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What makes a strong business case?

A strong business case provides clear robust evidence that your initiative:

1. Addresses a well-defined and real problem

2. Is good public policy and has a clear role for government intervention

3. Is closely aligned with government (or departmental) priorities

4. Is the most cost effective way of addressing a problem 
(alternative strategic interventions and options are considered. Relative cost/benefits of alternative options are assessed)

5. The solution can be implemented and will deliver benefits 
(which are on time and on budget and benefits of project options are articulated and measurable)



Opportunity to influence the outcome of an investment

Gate 6: 

Benefits analysis

Gate 1: 

Concept and feasibility

Gate 2: 

Business case

Gate 3: 

Readiness for market

Gate 4: 

Tender decision

Gate 5: 

Readiness for service
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What will we discuss today?

Introduction

• The budget 
process

• Context for 
this budget 
cycle

• What makes 
a strong 
business 
case?

Defining the 
problem and 
benefits

• Understanding 
cause and 
effect

• What are the 
benefits from 
solving a 
problem?

Developing a 
solution

• Responses 
and Project 
options

• Costing

Delivering the 
solution and 
project assurance

• Governance

• Procurement

• Uncertainty

• Stakeholders
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Introduction
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The budget process

Central agency consideration of priorities and           
funding capacity

DTF/DPC prepare advice for ERC 
meetings and deliberations

ERC decisions on budget 
funded initiatives, including 

formal minutes, finalised

Budget paper 
preparation

Budget papers 
tabled

Feb

First 

Tues 

in 

May

Introduction
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• While departments and Ministers have an 
understanding of their individual priorities, it is the 
responsibility of central agencies to consider these in 
the context of other Government priorities.

• These priorities include budget capacity.

• DTF provides advice to the Treasurer ahead of ERC 
meetings and advise on any queries falling out of 
meetings as part of report backs. 

DTF’s role in preparing advice to inform decision 
making

DTF’s role

Introduction
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10

• Once decisions are made and minutes agreed, we transition 
to budget production. 

• This includes the delivery of five separate budget papers, 
supplementary Budget Information Papers, and media 
releases.

What happens after decisions are made?

After decisions…

Introduction
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How can you influence the process?

Advocacy 
across 

government

Engage central 
departments 

early

Engage your 
office

Introduction
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Competitive budget process

0

50

100

150

200

250

300

350

400

450

2015-16 2016-17 2017-18 2018-19

Output bids Asset bids

• An increasing number of budget proposals is considered

• Success rate in dollar terms - about $1 funded for every $5 requested

Introduction
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Context for this budget cycle

Introduction

Government Infrastructure Investment (average)
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There’s more to come… 

Substantial investment is 

still to come, including:

• Melbourne Airport Rail

• Suburban Rail Loop

• Western Rail Plan

!

Introduction
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This is a post election budget

Public commitments Legislative requirements Revenue impact

Urgent and unavoidable Population growth

Introduction
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Why a business case? 

The business case is important to decision makers 
for several reasons: 

It provides key information needed to assess proposals 
competing for funding

Allows efficient and effective resource allocation decisions

If approved it will be implemented as planned

Provides confidence it is the right thing to be investing in

It provides those responsible for investment delivery with a 
clear description of what needs to be delivered 

Introduction
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What makes a strong business case?

1. Addresses a well defined, real and current
problem

2. Is good public policy

3. Is closely aligned with government 
priorities

4. Is the most cost effective way of addressing 
a problem

5. The solution can be implemented and will 
deliver benefits

A strong business case provides clear, robust 
evidence that an initiative:

Introduction
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Defining the 
problem and 
benefits
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5 Key elements of the business case

Solution 
deliverability

Project 
solution

Response 
options

BenefitsProblem

Defining the problem 
and benefits

19
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Define the problem first … not the solution

Defining the problem 
and benefits

What issue(s) are we trying to solve or 
address?

What is the:

• cause of the problem?

• effect of the problem on the organisation and/or community?

• case for intervention to address the problem?

What evidence might be used to support this?

20
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Understanding the problem

• What is broken or not working?

• What is the evidence of adverse 
outcomes needing to be addressed?

• What will happen if we ‘do nothing’ ?

• Why do we need to respond now?

• What is the driver or cause?

• What evidence demonstrates the 
relationship between the cause and the 
effect?

