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1 An Introduction to Project Management

1.1 Introduction

Many people and organizations today have a new or renewed interest in project
management. In the past, project management primarily focused on providing schedule and
resource data to top management in the military and construction industries. Today’s project
management involves much more, and people in every industry and every country manage
projects. New technologies have become a significant factor in many organizations, and the
use of interdisciplinary and global work teams has radically changed the work environment.

The following statistics demonstrate the significance of project management in today’s

society:

= A 2001 report showed that the United States spends $ 2.3 trillion on projects every year,
and the world as a whole spends nearly $ 10 trillion on projects of all kinds. Projects,
therefore, account for about one-fourth of the United States’ and the world’s gross
domestic product.

= |n 2006 PricewaterhouseCoopers surveyed 200 companies from 30 different countries
about their project management maturity and found that over half of all projects fail. They
also found that only 2.5% of corporations consistently meet their targets for scope, time,
and cost goals for all types of projects.!

= |n 2007, the average total annual compensation for a senior project manager was
$104,776 in the United States, $111,412 in Australia, and $120,364 in the United
Kingdom. The average total annual compensation of a program manager was $122,825
in the United States, $133,718 in Australia, and $165,489 in the United Kingdom. The
average total compensation for a project management office (PMO) director was
$134,422 in the United States, $ 125,197 in Australia, and $ 210,392 in the United
Kingdom.

» Project management certification continues to be one of the most popular certifications
throughout the world, with over 220,000 active Project Management Professionals by the
end of 2006. Certified individuals averaged a 16% pay increase from 2004 to 2005.

Many organizations claim that using project management provides advantages, such as
Better control of financial, physical, and human resources

Improved customer relations

Shorter development times

Lower costs

Higher quality and increased reliability

Higher profit margins

Improved productivity

Better internal coordination

Higher worker morale
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1.2 History of Project Management

Project management has been practiced since early civilization. Until 1900 civil engineering
projects were generally managed by creative architects and engineers themselves, among
those for example Vitruvius (1st century BC), Christopher Wren (1632—1723), Thomas
Telford (1757-1834) and Isambard Kingdom Brunel (1806—1859). It has been since the
1950’s, that organizations started applying systemic project management tools and
techniques to complex projects.

The Manhattan Project, which the United States military led to develop the atomic bomb, is
considered to be the first project to use “modern” project management. General Leslie R.
Groves was the project manager in charge of the overall management of the project’s
mission, schedule, and budget. Dr. Robert Oppenheimer led the technical management of
this three-year, $2 billion project in the mid-1940s.

As a discipline, Project Management developed from different fields of application including
construction, engineering, and defense. Two forefathers of project management are Henry
Gantt, called the father of planning and control techniques, who is famously known for his
use of the Gantt chart as a project management tool; and Henri Fayol for his creation of the 5
management functions, which form the basis for the body of knowledge associated with
project and program management. Both Gantt and Fayol were known as being students of
Frederick Winslow Taylor's theories of scientific management. His work is the forerunner to
modern project management tools including work breakdown structure (WBS) and resource
allocation.

The 1950’s marked the beginning of the modern Project Management era. Project
management was formally recognized as a distinct discipline arising from the management
discipline. Again, in the United States, prior to the 1950’s, projects were managed on an ad
hoc basis using mostly Gantt Charts, and informal techniques and tools. At that time, two
mathematical project-scheduling models were developed. The "Critical Path Method" (CPM)
developed in a joint venture by both DuPont Corporation and Remington Rand Corporation
for managing plant maintenance projects. And the "Program Evaluation and Review
Technique" or PERT, developed by Booz-Allen & Hamilton as part of the United States
Navy's (in conjunction with the Lockheed Corporation) Polaris missile submarine program;
These mathematical techniques quickly spread into many private enterprises.

At the same time, technology for project cost estimating, cost management, and engineering
economics was evolving, with pioneering work by Hans Lang and others.

In 1969, the Project Management Institute (PMI) was formed to serve the interests of the
project management industry. The premise of PMI is that the tools and techniques of project
management are common even among the widespread application of projects from the
software industry to the construction industry.

In 1981, the PMI Board of Directors authorized the development of what has become A
Guide to the Project Management Body of Knowledge (PMBOK Guide), containing the
standards and guidelines of practice that are widely used throughout the profession.
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1.3 What is a Project?

A project is

A temporary endeavor undertaken to create a unique product, service, or result.

1.3.1 Examples of projects:

Projects can be small or large and involve one person or thousands of people. They can be
done in one day or take years to complete. Examples of projects include the following:
= Design and build a new house

Design a product or services

To complete a BA course

Implement a software

Business or private goals

Evaluation of a computer or TV purchase

A business plan

Introducing policies in a company

Starting a new design company

A pharmaceutical company launches a new product

1.3.2 Project Attributes

As you can see, projects come in all shapes and sizes. The following attributes help define a

project further:

= Temporary and one-time endeavor: a project has a definite beginning and a definite end

= Unique purpose: every project should have a well-defined objective

» Requires resources from various areas. Resources include people, hardware, software,
or other assets

= Brings beneficial change or added value

= Highly complex and risky

= Has a primary customer or sponsor: someone must take the primary role of sponsorship

* Involves uncertainty: it is some-times difficult to define the project’s objectives clearly,
estimate time, or determine exact cost.

1.3.3 The Triple Constraint

Every project is constrained in different ways by its scope, time, and cost goals. These
limitations are sometimes referred to in project management as the triple constraint.

To create a successful project, a project manager must consider scope, time, and cost, and
balance these three often-competing goals. He or she must consider the following:

= Scope: What work will be done as part of the project? What unique product, service, or
result does the sponsor expect from the project?

» Time: How long should it take to complete the project? What is the project’s schedule?

= Cost: What should it cost to complete the project? What is the project’s budget?

Project Management ONORWEL AG Page 9 of 123
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Successful project management means meeting all three goals (scope, time, and cost)—
with the required quality and satisfying the project’s sponsor!

Scope

Cost Time

Experienced project managers know that you must decide which aspect or aspects of the
triple constraint are most important. If time is most important, you must often change the
initial scope and/ or cost goals to meet the schedule.

Examples:

= |f a company wants to get a new product to market, it must focus on scope target and be
willing to adjust time and cost as needed. If it is crucial to meet time and cost goals, the
scope must be flexible.

= Many people who plan weddings have to adjust scope and cost goals to meet their target
wedding date. If scope goals are most important, you might need to adjust time and/ or
cost goals.

= |f someone wants to move into a new home or apartment by a specific date for a specific
cost, he/she must be flexible on scope goals.

In any case, sponsors must provide some type of target goals for a project’s scope, time, and
cost.

Although the triple constraint describes how the basic elements of a project - scope, time,
and cost - interrelate, other elements can also play significant roles. Quality is often a key
factor in projects, as is customer or sponsor satisfaction. Some people, in fact, refer to the
“quadruple constraint” of project management, including quality along with scope, time, and
cost. Others believe that quality considerations, including customer satisfaction, must be
inherent in setting the scope, time, and cost goals of a project. A project team may meet
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scope, time, and cost goals but fail to meet quality standards or satisfy their sponsor if they
have not adequately addressed these concerns. The project manager should be
communicating with the sponsor throughout the project to make sure the project meets his or
her expectations.

1.4 What is Project Management?

Project management is “the application of knowledge, skills, tools, and techniques to project
activities to meet project requirements.”

Project managers must not only strive to meet specific scope, time, cost, and quality goals of
projects, but also facilitate the entire process to meet the needs and expectations of the
people involved in or affected by project activities.

The figure illustrates a framework to help you understand project management. Key
elements of this framework include the project stakeholders, project management knowledge
areas, project management tools and techniques, project success, and contribution of a
portfolio of projects to the success of the entire enterprise.

Project Portfolio

9 Knowledge Areas Tools and f;terpﬂse
Core Functions techniques uccess
Scope | Time Cost | Quality
Mgt. | Mgt. = Mgt Magt.
P a _
Project Integration Management
Stakeholders'
needs and ‘,/‘
expectations HR Comm. = Risk  Procure. ||% 1\\
Mgt. | Mgt. | Mgt. | Mgt ||32=
O~
Facilitating Functions A

1.4.1 Project Stakeholders

Stakeholders are the people involved in or affected by project activities and include the
project sponsor, project team, support staff, customers, users, suppliers, and even
opponents to the project. These stakeholders often have very different needs and
expectations.
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Stakeholders’ needs and expectations are important in the beginning and throughout the life
of a project. Successful project managers develop good relationships with project
stakeholders to understand and meet their needs and expectations.

1.4.2 Project Management Knowledge Areas

Project management knowledge areas describe the key competencies that project managers
must develop. The four core knowledge areas of project management include project
scope, time, cost, and quality management. These are core knowledge areas because they
lead to specific project objectives. Brief descriptions of each core knowledge area are as
follows:

*» Project scope management involves working with all appropriate stakeholders to
define, gain written agreement for, and manage all the work required to complete the
project successfully.

= Project time management includes estimating how long it will take to complete the
work, developing an acceptable project schedule given cost- effective use of available
resources, and ensuring timely completion of the project.

= Project cost management consists of preparing and managing the budget for the
project.

= Project quality management ensures that the project will satisfy the stated and implied
needs for which it was undertaken.

The four facilitating knowledge areas of project management are human resource,
communications, risk, and procurement management. These are called facilitating areas
because they are the processes through which the project objectives are achieved. Brief
descriptions of each facilitating knowledge area are as follows:

= Project human resource management is concerned with making effective use of the
people involved with the project.

= Project communications management involves generating, collecting, disseminating,
and storing project information.

= Project risk management includes identifying, analyzing, and responding to risks
related to the project.

= Project procurement management involves acquiring or procuring goods and services
for a project from outside the performing organization.

Project integration management, the ninth knowledge area, is an overarching function that
affects and is affected by all of the other knowledge areas. It involves coordinating the other
knowledge areas, anticipating and dealing with issues, and making decisions each day about
what is in the best interest of the entire project. Project managers must have knowledge and
skills in all nine of these areas.

1.4.3 Project Management Tools and Techniques

Project management tools and techniques assist project managers and their teams in
carrying out work in all nine knowledge areas.

It is crucial for project managers and their team members to determine which tools will be
most useful for their particular projects.
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Knowledge area/
category

Tools and techniques

Integration management

Project selection methods, project management
methodologies, stakeholder analyses, project charters,
project management plans, project management software,
change requests, change control boards, project review
meetings, lessons-learned reports

Scope management

Scope statements, work breakdown structures, mind maps,
statements of work, requirements analyses, scope
management plans, scope verification techniques, scope
change controls

Time management

Gantt charts, project network diagrams, critical- path
analyses, crashing, fast tracking, schedule performance
measurements

Cost management

Net present value, return on investment, payback analyses,
earned value management, project portfolio management,
cost estimates, cost management plans, cost baselines

Quality management

Quiality metrics, checklists, quality control charts, Pareto
diagrams, fishbone diagrams, maturity models, statistical
methods

Human resources
management

Motivation techniques, empathic listening, responsibility
assignment matrices, project organizational charts, resource
histograms, team building exercises

Communications
management

Communications management plans, kickoff meetings,
conflict management, communications media selection,
status and progress reports, virtual communications,
templates, project Web sites

Risk management

Risk management plans, risk registers, probability/impact
matrices, risk rankings

Procurement management

Make- or- buy analyses, contracts, requests for proposals or
guotes, source selections, supplier evaluation matrices

Follow-up studies done by the Standish Group ( see the previously quoted “ CHAOS” study
in the What Went Wrong? passage) showed some improvement in the statistics for
information technology projects in the past decade:

= The number of successful IT projects has more than doubled, from 16% in 1994 to 35%

in 2006.

= The number of failed projects decreased from 31% in 1994 to 19% in 2006.

» The United States spent more money on IT projects in 2006 than 1994 ($346 billion and
$ 250 billion, respectively), but the amount of money wasted on challenged projects
(those that did not meet scope, time, or cost goals, but were completed) and failed
projects was down to $ 53 billion in 2006 compared to $ 140 billion in 1994.2

Despite its advantages, project management is not a silver bullet that guarantees success on
all projects. Some projects, such as those involving new technologies, have a higher degree
of uncertainty, so it is more difficult to meet their scope, time, and cost goals. Project
management is a very broad, often complex discipline. What works on one project might not
work on another, so it is essential for project managers to continue to develop their
knowledge and skills in managing projects. It is also important to learn from the mistakes and

successes of others.

Project Management
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1.4.4 Project Success

There are several ways to define project success. The following list outlines a few common
criteria for measuring project success:

The project met scope, time, and cost goals.

The project satisfied the sponsor.

The results of the project met its main objective, such as making or saving a certain
amount of money, providing a good return on investment (ROI), or simply making the
sponsors happy.

1.5 Program and Project Portfolio Management

1.5.1 Programs

A program is “a group of related projects managed in a coordinated way to obtain benefits
and control not available from managing them individually.”

As you can imagine, it is often more economical to group projects together to help streamline
management, staffing, purchasing, and other work.

Examples:

A construction firm has a program for building one hundred residential single-family
homes in a particular neighborhood. Each home is a separate project for a specific
homeowner— the sponsor— but the entire development is a program.

A clothing firm has a program to analyze customer buying patterns. Projects under this
program might include one to send out and analyze electronic surveys, one to conduct
several focus groups in different geographic locations with different types of buyers, and
one to develop an information system to help collect and analyze current customers’
buying patterns.

Program 1 Program 2
Project 1 Project 2 Project 3 Project 1 Project 2 Project 3

ABC Construction
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Program Managers:

= provide leadership and direction for the project manager’s heading the projects within the
program

= coordinate the efforts of project teams, functional groups, suppliers, and operations staff
supporting the projects to ensure that project products and processes are implemented to
maximize benefits

= responsible for the success of products and processes produced by those projects

= organize review meetings with all their project managers to share important information
and coordinate important aspects of each project.

= Have strong technical and project management skills and also strong business
knowledge, leadership capability, and communication skills

1.5.2 Project Portfolio Management

In many organizations, project managers also support an emerging business strategy of
project portfolio management, in which organizations group and manage projects and
programs as a portfolio of investments that contribute to the entire enterprise’s success.

Project portfolio management is:
the continuous process of selecting and managing the optimum set of project initiatives that
deliver maximum business value.

Organizations group projects into portfolios to help them make better investment decisions,
such as increasing, decreasing, discontinuing, or changing specific projects or programs
based on financial performance, risks, resource utilization, and similar factors that affect
business value and strategy.

Portfolio Manager:

»= need to understand how projects fit into the bigger picture of the organization, especially
in terms of finances and business risks

= create portfolios based on meeting specific organizational goals, such as maximizing the
value of the portfolio or making effective use of limited resources

= help their organizations make wise investment decisions by helping to select and
analyze projects from a strategic perspective

»= might or might not have previous experience as project or program managers

= have strong financial and analytical skills and understand how projects and programs can
contribute to meeting strategic goals

Distinction between project management and portfolio management:

= Individual projects often address tactical goals, whereas project portfolio management
addresses strategic goals.

= Project management addresses questions related to how well projects are managed in
terms of meeting scope, time, and costs goals and stakeholder expectations.

» Project portfolio management addresses questions related to what projects are being
done and how well they meet organizational goals, such as making good investments
and being competitive.
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Tactical Goal

Project Portfolio Management

« Are we working on the right
project?

» Are we investing in the right areas?

» Do we have the right resources to
be competitive?

Project Management

» Are we carrying out projects well?

» Are projects on time and budget?

* Do project stakeholders know what
they should be doing?

1.6 Project Management Software

The Project Management Center, a Web site for people involved in project management,
provides an alphabetical directory of more than 300 project management software solutions
(www. infogoal.com/pmc).

This site and others demonstrate the growth in available project management software
products, especially Web-based tools. Deciding which project management software to use
has become a project in itself.

These project management software tools can be divided into three general categories
based on functionality and price.

Low-end tools:

= These tools provide basic project management features and generally cost less than
$200 per user.

= They are often recommended for small projects and single users.

= Most of these tools allow users to create Gantt charts, which cannot be done easily using
current productivity software.

* Top Ten Reviews listed MinuteMan ($ 49) and Project Kickstart ($ 129.95) in their list of
top 10 project management software tools for 2006.

= Several companies provide add-in features to Excel (see www. business-spreadsheets.
com) to provide basic project management functions using a familiar software product.

Midrange tools:
= midrange tools are designed to handle larger projects, multiple users, and multiple
projects
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All of these tools can produce Gantt charts and network diagrams, and can assist in
critical-path analysis, resource allocation, project tracking, status reporting, and so on.
Prices range from about $200 to $600 per user, and several tools require additional
server software for using work-group features.

