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Abstract

Research in the realm of projects is increasingly turning its focus on governance.
Much has been written on the importance of good governance and the clear link
between good governance and project success. However, few have delved into
delineating the core functions of governance that is central to good governance. In this
conceptual paper, we examine existing research ideas and concepts of project
governance to develop a framework to add to the knowledge base of this subject. This
paper proposes six core functions of project governance. They include (1) determining
the objective, (2) determining the ethics, (3) creating the culture, (4) designing and
implementing the governance structure, (5) ensuring accountability by management and
(6) ensuring compliance. The framework described in this paper can provide guidance
to organizations in the development of effective project governance to optimize the
management of projects.

1 Introduction

Project-based organizations have become widespread organizational structures. Projects are
becoming the main vehicle to achieve strategic objectives and beneficial change (Biesenthal &
Wilden 2014). Accordingly, much academic and practitioner attention has been dedicated to
achieving a better understanding of the management and governance of projects. One of the major
determinants of success is an effective project governance structure (Lechler & Dvir 2010). Good
project governance is a precondition for achievement of success and sustainable value for the
organization and all the stakeholders involved (Beleiu & Nistor 2015). However, project governance
models have lagged developments in the project management literature (Zwikael & Smyrk 2015).
Although research on governance acknowledges and addresses the nature of governance across the
various relevant organizational levels (Foss, Husted & Michailova 2010; Too & Weaver 2014), due to
the multiple definitions of project governance found in literature, the exact nature of the project
governance construct remains unclear.

The aim of this paper is to examine and explore the functions of project governance. To do this,
we examine current literature on governance. Existing knowledge of governance and project
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governance could be enriched by drawing from the stream of literature addressing projects as
temporary organizations (Engwall 2003) within the project management literature. This stream of
research is likely to offer valuable insights into the governance of projects as it addresses the complex
interplay between the stability of the project-based firm versus the inherent temporarily of the project
(Ahola et al. 2014). We investigate how the concepts and themes of dominant corporate governance
theories have been applied to the context of project governance. Synthesising these findings, we
present a framework linking governance theories with the focus of project governance.

The paper begins with an overview of the relationship between project performance and
governance that underlies the importance of governance research. This is followed by a review of the
concept of governance and the diversity of views of project governance that warrant clearer
descriptions of these governance functions. Based on this literature review, we propose a conceptual
framework describing the key functions of project governance. We conclude this paper with a
summary of our findings and discussion of future work.

2 Theoretical Background

There is a significant growth in the adoption of project management tools and techniques to
accomplish work in different sectors and industries (Tsaturyan & Mauller 2015). The main purpose of
using projects and their associated disciplines is to increase organizational value (Dalcher 2012).
Project value refers to the explicit and implicit functions created by the project, which can satisfy the
explicit and implicit needs of stakeholders (Zhai, Xin & Cheng 2009). Therefore, project value can be
understood in so far as it satisfies customer needs, aligns the project output with the organization's
strategy and gives a return on investment (Thomas & Mullaly 2007).

To measure the value created from using projects, governance is increasingly recognized as the
key factor to achieve project success (Joslin & Miller 2016; Lechler & Dvir 2010; Muller 2009).
Sanderson (2012) argues that performance problems are often a result of misaligned or
underdeveloped governance mechanisms, which hinder project actors’ ability to provide sufficiently
flexible and robust response to inevitable turbulence. A good governance structure can therefore
reduce conflicts among different groups of stakeholders and contributes to a firm's performance as it
helps to manage and minimize project risk, improve transparency between different organizational
levels (to meet project objectives), and positively influences the exchange of relevant information
across different stakeholder groups (Muller 2009). In other words, good governance is a precondition
for the achievement of success and creation of sustainable value to organizations and their
stakeholders (Beleiu & Nistor 2015). However, project governance models tend to lag other
developments in the project management literature (Aubry, Monique, Richer & Lavoie-Tremblay
2014; Zwikael & Smyrk 2015).

Governance, in general, means ‘to steer’. The Organization for Economic Co-operation and
Development (OECD) defines governance as: “Involving a set of relationships between a company's
management, its board, its shareholders and other stakeholders [...] and should provide proper
incentives for the board and management to pursue objectives that are in the interests of the company
and its shareholders and should facilitate effective monitoring” (OECD 2004). In its most general
form it is defined as a set of rules, (stakeholder) relationships, systems and processes by which
authority is exercised and controlled in organizations. It relates to processes and decisions that seek to
define actions, grant power, and verify performance (Samset & Volden 2016). Hence, “governance is
ultimately concerned with creating the conditions for ordered rule and collective action” (Stoker
1998).