Questions to 
consider 
include:

Defining the problem 
and benefits

21
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Increased attendance at 
emergency departments is 
delaying the treatment of 

patients with critical health 
care needs, adversely 
affecting patient health 

outcomes and efficiency of 
the health care system.

Population growth or 
change in community 

behaviour

%  population growth pa
GP prices  

 no. non-emergency 
cases in Emergency 

Departments
%  primary health care 

services

Social or 
Financial/Economic or 

other local impacts

Emergency Departments  
not meeting targets

%  in waiting times
%  in no. & frequency of 

hospitals on ‘by pass’
 in length of time for 

ambulance patient 
transfers

 in avoidable 
admissions

Example of a problem

Cause

Evidence

Problem/Need

Defining the problem 
and benefits

Effect
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Uncertainty within the problem

Defining the problem 
and benefits

Uncertainties can 
significantly impact 

investment 
success.

Projects can be 
influenced by a 

range of external 
factors that can 
influence market 

conditions. 

Business cases 
make a number of 
assumptions about 
future conditions 

but the future 
does not always 
turn out as we 

expect!
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Uncertainty within the problem

Planning
Project 

delivery
Service deliveryBC

Value for 

Money 

Proposition

Go

Break 

even

The world changes around the project – influencing market conditions

No-go

Demographics

Economic conditions

Government policy and 
legal issues

Environmental 
conditions

Technology

Sector specific factors

BC

TimeDefining the problem 
and benefits
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Considering uncertainty

Defining the problem 
and benefits

Increased 
demand

Decreased 
demand

No longer an 
issue

Change in 
circumstances

25
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Case study: Incheon Airport high speed rail 26

• Budget: $226 million (USD)

• Investment case: The 300km/h 

line was opened for political as 

much as commercial reasons - the 

South Korean government wanted 

a major infrastructure project to 

improve access to PyeongChang, 

the city that hosted the 23rd Winter 

Olympics in February 2018.

• Demand: During the Olympics, the 

service carried almost 21,000 

people a day to PyeongChang. 

Only about 3,500 passengers used 

it daily when they were over –

which left 77% of seats unoccupied.

Investment risk v 

delivery risk
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5 Key elements of the business case

Solution 
deliverability

Project 
solution

Response 
options

BenefitsProblem

Defining the problem 
and benefits
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Understanding benefits

Investment benefits

Conceptual

Project benefits/objectives

Specific

Benefit received from solving the 

problem

Specific forecast benefits from 

implementing a particular project 

option or the proposed solution

Set at a strategic level, high level, 

conceptual, outcome focused

Set at project level, measurable,

may be outcome or output 

focused

Same for all project options Will differ for each project option

Defining the problem 
and benefits

What Benefits will be derived from ‘investing in’ or ‘solving’ the identified 

problem?

28



OFFICIAL

Identifying benefits

Defining the problem 
and benefits

What outcomes will be achieved from 
solving the problem?

What value will be delivered by 
addressing the problem?

How will we know whether value has 
been delivered?

Who will receive what benefits:  
community, government, organisation?

What KPIs will demonstrate value?

How can we track KPIs and benefits 
over time?

Q
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Investment 

benefits should be 

high level and 

strategic
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Specifying investment benefits

PROBLEM

INVESTMENT BENEFITS
EIDENCE

SMART KPI’S

Defining the problem 
and benefits

Problem

• Increased 
attendance at 
emergency 
departments is 
delaying the 
treatment of 
patients with 
critical health 
care needs which 
is adversely 
affecting patient 
health 
outcomes and 
the efficiency of 
the health care 
system.

Investment 
benefit

• Benefits from 
addressing the 
problem should 
align with 
Government 
and/or 
Organisational 
objectives

• Improved  
performance of  
health care 
services

• Improved 
community 
health outcomes 

• Improved patient 
satisfaction

Evidence

• Over a specified 
period:

• in ED 
performance 
against targets

• in length of 
time for 
ambulance 
patient transfers

• %  in 
avoidable 
admissions

• %  length of 
hospital stays

• patient 
satisfaction 
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Aligning the problem, benefit, KPI and measure