Microsoft Project is still the most widely used project management software today

Top Ten Reviews listed Microsoft Project as their number one choice ($599), along with
Milestones ($219). A product called Copper also made the top 10 list, with a price of $999
for up to 50 users. Note that students and educators can purchase software like Microsoft
Project 2007 at reduced prices from sites like www. journeyed.com.

High-end tools:

provide robust capabilities to handle very large projects, dispersed work groups, and
enterprise functions that summarize and combine individual project information to provide
project portfolio management information

are generally licensed on a per-user basis, integrate with enterprise database
management software, and are accessible via the Internet.

In mid 2002, Microsoft introduced the first version of their Enterprise Project Management
software, and in 2003, they introduced the Microsoft Enterprise Project Management
solution, which was updated in 2007 to include Microsoft Office Project Server 2007 and
Microsoft Office Project Portfolio Server 2007.

Several inexpensive, Web- based products that provide enterprise and portfolio
management capabilities are also on the market. For example, VPMi Express (www.
vcsonline. com) is available for a low monthly fee per user.

See the Project Management Center Web site (www. infogoal.com/ pmc) or Top Ten
Reviews ( http:// project- management- software- review. (http://project-management-
software-review. toptenreviews. com) for links to many companies that provide project
management software.
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2 Project Lifecycle

The project lifecycle consist of 2 preliminary project phases (Discovery, Evaluation) and 4
major project phases (Initiation, Planning, Execution, Closure).

M

2.1 Discovery

Firms have to develop a fair, consistent, and logical process for selecting projects, programs,
and portfolios. A four-stage planning process for selecting projects includes strategic
management, business area analysis, project planning and resource allocation.

The portfolio management processes helps to align projects to the strategic objectives of a
firm. The program management decides about managing several projects together.

2.2 Evaluation

After the project is approved through a formal project selection process and is given the go-
ahead, senior managers have to evaluate the selected projects with various methods.
Evaluating projects means taking into consideration the firm’s strategy, accomplish financial
projections, execute scoring models, considering opportunities and threats, focusing on time
constraints and setting project priorities.

2.3 Initiation

The Initiation Phase is the first phase in the project. In this phase a business problem (or
opportunity) is identified and a business case which provides various solution options is
defined. A feasibility study is then conducted to investigate the likelihood of each solution
option addressing the business problem and a final recommended solution is put forward.
Once the recommended solution is approved, a project is initiated to deliver the approved
solution. A Terms of Reference' is completed, which outlines the objectives, scope and
structure of the new project, and a Project Manager is appointed. The Project Manager
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begins recruiting a project team and establishes a Project Office environment. Approval is
then sought to move into the detailed planning phase.

2.4 Planning

Once the scope of the project has been defined in the Project Charter, the project enters the
detailed planning phase. This involves the creation of a:

= Project Plan (outlining the activities, tasks, dependencies and timeframes)

= Resource Plan (listing the labor, equipment and materials required)

» Financial Plan (identifying the labor, equipment and materials costs)

= Quality Plan (providing quality targets, assurance and control measures)

Risk Plan (highlighting potential risks and actions taken to mitigate them)

Acceptance Plan (listing the criteria to be met to gain customer acceptance)
Communications Plan (listing the information needed to inform stakeholders)
Procurement Plan (identifying products to be sourced from external suppliers).

At this point the project has been planned in detail and is ready to be executed.

2.5 Execution

This phase involves the execution of each activity and task listed in the Project Plan. While
the activities and tasks are being executed, a series of management processes are
undertaken to monitor and control the deliverables being output by the project. This includes
the identification of changes, risks and issues, the review of deliverable quality and the
measurement of each deliverable being produced against the acceptance criteria.

Once all of the deliverables have been produced and the customer has accepted the final
solution, the project is ready for closure.

2.6 Closure

Project Closure involves releasing the final deliverables to the customer, handing over
project documentation, terminating supplier contracts, releasing project resources and
communicating the closure of the project to all stakeholders. The last remaining step is to
undertake a Post Implementation Review to quantify the overall success of the project and
list any lessons learnt for future projects.
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3 Project Discovery

It is important for organizations to develop a fair, consistent, and logical process for selecting
projects, programs, and portfolios. Studies show that one of the main reasons people quit
their jobs is because they feel they do not make a difference. After employees understand
how their work fits into the big picture, they can work more effectively to help themselves and
their entire organizations succeed.

3.1 Four-Stage Discovery Process for Project Selection

One of the most important factors in project success is discovering the best projects to
undertake. In addition to using a SWOT analysis, organizations often follow a detailed
planning process for project selection.

Figure 1-1 shows a four-stage planning process for selecting projects. Note the hierarchical
structure of this model and the results produced from each stage. It is very important to start
at the top of the pyramid to select projects that support the organization’s business strategy.
The four-stages of this process include:

1. Strategic management: The first step of the project discovery process is to understand
the firm’s strategy, goals, and objectives.

2. Business area analysis: The second step is to analyze business processes that are
central to achieving strategic goals.

3. Project planning: The next step is to start defining potential projects that address the
strategies and business areas identified. Managers should discuss the potential projects’
scope, time, and cost goals; projected benefits; and constraints as part of this process.

4. Resource allocation: The last step in the project planning process is choosing which
projects to do and assigning resources for working on them. The amount of resources the
organization has available or is willing to acquire will affect resource-allocation decisions.

Figure 3-1 Pyramid for the project planning process
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Project planning stages Results produces

————» Determine organizational strategy, goals

y and objectives
Strategic

Planning

—————— Analyze how various business areas
Business Area Analysis can help achieve strategic goals

——— Identify potential projects to
Project Planning help meet strategic goals

Resource Allocation ——— Allocate resources to
selected projects

3.2 Strategic Management

Successful leaders look at the big picture or strategic plan of the organization to determine
what projects will provide the most value. The same can be said for successful individuals.
No one person can do everything, so individuals must pick projects to pursue based on their
talents, interests, limitations, and so on.

Strategic management involves determining long-term objectives by analyzing the strengths
and weaknesses of an organization, studying opportunities and threats in the business
environment, predicting future trends, and projecting the need for new products and services.
Strategic planning provides important information to help organizations identify and then
select potential projects.

For example, if a firm’s competitive strategy is cost leadership, it should focus on projects
that will help it retain its position as a low-cost producer.

3.3 Business Area Analysis

The internal analysis or assessment focuses on identifying and evaluating a firms strengths
and weaknesses in the functional areas of business, including management, marketing,
finance/accounting, production/operations, research and development, and management
information systems.
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Representative managers from throughout the firm need to be involved in determining a firms
strengths and weaknesses. Key factors should be prioritized so that the firm’s most important
strengths and weaknesses can be determined collectively. Based on the internal analysis
and the firm’s strategic planning, projects have to be launched to support a firm’s strengths
or eliminate a firm’s weakness.

For example, could the organization make improvements in sales, manufacturing,
engineering, information technology (IT), or other business areas to support the firm’s
strategy?

3.3.1 SWOT Analysis

The SWOT analysis is an extremely useful tool for understanding and decision-making for all
sorts of situations in business and organizations. SWOT is an acronym for Strengths,
Weaknesses, Opportunities and Threats.

The SWOT analysis headings provide a good framework for reviewing strategy, position and
direction of a company or business proposition, or any other idea.

Helpful Harmful
to achieving the ohjective to achieving the ohjective
£E
o
=t
oF
= Strengths Weaknesses
51
23
=
Opportunities Threats

External origin
{attributes aof the snvirsrimeant)

3.4 Project Planning

3.4.1 Project Portfolio Selection

The goal of project portfolio management is to help maximize business value to ensure
enterprise success.

Project portfolio managers and other senior managers must focus on how all of an
organization’s projects fit together to help the entire enterprise achieve success.

That might mean
= canceling or putting several projects on hold
= reassigning resources from one project to another
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= suggesting changes in project leadership
= taking other actions that might negatively affect individual projects or programs to help
the organization as a whole

Portfolios should be formed and continuously updated to help the organization as a whole
make better strategic decisions. Organizations normally put all projects into one portfolio, but
then often break it down into more detailed sub-portfolios, often set up by major departments

or other categories.

Several companies create a separate portfolio for IT projects. It is often difficult to measure
the financial value of many IT projects, yet these projects are often a large investment and
have a strong effect on other business areas.

The right part of this figure shows how the IT projects could be categorized in more detail to
assist in their management. For example, there are three basic IT project portfolio
categories: venture, growth and core.

Overall project portfolio categories IT project portfolio categories

~

>

Venture:
Transform

the business

Marketing Discretionary

costs

Growth:
Grow the
business Y,

Risks
Value/Timing

Materials Core:
Run the Nondiscretionary

business costs

Note that the core category of IT projects is labeled as nondiscretionary costs. This means
that the company has no choice in whether to fund these projects; it must fund them to stay
in business.

Projects that fall under the venture or growth category would be discretionary costs because
the company can use its own discretion in deciding whether to fund them. Also note the
arrow in the center of Figure. This arrow indicates that the risks, value, and timing of projects
normally increase as you go from core to growth to venture projects. However, some core
projects can also be high risk, have high value, and require good timing.

3.4.2 Five Levels of Project Portfolio Management

An organization can view project portfolio management as having five levels, from simplest to
most complex, as follows:

1. Put all of your projects in one list. Many organizations find duplicate or unneeded projects
after they identify all the projects on which they are working.
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2. Prioritize the projects in your list. It's important to know which projects are most important
to an organization so that resources can be applied accordingly.

3. Divide your projects into several categories based on types of investment. Categorizing
projects helps you see the big picture, such as how many projects are supporting a
growth strategy, how many are helping to increase profit margins, how many relate to
marketing, and how many relate to IT. Organizations can create as many categories as
they need to help understand and analyze how projects affect business needs and goals.

4. Automate the list. Managers can view project data in many different ways by putting key
information into a computerized system. You can enter the project information in
spreadsheet software such as Excel. You might have headings for the project name,
project manager, project sponsor, business needs addressed, start date, end date,
budget, risk, priority, key deliverables, and so on. You can also use more sophisticated
tools to help perform project portfolio management, such as enterprise project
management software.

5. Apply modern portfolio theory, including risk-return tools that map project risks.

wn
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® Project 4
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=
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Project risk

The figure provides a sample map to assist in evaluating project risk versus return, or
business value. Each bubble represents a project, and the size of the bubble relates to its
approved budget. Notice that there are not and should not be projects in the lower-right
guadrant, which is the location of projects that have low relative value and high risk.

3.4.3 Program Management

After deciding which projects to pursue, organizations need to decide if it is advantageous to
manage several projects together as part of a program. There might already be a program
that a new project would logically fall under, or the organization might initiate a program and
then approve projects for it. A program is a group of projects managed in a coordinated way
to obtain benefits and control not available from managing them individually.

“Good program management goes right to the bottom line; it improves a company’s
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P&L (profit and loss). A company that delivers more products, better products, and
does so faster wins the competitive race. Program management makes better, faster
and cheaper a reality”

1.1.1.1 Aligning Project Execution to Business Strateqy

By introducing a program management development model to deliver a portfolio of high-
value products or services, the consistent focus on business success by a program manager
results in a tight alignment between strategic objectives and project outputs. When
implemented properly, the program management development model creates a closed-loop
management system that creates competitive advantage by effectively delivering products
and services that align to the firm’s strategy and competitive goals.

Competitive
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Strategic To————————~"  Realized
Objectives L - < e w. Objectives
-
&~ N
Program

The Integrated
Program Management [---S%2% .., & :
Product or Service :

-l-l-n-’

4-----!-!

: Project
Interdependent [ ====* m

Projects

Project Management -

Project

-

Deliverables
Project Management -’l— -_——— -
Project Management %— -
="

Project Management

1.1.1.2 Improving Time-to-Market

By using an integrated development approach such as the program management
development model, time-to-market goals are optimized. The program management model is
built on the development, management and delivery of interdependencies between the
functional elements of the program throughout the development life cycle. By incorporating
and managing the cross-project deliverables through an iterative and integrated development
process, a limited rework scenario exists. This translates to faster time-to-market
possibilities, an advantage that brings an extended sales cycle, premium prices, higher
profits, and faster learning over companies that do not use program management practices.
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The project hand-off or waterfall approach where project management ownership is
transferred (or sometimes thrown over the wall) from one functional project team to the next
is too slow to gain time-to-market competitive advantage.

1.1.1.3 Program Management Benefits

Organizations must decide when it makes sense to group projects together. When too many
projects are part of one program, it might be wise to create a new program to improve their
management. The main goal of programs is to obtain benefits and control not available from
managing projects separately.

Grouping related projects into programs provide the following bengfits:
= Aligned with business strategy

= |mproved coordination

= Better planning

= Faster throughput time

*» Reduced cost

* |ncreased authority

» Increasing control

= Higher efficiency
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4 Project Evaluation

Most organizations face hundreds of problems and opportunities for improvement and
consider potential projects to address them. These organizations— both large and small—
cannot undertake most of the potential projects identified because of resource limitations and
other constraints. Therefore, an organization’s overall business strategy should guide the
project selection process and management of those projects.

4.1 Methods for Selecting Projects

Although people in organizations identify many potential projects as part of their strategic
planning process, they also identify projects by working on day- to-day operations.

A marketing analyst might notice that competitors are using new forms of advertising and
suggest a project to respond to this competition. It is important for organizations to
encourage workers at all levels to submit project ideas because they know firsthand what
problems they are encountering and what opportunities might be available.

How do senior managers decide which of the many potential projects their organization
should pursue? Some projects directly support competitive strategy and are easy choices,
but other project ideas require additional thought and analysis. However, organizations need
to narrow down the list of potential projects to those projects that will be most beneficial.
Most large organizations go through a preliminary project prioritization process annually. For
example, early each fall Exxon Corporation’s Information Technology (IT) organizations work
with all of their internal client organizations worldwide to identify potential IT projects and
resource requirements for the following year. This process takes about three weeks, followed
by meetings to discuss and prioritize potential projects and agree to cut- off lines based on
the availability of funds and other resources. The prioritized list of potential projects are then
reviewed by senior management as part of the corporation’s fall company planning and
budgeting process.

Selecting projects is not an exact science, but it is a critical part of project, program, and

project portfolio management. Many methods exist for selecting from among possible

projects. Common techniques are listed here and explained in the following sections:
Company strategy: focusing on the firm’s strategy and broad organizational needs

2. Financial projections: net present value analysis, return on investment, payback
analysis or other financial projections

3. Weighted scoring model: provides a systematic process for selecting projects based on
many criteria.

Balanced scorecard

Problems, opportunities, and directives: selection based on the response to a
problem, an opportunity, or a directive

6. Time frame: the time it will take to complete a project or the date by which it must be
done
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7. Project priority: overall priority of the project

In practice, organizations usually use a combination of these approaches to select projects.
Each approach has advantages and disadvantages, and it is up to management to decide
the best approach for selecting projects based on their particular organization. In any case,
projects should first and foremost address business needs.

4.2 Company Strategy

When deciding what projects to undertake, when to undertake them, and to what level,
managers must focus on meeting their organization’s many needs. Projects that address the
firm’s strategy are much more likely to be successful because they will be important to the
organization’s competitive position.

For example, a company might have a competitive strategy of cost leadership, meaning that
it attracts customers primarily because its products or services are inexpensive. Wal-Mart
and Cub Foods fit into this category; a project to help reduce inventories and, thereby, costs
would fit their competitive strategies.

4.3 Financial Projections

Financial considerations are often an important aspect of the project selection process,
especially during tough economic times. Three primary methods for determining the
projected financial value of projects include net present value analysis, return on investment,
and payback analysis.

4.3.1 Net Present Value Analysis

Net present value (NPV) analysis is a method of calculating the expected net monetary gain
or loss from a project by discounting all expected future cash inflows and outflows to the
present point in time.

An organization should consider only projects with a positive NPV if financial value is a key
criterion for project selection. This is because a positive NPV means the return from a project
exceeds the opportunity cost of capital— the return available by investing the capital
elsewhere.

For example, is it best to put money into Project A or Project B? Projects with higher NPVs
are preferred to projects with lower NPVs if all other factors are equal.

The figure below illustrates the NPV concept for two different projects. Note that this example
starts discounting right away in Year 1 and uses a 10% discount rate for both projects. You
can use the NPV function in Microsoft Excel to calculate the NPV quickly.
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Note that figure lists the projected benefits first, followed by the costs, and then the
calculated cash flow amount. Notice that the sum of the cash flow— benefits minus costs, or
income minus expenses— is the same for both projects at $ 5,000. The net present values
are different, however, because they account for the time value of money. Money earned
today is worth more than money earned in the future, primarily due to inflation. Project 1 had
a negative cash flow of $ 5,000 in the first year, whereas Project 2 had a negative cash flow
of only $ 1,000 in the first year.