Projects are embedded within an organizational context. Within organizations, “governance of
projects” concerns the areas of governance that are specifically related to project activities (APM
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2011; Biesenthal & Wilden 2014; Too & Weaver 2014). In fact, projects and project management
coexist within the corporate governance framework and therefore refers to the processes, systems, and
regulations that must be put in place to ensure that projects are successful and create value for the
organization. To this end, project governance supports an organization in aligning its project
objectives with its organizational strategy, achieving set project objectives and monitoring
performance (PMI 2013; Turner 2009).

Project governance research has started to address governance across the various relevant
organizational levels (Foss, Husted & Michailova 2010). Many studies that examine project
governance have attempted to provide the definitions of project governance. Some of these definitions
indirectly specify the functions of project governance. Some studies discuss a small number of
functions. For example, Pinto (2014) describes project governance as “the use of systems, structures
of authority, and processes to allocate resources and coordinate or control activity in a project” Other
studies have identified and described a very large number of functions. Hazard and Crawford (2004)
define project governance as “a set of formal principles, structures and processes for the undertaking
and management of projects, applicable in the context of individual projects, programs or portfolios of
projects which appoint a governor (or governing body) for a project ; define and regulate roles,
accountabilities, decision making and boundary management, and coordinate project relationships,
planning and control. In between these extremes, there are studies discussing a moderate number of
functions; for example, Turner (2009) defines project governance by referring to the relationships
between the owner of the project, the sponsor, the project manager and other stakeholders.

In all these cases, many functions are found to be overlapping and interconnected. The diverse
definitions within the literature, at least partially, are due to the studies being conducted on various
types of organizations active in different industries, such as IT, telecommunications, construction and
real estate and the healthcare sector. It is also clear that definitions of project governance are broad
and vague, incorporating many empirically identified phenomena. Furthermore, the definitions
generally do little to clarify the specific functions that the project governance undertakes. Many
studies have also investigated project governance functions without conceptually distinguishing
between them, or reflecting on how they relate to each other. Hence, even if a broad range of project
governance functions have been investigated and numerous benefits are purported, the understanding
of how these functions interact remains unclear.

In summary, research to-date indicates that there is a piecemeal understanding of project
governance and a lack of alignment of definitions and scope, often mixing concepts like factors,
mechanisms, enablers without clear distinctions. Some of the confusion around project governance
research may have arisen because researchers attempt to merge various governance theories to find a
single solution to the problem of project governance. This suggest there is clearly a lack of a shared
and universally accepted view of what the functions of project governance are. Therefore, in this
paper we present a conceptual framework, structured around the functions of governance that
provides suggestions regarding how existing governance theories may best be applied to the context
of project governance. Aligned with the aim of the paper, the following research question is
addressed: What are the relevant functions for Project Governance?

3 Findings and Discussions

Governance is the action of governing an organization by using and regulating influence to direct
and control the actions and affairs of management and others. It is the exclusive responsibility of the
‘governing body’, the person, or group accountable for the performance and conformance of the
organization (in a commercial organization, the Board of Directors). The central element of project
governance is, therefore, to understand the functions performed by the project governing body.
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Current literature does not agree on what constitutes a robust project governance model (Garland
2009). Despite the difference in emphasis, they share the views that project governance is simply
concerned with aligning project objectives with an overarching organizational strategy, and that is
necessary to create stakeholder value across the organizational network. Garland (2009) proposed
four key principles for a good structure of project governance: (1) identify a single point of
accountability, (2) ensure a service delivery focus, (3) separate the project and the organization
governance structures, and (4) separate stakeholder management and project decision making. Based
on these key principles, we conceptualize six functions of project governance (see Figure 1) that must
be effectively carried out by a project governing board. They are discussed in detail below.

Determining . . ] )
Objectives Determining Ethics J— Creating Cultures

Functions of Project
Governance

Designing &
Implementing
Governance Structure

Ensuring

Ensuring Compliance Accountability

Figure 1: Functions of Project Governance

3.1 Determining the objectives of the projects

Project-based organisations participate in projects to fulfil their business interests and goals (Artto
& Wikstrom 2005). As such, project goals mostly derive from the wider and more long-term strategic
objectives (Swan, Scarbrough & Newell 2010). In this way, the corporate strategy that represents the
business interests of the parent organization in the project environment provides the basis for
understanding how the project adds value to the organization in the form of outcomes and
deliverables (Monteiro de Carvalho 2013). All definitions of project governance include setting
project objectives and aligning them with an overarching organizational strategy, as an important
element (e.g. see Muller 2009; PMI 2013; Turner 2009).