Defining the problem 
and benefits

High levels of 

toxicity in the 

waterways 

threaten 

the presence of 

rare flora and 

fauna in the park

Problem

Cause & 

Effect

Protection of 

local biodiversity

KPI: reduction in 

target 

populations 

under stress

Benefit

Invest-

ment 

KPI

% of rare flora 

species reporting 

high concentrations 

of pesticides

17% of flora species 

reporting high 

nitrogen & 

phosphorous levels

Fewer than 3% of 

flora species 

reporting high 

nitrogen & 

phosphorous levels

Measure

Baseline

Target
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Case Study - Perth Arena

Defining the problem 
and benefits

32

Perth Arena – Situation 
in 2005 

– Entertainment Centre 
closed in 2002 leading to 
lack of large indoor venues

– Nearby land available to 
construct new centre

– Linked to City Link project

– North-west of Perth CBD 
inactive

– Other venues considered 
unsatisfactory

– Minimal international acts 
attracted to Perth

– Tourism is down

– Hopman Cup and Perth 
Wildcats require a venue 
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Case Study - Perth Arena

Defining the problem 
and benefits

33

Exercise - What is the problem we are trying to 
solve?

– Draft a problem statement, focusing on cause and effect – x 
leads to y

– Tourism, culture, sporting, place activation? Is this an 
aspirational or iconic project? Economic or social goals?

– Is there a market failure? 

– What type of evidence could support the cause and effect?

– Which stakeholders may need to be consulted to test the 
problem statement and link between cause and effect?
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Case Study - Perth Arena

Defining the problem 
and benefits

34

Exercise – What are the proposed benefits and 
how will we know the investment is a success?

– What outcomes will be achieved from solving the problem? 

– What value will be delivered by addressing the problem?

– Are benefits consistent with broader government strategies?

– How will we know whether value has been delivered? 
Consider appropriate KPI’s to help assess this.

– Who will receive the benefits:  community, government, a 
particular organisation?
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Case Study - Perth Arena

Defining the problem 
and benefits

35

Potential considerations
– Interstate and 

international visitors

– Job creation

– Revenue generation

– Patronage

– Number of events

– International/national 
attention

– Keeping major events

– Attracting investment 
and development
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Developing a 
solution

37
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5 Key elements of the business case

Solution 
deliverability

Project 
solution

Response 
options

BenefitsProblem

Response options

38
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What is a Strategic Intervention

Strategic interventions are the levers or specific actions that can be used to 

respond to the problem, they define the nature of the approach to the problem

Response options

Problem

• Congestion 
on trains

Managing 
demand

• Introduce 
off-peak 
concession

Improving 
productivity

• Remove 
seats to 
allow more 
standing 
room

Changing 
supply

• Increase 
number of 
trains

39
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Identify strategic interventions

Lever Example

Reduce 

demand

Divert people from emergency department 

• Improve access to GP services including after hours

• Promote uptake of other health services (e.g. Doctor On Call)

• Introduce online/phone support to people

Increase/

change

supply

Increase capacity in emergency departments

• Expand emergency departments (staff and facilities)

• Engage more medical students in emergency departments

• Create new “monitor space” to move people out of emergency 

department but without hospital admission

Increase 

productivity

Better utilise existing resources

• Use nurse practitioners to manage more straightforward cases

• Use information technologies to support patient access to other 

health services.

Response options

Increased attendance at emergency departments delaying treatment

40
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Identify the preferred response

Problem Benefit Response

Response Option 1:

Improve access to 
non-ED medical 

services

Response Option 2:

Fund additional 
Emergency 

Departments

Response Option 3:

Redesign Emergency 
Departments for more 

throughput

Recommended 
Solution

Deliverability

Response options

41
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Identifying the preferred response

BENEFIT / KPI

RO1: Improve 

access to non-ED 

medical services

RO2: Fund 

additional 

Emergency 

Departments

RO3: Redesign 

EDs for more 

throughput

 performance of  health care services:

• Emergency Department meets targets

• Less ambulances on bypass

High High High

 community health outcomes :

• Reduced unnecessary admissions

• Reduced length of hospital stays

High Low Medium

 patient satisfaction:

• Reduced waiting times

High High Medium

Response options

Problem Benefit Response
Recommended 

Solution
Deliverability

42
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Case Study – Perth Arena

Defining the problem 
and benefits

43

Response Options
– Viable response options 

depend on specific 
goals

– Demand, supply and 
productivity options

– Must address the 
identified KPI’s

– Could include a 
package of smaller 
options

– Non infrastructure 
solutions

– New venues or 
upgrades?