Although both projects had the same total cash flows without discounting, these cash flows
are not of comparable financial value. NPV analysis, therefore, is a method for making equal
comparisons between cash flow for multiyear projects. Although this example shows both
projects having the same length, NPV also works for projects of different lengths.

A B ¥ D E F G
1 |Discount rate 109%
2
3 |PROJECT 1| YEAR 1 | YEAR 2 | YEAR 3 |YEAR 4 | YEAR 5 | TOTAL
4 |Benefits $0 | $2,000 | $3,000 | $4,000 | $5.000 | $14,000
5 |Costs $5,000 | $1,000 | $1,000 | $1,000| $1.000| $9,000
§ |Cash flow (5,000)| $1.000 | $2,000 | $3.000| sa.000 | $5,000
7 |[Npy——»$2,316
B Formula =npwib1,bé:f6)
9 Mote that totals
10 ||PROJECT 2| YEAR 1 | YEAR 2 | YEAR 3 | YEAR 4 | YEAR S | TOTAL |/ are equal, but
11 |Benefits $1,000 | $2,000 | $4,000 | $4,000 | $4.000 | $15.000 E;;Z;‘fﬂg?ﬁe
12 |Costs $2,000 | $2,000 | $2,000 | $2,000| $2,000| $10,000 ;

time value of

13 |Cash flow ($1,000) $0 | $2,000 | $2,000| s2,000 | $5,00 money
14 |nNpy———%$3,201
15 Formula =npvib1,b13:f13)
16 | |
17

There are some items to consider when calculating NPV. Some organizations refer to the
investment year(s) for project costs as Year 0 instead of Year 1 and do not discount costs in
Year 0. Other organizations start discounting immediately based on their financial
procedures; it is simply a matter of preference for the organization. The discount rate can
also vary, based on the prime rate and other economic considerations.

4.3.2 Return on Investment

Another important financial consideration is return on investment. Return on investment
(ROI) is the result of subtracting the project costs from the benefits and then dividing by the
costs.

For example, if you invest $100 today and next year your investment is worth $110, your
investment is worth $110, your ROl is ($110 — 100)/100, or 0.10 ( 10%).

Note that the ROI is always a percentage. It can be positive or negative. It is best to consider
discounted costs and benefits for multiyear projects when calculating ROI.
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You calculate the ROI as follows:
ROI = ( total discounted benefits — total discounted costs)/ discounted costs

The higher the ROI, the better. Many organizations have a required rate of return for
projects. The required rate of return is the minimum accept-able rate of return on an
investment. For example, an organization might have a required rate of return of at least 10%
for projects. The organization bases the required rate of return on what it could expect to
receive elsewhere for an investment of comparable risk.

4.3.3 Payback Analysis

Payback analysis determines how much time will lapse before accrued benefits overtake
accrued and continuing costs. Payback occurs in the year when the cumulative benefits
minus costs reach zero.

Payback analysis is another important financial tool to use when selecting projects. Payback
period is the amount of time it will take to recoup - in the form of net cash inflows - the total
dollars invested in a project. In other words, payback analysis determines how much time will
lapse before accrued benefits overtake accrued and continuing costs. Payback occurs in the
year when the cumulative benefits minus costs reach zero.

Discount rate 8%
Assume the project is completed in Year 0 Year

0 1 2 3| Total
Costs 140,000 40,000 40,000 40,000
Discount factor 1 0.93 0.86 0.79
Discounted costs 140,000) 37,200 34400 31,600 243,200
Benefits 0/ 200,000( 200,000| 200,000
Discount factor 1 0.93 0.86 0.79
Discounted benefits 0/186,000 /172,000 158,000 516,000

Discounted benefits - costs |(140,000)| 148 800| 137,600 126,400 272,800 «+—NPV
Cumulative benefits - costs [(140,000)| 8,800 146,400 272,800

ROI = 112% T
Payback in Year 1

The figure above shows how to find the payback period. The cumulative benefits minus costs
for Year 0 are ($ 140,000). Adding that number to the discounted benefits minus costs for
Year 1 results in $ 8,800. Because that number is positive, the payback occurs in Year 1.
Note that the year the project was undertaken in this example was called Year 0.
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Creating a chart helps illustrate more precisely when the payback period occurs.

The figure below charts the cumulative discounted costs and cumulative discounted benefits
each year using the numbers from the above figure. Note that the lines cross a little after
Year 1 starts (assuming the project was done in Year 0). The cumulative discounted benefits
and costs are equal to zero where the lines cross.

Payback

600,000

500,000 /L
400,000 /
Payback /./
$300,000 ~

200,000

100,000

L

Year

— - — Cumulative costs —— Cumulative benefits

4.4 Weighted Scoring Model

A weighted scoring model is a tool that provides a systematic process for selecting projects
based on many criteria. These criteria include such factors as meeting strategic goals or
broad organizational needs; addressing specific problems or opportunities; the amount of
time it will take to complete the project; the overall priority of the project; and the projected
financial performance of the project.

The first step in creating a weighted scoring model is to identify criteria important to the
project selection process. It often takes time to develop and reach agreement on these
criteria. Some possible criteria for projects include the following:

= Supports key business objectives

»= Has a strong internal sponsor

* Has strong customer support

= Uses a realistic level of technology

= Can be implemented in one year or less
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Next, you assign a weight to each criterion. Once again, determining weights requires
consultation and final agreement. These weights indicate how much you value each criterion
or how important each criterion is. You can assign weights based on percentage, and the
sum of all the criteria’s weights must total 100%. You then assign numerical scores to each
criterion (for example, 0 to 100) for each project. The scores indicate how much each

Sample weighted scoring model for project selection:

A

Criteria

Waeight

Project 1

Project 2

Project 4

Supports key business objectives

25%

a0

20

Has a strong intemal sponsor

15%

oo

20

Has a strong customer support

15%

o0

20

Usas a realistic level of tachnology

10%

a0

70

Can be implementaed in one year or ess

8%

20

20

Providas a positive NPV

20%

70

50

Has low risk in meeting scope, time, and cost goals

10%

50

o0

00| |® [ (] G| b=

Weighted Project Scores

100%

A EEI R R B

T8.5

)
3
~grﬁ

2|18|8|8|g|8]| 8|8«

41.5

13 -

Weighted Score by Project

14 Project 4

17 Project 3

18 7

19 Project 2

20 -

Project 1

0

20

40

60

80

1
100 [

45 Balanced Scorecard

A balanced scorecard is a methodology that converts an organization’s value drivers— such
as customer service, innovation, operational efficiency, and financial performance— to a
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series of defined metrics. Organizations record and analyze these metrics to determine how
well projects help them achieve strategic goals.

The Balanced Scorecard Institute, which provides training and guidance to organizations
using this methodology, quotes Kaplan and Norton’s description of the balanced score-card
as follows:

The balanced scorecard retains traditional financial measures. But financial measures tell the
story of past events, an adequate story for industrial age companies for which investments in
long-term capabilities and customer relationships were not critical for success. These
financial measures are inadequate, however, for guiding and evaluating the journey that
information age companies must make to create future value through investment in
customers, suppliers, employees, processes, technology, and innovation.

Visit www. balancedscorecard.org for more information on using this approach to project
selection.

Universal Motors CEQ Dashboard | @ LAYOUT | © SUBSCRIBE | QEDIT | @ MELP
Universal Motors Corporate > | @ unks Charts > | @ unks
1.0 Financial
Actual Target Core Product Profitability OQO
1.1 Increase Profitability of Core Products o
B Core Product Profitability 152% 140% °
150
1.2 lncrease Sales of Core Models
B4 Core Mode! Sates (000 §26981 §$27458 100
[ Core Model Market Share 285 % 0D5% 50
20 Customer o
; - Actual:  Tapget Oct2005 Nov2005 Dec2005  Jsn2006  Feb 2006
2.1 Increase Customer Satisfaction
2 Customer Satisfaction Ratings (MV) ] 0 [==Goai I Actusl SSWTO Actel e Trend Iy
[0 Customer Satisfaction Ratings (SE) VG E 4 good direction Giida ’
B Customer Satisfaction Ratings (TR) E
Core Model Sales (000 G
3.0 Internal Sadlothidsod Bt b s °Qo
Actual Target :
31 lmprove Plant Safety
IS Number of Plant Accidenls 14 15 27 500
27 400
3.2 Improve Wihzation of CRM System 00
B % of CRM Processes Adopted 85 % 85 % X
27 poo
33 Irffr(uve Product Laynch Effectiveness 2 ot + Nov 2005 it Mer
L] % of Launch Plans on Schedule 91 % 95 %
Goal W Actust W Trend Bl Benchmark ]
» I Stretch Goal [ Forecast
4.0 Learning and Growth
Actual Target good direction updated. 2/10/200¢
4.1 |mprove Employes Morale +o sdisidorilbolne
Y E S a:
L] Employee Satisfaction Suryey 85 a5
2 al Sedan Sales (00 ¢
I3 Employee Tumover 145 % 150 % SlobalSedan Sales ) o Q o

A

An example from Defense Finance and Accounting Service, “DFAS Strategic Plan,” Nov
2001:
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Mission: Provide FESFIOHSWE, professional finance and a-:::ounting services for the
people who defend America
GoaLs
_| CUSTOMER PERSPECTIVE
* Fully satizfy customer requirements * Improve client/customer satisfaction
VlSlON: and aggressively resolve proldems to

Best Value to our

customers

World-class provider of

finahce and accounting
SENices

deliver best value services

* Use performance metrics to drive
best business practices and achieve
high gquality results

= Optimize the mix of our military,
civilian, and contractor workforce

. Expand the use of competitive

FINAMCIAL PERSPECTIVE
* Reduce cost to the clientfcustomer

SoUrcing

Trusted, innovative
financial partner

* Establizh consultative relationships
with leaders

= Dediver business intelligence to
enable better decisions

INTERNAL PERSPECTIVE

* Improve and leverage quality
* Encourage innovation

* Deliver system solutions
* Ensure everyone is working towards e

+  One Organization, One the same vision and can connect

Identity | what they're doing to make the vision GROWTH & LEARNING
a reality PERSPECTIVE

* Enhance employes competence

*  Employer of choice, * Embrace continuouws lzaming for our

providing a progressive || workforce to ensure critical, high | * Increase employee satisfaction
and professional work 1 guality skill sets * Enhance ability to recruit and retain
environment DFAS talent

* Develop the next generation of
DFAS leadership

* Develop climate for action

4.6 Problems, Opportunities, and Directives

Another method for selecting projects is based on their response to a problem, an
opportunity, or a directive, as described in the following list:

= Problems are undesirable situations that prevent an organization from achieving its
goals. These problems can be current or anticipated. For example, users of an
information system might be having trouble logging on to the system or getting
information in a timely manner because the system has reached its capacity. In
response, the company could initiate a project to enhance the current system by adding
more access lines or upgrading the hardware with a faster processor, more memory, or
more storage space.

= Opportunities are chances to improve the organization. For example, an organization
could implement a project to train workers on important skills that will make the
organization more competitive.

= Directives are new requirements imposed by management, government, or some
external influence. For example, a college or university may have to meet a requirement
to not collect or use a student’s social security number.

Project Management O©ONORWEL AG

Page 34 of 123



Lucerne Universi ty of
Applied Sciences and Arts

HOCHSCHULE
LUZERN

Art & Design

Organizations select projects for any of these reasons. It is often easier to get approval and
funding for projects that address problems or directives because the organization must
respond to these categories of projects to avoid hurting the business.

For example, several years ago Exxon Corporation realized that it was losing $200,000 each
minute its motor fuel store point-of-sale system was down. Getting approval for a $7 million
project to re-engineer this critical system was approved and given high priority. Many
projects resulting from natural disasters, such as hurricanes and earthquakes, get quick
approvals due to their serious nature. Many problems and directives must be resolved
quickly, but managers must also consider projects that seek opportunities for improving the
organization.

4.7 Project Time Frame

Another approach to project selection is based on the time it will take to complete a project or
the date by which it must be done. For example, some potential projects must be finished
within a specific time period, such as projects that were done to meet Year 2000 issues. If
they cannot be finished by this set date, they can cause serious problems. Like-wise, if there
is a potential project that is only valid if it can be done by a certain time and there is no way
your organization can meet the deadline, it should not be considered. Some projects can be
completed very quickly— within a few weeks, days, or even minutes. However, even though
many projects can be completed quickly, it is still important to prioritize them.

4.8 Project Priority

Another method for project selection is the overall priority of the project. Many organizations
prioritize projects as being high, medium, or low priority based on the current business
environment. For example, if it were crucial to cut operating costs quickly, projects that have
the most potential to do so would be given a high priority. The organization should always
complete high-priority projects first, even if a low- or medium-priority project could be finished
in less time. Usually, there are many more potential projects than an organization can
undertake at any one time, so it is very important to work on the most important ones first. As
you can see, organizations of all types and sizes can use many approaches to select
projects. Many project managers have some say in which projects their organizations select
for implementation. Even if they do not, they need to understand the motive and over-all
business strategy for the projects they are managing. Project managers and team members
are often asked to justify their projects, and understanding many of these project selection
methods can help them to do so.

4.9 Project Approval

After a formal project selection process, the senior management has to approve the projects
and give the go-ahead.
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After a project is approved, senior managers should meet to accomplish the following tasks
to lay the groundwork for a project before it officially starts:

= Background: explain the business situation and challenges, assumptions and
constraints

= Objectives: outline scope, time, and cost constraints for the project

= Organization: identify the project sponsor and project manager

= Deliverables: reviews the process and sets expectations for the project

= Approval: by project sponsor and senior management

4.10Top Management Commitment

Without top management commitment, many projects will fail. Some projects have a senior

manager called a champion who acts as a key proponent for a project. Projects are part of

the larger organizational environment, and many factors that might affect a project are out of

the project manager’s control. Top management commitment is crucial for the following

reasons:

= Resources: Project managers need adequate resources. The best way to kill a project is
to withhold the required money, human resources, and/ or visibility for the project. If
project managers have top management commitment, they will also have adequate
resources and be able to focus on completing their specific projects.

= Unique Project Needs: Project managers often require approval for unique project
needs in a timely manner. For example, a project team might have unexpected problems
and need additional resources halfway through the project, or the project manager might
need to offer special pay and benefits to attract and retain key project personnel. With top
management commitment, project managers can meet these specific needs in a timely
manner.

= Politics: Project managers must have cooperation from people in other parts of the
organization. Because most projects cut across functional areas, top management must
help project managers deal with the political issues that often arise in these types of
situations. If certain functional managers are not responding to project managers’
requests for necessary information, top management must step in to encourage
functional managers to cooperate.

= Coach and Mentor: Project managers often need someone to mentor and coach them
on leader-ship issues. Many project managers come from technical positions and are
inexperienced as managers. Senior managers should take the time to pass on advice on
how to be good leaders. They should encourage new project man-agers to take classes
to develop leadership skills and allocate the time and funds for them to do so.

4.110rganizational Standards

Another problem in most organizations is not having standards or guidelines to follow that
could help in performing project management functions. These standards or guidelines might
be as simple as providing standard forms or templates for common project documents,
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examples of good project documentation, or guidelines on how the project manager should
perform certain tasks, such as holding a kick- off meeting or providing status information.

Top management must support the development of these standards and guidelines and
encourage or even enforce their use.

Some organizations invest heavily in project management by creating a project management
office or center of excellence. A project management office (PMO) is an organizational entity
created to assist project managers in achieving project goals. Some organizations develop
career paths for project managers. Some require that all project managers have some type
of project management certification and that all employees have some type of project
management training. The implementation of all of these standards demonstrates an
organization’s commitment to project management and helps them ensure project success.
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5 Project Initiation

The Initiation Phase is the first major phase in the project. In this phase a business problem
(or opportunity) is identified and a business case which provides various solution options is
defined. A feasibility study is then conducted to investigate the likelihood of each solution
option addressing the business problem and a final recommended solution is put forward.
Once the recommended solution is approved, a project is initiated to deliver the approved
solution. A Project Charter is completed, which outlines the objectives, scope and structure
of the new project..

The Initiation Phase is the first phase in the project.
1. Stakeholder Analysis: provides information on key stakeholders to help manage
relationships with them.

2. Business Case: a business problem (or opportunity) is identified and a business case
providing various solution options is defined.

3. Feasibility study: is conducted to investigate the likelihood of each solution option
addressing the business problem and a final recommended solution is put forward.