The objectives define the purpose of the project and describe how the purpose will be fulfilled.
This function offering strategic management support can take many forms, such as participating in
strategic planning and aligning the project portfolio with overarching strategic objectives (Aubry, M.
et al. 2011). The objective setting function is a key interface between project management and the
governing body:

. The governing body determines the project’s objectives;

. There is shared responsibility to develop an effective strategy to achieve the objectives;
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. Project management is responsible for implementing the strategy through the efficient and
effective use of the organization’s limited resources.

In short, the primary purpose of project governance is to ensure that the project will meet the goals
and expectations subjected to it by various stakeholders (Ahola et al. 2014). Hence, the core function
of project governance is to determine the objectives of the project and to align it to work to deliver the
broader strategic goals of the organization.

3.2 Determining the project organization ethics

Ethics has developed into an important topic for organizations and their governance (Muller &
Lecoeuvre 2014). Ethics are based on morals and values and define the rules or standards governing
the conduct of people within the organization. Maller et al., (2013) found that managers of project
organizations face different types of ethical issues, and that the way they respond to them can be
influenced by the governance structure of the parent organization. The findings suggest that project
managers’ behaviours differ according to the governance structure.

The ethical standards of any projects are set by the behaviours of people at the top and cascade
down the hierarchy. Some common ethical issues confronted the project managers include
transparency, optimization, and relationship (Miller & Lecoeuvre 2014), power and political issues,
illegal actions, role conflicts. It is pertinent that the project governing body must determine the project
ethics within the project governance structure to help project managers dealing with these issues. For
example, by adjusting their governance paradigm toward more stakeholder orientation, organizations
can increase the level of trust between project managers and the key people in the governance
structure. Doing this may also enhance trust among other project actors (Muller et al. 2014).

3.3 Creating the culture of the project organization

Project organization culture is a subtle process and deals with the way people interact with one
another. Culture is conceptualized as consistent, shared by all members, an objective entity, and a
cohesive glue for integration processes (Alvesson 2002). It is the environment in which work gets
done, and is embedded in the people working for the organization, it naturally evolves as a company
grows or changes and requires continuous nurturing and management. Ouchi (1980) connects culture
and governance by highlighting the role of a “clan” in the control of organizations. He defines a
“clan” as a culturally homogeneous organization that has a shared set of values or objectives together
with beliefs about how to coordinate the organization’s effort to reach common objectives (Ouchi
1980).

Project performance problems are inevitable result of the organizational complexity, ambiguity,
and conflict faced by project actors with diverse and competing project cultures and rationalities (Van
Marrewijk et al. 2008). According to Sanderson (2012), even studies of project culture focus too
much on facilitating trust and collaboration in the face of uncertainty (Atkinson, Crawford & Ward
2006) and ignore spontaneous micro-processes of governing, which emerge ex post. Turner (2009)
argues that governmentality, the willingness of people to ‘be governed’ and to support the governance
system, is at the centre of an effective culture. Hence, project governance becomes the means to
acquire order, so that the stakeholders can recognize the common interests among the underlying
threats and chances. Other aspects of culture include how supportive the organization is, how
innovative, how risk seeking/averse, how open and transparent, how mature and professional, and
how tolerant it is. It is pertinent, therefore, for the governing body to determine the culture it wishes to
create and influence the operating culture of the organization through the people it appoints to
executive positions.
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3.4 Designing and implementing the project governance structure for
the project organization

Having determined the project objectives, the ethics and cultures of the project organizations, a
governance structure consisting of shared coordination, control, and safeguarding mechanisms needs
to be put in place to align the interests of multiple organizational actors to work towards a joint goal
(Ahola et al. 2014). To achieve and manage effective cooperation between the key actors and
elements, the interdependence between them should be structured and defined (Golden & Martin
2004) in order to realise benefits from intended projects (Zwikael & Smyrk 2015). Likewise, the
interdependence between roles, responsibilities and accountabilities should be clarified prior to the
start of a project (Ahola et al. 2014; Too & Weaver 2014) so that the cognitive conflicts over the
responsibilities and areas of accountability between these roles can be reduced (Forbes & Milliken
1999) and, therefore, project success is improved through the cohesiveness in the governance of the
structure.