– Do nothing or delay?
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Case Study – Perth Arena

Defining the problem 
and benefits

44

Potential Considerations
- What are the most effective 

ways to attract international 
and interstate visitors?

- To maximise place activation, 
buildings need use throughout 
the day.

- How can we support Major 
events like the Hopman Cup to 
stay in Perth.

- Does the WA Arts and culture 
scene require a large scale 
venue, or is the problem in 
other areas?

- What are the current tourism, 
sport, cultural strategies for the 
State. Is the solution consistent 
with these?

- High or low spec?

- Consideration of life cycle costs 
and benefits and operational 
viability.
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• Maximum capacity of 15,000 for sports

• State of the art facilities for different events

• Considered an architectural and design success

• Patronage of 1 million people annually (one of the 

most utilised venues of this size internationally)

• Home venue for the Perth Wildcats 

• International acts use the stadium

• Positive feedback acts and public

• Does it deliver required benefits?

Case Study – Perth Arena

Defining the problem 
and benefits

45

Other Outcomes

• Could be marginal financially

• Arguments regarding effects on place activation as not in 

use regularly

• Held the Hopman Cup until 2018 when it was cancelled to 

be replaced by a new tournament across three Australian 

cities 

• Have international and international visitor numbers 

increased?

• Announced at $160m delivered at $548.7m

• Announced in 2005 – delivered in late 2012
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5 Key elements of the business case

Solution 
deliverability

Project 
solution

Response 
options

BenefitsProblem

Project solution

47
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Project options for the preferred response

Project solution

• 24 hour GP clinics in accessible centres

• 24 hour GP clinics  near ED on hospital sites 

Improve access to GP services including 
after hours

• Increase number of Doctors on call

• Increase opening hours in existing GP clinics

Promote the uptake of other health 
services (e.g. Doctor On Call)

• Doctor on line

• Nurse on phone

Introduce online/phone support to people

• Telemed interfaces for GPs

Use information technologies to support 
patient access to other health services.

Improve 

access to non-

ED medical 

services

48
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Moving from response to project solution

Project solution

To what extent solutions 
deliver investment benefits 

and KPIs?

Which solution offers the 
best value for money?

What costs, risks, 
timeframes and disbenefits 

are associated with the 
defined solution?

Is the preferred project 
solution deliverable ?

Questions to 

consider…

49
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Using benefits to evaluate project solutions

Project solution

• A numerical 
calculation of benefits, 
a cost benefit analysis

• A financial calculation 
of benefits

Quantitative 
approaches

• Social impacts

• Environmental 
impacts

• Economic impacts

Qualitative 
approaches

When assessing the benefits of individual solutions there are different 
approaches that can be taken including: 

50
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Cost Benefit Analysis

• Benefits are quantified, ideally monetised, as 
appropriate, decreasing over time

• Lifecycle costs are incorporated into the analysis

• Risk is considered on a whole-of-life, whole-of-
capability basis

• Assumptions are clearly documented and cited, 
and

• The Net Present Cost of the Investment and Net 
Present Value of the Benefits are clearly 
articulated.

Characteristics 
of a good Cost 
Benefit Analysis

Project solution
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Cost Benefit Analysis

Project solution

Strengths and Weaknesses

• Allows the analyst to quantify 
the economic cost of 
achieving the anticipated 
benefits

• Allows the analyst to 
determine and compare the 
different investment options

• Not all benefits can be 
quantified or monetised

• Causal linkages between the 
investment and the benefits 
are often over estimated

Common Cost Benefit Analysis 
Tools

• Benefits to Cost Ratio

• Price to Performance

• Net Rates of Return

• Marginal Cost and Marginal 
Benefits
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Government typically makes 

‘go / no go’ decisions to 

achieve a set of desired 

benefits and defined project 

scope within a pre-

determined budget and 

timeframe. 

Traditional investment decision-making processes can

present limitations for some projects 

A fixed investment approach 

may limit our ability to adapt 

if conditions change or new 

information becomes 

available:

Project solution

This type of decision-making assumes:

• the investment is now or never; 

• the world is static, and market conditions do 

not change; 

• the objective is to deliver the approved scope 

(even as the world changes around it); and

• any change of strategy is “bad” and is 

perceived as “failure”.