4. Project Charter is completed, which outlines the objectives, scope and structure of the
new project.

5. Preliminary Scope Statement is a document used to develop and confirm a common
understanding of the project scope.

5.1 Stakeholder Analysis

A stakeholder analysis provides information on key stakeholders to help manage
relationships with them. The type of information included in a stakeholder analysis includes
the following:

= Names and organizations of key stakeholders

Their roles on the project

Perceived attitudes and/or risks, unique facts about each stakeholder

Their level of interest in the project

Potential impact on project, their influence on the project

Stakeholder Management Strategy (Suggestions for managing relationships)
Responsibility

It is helpful to start preparing a stakeholder analysis during initiation and adding information
to it during the planning process.

How does a project manager identify key project stakeholders and find out more about them?
The best way is by asking around. There might be formal organizational charts or
biographies that can provide some information, but the main goal of the stakeholder analysis
is to help project managers manage relationships with key stakeholders.
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Because a stakeholder analysis often includes sensitive information, it should not be part of
the official project plans, which are normally available for all stakeholders to review. In many
cases, only project managers and a few other team members should be involved in preparing
the stakeholder analysis.

The figure below provides an example of a stakeholder analysis. It is important for project
managers to take the time to perform a stake-holder analysis of some sort to identify and try
to meet stakeholder needs and expectations. In addition, as new stakeholders are added to
the project and more information is provided, the analysis should be updated.

Stakeholder Analysis
July 3, 2009
Project Name: Just-In-Time Training Project
KEY STAKEHOLDERS
Mike Lucy Ron Ryan Mohamed Julia
Sundby Camarena Abdul Portman
Organization | VP of HR Training Senior HR | Senior VP of IT
director staff programmer/
member analyst
Role on Project Project Led the Project team Project
project champion SpONsor Phase 1 member steering
project comimittee
member
Unigue facts | Ouigoing, Very Old-timer; Excellent Thinks the
demanding, professional, | jealous that | technical skills, | company is
focuses on the | easy to work | he wasn't English his way behind in
big mcture; with but can | asked to second applying IT,
MBA with stretch out lead Phase | language, weak | especially for
emphasis on | discussions; | II project people skills, training; wary
organizational | Ph.D. in not excited of many
design education about a training | suppliers
project
Level of Wery high Very high High Medium High
interest
Level of Very high; Very high; Medium; he | High; needs High; people
influence can call the subject could strong IT listen to her at
shots matter sabotage the | support for steering
expert project project to commitiee
succeed meetings
Suggestions | Keep Make sure Ask Lucy to | Help him see Compliment
on informed, ask | she reviews | talkto him | the project's her a lot, ask
managing for advice as | work before | to avoid importance, for additional
relationship | often as showing to problems, encourage his IT support as
needed Managers ask him to creativity needed
be available
for advice
Influence / Interest Grid
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Once the key stakeholders are identified, plot their position on the grid below using the
following guidelines:

= High influence, interested people: these are the people you must fully engage and
make the greatest efforts with e.g. A head of department, who represents the
users/customers

= High influence, less interested people: provide sufficient information to these people
to ensure that they are up to date but not overwhelmed with data e.g. the Accountable
Body (Management Board or Operations Committee)

= Low influence, interested people: keep these people adequately informed, talk to
them to ensure that no major issues arise. These people can help with the detail of the
project e.g. End Users, other Project Managers, Business Community

= Low influence, less interested people: provide these people with minimal
communication to prevent boredom e.g. other departmental members, teams unaffected
by the change.

I
High KEEP SATISFIED MANAGE CLOSELY
INFLUENCE
MONITOR KEEP INFORMED
Low (MINIMUM EFFORT)
Low INTEREST High —

5.2 Business Case

A business case is a document that provides justification for investing in a project. Once a
business problem or opportunity has been identified, a Business Case is prepared.
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Typical information included in a business case includes the following:
= Introduction/Background

= Business Objective

= Current Situation and Problem/ Opportunity Statement
= Critical Assumptions and Constraints

= Analysis of Options and Recommendation

= Preliminary Project Requirements

» Budget Estimate and Financial Analysis

= Schedule Estimate

» Potential Risks

= Exhibits

5.3 Feasibility Study

At any stage during (or after) the development of a Business Case, a formal Feasibility Study

may be commissioned.

The purpose is to assess the likelihood of a particular solution option's achieving the benefits

outlined in the Business Case. The Feasibility Study will also investigate whether
» the forecast costs are reasonable

= the solution is achievable

= the risks are acceptable and/or

= any likely issues are avoidable.

In the example provided below, the likelihood of new technology delivering the required result

is very high, as it has been rated 9 out of 10. To come to this conclusion, a technology
prototype was created.

Solution Feasibility | Method used to determine feasibility

Component Rating

New Technology 9 A technology prototype was created to assess the solution
New People 8 A survey was completed to identify skill-set availability
New Processes 3 Processes within similar organizations were reviewed
New Assets 9 Physical assets were inspected

5.4 Project Charter
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A project charter is a document that formally recognizes the existence of a project and
provides a summary of the project’s objectives and management. It authorizes the project
manager to use organizational resources to complete the project.

Contents of a project charter will also vary to meet individual project needs. Typical
information included in a project charter includes the following:

Project Title and Date of Authorization

Project Manager: name and contact information

Start date/Finish Date of the project

Background: chart the current situation/problem, explain the necessity of the project
Objectives: briefly describe the main project objectives, the expected results at the end
of the project (quality/time/costs) and the requirements

Scope: outline clearly the boundaries of the project, define what is included and what is
not included

Budget/Cost: explain the cost calculation and estimates, and resources and funding
required to undertake the project

Approach: describe how the project objectives will be met, list important assumptions,
constraints to be considered, interdependencies to other projects or company activities,
reference to related documents

Approval: Have the project charter signed by the project sponsor, project manager and
related business managers

Comments: allow stakeholders to document important information they want to add

Because many projects fail because of unclear requirements and expectations, starting with
a project charter makes sense. If project managers are having difficulty obtaining support
from project stakeholders, for example, they can refer to what everyone agreed to in the
project charter. After the charter is completed, it is good practice to hold an official kick- off
meeting for the project.

Example of project charter:
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PROJECT NAME

| Project Owner | Name ‘ phone | e-mail ‘

| Project Manager | Name ‘ phone | e-mail ‘

General Information

Start Date End Date
Estimated Costs CHF Cost Center
Within Budget yes/no Cost Collector
Background

Chart the current situation/problem, explain the necessity of the project

Objectives
Briefly describe the main project objectives, the expected results at the end of the project
(qualitytimefcosts) and the requirements

Scope

Outline clearly the boundaries of the project, define what is included and what is not included

Costs

Explain the cost calculation and estimates, indicate resources and funding required to undertake the project

Approach

Descrbe how the project objectives will be met, list important assumptions, constraints to be considered,
interdependencies to other projects or company activities, reference to related documents

Approval

Name Role Position | Date Signature

Comments

Allow stakeholders fo document important information they want to add
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5.5 Preliminary Scope Statement

A scope statement is a document used to develop and confirm a common understanding of
the project scope. It describes in detail the work to be accomplished on the project and is an
important tool for preventing scope creep— the tendency for project scope to continually
increase. It is helpful to create a preliminary, or initial, scope statement during project
initiation so that the entire project team can start important discussions and work related to
the project scope.

Scope statements, like project charters, also vary by project type. As a minimum, a
preliminary scope statement should include:

= the product or service requirements and characteristic

= asummary of all major deliverables

= the project success criteria

The preliminary and subsequent scope statements should expand on information provided in
the business case and project charter. Many scope statements also refer to other
documents, such as specifications for particular products or relevant policies, procedures, or
standards. Project managers must decide what aspects of scope are most important to
define early in the project and document them in the preliminary scope statement. They
should also establish a process for ensuring that everyone agrees on project scope
throughout the project and a process for handling scope changes.

Sample section of preliminary scope statement:

Preliminary Scope Statement

Project Name: Just-In-Time Training Project

Product Characteristics and Requirements

1. Supplier management training: The supplier management director estimates the need
to train at least 100 employees each year in supplier management. There should be
three levels of courses: an executive course, an introductory course, and an advanced
course. Course materials should be developed as a joint effort among internal experts,
outside training firms, and key suppliers. A partnership should be developed to
maximize the effectiveness of the training and minimize development costs. Different
delivery methods should be explored, including instructor-led, CD-ROM, and Web-
based.

2. Negotiating skills training: Employees from supplier management and other
departments would benefit from this training. There should be several courses offered,
including a basic course, a course tailored to negotiating contracts, and a course
tailored to international negotiations.

Deliverables:

Supplier management training:

1. Needs assessment: A study will be conducted to determine the learning objectives for
the executive, introductory, and advanced courses. Study results will be documented in
a report about 20-30 pages long.

2. Research of existing training: A short study will identify current training courses and
materials available. Study results will be documented in a report about 10—20 pages
long, plus attachments and references.

Project Management ONORWEL AG Page 44 of 123



Lucerne University of
Applied Sciences and Arts

HOCHSCHULE
LUZERN

Art & Design

3. Partnerships: Partnership agreements will be made to get outside training
organizations and suppliers to work on developing and providing training. The legal
department will assist in developing these partnerships.

4. Course design and development.

5. Pilot course.

Etc.

Project Success Criteria:

Our sponsor has stated that the project will be a success if the new training courses are all
available within one year, if the average course evaluations are at least 3.0 on a 1-5 scale,
and if the company reduces its training costs per employee by 10 percent each year.

How the customer How the project- How the analyst How the program- How the sales
explained it leader understood it designed it mer wrote it described it

How the project What operations How the customer How it was What the customer
was documented installed was billed supported really wanted!!!

5.6 Lessons Learned

Obtain formal and written approval for project order:
= Management needs to be made aware that also the planning phase needs time to have a
good reliable scope, budget, timeline at the end of the planning phase.
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» Things that are clarified during the initiation phase are mainly high level business
requirements and high level efforts.

Define simple, clear and measurable objectives:

= At the end of the initiation phase, business case and project order should be understood
by all stakeholders, so the project team can work on potential solutions and in the
planning Phase.

Calculate savings for each objective:

= This should be done wherever possible because it proves the cost-effectiveness of the
project.

= The calculation can be done as a ROI calculation and should be driven by the business if
it is a business project.

Make the line-manager responsible for the objectives:

= |tis the line-managers’ task to set up the objectives for the projects concerning their
department since they need to assume ownership of the project and usually have the
highest level of expertise in their departments.
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6 Planning

6.1 Introduction

Many people have heard the following sayings:

= |f you fail to plan, you plan to fail

= If you don’t know where you’re going, any road will take you there
=  What gets measured gets managed.

All of these sayings emphasize the fact that planning is crucial to achieving goals. Successful
project managers know how important it is to develop, refine, and follow plans to meet
project goals, and they know how easy it is to become sidetracked if they do not have good
plans to follow. They also know that people are more likely to perform well if they know what
they are supposed to do and when.

6.1.1 Project Planning Should Guide Project Execution

Planning is often the most difficult and unappreciated process in project management. Often,
people do not want to take the time to plan well, but theory and practice show that good
planning is crucial to good execution. The main purpose of project planning is to guide
project execution. To guide execution, plans must be realistic and useful, so a fair amount of
time and effort must go into the project planning process.

The table below shows an example of projects results versus project cost:

Project costs

~100%

h r

100%

50% —- 50%

204, 10% 23% 34% 31%

. i Blueprint Realization Launch i
Initiation Planning Executing losing
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6.1.2 Summary of Planning Tasks and Outputs

You can consider many of these planning tasks as following a chronological order, especially
for the scope, time, and cost tasks. You need to plan the project scope and determine what
activities need to be done before you can develop a detailed project schedule. Likewise, you
need a detailed project schedule before you can develop a cost baseline. Of course, human
resource planning and appointment to the project team must also be accomplished at the
start of a project as part of project human resource management.

Planning outputs for project integration, scope, time, and cost management:

Integration management

= Team contract
*= Project management plan

Scope management

= Scope management plan

= Scope statement

=  Work breakdown structure (WBS)
=  WABS dictionary

Time management

= Activity list and attributes

» Milestone list

= Network diagram (showing activity dependencies)
= Activity resource requirements

= Activity duration estimates

» Project schedule (in Gantt chart format)

Cost management

= Cost estimate
= Cost baseline

Quality management
outputs

= Quality management plan

» Project dashboard

= Quality metrics descriptions
= Quality checklist

Human resouces output

» Project organizational chart

» Responsibility assignment matrix
= Resource histogram

= Staffing management plan

Communications
management output

= Communications management plan
= Project Web site

Risk management output

* Risk management plan

= Probability/ impact matrix

» Risk register

» Risk-related contractual agreements

Procurement management
output

= Make-or-buy analysis

* Procurement management plan
» Requests for proposal/quote

= Contract statement of work

= Supplier evaluation matrix

Project Management
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6.2 Integration Management

Project integration management involves coordinating all the project management knowledge
areas throughout a project’s life span. The main planning tasks performed as part of project
integration management include creating a team contract and developing the project
management plan.

6.2.1 Team Contracts

Team contracts help to promote teamwork and clarify team communications. After core
project team members have been selected, they meet to prepare a team contract.

The process normally includes reviewing a template and then working in small groups of
three to four people to prepare inputs for the team contract. Creating smaller groups makes it
easier for everyone to contribute ideas. Each group then shares their ideas on what the
contract should contain, and then they work together to form one project team contract.

The project manager should attend the meeting and act as a coach or facilitator, observing
the different personalities of team members and seeing how well they work together. It is
crucial to emphasize the importance of the project team throughout the project’s life cycle.
The team contract should provide the groundwork for how the project team will function.

A team contract may include following points:
= Code of conduct
= Participation
= Communication
= Problem solving
=  Meeting guidelines

Everyone involved in creating the team contract should sign it. As new project team
members are added, the project manager should review ground rules with them and have
them read and sign the contract as well.

Team Contract October 4, 2009

Project Name: De Sign

Project Team Members’ Names and Sign-Off:
= Peter Miller

= Patrick Kostner

=  Ann McGliver

= Kijan Chandler

Code of Conduct: As a project team, we will:

=  Work proactively anticipating potential problems and preventing their occurrence.
= Keep other team members informed of information related to the project.

= Focus on what is best for the entire project team.

Participation: We will:
= Be honest and open during all project activities.
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» Provide the opportunity for equal participation.

= Be open to new approaches and consider new ideas.

= Let the project manager know well in advance if a team member has to miss a meeting
or may have trouble meeting a deadline for a given task.

Communication: We will:

= Keep discussions on track and have one discussion at a time.

= Use the telephone, e-mail, a project Web site, instant messaging, and other technology
to assist in communicating.

= Have the project manager or designated person facilitate all meetings and arrange for
phone and videoconferences, as needed.

= Work together to create the project schedule and related information and enter actuals,
issues, risks, and other information into our enterprise project management system by
4 p.m. every Friday.

Problem Solving: We will:

= Only use constructive criticism and focus on solving problems, not blaming people.
= Strive to build on each other's ideas.

»= Bring in outside experts when necessary.

Meeting Guidelines: We will:

= Plan to have a face-to-face meeting of the entire project team every Tuesday morning.

= Arrange for telephone or videoconferencing for participants as needed.

= Hold other meetings as needed.

= Develop and follow an agenda for all meetings.

= Record meeting minutes and send them out via e-mail within 24 hours of all project
meetings, focusing on decisions made and action items and issues from each meeting.

6.2.2 Project Plan

A project management plan is a document used to coordinate all project planning documents
and to help guide a project’s execution and control. Plans created in the other knowledge
areas are subsidiary parts of the overall project management plan. Project management
plans facilitate communication among stakeholders and provide a baseline for progress
measurement and project control.

A baseline is a starting point, a measurement, or an observation that is documented so that it
can be used for future comparison. The project management plan briefly describes the
overall scope, time, and cost baselines for the project. Specific plans in each of those
knowledge areas provide more detailed baseline information. For example, the project
management plan might provide a high-level budget baseline for the entire project, whereas
the cost baseline prepared as part of the project cost management knowledge area provides
detailed cost projections by WBS by month.

Project management plans should be dynamic, flexible, and receptive to change when the
environment or project changes. These plans should greatly assist the project manager in
leading the project team and assessing project status. Just as projects are unique, so are
project plans. For a small project involving a few people over a couple of months, a project
charter, team contract, scope statement, and Gantt chart might be the only project planning
documents needed; there would not be a need for a separate project management plan. A
large project involving 100 people over three years would benefit from having a detailed
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project management plan and separate plans for each knowledge area. It is important to
tailor all planning documentation to fit the needs of specific projects. Because all project
plans should help guide the completion of the particular project, they should be only as
detailed as needed for each project.

