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Good evening.
Thank you for the opportunity to talk with you tonight.  First, welcome to all of our international guests.  For our foreign visitors in particular, my name is Janet Holmes à Court and I’m Chairman of Australia’s most impressive construction company … John Holland.

Well, we think the things we do are pretty impressive, but more importantly, so do most of our clients.
Let me take you back to Sept 1990 – Robert died, Heytesbury, Theatres, horses, winery, cattle – “things” debt – all capital intensive – needed cash generating business that was not cap. Intensive – construction – wrong – balance sheet intensive – what did I find? Macho, adversarial, confrontational. “Women wouldn’t do” … like war between clients and contractor.

And it’s the client focus that I’m here to talk about tonight.  While my topic is “Clients Driving Innovation”, our experience has been that both client and contractor need to play an active role in encouraging project innovation for truly successful outcomes.

I must note, however, that over the years we’ve entered into contracts with clients that range from highly cooperative arrangements, where new ideas and better ways of doing things are encouraged … through to contracts which seem to promote minimal cooperation with each party holding their cards close to the chest.
And it’s no surprise of course which of these types of contracts end in time and cost over-runs, break-down in relationships, and in the worst cases – litigation.
I am a firm believer that if the contract is sitting away on the bookcase, a project is going well, but if it’s main home is on the project director’s desk, we’ve all got problems.
Contracts are there to set the framework of a formal relationship, provide the project scope and to refer back to when one party needs more clarity or an issue resolved.

Contracts should not specify how every nuance of a project is to be run, nor should managers try to run their project with the contract always on his or her desk.  There is no greater way to kill innovation.
At John Holland, we have always found that with the right framework or concept, our projects can deliver mutually beneficial outcomes.
A very well known West Australian – deceased, Jack Mann, winemaker at Houghtons had 3C’s he lived by – Cricket, Christianity and Chablis.

I believe we must follow 3 key principles to encourage innovation in our construction projects:

Our 3C’s are:

Sound concepts …. collaboration … and communication.

By this I mean, getting the concept or framework right to allow innovation in the first place, encouraging collaboration between each party, and communication with each other, client and contractor, our staff, sub-contractors and suppliers.

CONCEPTS
It’s fine for us to talk about innovation after we’ve signed up to a new project, and look for ways to make construction more efficient.  There’s nothing wrong with that, and it should be encouraged, but opportunities may have already been missed.
If we’re not looking to make our projects innovative BEFORE we sign a new contract, the horse may have already bolted.  
Our key clients in the construction industry are Government, developers and industry.  But in the construction supply chain, main contractors like John Holland are often the ‘clients’ to suppliers and the subcontractors who carry out much of the work.

So, why do clients drive innovation?  Often because:

· There is a specific technical need;

· It might be something they do to enhance their image;

· It may be for philanthropic reasons;

· Or perhaps in consideration of sustainability and life-cycle cost.

But most often, the drivers for clients are construction cost, and project delivery time.

It’s at the tendering or contract stage where clients have their greatest level of influence over project outcomes, and it can so often be where things go wrong.  A client driven purely to save a dollar at the expense of the contractor is likely to create a tough, adversarial environment via the contract as he or she seeks to protect their interests at all costs.

Similarly, a contractor keen to win a big job can often be forced into a situation where they sign now … worry about the consequences later.   It might sound ridiculous, but it happens regularly in the industry, and no company can say they’re completely immune.  Often the pressure from governments, communities or businesses to just ‘get on with the job’ can also lead to rushed tendering and contract formalisation.
It’s at the concept stage of a project that the rules of the game are established, the teams selected and the coaches give their instructions.
But how often in the construction industry have we all seen two teams go head to head, goal for goal in a game where the winner takes all?  Client versus contractor.  How often have we wondered if the two teams are even playing the same game?  Especially if one team tries to change the rules at half-time.

But what if I told you it doesn’t have to be that way?  Imagine the score if the two teams decided to stop tackling each other and kick toward the same end?  It may seem fanciful, but at John Holland we’re starting to show that this strategy can pay dividends for both teams.
In West Australia, the John Holland Rail Division has demonstrated, together with their client WestNet Rail, that getting it right at the concept stage has encouraged a far more innovative environment than previous client / contractor relationships.
John Holland and WestNet Rail have had a strong working relationship for 8 years, so the climate of trust was right to test a more innovative approach to doing business.

The two parties entered into a unique rail maintenance contract where both WestNet Rail and John Holland agree to work together in a cooperative manner to deliver the project for the mutual benefit of each party.
That might seem like a nice motherhood statement you find in most contracts, but here’s where this one is different …

· The terms are that no liquidated damages are payable by John Holland, and there are no penalties payable by WestNet Rail for impedance of John Holland’s rail access.

· We provided the estimate for the maintenance works, and allowed WestNet Rail to fully review our costings with our senior managers.

· A project margin was agreed, based on an agreed estimate and defined scope.  Any change in scope will be treated as a variation.

· All costs will be entered into a project ledger and accessible to both parties.

· And here is the main point ….. Benefit and risk is shared EQUALLY by both parties.  Any overrun or underrun in cost is shared equally.  In the case of John Holland’s return, this is capped at up to double our agreed margin if we can work together to reduce costs, and the other side of the coin is capped at a total loss of margin to John Holland if we collectively under-perform.
· And we work out of one office -

Clearly, when both parties stand to win or lose equally … the rules of the game shift from a ‘winner takes all’ mentality to both teams kicking in the same direction.