Government may be locked into an unproductive 

pathway when:

• a proposed solution may no longer be 

preferred – or even feasible;

• changing the investment course may 

significantly impact on project parameters;

• a different investment strategy may offer 

greater value and success;

• we may regret our investment decision.
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Incorporating flexibility into our investment strategy can 

add value and help us respond to the changing environment

A real option provides the 

capability to do something 

differently, coupled with the 

choice to act or not. 

It provides the flexibility to 

only exercise the option when 

it seems sensible to the 

investor to do so.  

Project solution
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Recommended solution

• Evidenced problem and benefits

• Details of the recommended solution and 
analysis to justify its selection

• Commercial and Financial details 

Progress 
to date

• Governance and stakeholder management

• Project management

• Implementation - procurement and delivery

• Realise outcomes or benefit

Still to address

• New standalone 24 hr clinics

• Promotion of alternatives such as Doctor on 
Call

• Utilise new technologies to reduce demand

Recommended 
solution

Project solution
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Presenting solutions

The business case should clearly describe:

• the investment – what, where, how many, who will deliver the service, 

• the expected impact - who will receive the service / benefits

Consider 

presenting 

priorities

Project solution

Are there alternatives (real options) 
where:
• some elements can be scaled
• rolling out over a longer timeframe, 
• Piloting,

Be clear about 

which elements 

are priorities

56
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Delivering the 
solution

58
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5 Key elements of the business case

Solution 
deliverability

Project 
solution

Response
options

BenefitsProblem

Delivering the solution
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• Does my business case show that my solution can be 
delivered on time?

• Does my business case show that  my solution can be 
delivered within budget?

• Does my business case contain sufficient detail on key elements 
such as:

- Governance

- Procurement

- Risk management

- Stakeholder engagement

- Due diligence: Front end engineering and design

Questions to consider: 

Proving Deliverability 60

Delivering the solution
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Proving the solution can be delivered on time: 

Timelines and milestones

Include an outline of the project schedule and milestones 

(the more detailed the better)

✔ Procurement steps

✔ Key decision points for project progression or termination

✔ Dependency risks, competing priorities, statutory approvals

✔ Required skills and capabilities and availability of expertise

✔ Key communication strategy/stakeholder management plan milestones

Delivering the solution
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Proving the solution can be delivered within budget: cost build 

up (infrastructure projects)

Risk

Base Cost 

estimate

Contingency
An allowance above the most likely value for all 

costed project risks

The most likely value for all costed project risks 

in delivering the project scope

Developed using the project scope statement. A 

current market estimate of the expected financial 

cost of completing the project before the 

application of escalation, risk or contingency 

estimates
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Delivering the solution
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How to determine the Base Cost estimate

• Use cost outcome of similar projects adjusting for 
obvious differences

Bench marking

• Build up the costs based on all required inputs and 
market prices

Bill of Materials

• Engage a quantity surveyor to estimate costsQuantity Surveyor 

Costs like other business case attributes should be 
evidence based

Delivering the solution
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Risk register – Financial Model Input Data

Risk Name 

– calculate risk after applying treatment strategy 

Likely 

impact

Likelihood $m risk

Procurement strategy may cause bidders to bid high $2m 40% $0.8

Design changes may be greater than anticipated $1m 60% $0.6

Equipment suppliers may be busy $2m 45% $0.9

Quality key staff may not be available $1m 40% $0.4

Bidders may be limited due to availability of other work $2m 40% $0.8

Integration management of detailed engineering may be inadequate $1m 40% $0.4

Labour rate may differ from expectations $4m 50% $2.0

Construction labour productivity may differ from expectations $2m 45% $0.9

Bulk material cost may differ from expectations $1m 40% $0.4

Construction management staff lacking in experience $2m 70% $1.4

TOTAL – of potential risks post treatment strategies $8.6M

Delivering the solution
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Governance and project steering

Project governance is vital to successful project delivery

• All projects must have a Senior Responsible Owner

• Most projects will have Project Board or Steering Committee or both with 
agreed roles 

• Choose a quality project manager – with skills and experience equal to the 
task

• Outline roles and responsibilities, decision-making capacity, any 
independent assurance

Delivering the solution
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Procurement strategy

A high-level plan for achieving the project’s procurement outcomes.