There are common elements to most project management plans, as follows:

Project Title and Date of Authorization

Background: chart the current situation/problem, explain the necessity of the project
Objectives: briefly describe the main project objectives, the expected results at the end
of the project (quality/time/costs) and the requirements

Scope: outline clearly the boundaries of the project, define what is included and what is
not included

Timeline: indicate the project start/end date, sketch the project phases, milestones and
deliverables per milestone.

Cost: explain the cost calculation and estimates, and resources and funding required to
undertake the project

Project Organization: Define the project structure, roles and responsibilities, time
commitment of the team members

Approach: description of how the project objectives will be met, list of important
assumptions, constraints to be considered, interdependencies to other projects or
company activities, references to related documents

Benefit: What is the improvement potential and the benefit to cost relation of the project?
Quality management: name meeting frequency, reporting structure, project reviews,
verification, validation, etc

Risks management: list critical success factors of the project; reflect on issues,
assumptions and constraints

Approval: Have the project charter signed by the project sponsor, project manager and
related business managers

Comments: allows stakeholders to document important information they want to add
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6.3 Scope Management

Project scope management involves defining and controlling what work is or is not included
in a project. The main planning tasks performed as part of project scope management
include:

= scope planning

= scope definition

= creating the WBS

The main documents produced are a
* scope management plan

* scope statement

= WBS

= WABS dictionary

6.3.1 Scope Planning and the Scope Management Plan

A project’s size, complexity, importance, as well as other factors affects how much effort is
spent on scope planning. The main output of scope planning is a scope management plan,
which is a document that includes:

= descriptions of how the team will prepare the scope statement

= create the WBS

= verify completion of the project deliverables

= control requests for changes to the project scope

Key inputs to the scope management plan include:

= project charter

= preliminary scope statement

= current project management plan

= policies and procedures related to scope management
= historical information about previous projects

= environmental factors, such as marketplace conditions

6.3.2 Scope Definition and the Scope Statement

Good scope definition is crucial to project success because it helps

= improve the accuracy of time, cost, and resource estimates

= defines a baseline for performance measurement and project control
» aids in communicating clear work responsibilities

Work that is not included in the scope statement should not be done. The main techniques
used in scope definition include analyzing products, identifying alternative approaches to
doing the work, understanding and analyzing stakeholder needs, and using expert judgment.
The main out-put of scope definition is the scope statement.

As described in the initiation phase, the project team develops a preliminary scope
statement. The preliminary project scope statement should provide basic scope information,
and subsequent scope statements should clarify and provide information that is more
specific. Although contents vary, scope statements should include, at a minimum:
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= description of the project, including its overall objectives and justification

= detailed descriptions of all project deliverables

= characteristics and requirements of products and services produced as part of the project

* project success criteria

= referencing supporting documents, such as product specifications and corporate policies,
which often affect how products or services are produced

As more information becomes available and decisions are made related to project scope -
such as specific products that will be purchased or changes that have been approved - the
project team should update the project scope statement.

An up-to-date project scope statement is an important document for developing and
confirming a common understanding of the project scope. It describes in detail the work to be
accomplished on the project and is an important tool for ensuring customer satisfaction and
preventing scope creep.

Scope Statement

Project Title: Training Project

Project Justification

Strategic planning initiatives identified the opportunity to improve productivity and reduce
costs by changing Global Construction's approach to internal training. The project team will
develop a new training program that provides just-in-time training to employees on key
topics, including supplier management, negotiating skills, project management, and
software applications.

Product Characteristics and Requirements

1. Supplier management training: The supplier management director estimates the need
to train at least 100 employees each year in supplier management. There should be
three levels of courses: an executive course, an introductory course, and an advanced
course. Course materials should be developed as a joint effort among internal experts,
outside training experts, if needed, and key suppliers. This training must be tailored to
meet business needs. A partnership might be developed to maximize the effectiveness
of the training and minimize development costs. Different delivery methods should be
explored, including instructor-led, CD-ROM, and Web-based. About half of employees
would prefer an instructor-led approach, and about half would prefer a self-paced
course they could take at their convenience.

2. Negotiating skills training: Employees from supplier management and other
departments would benefit from this training. There should be several courses offered,
including a basic course, a course tailored to negotiating contracts, and a course
tailored to international negotiations. Different delivery methods should be explored,
including instructor-led, CD-ROM, and Web-based.

Deliverables

Project Management-Related Deliverables: Team contract, project management plan,

scope management plan, scope statement, WBS, etc.

Product-Related Deliverables:

1. Supplier management training:

1.1. Needs assessment: A study will be conducted to determine the learning objectives for
the executive, introductory, and advanced courses. A detailed survey will be included
as part of the study. One survey will be done to assess all training needs (i.e. supplier
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management, negotiating skills, etc.). Results will be documented in a report about 20-
30 pages long and provided in hard copy and presentation format to all project
steering committee members. Results will also be stored on the project Web site.

1.2. Research of existing training: A study will be done to identify current training courses
and materials available. Study results will be documented in a report about 10-20
pages long, plus attachments and references. This report will be provided in hard copy
format to all project steering committee members and stored on the project Web site.

1.3. Partnerships: Partnership agreements will be explored to get outside training
organizations and suppliers to work on developing and providing training. Product
descriptions or descriptions of current courses provided that could meet our training
needs will be documented. The legal department will assist in delivering these
partnerships.

1.4. Course development: Appropriate materials will be developed for each course.
Materials could take various formats, including written, video, CD-ROM, and Web-
based. Materials should include interactivity to keep learners engaged. Stakeholders
from related departments will be actively involved in reviewing the new course
materials.

1.5. Pilot course: A pilot course will be provided for the introductory supplier management
course. Feedback from the pilot course will be incorporated into future courses.
Instructor-led classes will initially be designed for 20 participants. Changes to this
number might be made as needed.

2. Negotiating skills training:

2.1. Needs assessment: A study will be conducted to determine the learning objectives for
the basic negotiations, contract negotiations, and international negotiations courses.

2.2. Research of existing training: A study will be done to identify current training courses
and materials available.

Project Success Criteria

Our sponsor has stated that the project will be a success if the new training courses are all
available within one year, if the average course evaluations are at least 3.0 on a 1-5 scale,
and if the company recoups the cost of the project in reduced training costs within two
years after project completion.

6.3.3 Creating the Work Breakdown Structure

A work breakdown structure (WBS) is a deliverable-oriented grouping of the work involved in
a project that defines the total scope of the project. In other words, the WBS is a document
that breaks all the work required for the project into discrete tasks, and groups those tasks
into a logical hierarchy.

Because most projects involve many people and many different deliverables, it is important
to organize and divide the work into logical parts based on how the work will be performed.
The WBS is a foundation document in project management because it provides the basis for
planning and managing project schedules, costs, resources, and changes. Because the
WBS defines the total scope of the project, some project management experts believe that
work should not be done on a project if it is not included in the WBS. Therefore, it is crucial to
develop a good WBS.

A WBS is often depicted in a graphical format, similar to an organizational chart. The name
of the entire project is the top box, called level 1, and the main groupings for the work are
listed in the second tier of boxes, called level 2. This level numbering is based on PMI’s
Practice Standard for Work Breakdown Structure, Second Edition (2006). Each of those
boxes can be broken down into subsequent tiers of boxes to show the hierarchy of the work.
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Project teams often organize the WBS around project products, project phases, or other
logical groupings. People often like to create a WBS in a graphical format first to help them
visualize the whole project and all of its main parts. You can also show a WBS in tabular
form as an indented list of tasks showing the groupings of the work. Note that the term “ task”

is used to describe each level of work in the WBS.

For example, in the figure below, the following items can be referred to as tasks: the level 2
item called Concept, the level 3 item below that called Define Requirements, and the level 4
item below that called Define User Requirements. Tasks that are decomposed into smaller

tasks are called summary tasks.

Intranet
Level 1 - Entire Project project
Level 2 C ¢ Web site Web site S "
et 4 design development Rotout 2
Chart
form Evaluate Define Define Define Develop Brief Web
Level 3 current | requirements specific risks & risk | project plan | development
systems functionality | management team
approach
Level 4 Define user Define content Define system Define server
requirements requirements requirements nEr
requirements

Tabular form with Microsoft Project Numbering

1.0 Concept
1.1 Evaluate current systems
1.2 Define requirements
1.2.1 Define user requirements
1.2.2 Define content requirements
1.2.3 Define system requirements
1.2.4 Define server owner requirements
1.3 Define specific functionality
1.4 Define risks and risk management
approach
1.5 Develop project plan
1.6 Brief Web development team
2.0 Web site design
3.0 Web site development
4.0 Roll out
5.0 Support

Tabular form with PMI Numbering

1.1 Concept
1.1.1 Evaluate current systems
1.1.2 Define requirements
1.1.2.1 Define user requirements
1.1.2.2 Define content requirements
1.1.2.3 Define system requirements
1.1.2.4 Define server owner requiremer
.3 Define specific functionality
.4 Define risks and risk management
approach
1.1.5 Develop project plan
1.1.6 Brief Web development team
1.2 Web site design
1.3 Web site development
1.4 Roll out
1.5 Support

11
1.1

The lowest level of the WBS is level 4. A work package is a task at the lowest level of the
WBS. In above figure, tasks 1.2.1, 1.2.2, 1.2.3, and 1.2.4 based on numbering on the left are
work packages. The other tasks would probably be broken down further. However, some
tasks can remain at a level 3 in the WBS. Some might be broken down to level 5 or 6,

depending on the complexity of the work.

It also represents the level of work that the project manager monitors and controls. You can
think of work packages in terms of accountability and reporting. If a project has a relatively
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short time frame and requires weekly progress reports, a work package might represent work
completed in one week or less. On the other hand, if a project has a very long time frame
and requires quarterly progress reports, a work package might represent work completed in
one month or more. A work package might also be the procurement of a specific product or
products, such as an item or items purchased from an outside source.

Nevertheless, it is very difficult to create a good WBS. To create a good WBS, you must
understand both the project and its scope, and incorporate the needs and knowledge of the
stakeholders.

Many people confuse tasks on a WBS with specifications. Tasks on a WBS represent work
that needs to be done to complete the project.

6.3.4 Approaches to Developing Work Breakdown Structures

Because it is difficult to create a good WBS, this section describes several approaches you

can use to develop them. These approaches include:

= Using guidelines: follow firms guidelines for developing a WBS

= Analogy approach: use a similar project's WBS as a starting point

= Top-down approach: start with the largest items of the project and break them into their
subordinate items.

= Bottom-up approach: aggregate specific tasks and organize them into summary
activities, or higher levels in the WBS

= Mind-mapping approach: use mind mapping to help develop WBSs

Work Breakdown Structure (WBS) for a Training Project

1. Initiating
1.1. Prepare stakeholder analysis
1.2. Prepare business case
1.3. Create project charter
1.4. Hold project kick-off meeting
1.5. Develop preliminary scope statement
2. Planning
2.1. Project integration management
2.1.1. Create team contract
2.1.2. Develop project management plan
2.2. Project scope management
2.2.1. Develop scope statement
2.2.2. Create WBS and WBS dictionary
2.3. Project time management
2.4. Project cost management
2.5. Project quality management
2.6. Project human resources management
2.7. Project communications management
2.8. Project risk management
2.9. Project procurement management
3. Executing
3.1. Course design and development
3.1.1. Supplier management training
3.1.1.1. Needs assessment
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3.1.1.1.1. Develop survey
3.1.1.1.2. Administer survey
3.1.1.1.3. Analyze survey results
3.1.1.2. Research of existing training
3.1.1.3. Partnerships
3.1.1.3.1. Research potential partners for providing training
3.1.1.3.2. Meet with potential partners
3.1.1.3.3. Develop partnership agreements
3.1.1.4. Course development
3.1.1.4.1. Develop executive course
3.1.1.4.2. Develop introductory course
3.1.1.4.3. Develop advanced course
3.1.1.5. Pilot course
3.1.1.5.1. Plan pilot course
3.1.1.5.2. Hold pilot course
3.1.1.5.3. Prepare report on pilot course
3.1.1.5.4. Review results of pilot course
3.1.2. Negotiating skills training
3.1.3. Project management training
3.1.4. Software applications training
3.2. Course administration
3.3. Course evaluation
3.4. Stakeholder communications
3.4.1. Communications regarding project and changes to training
3.4.1.1. Prepare e-mails, posters, memos, and other information
3.4.1.2. Plan and hold meetings
3.4.1.3. Prepare information for the corporate intranet
3.4.2. Communications regarding productivity improvements
4. Monitoring and controlling
5. Closing

6.3.5 Creating the WBS Dictionary

A WBS dictionary is a document that describes WBS tasks in detail. The format of the WBS
dictionary can vary based on project needs. It might be appropriate to have just a short
paragraph describing each work package. For a more complex project, an entire page or
more might be needed for the work- package descriptions. Some projects might require that
each WBS item describe the responsible person or organization, resource requirements,
estimated costs, and other information. Other projects might not require a WBS entry for

every single WBS task.
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6.4 Time Management

Project time management involves the processes required to ensure timely completion of a
project. The main planning tasks performed as part of project time management are:
Activity definition

Activity sequencing

Activity resource estimating

Activity duration estimating

Project schedule

agrwdE

The main documents produced are:
= activity list and attributes

* milestone list

= network diagram

= activity resource requirements

= activity duration estimates

= project schedule

6.4.1 Activity Definition

Activity definition consists of clearly defining all the activities needed to perform a project.
The goal of the activity definition process is to ensure that project team members have a
complete understanding of all the work they must do as part of the project scope so that they
can start scheduling the work.

The activity list is a tabulation of activities to be included on a project schedule. The list
should include the activity name, an activity identifier or number, and a brief description of
the activity.

The activity attributes provide schedule-related information about each activity, such as
predecessors, successors, logical relationships, leads and lags, resource requirements,
constraints, imposed dates, and assumptions related to the activity. The activity list and
activity attributes should be in agreement with the WBS.

A milestone is a significant event on a project. It often takes several activities and a lot of
work to complete a milestone, but the milestone itself is like a marker to help in identifying
necessary activities. There is usually no cost or duration associated with a milestone.

Milestones and the following project phase sign-off enforce project control checks in scope,
processes, time, cost and quality.
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6.4.2 Activity Sequencing

After defining project activities, the next step in project time management is activity
sequencing. A dependency or relationship relates to the sequencing of project activities or
tasks. For example, does a certain activity have to be finished before another one can start?
Can the project team do several activities in parallel? Can some overlap?

Determining these relationships or dependencies between activities has a significant impact
on developing and managing a project schedule.

Network Diagrams

Network diagrams are the preferred technique for showing activity sequencing. A network
diagram is a schematic display of the logical relationships among, or sequencing of, project
activities. Some people refer to network diagrams as PERT charts.

Airplane Design Process

Example of a PERT chart (ET = estimated time, LT = latest time):
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Program Evaluation and Review Technique (PERT) is a network analysis technique used to
estimate project duration when there is a high degree of uncertainty about the individual
activity duration estimates. By using the PERT weighted average for each activity duration
estimate, the total project duration estimate accounts for the risk or uncertainty in the
individual activity estimates. To use PERT, you calculate a weighted average for the duration
estimate of each project activity using the following formula:

PERT weighted average = (optimistic time + 4xmost likely time +pessimistic time) /6

6.4.3 Activity Resource Estimating

Before you can estimate the duration for each activity, you must have a good idea of the
guantity and type of resources (people, equipment, and materials) that will be assigned to
each activity. Important questions to answer in activity resource estimating include the
following:

»= Does the organization have appropriate people, equipment, and materials available for
performing the work?

Are there any organizational policies that might affect the availability of resources?
Does the organization need to acquire more resources to accomplish the work?
Would it make sense to outsource some of the work?

Will outsourcing increase or decrease the amount of resources needed and when they
will be available?

6.4.4 Activity Duration Estimating

After working with key stakeholders to define activities, determine their dependencies, and
estimate their resources, the next process in project time management is to estimate the
duration of activities. It is important to note that duration includes the actual amount of time
spent working on an activity plus elapsed time. For example, even though it might take one
workweek or five workdays to do the actual work, the duration estimate might be two weeks
to allow extra time needed to obtain outside information or to allow for resource availability.

6.4.5 Project Schedule

The ultimate goal of schedule development is to create a realistic project schedule that
provides a basis for monitoring project progress for the time dimension of the project. Project
managers must lead their teams in creating realistic schedules and then following them
during project execution.

The main project schedule is often displayed in the form of a Gantt chart. Gantt charts
provide a standard format for displaying project schedule information by listing project
activities and their corresponding start and finish dates in a calendar format.
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Lessons Learned on Project Schedule:

» The project schedule is one of the most significant progress-controlling tools for the
project team as well as for the project manager. It is the script for the whole project.

