Assessment 

Tillmann, et al. “A mentoring approach to implement lean construction”. IGLC 22, June 2014
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! A full service hospital:
! Emergency room, 20 

intensive care units, 5 high-
tech surgical suites, and 
cardiac catheterization lab.

! Owner: Universal Health 
Services

! Project cost: $151 million
! Square meters: 16,436
! Patient beds: 140
! Location: Temecula, 

California 
! Completed: August 2013
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Performance Outcomes
• 2 recordable injuries in 407,958 labor 

hours;; no lost time injuries
• 1 failed inspection in 1300
• $/m2 30% lower than average for 

California hospitals
• Completed 1.5 months early
• Trade partner productivity was better 

than previous benchmarks by 16-­77%
• Risk pool companies made maximum 

profit: 150% of negotiated rate.
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©Lean Construction Institute

Aligned Commercial 
Interests

Integrated 
Organization

Lean Management Methods

Make money 
able to move 
across 
organizational 
and contractual 
boundaries in 
search of the 
best project-
level 
investments.

Apply all 
relevant criteria 
simultaneously to 
the evaluation 
and selection 
from product and 
process design 
alternatives. 

Target Value Design    Value Stream Mapping    Last Planner System     Built in Quality   

Technology



Complex and uncertain projects perform better 
when designed and managed in accordance 
with alignment of interests, organizational 
integration, and management by means 
(lean) methods. (Starting from Scratch: A New Project 
Delivery Paradigm, Research Report 271-11, Construction 
Industry Institute, University of Texas at Austin)



I look forward to your 
comments & questions