Ensures procurement options, issues and risks inform the funding 

decision.

Considers a range of procurement options to determine a preferred 

approach that:

• Is appropriate;

• Is deliverable in the current market; and

• Maximises the opportunity to achieve service delivery objectives and 

benefits. 

Considers the capacity and capability of the project team to manage 

the procurement and risks.

Delivering the solution
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Factors commonly used in procurement analyses

• risk 

• price

• time constraints

• certainty

• scope and design

• capability and capacity

• innovation

No “one size fits all” –
consider each project 

in terms of:

Delivering the solution
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• The impact may be either positive or negative on the project and 
will become apparent in the early stages of project planning.

• Are key stakeholders going to support the preferred solution?

• Does the business case have an appropriate Stakeholder 
Management Plan to engage stakeholders and manage 
stakeholder risks?

Stakeholders can have significant impact on delivering 
your preferred solution.

Stakeholders and environmental constraints 68

Delivering the solution
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Poor project planning and due diligence can impact 

procurement outcomes

Insufficient upfront due diligence activities, including project 
planning and engineering design, can lead to incomplete project 
scoping:

• Requirements specifications

• Approvals required

• Risk allocation

This can lead to poorly defined, unclear tender documentation 
which is:

• unattractive to suppliers, especially in busy market conditions when 
contractors have choice of projects and Victoria is competing 
against other jurisdictions for the best teams

• Victoria is competing against other jurisdictions for the best teams

This may result in:

- Reduced competition, price escalation and poor value for money 
outcomes for the State

- Contractors nominating less desirable teams for a project

- Difficulties in managing stakeholder expectations during 
delivery

69

Delivering the solution
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• environmental and ecological audits

• approvals strategy and documentation

• land acquisition requirements

• stakeholder management strategy

• urban design framework

• cost plan

• risk and opportunity assessment

• interface and integration plan

• commissioning framework

• governance and resource plan

• reference design

• standards and specifications

• BIM requirements

• geotechnical data, including contamination 
assessment

• hydrological and hydraulic conditions

• traffic management and logistics

• major utility locations and diversion 
strategies

• existing asset condition assessments

Front-end Engineering and Design (FEED)

Due diligence and project planning can 

create certainty around project budget and 

schedule, de-risks project delivery 

objectives and can support stakeholder 

management.

FEED should not be considered as 

additional work – it comprises work that 

always ends up being undertaken and is 

essential for major infrastructure projects

Delivering the solution
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Mitigating against optimism bias

Delivering the solution
Delivering the solution

Delivering the solution
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Deliverability Case Study: New Defence IT System 72

Initially the Air Force proposed to purchase commercial-off-the-shelf software and to adjust 

the current business processes to accommodate the software capabilities.

Market research indicated no single commercial-off-the-shelf application could perform 

all of the necessary functions, so the procurement strategy allowed for ‘bolt-on’ 

applications. 

The procurement approach included two sequenced acquisitions: 

• the commercial-off-the-shelf solution contract was awarded to Oracle in 

October 2005; and 

• a systems integrator contract was awarded to Computer Sciences 

Corporation in September 2006. 

Both contracts were awarded on the basis of a firm fixed price. 

In 2004 the US Air Force initiated the Expeditionary Combat Support System 

(ECSS) project to provide logistics and financial information management to 

meet auditing requirements. 

• Estimated cost to cost US$3 billion and take 8 years to deliver, to reach full 

deployment in 2012.

• It aimed to replace more than 240 outdated computer systems with a single 

system.

Delivering the solution
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73Deliverability Case Study: New Defence IT System 73

The Air Force’s internal capability to deliver the project was also uncertain. 

• The project was 28 times larger than any similar system development ever 

attempted by the Defence Department, and probably around 100 times larger 

than any project the Air Force had ever successfully delivered. 

The project had a high degree of technical and functional uncertainty. 

• Poorly defined ‘As-Is’ or “To-Be” architectures and design requirements.

• Many of existing systems were developed by individual business units for a 

specific purpose, in isolation of broader Air Force processes. 

• Not one person understood the data and business processes across all 240 

legacy systems.

• The Air Force assumed the end product would be adopted across all relevant 

business units, but stakeholders were not clear why, by whom and how often it 

would be used. 