= The project schedule must be comprehensive, with no tasks omitted. If important tasks
are overlooked, even the best progress control becomes worthless.

» The implementation schedule has to be updated regularly to provide a good project
progress overview.

6.4.6 Critical Path Analysis

Many projects fail to meet schedule expectations. Critical path method (CPM) - also called
critical path analysis - is a network diagramming technique used to predict total project
duration. This important tool will help you combat project schedule overruns.

A critical path for a project is the series of activities that determine the earliest time by which
the project can be completed. It is the longest path through the network diagram and has the
least amount of slack or float. Slack or float is the amount of time an activity may be delayed
without delaying a succeeding activity or the project finish date.

The longest path or the path containing the critical tasks is what is driving the completion
date for the project.
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Note: Assume all durations are in days.

Path 1: A-D-H-J Length = 1+4+6+3 = 14 days
Path 2: B-E-H-J Length = 2+5+64+3 = 16 days
Path 3: B-F-J Length = 2+4+3 = 9 days

Path 4: C-G-1-J Length = 3+6+2+3 = 14 days

Because the critical path is the longest path through the network diagram, Path 2,
B-E-H-J, is the critical path for Project X.

6.4.7 Lessons Learned

Make sure the project schedule covers all necessary tasks:
= The project schedule is the progress monitoring tool and the script for the project.
= Missing tasks may impact negatively on the project.

Use expert knowhow when creating the schedule:

= An experienced expert is probably the best source of knowledge necessary when
estimating the duration of activities on the schedule.Use consultants when creating the
schedule:

Plan sufficient contingency into the schedule:
= Flexibility is required to cover unforeseeable events which commonly occur.
= A shortage of time weakens and ultimately endangers the project.

Plan democratic, execute directive:

= Setting targets is a collaborative process between the project manager and the project
team.

» Thereafter, performance can be judged against the team’s own criteria.

Take holidays and absences into account when planning:

= Holidays, whether personal, public or religious, along with issues such as plant closure,
are often overlooked in the planning process, but have potentially serious implications for
deadlines.

Keep the planning simple and non-bureaucratic:
» The planning tools must serve their purpose without being unnecessarily complex .
= |f they are over-bureaucratic they may hinder the project progress and stifle creativity.
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6.5 Cost Management

Project cost management includes the processes required to ensure that a project team
completes a project within an approved budget. The main planning tasks performed as part
of project cost management:

= cost estimating: involves developing an approximation or estimate of the costs of the
resources needed to complete a project

= cost budgeting. involves allocating the overall cost estimate to individual tasks over time
to establish a baseline for measuring performance.

A large percentage of total project costs are often labor costs. Many organizations estimate
the number of people or hours they need for major parts of a project over the life cycle of the
project. They also determine the labor rate to apply based on the category of labor.

Kosten
1 = T
With Milestones Without
and Sign-off Milestones
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6.5.1 Cost Estimation Tools and Techniques

As you can imagine, developing a good cost estimate is difficult. Fortunately, several tools
and techniques are available to assist in creating them. Three commonly used techniques for
creating estimates include the following:
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1. Analogous estimates, also called top-down estimates, use the actual cost of a

previous, similar project as the basis for estimating the cost of the cur-rent project. This
technique requires a good deal of expert judgment and is gen-erally less costly than
others are, but it can also be less accurate. Analogous estimates are most reliable when
the previous projects are similar in fact, not just in appearance.

Bottom-up estimates involve estimating individual activities and summing them to get a
project total. The size of the individual activities and the experience of the estimators
drive the accuracy of the estimates. If a detailed WBS is available for a project, the
project manager could have each person responsible for a work package develop his
own cost estimate for that particular work package. The project manager would then add
all of the cost estimates to create cost estimates for each higher- level WBS item and
finally for the entire project. This approach can increase the accuracy of the cost
estimate, but it can also be time intensive and, therefore, expensive to develop.

Parametric modeling uses project characteristics (parameters) in a mathematical model
to estimate project costs. A parametric model might provide an estimate of $5 per square
foot for flooring, for example, based on the type of flooring, total square feet required, and
location of the job. Parametric models are most reliable when the historical information
used to create the model is accurate, the parameters are readily quantifiable, and the
model is flexible in terms of the size of the project.

Sample cost estimate:
Assumptions:

Internal labor rates include benefits and overhead.

Average hourly rates are based on skill levels and departments of stakeholders.
External labor rates are based on historical averages; may change as contracts are
awarded.

Non- labor costs include purchasing licenses for using training materials, books, CD/
ROMs, travel expenses, etc.

Non- labor costs may change as contracts are awarded. Reserves are calculated by
taking 10% of the total estimate.

o s s ke g o 53
Internall $/hour] Internal] External] $/hour| External Total | Non-labor § | Total Cost
WBS Categories Labor $ Total Labor $ Total Labor|

1. Initiating 2001 % 65]%$13,000 $ - $ 13,000 $ 13,000
2. Planning 6001 % 60] $36,000 $ 36,000 36,000

3. Exscuting b - 3 - -

3.1 Course design and development - - - -
3.1.1 Supplier management training 600 501 $36.000 600]$150] $90.0001$126,000 5 100.000| $ 226,000
3.1.2 MNegotiating skills training 300]% 55] $16,500 300] $ 150] $45.000]% 61,500l $ 50,000] % 111,500
3.1.3 Project management training 400 60 $24,000 400| $ 150| $60,000| % 84,000l $§ 50,000] % 134,000
3.1.4 Software applications training 4001 % 60] $24,000 400] $ 150] $60,000] % 84,0001 & 50,000] % 134,000
3.2 Course administration 40013 551%$22.000 300| $ 250 $75.000]% 97.000] $ 80.000] % 177,000
3.3.Course evaluation 300 55 16.500 - $ 16.500 16,500
3.4 Stakeholder communications 300 55 16,500 $ 16,500 16,500
4. Monitoring and Controlling 500 55 27.500 $ 27.500 27,500
5. Closing 200 55 11,000 $ 11,000 11,000
Subtotal 803,000
Reserves 3 - £ - 3 - 90.300.0
Total 4.200 243.000 2.000 330.000] 573.000 330.000 SQQSiEDD

6.5.2 Cost Budgeting

Project cost budgeting involves allocating the project cost estimate to tasks over time.
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The main goal is to produce a cost baseline. A cost baseline is a time-phased budget that
project managers use to measure and monitor cost performance. Estimating costs for each
major project activity over time provides project managers and top management with a
foundation for project cost control using earned value management.

Sample cost baseline:

I Montn
| | 1 2 3 4 5 [] Fi ] Cll 10| 11 12|Total Cost
Ci ores
. Inftating 13,000 13,000
. Planning 6,000 | 16,000 | 8,000 1,000 1,000 1,000 1,000 | 1,000f 1,000 36,000
E. Executing = = = -
3.1 Course design and devalopment - - -
3.1.1 Suppiller manggamemtra]nlrg 5,000 ) 73,667 | 73,667 73,657 226,000
3.1.2 MNegotiating sklls tralning 5000 ) 35500 35,500 35500 111,600
3.1.3 Project managemeant training 5,000 ) 43,000 | 43,000 43,000 134,000
3.1.4 Softwara applications ralning 5,000 ) 43,000 | 43,000 43,000 134,000
3.2 Courss administration 17,000 | 53,333 | 53,333 | 53333 177,000
3.3.Courss avaluation 3,000 3,000 ) 3,000 7,500 16,500
3.4 Stakaholder communications 1,600 1,500 1,500 1,500 1,500 1,600 1,500 1,600 1,500 1,600 1,500 16,500
K. Monitoring and Controlling 1,000 | 2000) 2000 2,000 3,000 3,500 | 3000) 3.000[ 2000 3,000) 2003] 1,000 27,500
. Closing go00] 3000 % 11,000
ubtotal 903,000
Resarves” - - B 00,300 | & 00,500
tal 20,000 | 19,500 ) 31,500 | 198667 | 200667 | 218167 | 61,833 | &1,833 | 60833 | 12000] 11,500 ) 95800 | 993,300
Resamnves ara all antared in month 12
6.5.3 Earned Value Management
Product cost, schedule |Time Now
and progress visi h|i|ty Estimate Final Cost (EAC)
: S
| = |
{ = Industry standard o
| methodology L 5
A Estimated Tinal overmun (VAZ)
i |
! F 1
- Budget (BAC
I Cost Overmin (CV]) - AFt ual Cost WF:' get | ) ¥

-

Flanned Valig (POWS]

Estimate
Final Slip

_: Earned Value (BCWP)

Slip 5V

Schedula

= EV: Earned Value. A means of evaluating budgetary performance by relating actual
expenditures to technical achievement as measured by a milestone accomplishment
scheme. EV may be used interchangeably with BCWP

=  ACWRP: Actual Cost of Work Performed. The actual cost incurred on the project to date,
irrespective of what was budgeted.

= BAC: Budget at Completion. The total original budget for the project, representing the
total value of work to be performed, synonymous with performance baseline.
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BCWP: Budgeted Cost of Work Performed. Interchangeable with cumulative earned
value; a metric representing the planned value for the amount of work completed on the
project to date.

BCWS: Budgeted Cost of Work Scheduled. The total value of work that was originally
scheduled for completion by the end of a reporting period.

EAC: Estimate at Completion. The current best estimate for the total cost of the project.
This value may differ from the BAC over time because better estimates can be made as
the project progresses.

6.5.4 Lessons Learned on Cost Management

Avoid budget shortfalls:

It is advisable to set up a project budget with enough reserves to cover unforeseeable

costs.

The external consulting input is especially difficult to quantify as it strongly depends on
the capabilities of the project members.

A budget shortfall may delay the project considerably as financial resources are not easy
to obtain during a project period.

Keep the through-put time as short as possible:

Every project is an additional load for the line organization and the members working in

the project.
With a short through-put time cost are kept low and the motivation of the project

members high.
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6.6 Quality Management

Many projects fail because the project team focuses only on meeting the written
requirements for the main products being produced and ignores other stakeholder needs and
expectations for the project.

Quiality, therefore, must be considered on an equal level of importance with project scope,
time, and cost.

Quality management is executed in 3 major steps:

= Quality Planning: define and measure project quality

= Quality Assurance: analyze and improve project quality
= Quality Control:

The quality management plan describes how the project management team will implement
guality policies. Like other project plans, its format and contents vary based on the particular
project and organizational needs.

Possible content of a project management plan:

Project Quality Management Plan

1. Introduction
= Purpose of The Project Quality Management Plan

2. Project Quality Management Overview
= Organization, Responsibilities, and Interfaces
* Tools, Environment, and Interfaces

3. Project Quality Management
= Quality Planning: Define Project Quality, Measure Project Quality
= Quality Assurance: Analyze Project Quality, Improve Project Quality
= Quality Control

Appendix A: Project Quality Management Plan Approval

Appendix B: References

Appendix C: Key Terms

6.6.1 OQuality Planning

Quiality planning includes identifying which quality standards are relevant to the project and
how best to satisfy those standards. It is important to describe important factors that directly
contribute to meeting customer requirements. Organizational policies related to quality, the
scope statement, product descriptions, and related standards and regulations are all
important inputs to the quality planning process.

For each project requirement and deliverable, identify the quality targets that, once met, will
ensure that the deliverable meets the requirements of the customer.
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Quality Metrics

Metrics allow organizations to measure their performance in certain areas and to compare
them over time or with other organizations. Examples of common metrics used by
organizations include failure rates of products produced, availability of goods and services,
and customer satisfaction ratings.

Before deciding on the metrics to use for a particular project, it is important to clarify the
project goals, business case for the project, and success criteria.

Many organizations use charts to keep track of metrics, such as a project dashboard - a
graphical screen summarizing key project metrics.
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6.6.2 Quality Assurance

Quiality assurance techniques are the preventative steps taken to eliminate any variances in
the quality of the deliverable produced from the quality targets set.

Quiality assurance is often undertaken at a summarized level of the project by an external
project resource.

Examples of techniques used to assure the quality of deliverables include:

= Reviewing historical data: understanding other related projects (either currently under
way or recently completed) and the quality issues encountered with those projects will
enable the quality manager to identify potential quality issues within this project.

= Defining requirements: by documenting a comprehensive set of customer
requirements, you will gain a greater understanding of the level of deliverable quality
required to achieve total customer satisfaction.
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= Defining standards: by defining a specific set of quality criteria and standards, the
project team will clearly understand the level of quality to be achieved.

= Recruiting skilled staff: using skilled staff will directly affect the quality of the
deliverables produced. Appropriately skilled staff should have the knowledge,skills and
experience required to undertake the tasks allocated in the project plan with minimal
training, to achieve the level of quality desired.

= Undertaking quality reviews: independent reviews to assess the overall quality of
each deliverable can provide the customer with confidence that the project is on track
and likely to produce a deliverable that meets the requirements.

= Implementing change control: changes to scope often have an effect on the level of
quality delivered. Through the identification of a clear change control process, only
changes which are absolutely necessary will be adopted by the project for
implementation.

6.6.3 Quality Control

In addition to undertaking quality assurance to improve deliverable quality, a series of quality

control (QC) techniques may be implemented. QC is defined as the curative steps taken to

eliminate any variances in the quality of the deliverable produced from the quality targets set.

QC technigues are often undertaken at a detailed level of the project by an internal project

resource.

The types of techniques used to ‘control’ deliverable quality are:

= Peer reviews: the process of requiring project team members to review each other’s
work is known to increase the level of quality of deliverables.
Deliverables reviews: internal project staff may undertake formal planned reviews of
deliverables to ensure that they will meet the requirements of the customer.

= Documentation reviews: similar to deliverable reviews, this process involves the review
of all project documentation at regular planned intervals in the project.

= Phase reviews: these are formal reviews at the end of each major project milestone to
assess the activities and deliverables completed to date and gain approval from the
project sponsor to continue to the next project phase.

Dragan Milosevic, author of the Project Management Toolbox, has done several studies to
investigate what companies that excel in project delivery capability do differently from others.
After analyzing data from hundreds of companies, he found four key practices these best-
performing companies follow:

1. Templates: they build an integrated project management toolbox. In other words, they
use several standard and advanced project management tools. They tailor these tools to
their organizations and provide employees with lots of templates.

2. Project leaders: they grow competent project leaders, emphasizing business and soft
skills. These organizations identify good project leaders and provide training, mentoring,
and a career path for them.

3. Delivery processes: they develop streamlined, consistent project delivery processes.
Project management methodologies are well defined and followed.
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4. Metrics: probably the hardest of all, they install a sound but comprehensive set of project
performance metrics. It is difficult defining, measuring, and tracking metrics across an
organization, but in order to improve project delivery capability, these metrics are crucial.

Dragan Milosevic, Portland State University, “ Delivering Projects: What the Winners Do,”
PMI Conference Proceedings ( November 2001).
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6.7 Human Resources Management

People determine the success and failure of organizations and projects. Project human
resource management is concerned with making effective use of the people involved with a
project.

The quality of the project members determines the success of the project. Project work is
very demanding and complex and therefore requires people with a high learning potential.
The project management team members have to be highly capable. Qualified project
members ensure a fast and proper implementation. Especially the members in the project
management team have to be clever and capable as they are the driving force of the project.
The project organization is as good as its individuals.

If one of the members is weak the project can be endangered depending on the importance
of that person to the project. The first corrective action should be to educate this person
properly in project management and to provide the necessary support for his tasks. This will
almost certainly involve a lot of support from other project team members especially from the
project leader and the project manager. Another option is to replace the project member but
this is not always possible as he may be a specialist in a particular area.

The worst case is the failure of the project leader. In that case the project is likely to
disintegrate. It is advisable to replace the project leader immediately to guarantee the
success of the project. We also experienced that one of the project members was able to
take over the leadership and bring the project to a successful conclusion.

6.7.1 Project Organizational Charts

Similar to a company’s organizational chart, a project organizational chart is a graphic
representation of how authority and responsibility is distributed within the project.

A project organization usually covers all departments. A good project organization ensures
creativity, innovation and short decision-lines.

Example of an effective project organization:
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Lessons Learned for Project Organization:

Build up trust among the project members: trust among the project members
including the Steering Committee is essential for a successful project, because the
project organization has hardly any hierarchical authority but has to be based on natural
authority, that is, trust.

Establish management ownership: the top management must play an active role on
the Steering Committee and assume ownership. Having ownership means feeling
responsible for the project, supporting it and providing it with the appropriate authority
and resources.

Appoint a strong and effective project manager: the stronger the project manager, the
better the chances for a successful project implementation. If the project manager is
below par in its tasks and responsibilities, the project is likely to fail.