A similarly successful approach has been adopted by John Holland here in Queensland as part of the Brisbane Water Enviro Alliance.
The client behind this Alliance is Brisbane Water, with contractors John Holland, technology supplier Aquatec Maxon and water industry designers MWH and JWP.   The work involves the upgrade of three of Brisbane’s waste water treatment plants.
The cooperative approach adopted between client and contractors as part of the Brisbane Water Enviro Alliance has already seen tangible benefits delivered to all parties, including:

· Better risk management, as all Alliance partners collectively assume all risks associated with the delivery of the work, except any specially identified risks assumed by Brisbane Water;

· Stakeholder relationships are better;
· Innovations in safety are shared via reference group;
· There are significant time savings by not arguing with each other; and

· All businesses are benefiting financially with potential for higher margins.

This brings me to my second key theme to encourage innovation … the need for collaboration.

COLLABORATION

So, the concept has been given some thought, and the framework put in place.  
Now, we have to deliver on our commitments.  This is where it is most essential we look toward innovative work practices and construction methods.

Collaboration between client and contractor needs to be given more than just lip-service if both parties are to benefit.  
It’s through collaboration that we share our previous successes and failures, learn from experience and each other’s knowledge to achieve project outcomes as efficiently as possible.

The John Holland / WestNet Rail experiment is fairly new, but it’s already paying dividends:

· Everyone has a clear understanding of the scope and price;

· There have been no delay issues, claims or contractual disputes.  This means management from both teams have more time to focus on actually managing the works;

· Access to the railway line for our maintenance is maximised, resulting in efficient use of our rail crews; and

· Our client is working with us to help us get as much work as possible done within maintenance access ‘windows’ on the railway lines.

In essence, WestNet Rail and John Holland are collaborating as to how best access the busy railway lines for maintenance and how to work as efficiently as possible so both teams can reap the financial and time rewards.
As one of our project directors remarked last week:   “It’s so fantastic to see a client working hard to give us maximum access, and similarly, they’re impressed that we’re exceeding their expectations by getting greater amounts of work done in less time.”

It seems so obvious, doesn’t it?  It’s hardly rocket science, so why aren’t all construction projects run so smoothly?

I think trust has a lot to do with it, and it always helps to have an established relationship with a client or contractor.  But that can be overcome with the right concept or contractual framework.
It also requires quite a culture-shift for clients and contractors alike.  We all want to produce outstanding balance sheets as contractors, or to keep the costs as low as possible as clients.  But the culture of ‘winning at all costs’ and adversarial contractual relationships has surely proven to be so counterproductive to innovation over the years that it’s time to move on.  The only real winners in that sort of environment are the lawyers.  I hate giving money to lawyers.  I don’t hate lawyers – I married one.
I think the drive ‘to win’ over the other party can be countered if as clients and contractors we can show our Government Ministers or shareholders that an equal split of the spoils is financially better than a risky attitude of working to protect our own interests before working toward mutually beneficial outcomes.

The other culture shift needed in the construction industry is the need for greater sharing of information.  I’m not talking about giving up trade secrets, but I do feel there is a need to share our innovative ideas to better the industry as a whole. 
This brings me to the third ingredient needed to encourage innovation, which is communication.
COMMUNICATION

This is something easily taken for granted.  We all go to meetings, and know how to send group emails.   True, they’re very valid forms of communication, but usually very one-way and limited.

Innovation can be achieved through simply conceiving, trialling and implementing new ideas.

Indeed, much of the innovation that occurs throughout the construction supply chain comes from company personnel in the course of their normal work.  If we’re not setting up the right communication channels for our staff, sub-contractors and clients to communicate with us, we risk not learning about safer or more environmentally friendly concepts, or more technologically efficient ways to work.

You’d be surprised how many innovative work practices are being employed by your own individual staff every day.   The danger is that they keep their ideas to themselves, tired that “the boss won’t care about what I have to say”.

Ask yourself these questions.  How often do I complain about a budget over-run on an invoice?   Then consider:  How often do I take the time to talk with my staff about their ideas to reduce costs and be more efficient?

If you answered “always” to both questions, I’d like you to consider coming to work with us at John Holland, because I strongly value managers who not only question what’s going on, but take the time to work through better ways of doing things by communicating with their staff and suppliers.

While a lot of innovation is the product of trial and error in the field, there is also a lot of structured research and development going on within organisations themselves, professional bodies, and research and academic organisations acting on behalf of the industry. Many of those organisations are represented at this conference.

I am proud that John Holland is a founding partner in the Cooperative Research Centre for Construction Innovation, the main sponsor of this conference, and has been contributing cash and in-kind support to Construction Innovation and its research projects. Construction Innovation brings together 19 industry government and research partners with the vision to lead the Australian property and construction industry in innovation and collaboration.

That’s why I am also a strong supporter of conferences such as this.  I think it’s vital that we continue to provide forums for the exchange of ideas.  If we fail to communicate as an industry to each other we will all be the worse for it.
Sound CONCEPTS, a commitment to COLLABORATION, and ongoing COMMUNICATION … are, I believe, the keys to fostering innovation.

We all have a role to play, clients and contractors alike.

Time to start kicking in the same direction.

Thank you all.  
Good evening.
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