The work was significantly more complex and onerous than estimated.

• New requirements were added to the scope of works during project 

implementation. 

• The Air Force also requested bespoke system modifications to help it integrate 

with business operations, rather than change business processes to 

accommodate the commercial-off-the-shelf software as originally intended. 
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74

Despite these alarming project risks, the Air Force 

planned to deliver the project in three module 

releases with no pilots. 

Each module would be deployed to all Air Force 

facilities or bases at the same time - globally. 

74Deliverability Case Study: New Defence IT System

Delivering the solution
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7575Deliverability Case Study: New Defence IT System

Delivering the solution

There were significant schedule delays and cost over-runs. 

• From 2009-2011, two major project reviews all found significant 

shortcomings in program progress and resulted in program and contract 

restructuring. 

• In 2012 the Air Force cancelled the project after a third review identified that 

it would require another five years and $US1.1 billion to deliver one quarter 

of the original project scope, with implementation delayed until 2020.

• The Air Force had invested $US1.03 billion, and more than seven 

years, to deliver a system that did not demonstrate any significant 

military capability. 
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76Interactive Activity: New Defence IT System

At your table, discuss:

• What factors do you think contributed to the 
project’s failure?

• What could the project team have done 
differently to have improved the likelihood 
of investment success?

76

Delivering the solution
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77Interactive Activity: New Defence IT System 77

Factor contributing to 

investment failure

What could have been done 

differently?

Ineffectual governance and project 

management

Establish appropriate governance structures, with 

a clear map of key milestones, expected 

outcomes at each milestone, and decisions 

required before proceeding further

Poor understanding of existing systems Undertake greater due diligence of existing 

conditions (FEED) to improve technical certainty 

before engaging the market

Poor definition of investment benefits, 

outcomes and technical scope – and 

poor choice of corresponding 

procurement strategy

Ensure project team, stakeholders and suppliers 

have a clear, common understanding of expected 

outcomes and benefits. Develop informed, 

detailed technical specifications

Poor change management Ready the organisation to adopt and adapt to the 

new system or process

Lack of stakeholder engagement and 

management

Secure stakeholder buy in through upfront 

discussions on required scope followed by 

regular communications

Poor understanding of supply market Undertake market testing. Do not proceed if an 

appropriate supplier cannot be identified

Simultaneous global deployment Conduct pilots and stage project with contract 

break points if benefit delivery not demonstrated
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78
Business cases make a number of assumptions that define an 

“expected future state” 78

Delivering the solution

– but the world does not always turn out as we expect.

Planning
Project 

delivery
Service deliveryBC

Value for 

Money 

Proposition

Go

Break 

even

No-go

Demographics

Economic conditions

Government policy and 
legal issues

Environmental 
conditions

Technology

Sector specific factors

BC

Time
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79Plan for change 79

• This type of decision-making 

assumes:

• the world is static, and market 

conditions do not change; 

• the objective is to deliver the 

approved scope (even as the 

world changes around it); and

• any change of strategy is “bad” 

and is perceived as “failure”.

Government typically 
makes ‘go / no go’

decisions 

to achieve a set of 
desired benefits 

by delivering a 
defined project scope 

within a pre-
determined budget 

and timeframe. 

Delivering the solution
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Quick refresher activity

• What criteria would you use to determine 
whether an investment is successful or not?

• At what stage in the investment lifecycle will 
you know whether your investment has been 
a success?

• How will you know if your investment has 
been a success?

80

Delivering the solution
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81Project versus investment success

• Project delivery success may be defined by budget and 
schedule parameters. 

➢However, investment success must be defined in terms of 
outcomes.

• To be successful, an investment must:
❖ Resolve (at least in part) the stated problem(s) that drove the 

investment need;

❖ Deliver the intended and documented benefit(s); and

❖ Meet a demand for service over its operational life (current and future 
need). 

➢ Don’t get so focused on solution, budget and schedule that you lose 
sight of what you set out to achieve

➢ Ensure your project delivery team clearly understands.

• You may not fully understand the extent of project success or 
failure until the asset has been operational for some time.

81

Delivering the solution
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Project 
assurance
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• It is a structured, high-level, independent review process that 
examines projects and programs at 6 key gates: 

• Gate 1 - Concept and Feasibility

• Gate 2 – Full Business Case

• Gate 3 – Readiness for Market

• Gate 4 – Tender Decision

• Gate 5 – Readiness for Service

• Gate 6 – Benefits Realisation

• Program and Project Assurance Reviews are also undertaken.