Empower the project manager sufficiently: The project manager must have wide-
ranging authority and control over all aspects of the project. He must be able to act
independently, quickly and effectively, regardless of any potential obstacles within the
organization.

Recruit capable project members: project work is very demanding and complex and
therefore requires people with a high learning potential.

Define task and responsibilities clearly: clearly-defined tasks and responsibilities at all
levels of the project organization contribute to the efficiency of the project and help to
reduce conflicts of authority and jurisdiction.

Engage full-time project members: Part-time project members always tend to work for
the line organization because line matters have higher priority to them and are less
complex than project work.

Learn from qualified external: good consultants with intimate knowledge of the software
have a major impact on the throughput time and the quality of a project.
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= Establish aflat project hierarchy with short communication-lines:
A flat project hierarchy works very efficiently and effectively because of its shorter
decision-lines, faster communication and easier leadership. Short communication lines in
the project organization enable a fast reaction to problems. Above all a fast, direct link to
the Steering Committee chairman is essential for matters beyond the competence of the
project management.

6.7.2 Steering Committee

The Steering Committee (SC) is the top authority for a project. A capable and powerful
Steering Committee is as absolutely crucial for a project as it has to fulfill very important
tasks and responsibilities, namely:

= To assume ownership;

= To monitor project targets;

= To manage the implementation of project policy;

To control on project planning and progress;

To enable fast decisions;

To decide on organizational issues;

To make resources available;

To support the project manager;

To motivate the management;

To approve proposals from the project team;

To be a Steering Committee member is very demanding. It is not enough just to attend
meetings. A Steering Committee member is expected to assume ownership and lead the
projects under his responsibility.

6.7.3 Project sponsor

The project sponsor has a key position in the whole project. This individual's participation can
influence the success of the project considerably.

Below are a few characteristics we found helpful in a chairman:

= They assume ownership and lead the Steering Committee. The CEO often makes the
best chairman.

They are a respected and accepted authority among the SC members.

They identify with the project and demonstrate their full support.

They cooperate closely with the project manager.

They hold regular meetings with the project manager to discuss the project progress, the
problems and to prepare the SC meeting.

= Their door is always open to discuss relevant problems.

6.7.4 Project manager

The project manager is the overall leader of the project. Their main task is managing, leading
and coaching. They have to make the implementation as easy as possible and create a
pleasant atmosphere and environment for the project members to work in.
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The project manager should have broad authority over all elements of the project. Their
authority should be sufficient to permit them to engage in all necessary managerial and
technical actions required to complete the project successfully regardless of organizational
barriers.

The tasks and responsibilities are described below:

= Leading the project;

= Managing the project (planning, organizing, coordinating, controlling);
= Coaching of project members;

= Detecting and solving problems and conflicts;

Marketing and Public Relations;

Educating and training project leaders and SC;

Reporting to the SC;

Conducting quality control;

Strength in the following areas is an asset for successful project management:

= Leadership:
The project manager must be assertive within the project and toward the line
organization, must be goal-oriented, have a sense of vision, take decisions and motivate
the project members.

= Business management know-how:
Understanding the business processes and procedures in finance, sales and production
is essential for following discussions in the various projects.

= Organization:
Organizational topics like planning, coordinating and controlling are daily business for a
project manager.

= Coaching:
The project manager has a big crew to take care of in personnel matters. The project
members must be coached and educated in their manager’s special field.

=  Communication:
Communicative abilities help the project manager to discuss and market the project
internally and externally.

» Risk-taking:
The outcome of a project is never 100% sure. That is why a good amount of risk-taking is
needed.

*  Flexibility:
Circumstances in a project change quite often as new knowledge is gained and problems
occur. It is normal for a project manager to deal with new situations and react
accordingly.

= Acceptance:
The project manager has to be accepted by the project members, especially by the
Steering Committee and the project management team.

= Analytical abilities:
Project management also involves a constant search for bottlenecks and problems within
the projects.

= Stress-resistant:
Project management is a high-pressure job.

Helpful hints for the Project Manager

e Broad project overview:
The project manager has to keep an overview of the project. A broad, but not necessarily
very detailed knowledge about the project is required. Involvement in the detail of the
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project is only required of the manager in the event of problems but in that case it should
be rapid.

Good emotional stability:

Project management is a high-pressure job. Emotional stability is a vital factor in this job.
A good balance between project involvement and private interests is desirable. The
project manager should not feel guilty about taking holidays. Recreation is necessary to
bring the manager’s full potential and to avoid the risk of getting bogged down in project
detail, becoming too emotionally involved and losing objectivity.

Play fair:

Management is tough, but can still be fair and human as long as both sides play fair giving
people a second chance.

Acceptance and trust:

Acceptance and trust throughout the organization helps the project manager to be able to
market or defend the project successfully at all levels of the organization.

Flexible working environment:

The project manager has to travel a lot to keep track of the progress of all projects. The
ability to work while on the move (whether in the airport, train, car etc.) is a distinct
advantage. A notebook and a mobile phone help to achieve this goal.

Regular traveling schedule:

To avoid family problems, it is helpful to have a regular schedule of being away from
home. The time away from home should be used for working in order to have the time
back home fully available for the family.

Understand the mechanics of power and politics:

Influencing the organization requires an understanding of both the formal and informal
structures of the organization and the mechanics of power and politics.

Sparring partner:

The project manager is a solitary figure. A good sparring partner (external consultant or
coach) is essential.

Difference between project manager and coordinator:

There are some differences between a project manager and a project coordinator. The
coordinator advises and gathers the business requirements; the manager is authorized to
give directives.

Personal contacts:

The project manager should not delegate tasks where personal contact is important
(congratulations for a specific success, birthday, birth of a child, etc.).

Informal contacts are helpful:

It helps to take the occasional stroll through the offices or the plant and chat with the
future system users to get an idea about their concerns regarding the project
implementation.

Understand the project’s environment:

It is useful for the project manager to experience the working environment where they plan
to implement the software. They learn to understand departmental processes and
procedures and the employees’ problems and concerns It is enough to be there for a day
or a shift, but important is to be there.

Pain in the neck:

Sometimes the project manager has to be a pain in the neck, especially if projects are not
working the way they should. Nevertheless, project team members find it very reassuring
to know that the project manager cares about their work and is also willing to take over
responsibility.

No cheers for the project manager:

The project manager should expect no thanks if the project goes live without any hitch.
People take it for granted.
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e Good communication
Good communication with the Steering Committee chairman is important to ensure an
optimal information flow and a fast reaction in case of problems.

e Draw attention to problems in the line:
The project manager has to draw the Steering Committee’s attention to problems in the
line organization; but it is not his job to solve line problems insofar as they do not affect the
project implementation itself.

6.7.5 Project members

Project members must be fast learners as they must absorb and apply knowledge within a
short time. They must have the mental capacity to cope with the complex implementation of
integrated standard software.

During the life cycle of the project, the project members must be able to concentrate on
project matters rather than conflicts within the line organization yet another reason to keep
the throughput time as short as possible.

Tasks and responsibilities:

= To configure and customize the system;

To work out the as-is and to-be concept;

To support the project management team;

To train and support the users;

To test the system;

To discuss functional issues with members of the project management;
To evaluate proposals of the project management team;

To report to the project management team;

6.7.6 Responsibility Assignment Matrix

A responsibility assignment matrix (RAM) is a matrix that maps the work of the project as
described in the work breakdown structure (WBS) to the people responsible for performing
the work. A RAM allocates work to responsible and performing organizations, teams, or
individuals, depending on the desired level of detail. For smaller projects, it is best to assign
WABS activities to individuals.

Sample responsibility assignment matrix:

1)
<

Tasks Member A Member B Consultant

Needs assessment
Research of existing training
Partnerships

Course development

Pilot course

Course administration
Course evaluation
Stakeholder communications

py)

b2 2D b

py)
OO~ IO 0|0

T[> [>[0 0] [>[n
Ol |~ [ABO|—|—

Legend: R: Responsible, A: Accountable, C: Consulted, I: Informed
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6.7.7 Resource Planning

A resource plan describes the physical resource required to complete a project. This includes
a list of the types of resource required, such as labor, equipment and materials, as well as a
schedule identifying when each resource will be utilized. A resource plan is created after the
project plan has been defined. A detailed resource plan cannot be created until every activity
and task in the project plan has been identified. Following the completion of the resource
plan, it will be possible to finalize the financial plan, as the fixed cost portion of the project will
have been identified.

To create a resource plan, the following steps are undertaken:

= Skills: List the general types of resources to be utilized on the project.

=  Amount: Identify the number and purpose of each type of resource required.

= Time: identify when each resource will be utilized, duration of assignment, start/end time
= Place: identify where/in which site or location is the capacity needed

= Assign the resources to a resource schedule

Resource Histograms:

A resource histogram is a column chart that shows the number of resources required for or
assigned to a project over time. Project managers often create a resource histogram in which
columns represent the number of people (or person hours, if preferred) needed in each skill
category, such as managers, IT specialists, and HR specialists. By stacking the columns,
you can see the total number of people needed each month. After resources are assigned to
a project, you can view a resource histogram for each person to see how his or her time has
been allocated.

Sample resource histogram:

Type of Resource | Meaning 1 2| 3|46 |6 | 7|89 |10[11]12
P Project Manager 075|075 |0.76(075|0.75 (076|075 0.76|0.75 | 075075076
HR Human Resources 1 1 1 1 1 1 | j 1 1 1 1
SM Supplier Management 0&R| 05| O&) 05| O&| O&| 05| 06 05| OE| 05 06
IT Information Technology 025 0R| 06| 05025025025 026|025 (025025025
Contracting Contracting 0 0[0.2R|0.25(0.25 |0.25 [0.25] 0.26(0.25 | 0.25[0.25|0.25
PMO Project Management Office 0| 05| 05| 05| 05 0 [} o 0 [i] 0 0
Miscellanecus Miscellanecus 0.25|0251025(025(025| 05| D& 0.5 0.5|0.25(025(0.25
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] Miscellaneous
8 PMO
M Contracting

e IT
O SM
= HR

Number of People

1 2 3 9% &5F & 5 10912 . PM
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6.8 Communications Management

Good information is a critical success factor in project implementation. Open and honest
information and communication is of paramount importance to satisfy the users’ information
requirements and to prevent rumors. The users need this information because any project
brings changes to their working environment and is basically something that threatens their
job. The open information and communication policy helps the user to become acquainted
with the new situation, builds up trust in the project and among its members and promotes

acceptance of the project.

Project communications management involves generating, collecting, disseminating, and
storing project information.

6.8.1 Communications Management Plan

A communications management plan is a document that guides project communications.

The communications management plan should address the following items:
= |nformation requirements of each project stakeholder
= A schedule of the communication events, including its purpose, method and frequency
= A matrix highlighting the resource involved in each communication event
= A clear process for undertaking each communication event within the project

Sample communications plan:

Communicati | Objective of Medium Freque | Audience Own | Deliverabl
on Type Communication ncy er e
Kickoff Introduce the project | = Face to Once = Project PM = Agenda
Meeting team and the project. Face Sponsor = Meeting
Review project = Project Team Minutes
objectives and = Stakeholders
management
approach.
Project Team | Review status of the | = Face to Weekly | = Project Team PM = Agenda
Meetings project with the team. Face = Meeting
= Conf Call Minutes
Technical Discuss and develop | = Face to As = Project TL = Agenda
Design technical design Face Needed Technical = Meeting
Meetings solutions for the Staff Minutes
project.
Monthly Report on the status | = Face to Monthly | = PMO PM = Status
Project Status | of the project to Face " Report
Meetings management. = Conf Call
Project Status | Report the status of = Email Monthly | = Project PM = Project
Reports the project including Sponsor Status
activities, progress, * Project Team Report
costs and issues. = Stakeholders
= PMO
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It is primarily the project manager’s task to market the project and to keep the company
informed about the project activities. The project members must also play their part in selling
the project by helping to convince people of its benefits.

The following marketing opportunities should be taken:

Publishing of a project bulletin;
e Publishing articles in company magazines or newspapers;

year-end meetings, etc.);

Standard presentation training for project leaders;

Personal chats with interested parties, line managers and users;
Special publicity for the live date of a module;

Availability of all project information to the whole company on the Intranet.

Example of a project bulletin:

Making project presentations in other, not directly project-related meetings (sales, plant,

Issue 311998

FUTURN BULLETIN

MERTHYR ON BOARD

This year, Sekivk will be fully imvalved in our
SAP projects, Unkil he end ofthe vear, the

modules Production Planning, Controling and
Plant Maintenance will be introduced. For all areas
we have a represertatve in he Piject Team
George Willams (KGU i responsible for the
production and logistics modules and Andrews
Purchase (4DP) for the finance modules. Efton
Bridges (EGE) represents the SAF projects in the
Steerng Committzs.

Al project members are highly motivated and
loaking fonward to the implementation of SAF at
their plant.

Wi wizh them all the best fartheir proje ds.

Aot Wl

DOWE NEED A SYSTEMLIKE SAP?
Interview with Prof. Dr. Amo de Schepper

What is your role with the i mplemertstion of
Futura?

| see three aspects.
First my relsfion with fop management. As
independert aduisor, with lots of expedence in
implementing complex systems. | can counsel
top management on what they have to doforthe
project, and eventually also on what must
change in their oun fundtioning, and that is of
course easier for an outsider than for an ALVED
employee. Second. my assistance to the projest
manager on aspects of project management and
project control

Third, where needed, input on the ways of
working in logistcs and the relaons with
makefingisales and production

Why needs ALVED anindependent advisar?

To st with the Fubid project is big.
complicated and costy. The walie of an
independert advisor is, if you seledt a good one,
that he has gathersd experience in other
companies. He can transfer part of the leaming
cunve from other situations to ALVEQ

What is imporfant on Futurd for the
management of the business?

It iz important fo understand what Futuet is. The
fallowing picture can help us.

To impowe effediveness and effidency of
business management you have to improve and
to bing in proper balance with each other four
basic alements: the processes (simple, stiight
fonnard, reliable), the organisafion idistribution of
tashs and responsibiliies and adequate people)
methods and pracedures (adapted to the
produckmanet  combinations)  and  the
informatian (the system and the measuremens).
Fubur is not only a SAF infarmation system, it
also has repercussions on the ways of woring
and the omanisaion

Fubur& imprves the eo-ordination betueen all
company levels and functions. The most
impotant quality of Futich is thatthe experience
of commerdal, fechnical and acoounting
deparments is brought together to fundion as
one caherert team.

Continued o page 2

FUTURA NEWS

PROFILES

e congratilate Xavier in de Brask (XE) to
the birth of his son kye

As fom 1305 onwards, David Zeraschi
(DAZ) is 100 % available for the IT
department in Sekiuk,

Marjon Schreurs (MSX) s suppotting the
CO-PC and Fl projects in Sekal for 50 %.

# successtul ABAF training was caried out
by Ctac far the IT people

+ The Release change ts 22E took place on
the test machine. This new Release will be
installed on the productive machine on
2324.3.95.

Cerain people. especially the young ones.
have prblems recowerng fam camival.
They get sick or have very "erofi¢” wices. .

+ By moonshine and snow the PT members
enjoved a relaxing atmosphere in the Swiss
mountains. While having an excellent dinner
top secrets were revealed. f came out that a
Duteh man attended a boys school when he
was young. The relation with his friznds must
have been unbelievably dose. They even
chase him i Switzerland and mention
strange room numbers on the phone. Who
knows what these numbers mean and what
happened in these moms?

We all know that the Dutsh are the best
greatest and most famous people in the
wodd. They discoversd Ameiica and Siberia,
have the biggest balloan, the greatest soscer
team ete. ete. etc..

.

Frof Dr. Amo de Schepper is professor in
Logistics af the university of Bubant in the
Netherlands. He is also independent adwisor in
Logistics and Business Management. He is a
long time relafon of ALVED management.
Alrady tuelve yeais age he eecuted his first
suppatt job far ALVED inthe Reemond factory.
That was in the period thathe was starting up the
consultancy practice for Coopars & Lybrand in
the Methedands. He s a spaaker for ALVED in
Luwar.

Amo de Sehepper is mamied, he has five
childien and is also a dedicated gardener on his
farm.

DOWE NEED A SYSTEMLIKE SAP?
Interview with Prof. Dn. Arno de Schepper (from page 1)

This can be obsened best in the goods flow in
the company as all deparments hawe great
interest in this. The results among others
nomall incude: Shorter defivery fmes. better
customer semice, reduction of stocks and better
operational perfornance. These elements should
be quantied so that their realizations can be
followed and cheded.

