
 

Date: 8 August 2016 Page 1 of 2  Uncontrolled 

 

Features  

Mega knowledge for megaprojects 
 
There’s one guarantee with infrastructure megaprojects – the bigger the budget, the greater 
the risk that costs can spiral horribly out of control. And if you consider the definition of a 
megaproject as one that starts out with a budget of at least £1 billion, there’s the possibility 
that any oversight in cost control can have huge implications. Michael Yu, managing director 
of Currie & Brown’s Hong Kong region, considers the pitfalls in planning for megaprojects. 
 
 
It’s not hard to find eye-watering examples where budgets for infrastructure megaprojects 
have run off the rails. The Channel Tunnel link between the UK and France ended up 80 per 
cent over budget, at £4.6 billion compared with a £2.6 billion forecast. London’s Jubilee Line 
underground project cost more per mile than even the Channel Tunnel – it ended up going 
over budget by 67 per cent, from £2.1 to £3.5 billion. And Boston’s infamous Big Dig 
infrastructure project ended up eight years behind schedule with a price tag that had 
ballooned from around $2.6 billion (£1.84 billion) to nearly $15 billion (£10.6 billion).  
 
In fact, a study by Professor Bent Flyvbjerg, who researches the management of 
megaprojects, found that when it comes to railway projects, breaking the budget is the rule 
rather than the exception. The average increase in costs for rail is 45 per cent. For other 
forms of megaproject, it’s a similar story – for fixed links, such as tunnels and bridges, the 
average cost overrun is 34 per cent, while for roads it’s 20 per cent.  
 
Here in Hong Kong, I’ve worked on my fair share of megaprojects, including the Chek Lap 
Kok airport, which was home to the world's largest passenger terminal buildings when it 
opened in 1998, and the extension of the territory’s mass transit railway (MTR) system.  
 
 
Buck the budget trend 
 
But how can you buck the trend of budgets running out of control in such massive projects? 
Key to the successful completion of a megaproject is predicting and managing its costs. 
Drawing up the original budget relies on the expertise of the entire project team to make sure 
it’s realistic – if it’s simply about looking at a drawing and ticking boxes, the projected budget 
will be unrealistically low. Good communication from within a multi-disciplinary project team 
is essential, both at that stage and then throughout the construction.  
 
That budget needs to be set out from the beginning with the necessary skills and 
methodology to ensure it takes into account the entire project team, the end user’s agreed 
requirements, and with a realistic schedule. The role of an experienced cost controller cannot 
be overstated. 
 
With a megaproject, the need for an extensive risk analysis also becomes even more critical. 
A multi-disciplinary project team should compile a risk register taking into account site 
conditions and constraints, market conditions, design development and constructability. For 
each risk there has to be a mitigation measure together with its associated cost, and those 
costs should also be included in the budget.  
 
 
Cost control factors 
 
Cost control then comes down to two main factors. The first is by being able to reduce 
construction costs in line with or below the benchmark set by previous projects of a similar 
nature or scale, without sacrificing quality. The second is by managing construction costs 
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within the set budget. Planning in design and schedule needs to be continually monitored, to 
review any market sensitivities and to continue value engineering to enhance cost savings.  
 
The final aim is to ensure that once the budget is established, it is then adhered to. That 
means having a clear audit trail and a time and cost implication for any changes, with an 
ongoing discussion about items within the project that could be reconsidered to keep the 
tender on track.  
 
None of this is possible without adequate cost controls. In the rarefied world of the 
megaproject, that only comes with experience, but the expense of paying for that experience 
in your team from the outset can end up saving your project from running into mega troubles. 


