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Trading Ponies for Horses

Why was IPD formed?
* To ƻǾŜǊŎƻƳŜ ǘƘŜ ƻōǎǘŀŎƭŜ ǘƻ ƛƴƴƻǾŀǘƛƻƴΥ Ψ²Ƙƻ ǇŀȅǎΚ ²Ƙƻ ƎŀƛƴǎΚΩ

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



ÅRelations of significant duration 

ÅObjects of òvalueó are not all easily 
measurable

ÅMany individuals, collective poles of 
interest

ÅFuture cooperation anticipated

ÅBenefits and burdens shared

ÅTrouble is expected

ÅRelations will vary as unforeseeable future 
unfolds

Ian Macneil - Head of Law School at Northwestern 
University until his retirement

What Underlies A Relational 

Contract?



ôOwners 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.õ
(Construction Industry Institute Research 
Team 12 -2: Organizing for Project Success, 

1991) 



Two Types of IPD

1. Client IPD: Client signs multi -

party agreement with key 

members of the project team

2. Design -Build IPD: Client signs 

agreement with Design -Builder, 

who signs multi -party 

agreement with key members 

of their project team



IPD Timeline

There are three major strands in the development of 

what is now called IPD:

1. BPõs Project Andrew spawned Australiaõs Project 

Alliancing

2. UK push for partnering led to the NECC and 

PPC2000

3. Owen Matthewsõ IPD in 1999 in the U.S., based 

on a Design -Construct model, led to the Lean 

Construction Instituteõs 2004 International 

Symposium on Relational Contracting, which 

spawned Sutter Healthõs Integrated Form of 

Agreement in 2005. Within 3 years, two other IPD 

contracts were developed, by Consensus Docs 

and the American Institute of Architects.



from                                              to

Traditional       Lean
A. Planners plan/Doers do

B. Zero sum game -some must 

lose for others to gain

C. Competition is between 

individual companies

D. Better looking at it than for 

it

E. Innovation is stifled by the 

problem: Who pays?/Who 

gains?

F. Control is reactive to 

negative differences 

between DID & SHOULD

G. Problems are sins and sins 

are punished

A. Doers plan

B. Everyone wins ñby reducing 

waste & increasing value

C. Competition is between 

supply chains

D. Produce/deliver goods and 

services on request

E. Innovation is promoted -

money and resources move 

where most needed

F. Control is steering toward 

targets -doing whatõs 

needed to achieve 

objectives

G. Problems are opportunities 

for learning



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. 



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)



The Lean Construction Institute Triangle

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 Delivery    Value Stream Mapping    Last Planner System     Built in Quality   

Technology



Target Value Delivery





Target Value Delivery Process

Develop project business plan

Validate the project business plan

Set targets for whatõs wanted and 

conditions of satisfaction

Steer design to targets

Steer construction to targets



What do I want?

What is it worth?

What am I willing to pay?

What am I able to pay?

How much will it cost?

Allowable 

Cost (AC): 

what I am 

willing and 

able to pay.

Expected 

Cost (EC): 

what it 

would cost 

based on 

the market.

EC<AC?

Value-Adds?

Set AC=EC

No

Yes

Yes

Feasible? Stop

Validate Business 

Case

Maybe

No

Definitely   

Not
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Cost at 

completion 

was 5.2% 

below target 

and 18.6% 

below market

Sutter Fairfield Medical Office Building



The Validation Study

Validation Study 

Basis of Design, Budget and Schedule.

The Starting Point for Designing to Targets