Structured, high-level review process that examines 
projects and programs at key decision points

Independent ‘health checks’ - Gateway Review Process 84

Project assurance

Gateway reviews are designed to provide independent 

advice / feedback for project Senior Responsible
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Key Benefits of Gateway & Project Assurance Reviews

Project assurance

• Short, sharp and target review

• Identify current and emerging issues that will impact project success

• Provide recommendations for action

• Project teams are exposed to industry “best practice” project 
proposal development, procurement and delivery methodologies

• Knowledge transfer from other departments, from the private sector, 
and from interstate or international jurisdictions

• Access to best available skills and experience usually at no 
additional cost to the project

• Conducted through a coaching/mentoring approach 

Focused on helping projects 
succeed

85
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The HVHR project assurance framework

The HVHR Framework seeks to:

• verify that robust project planning and procurement processes have been followed to 

support quality project planning and procurement processes and documentation; 

• provide impartial and informed advice to Government on deliverability risks.

A project will be classified as being HVHR if it is a 

budget-funded project that is:

• considered high risk using DTF’s risk 

assessment tool, the Project Profile Model 

(PPM);

• considered medium risk using the PPM and has 

a TEI of more than $100 million;

• has a TEI over $250 million; or

• identified by Government as warranting the 

rigour applied to HVHR investments.

Project assurance

86
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What is the HVHR Framework and how does it work? 

HVHR investments are 

subject to extra scrutiny 

and ongoing involvement 

by the Treasurer and DTF.

These are documented in 

the investment’s Project 

Assurance Plan.

For example, the Treasurer 

may be required to 

approve: 

• procurement 

documentation prior to 

release;

• preferred bid contracts, 

prior to signing.

Project assurance
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Project Assurance Plans 88

In developing the Project Assurance Plan, DTF considers: 

• the risk profile of the project as recorded in the Project Profile 

Model, including what stages carry material risk;

• the assurance functions that will provide the greatest value to 

manage these risks, or whether a Gateway Review and 

standard reporting provides sufficient assurance during 

delivery;

• any views of the department or relevant Minister contained 

within the business case that provide a rationale for exception 

from standard assurance functions; and 

• Government policy decisions. 

The Department of Treasury and Finance (DTF) prepares a Project 

Assurance Plan (PAP) for all HVHR investments in consultation with 

delivery agencies. 

Project assurance
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HIGH VALUE HIGH RISK PROJECT ASSURANCE FRAMEWORK
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Gate 1:

Strategic 
Assessment

Agencies complete PPM to 
determine risk profile 

DTF confirms HVHR status

Gate 2: 

Business Case

DTF briefing to Treasurer on 
deliverability assessment

DTF to develop a PAP in 
consultation with OPV and 
agency

HVHR Business Case 

deliverability assessment

Gate 3:

Readiness for 
Market

DTF to advise on 
procurement documentation 
incorporating FEED process 
where appropriate

HVHR Procurement 
documentation

assessment

Gate 4:

Contract Award

DTF to advise on tender 
outcome and contract award, 
incorporating FEED process 
where appropriate

HVHR Contract award 
assessment

Gate 5:

Readiness for 
Service

Gate 6:

Benefits   
Realisation

Additional assurance identified 
for individual projects on basis 

of risk and complexity …

Project 
Assurance 
Reviews

Gateway Review Process HVHR Project Assurance

DTF representation on project 
governance (identified in PAP)

Project Assurance Reviews 
(identified in PAP)

DTF/OPV

Department of Treasury 
and Finance (DTF)

Mandatory assurance component of PAPs

Optional assurance components of 
PAPs

Gateway Review Process 
(administered by DTF)

• Project Assurance Reviews agreed as part 
of the Project Assurance Plan to focus on 
gaps in the assurance framework 
including between Gate 4 and Gate 5.

• Project Assurance Reviews can:
- be led by IPA, OPV or another area
- have tailored terms of reference to 

focus on specific assurance 
requirements

- be done on regular intervals

Reporting of progress against 
recommendations from PARS 
and Gateway Reviews

HVHR – Treasurer’s approval

Project assurance
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Questions?