A central element of good project governance is decision rights (Nault 1998), which are defined as
decision-making authority (Dessein 2002). This involves developing a set of relationships among
partners, sponsors, contractors, client and other stakeholders (Lu et al. 2015; OECD 2004) and the
determination of roles, responsibilities and accountabilities among stakeholders to achieve an ethical,
cohesive and transparent decision making process for the sake of achieving the mission of the project
organization (Badewi 2015).The key function of project governance body is therefore to propose a
project governance structure that combines processes, roles and accountabilities aimed at delivering
projects (Biesenthal & Wilden 2014). Good project governance structure can also serve as a mean in
which poorly performing projects are highlighted and early warning signs trigger an alert mechanism
(Biesenthal & Wilden 2014).

3.5 Ensuring accountability by project management

Successful projects contribute to the broader strategic goals on a program or portfolio level of the
organization (Williams & Samset 2012). Project management is thus a component of project
governance at the project level that deals with the operational control and execution of the daily
project work at the project level (Turner 2009). Project governance at the project level has a direct
effect on project management and the delivery of project-specific objectives to a broader set of
stakeholders (Bredillet 2008). Hence the primary role of project governance is to establish a shared set
of rules and procedures that all firms participating to the project are expected to follow (Ahola et al.
2014). In the context of projects, these rules include the definition and regulation of roles,
accountabilities, decision making and boundary management (Mosavi 2014).

Joslin and Muiller (Joslin & Muiller 2015) suggest that project governance has an oversight
function which collectively encompasses the project lifecycle to ensure a consistent approach to
controlling the project with the aim of ensuring its success. Monitoring and ensuring accountability of
project performance is, therefore, a common project governance function (e.g. Biesenthal & Wilden
2014; Muller 2009; Too & Weaver 2014; Turner 2006). It has also been argued that the task of
monitoring and controlling project to achieve project goals is allocated to decision making bodies who
meet on a regular basis to review and make certain decisions including:

+  the ethical and cultural environment are maintained within the organization;
. the stewardship and proper use of the resources entrusted to their care; and
+  the accomplishment of the strategic plan and fulfilment of the organizations objectives.

The governing body is accountable for the performance of the project organization, and retains
overall responsibility for the project organization it governs. However, in most project organisations

124



The Core Functions of Project Governance E. Too, T. Le, P. Weaver and L. Bourne

the governing body cannot undertake all the work of governance itself. To ensure the effective
governance of the project organization, various responsibilities need to be delegated to people within
the project organization’s management (Too & Weaver 2014).

3.6 Ensuring compliance by the organization

The aim of project governance is the consistent and predictable delivery of the project's planned
contribution to the portfolio and thereby to the achievement of corporate strategic objectives within a
corporate governance framework. Following this view, the purpose of project governance is both to
define standards or rules that individual projects are expected to comply with, and to monitor the
fulfilment of these rules (Ahola et al. 2014). To achieve this, a key function of the project governance
board is to ensure the compliance of formal rules (Lusch & Brown 1996). Miller and Lessard (2001)
explain that the organizational structure of a project, the shaping of the project, the project's
institutional framework and the capacity of self-regulation are essential features of governance.
Central to this function is providing relevant stakeholders with:

. assurance of the organization’s compliance with its regulatory, statutory and legal
obligations;

. monitoring and directing the performance of its management and staff as they work towards
achieving the organization’s objectives;

. working within the organization’s ethical and cultural framework; and

. supporting the values established by the governing body.

4 Conclusions

The growing number of project governance-related papers indicates that project governance is an
increasingly important topic. The aim of this paper is to understand the key functions of project
governance through a systematic review of project governance literature.

We have found several specific themes and concepts that imply the functions of project
governance. The key central functions of project governance identified are: (1) determining the
objectives of the project and aligning it to work together towards the broader strategic goals of the
organization; (2) determining the project ethics within the governance structure to help project
managers dealing with ethics issues; (3) determining the culture it wants and influencing the operating
culture of the organization through the people it appoints to executive positions; (4) developing and
implementing a project governance structure to realize the benefits from projects; (5) monitoring and
ensuring accountability of project performance; and (6) providing relevant stakeholders with
assurance of the organization’s compliance with its regulatory, statutory and legal obligations.

The proposed conceptual framework describes the key functions that project governance body
should carry out to ensure effective governance and hence to ensure value be created from the work
and outcomes of projects. Looking ahead and to further validate this framework, we encourage case
studies on how project governance functions can be operationalized to create value for organizations.
In addition, a large-scale empirical test of how different configurations of functions affect
performance in different empirical contexts is encouraged. Furthermore, it is worth investigating the
contextual characteristics that govern the suitability of adopting these functions in managing projects.
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