What means Futuré for the functioning of
the people that will work with it?

People normally are afraid that they will loose
the anership of data and also will have less
sacial contacts than before the intmdudion of the
system.

It is trae that data are not any longer cwned only
by a certain individual o1 small group. But the
wide use of data in the company and he ascess
to data of other individuals and

departments enriches the insight in the total
company process and bings it dosr fo the
individual

About social contacts the foll wing observations
are valid. Sodal cortacts depend, above all,
from the individuzl itseff. We all know that
individuals in the same fundion and at the zame
lewel hawe werny different sodal behavious and
related contacs. The change to an adwanced
system make contacts more effident but also
fadlitates contacts with other colleagues betier
than before.

More advanced systems give individuals
possibilifes to grows in their functions. | whale
heartedly hope that many of the ALVED group
will use the enlaiged possibilites provided by
Fuburé,

Amn de Seirsgper

Edfors: FifurA Projedt Management
Editorial Addrezs:  ALVED AG,

Trocrdinator: Paira (FEL)

7. 6003 Luzem

6.8.3 Project Meetings

Meetings are an essential part of the project work and are certainly not a waste of time. They
are justified on the following grounds:

Project Management

©ONORWEL AG

Page 81 of 123




Lucerne Universi ty of
Applied Sciences and Arts

HOCHSCHULE
LUZERN

Art & Design

= Communication: With every meeting the project members improve their communication
and mutual understanding.

= Progress control: Regular meetings help to monitor progress and provide feedback on
all issues.

= Throughput time: Efficient and effective meetings have a considerable impact on the
project throughput time because decision-making is better and problem-solving faster.

= Teamwork: In meetings the project members start to understand each other better, learn
to accept and respect individual strengths and weaknesses, resolve conflicts and
problems which have already been raised and discussed.

= Project quality: Frequent meetings improve quality because the project members form a
team and more pleasant atmosphere evolves. Discussions are more focused and hence
better decisions are taken.

The frequency of the meetings has a direct impact on the throughput time. The more
frequent meetings are held, he more efficient and effective they are.

Tips for the preparation of a meeting:

= Meetings should only be held when necessary otherwise the participants’ attention will
wander and the meeting lose momentum.

= Short but frequent meetings are more efficient than long but less regular ones.

= Good preparation improves the quality of a meeting tremendously.

= People tend to prepare poorly for meetings. Encourage better preparation by stating
speakers’ names on the agenda. This will also strengthen their sense of ownership.

= A copy of the Steering Committee agenda should be send to the project management
team members, since they must help prepare the Steering Committee meeting.

= The chairman’s name should feature as little as possible on the agenda since the
chairman needs to lead the meeting.

= The goal of a meeting is to reach conclusions and decisions and not to get lost in endless
discussions. To pre-empt this, every participant should be well briefed in advance and
thorny problems raised and discussed beforehand.

= Topics that could be dealt with bilaterally,should not be put on the meeting agenda.

» The project manager should brief the Steering Committee chairman before the meeting on
the decisions he wants to push through. ~

= Slides should be produced in a readable font size and not be too dense, summarizing only
the main points.

= Schedule or expenditure graphs should indicate deviations with an arrow or special color
to highlight the issues. Digressions will bore the listeners and waste precious meeting
time.

= Specific issues should be presented by the appropriate specialists. In case they are not
official member of the meeting, they have to be invited for the particular presentation.

» Guest presentations should be checked beforehand to ensure they are appropriate.$

= The meeting room has to be checked and arranged well in advance. It is advisable to be
there before the meeting starts to avoid any surprises.

Essential etiquettes for meetings:

= The atmosphere is crucial in a meeting. Conducting meetings in a pleasant atmosphere
is more productive and leads to better decisions being taken.

= Seek consensus on controversial decisions and avoid leaving unresolved issues or
contention between participants.
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= |tis never good to take people by surprise with totally new proposals since they have had
no time to absorb the implications and may become tense as a result

= Sometimes it pays to ask for wisdom rather than convince with good arguments.

= Don’t become emotional. Over-heated arguments are always counter-productive because
objectivity is lost.

= Take care that you don’t get too tense defending a topic Sometimes a smile is more
convincing than any amount of rational argument. Tension undermines confidence

= Give the impression of a smiling, relaxed and not stressed meeting chairman. A relaxed,
smiling chairman can calm things down.

= Try to neutralize people’s natural aggression when defending “their territory” before other
participants.

»= The quality of a meeting depends on the contribution of the participants. The better they
are prepared, the better the meeting.

= “Hit and Run”: Once an idea has been accepted it is unwise to continue justifying it since
this would be to invite further objections and risk opening the issue once again; this time
you may lose the argument.

= When you got things completely your own way you are well advised not to labour the
point. Try to hide it and continue with the next agenda point.

=  When guest speakers are present they should be allowed to participate in non-
controversial decisions arising from their particular contribution.

» Presentations are best limited to key aspects, particularly threats. Key information should
be clearly distinguished from interesting observations so as not to over-complicate things
and drag the meeting out.

= |tis useful to conclude with a short debriefing so as to get some feedback on your
performance and assess reactions.

Personal contact outside meetings is still very important. Often problems are not mentioned
in an official meeting because they are too embarrassing for the person involved.
Furthermore you will get the best insight into the project by talking to the project members
personally.
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6.9 Risk Management

A project risk is an uncertainty that can have a negative or positive effect on meeting project
objectives. Key outputs of project risk management planning include a risk management
plan, a probability/ impact matrix, a risk register, and risk- related contractual agreements.

A potential risk which is identified too late may become a real problem with the following
consequences:

» longer throughput time

= additional resources needed (cost and human resources

*= poor quality

» reduced functionality

» project failure in the worst case

6.9.1 Risk Management Plan

A risk management plan summarizes how risk management will be performed on a particular
project. Like other specific knowledge area plans, it becomes a subset of the project
management plan.

The general topics that a risk management plan should address include
= The methodology for risk management

» Roles and responsibilities

»= Budget and schedule estimates for risk-related activities

= Risk categories

= Probability and impact matrices

* Risk documentation

In addition to a risk management plan, many projects also include contingency plans,

fallback plans, and contingency reserves.

= Contingency plans are predefined actions that the project team will take if an identified
risk event occurs.

» Fallback plans are developed for risks that have a high impact on meeting project
objectives, and are put into effect if attempts to reduce the risk are not effective.
Sometimes the terms contingency plan and fallback plan are used interchangeably, and
some people view fallback plans as contingency plans of last resort.

= Contingency reserves or contingency allowances are funds held by the project
sponsor that can be used to mitigate cost or schedule overruns if unknown risks occur.

Sample risk management plan:

Risk Management Plan

Project Name: Training Project

1. Methodology
The project team will review data available from the Phase 1 project and past training
programs to assist in risk management planning. They will also review information related
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to external projects similar to this one. The team will use several tools and techniques,
including brainstorming, surveys, and risk-related checklists to assist in risk management.

2. Roles and Responsibilities

The project manager will be responsible for leading the team and other stakeholders in
performing risk-related activities. As detailed tasks and deliverables are determined, the
project manager will delegate those tasks as appropriate.

3. Budget and Schedule Estimates
As specific risk-related tasks and deliverables are determined, budget and schedule
information will be provided.

4. Risk Categories

General categories and subcategories for risk on this project include business risks
(suppliers and cash flow), technical risks (course content, hardware, software, and
network), organizational risks (executive support, user/employee support, supplier support,
and team support), and project management risks (estimates, communications, and
resources).

5. Risk Communications and Impact

Risk probability and impact will initially be estimated as high, medium, or low based on
expert advice. If more advanced scoring is needed, the project team will determine an
appropriate approach.

6. Risk Documentation
All risk-related information will be summarized in a risk register. Detailed documentation
will be available in a secure area on the project Web site.

6.9.2 Probability/ Impact Matrix (PIM)

It is important to evaluate risks to determine which ones need the most attention. Risk events
refer to specific, uncertain events that may occur to the detriment or enhancement of the
project.

For example, negative risk events might include the performance failure of a product
produced as part of a project, delays in completing work as scheduled, increases in
estimated costs, supply shortages, litigation against the company, and strikes. Examples of
positive risk events include completing work sooner than planned or at an unexpectedly
reduced cost, collaborating with suppliers to produce better products, and obtaining good
publicity from the project.

There are two important dimensions of risk events:
= probability of the risk event occurring
= impact or consequence if the risk does occur

A project manager can chart the probability and impact of risk events on a probability/impact
matrix or chart. The y-axis of a probability/impact matrix lists the relative probability of a risk
event occurring, and the x- axis of the chart shows the relative impact of the risk event
occurring.
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To use this approach, project stakeholders identify and list the risk events related to their
projects. They then label each risk event as being high, medium, or low in terms of its
probability of occurrence and level of impact. The project manager then summarizes the
results in a probability/ impact matrix. Project teams should initially focus on risk events that
fall in the high sections of the probability/ impact matrix and develop strategies for minimizing
negative risk events and maximizing positive ones.

Sample probability — impact matrix:

High

Probability
MW edium

Loy

Low Medium High

Impact

The corners of the chart have these characteristics:

= Low impact/Low probability - Risks in the bottom left corner are low level, and you can
often ignore them.

= Low impact/High probability - Risks in the top left corner are of moderate importance -
if these things happen, you can cope with them and move on. However, you should try to
reduce the likelihood that they'll occur.

= High impact/Low probability - Risks in the bottom right corner are of high importance if
they do occur, but they're very unlikely to happen. For these, however, you should do
what you can to reduce the impact they'll have if they do occur, and you should have
contingency plans in place just in case they do.

= High impact/High probability - Risks towards the top right corner are of critical
importance. These are your top priorities, and are risks that you must pay close attention
to.

6.9.3 Risk Reqgister

A risk register is a document that contains results of various risk management processes,
displayed in a table or spreadsheet format. It is a tool for documenting potential risk events
and related information.

The risk register often includes the following main headings:
= Identification number for each risk event
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= Rank for each risk event: The rank can be indicated as high, medium, or low, or it can be
a number, with 1 being the highest-ranked risk.

= Name of the risk event

= Description of the risk event

= Risk Category under which the risk event falls

= Root cause: It is important to find the root cause of a problem— the real or underlying
reason a problem occurs. By finding the root cause, you can deal with it directly rather
than dealing with the symptoms of the problem. You can help identify the root cause of
problems by creating a cause-and-effect or fishbone diagram or continually asking why
until you find a root cause.

» Triggers for each risk event: Triggers are indicators or symptoms of actual risk events.
Documenting potential risk triggers also helps the project team identify more potential risk
events.

= Risk responses to each risk event: There can be one or more potential responses to
each risk event. .

» Risk owner or person who will own or take responsibility for the risk event: One person
should be responsible for monitoring each risk event. .

» Probability of the risk event occurring: The chance of the risk event becoming a reality is
rated as high, medium, or low. .

» Impact to the project if the risk event occurs: The impact to project success if the risk
event actually occurs can be rated as high, medium, or low. .

= Status of the risk event: Did the risk event occur? Was the response strategy completed?
Is the risk event no longer relevant to the project?

Sample risk register:

Risk Register
September 3,2009

Project Name: Project Meteor

ID No. |Rank |Risk |Description|Cate- |Root |Triggers |Potential |Risk Proba- [Impact |Status
gory [Cause Responses [Owner _|bility

R15 1

R21
R7

To understand the risk register more fully, imagine that the following data is entered for the

first risk in the register.

= [DNo.:R15

* Rank:1

= Risk: Poor survey response.

= Description: Many people dislike surveys and avoid filling them out, or if they do, they
don't offer good or honest feedback.

= Category: Organizational/user support risk

= Root cause: People don't want to take the time and think their inputs aren't important.

= Triggers: Low survey response rate the first few days; incomplete surveys.

» Potential Responses: Make sure senior management emphasizes the importance of
this project and the survey for designing good courses. Have the functional managers
personally mention the survey to their people and stress its importance. Offer a reward
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to the department with the most responses. Ensure that the survey instructions say it
will take 10 minutes or less to complete. Extend the deadline for survey responses.

= Risk owner: Mike Wilson, project champion

= Probability: Medium

= |mpact: High

= Status: PM will set up a meeting within a week with a project steering committee to
decide which response strategies to implement if the survey response is low.

6.9.4 Risk-Related Contractual Agreements

Many projects involve outside suppliers. Work done by outside suppliers or sellers should be
well documented in contracts, which are mutually binding agreements that obligate the seller
to provide the specified products or services, and obligate the buyer to pay for them. Project
managers should include clauses in contracts to help manage project risks. For example,
sellers can agree to be responsible for certain negative risks and incur the costs themselves
if they occur. Or there can be incentive or penalty clauses in contracts based on seller
performance to encourage positive risks and discourage negative risks. Project teams can
also use certain types of contracts, such as fixed-price contracts, to reduce their risk of
incurring higher costs than expected.
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6.10Project Procurement Management

Project procurement management includes acquiring or procuring goods and services for a
project from outside the organization. Good procurement management often provides a win-
win situation for both buyers and sellers.

Key outputs produced by project procurement management planning include make-or-buy

analyses, procurement management plans, requests for proposal, contract statements of
work, and supplier evaluation matrices.

6.10.1 Make-or-Buy Analyses

With a make- or- buy decision, an organization decides if it would benefit more by making a
product or performing a service itself, or by buying the product or service from a supplier. If
there is no need to buy products or services from outside the organization, the organization
can avoid the costs involved in managing procurement management processes.

Make-or-buy analysis involves estimating the internal costs of providing a product or service,
and comparing that estimate to the cost of outsourcing.

6.10.2 Procurement Management Plan

A procurement management plan is a document that describes how the procurement
processes will be managed, from developing documentation for making outside purchases or
acquisitions to contract closure.

Topics that can be included in a procurement management plan are as follows:

= Guidelines on types of contracts to be used in different situations

= Standard procurement documents or templates to be used, if applicable

= Guidelines for creating contract work breakdown structures, statements of work, and
other procurement documents

» Roles and responsibilities of the project team and related departments, such as the
purchasing or legal department

= Guidelines on using independent estimates for evaluating sellers' cost proposals

= Suggestions on managing multiple providers

= Processes for coordinating procurement decisions, such as make-or-buy decisions, with
other project areas

= Constraints and assumptions related to purchases and acquisitions

= Lead times for purchases and acquisitions

» Risk-mitigation strategies for purchases and acquisitions, such as insurance contracts
and bonds

= Guidelines for identifying prequalified sellers and organizational lists of preferred sellers

= Procurement metrics to assist in evaluating sellers and managing contracts
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6.10.3 Types of Contracts

Fixed-price or lump-sum contracts:

= Fixed-price or lump-sum contracts involve a fixed total price for a well-defined product or
service.

= The buyer incurs little risk or uncertainty in this situation because the price is
predetermined.

= Sellers often pad their estimates somewhat to reduce their risk, while keeping in mind
that their price must still be competitive.

» Fixed- price contracts generally have well-defined deliverables and deadlines, and may
include incentives for meeting or exceeding selected project objectives.

Cost-reimbursable contracts:

= Cost-reimbursable contracts involve payment to the seller for direct and indirect actual
costs.

= Cost-reimbursable contracts often include fees such as a profit percentage, and they can
also include incentives for meeting or exceeding selected project objectives.

= Buyers absorb more of the risk with cost-reimbursable contracts than they do with fixed-
price contracts. For example, if the cost of wood doubles, the buyer would have to absorb
the additional cost.

Time- and- material contracts:

= Time- and- material contracts are a hybrid of both fixed-price and cost-reimbursable
contracts.

= This type of contract is often used for services that are needed when the work cannot be
clearly specified and total costs cannot be estimated in a contract. Many consultants
prefer time-and-material contracts.

6.10.4 Request for Proposal or Quote

When organizations decide to procure goods or services, they often create documents to
describe what they plan to procure and how potential sellers should respond. Two common
examples of procurement documents include a Request for Proposal (RFP) and a Request
for Quote (RFQ).

Request for Proposal (RFP)

A Request for Proposal (RFP) is a document used to solicit proposals from prospective
suppliers. A proposal is a document in which sellers describe what they will do to meet the
requirements of a buyer. It can be expensive and time-consuming to prepare a good RFP or
proposal for a large contract, such as building a new bridge or designing a complex
information system. For smaller contracts, it would take less time and money.

Request for Quote (RFQ)

A Request for Quote (RFQ) is a document used to solicit quotes or bids from prospective
suppliers. A bid (also called a quote) is a document prepared by sellers providing pricing for
standard items that have been clearly defined by the buyer. Creating and responding to
RFQs is usually much quicker than the same process for RFPs. Selections are often made
based on the lowest bid.

RFPs and RFQs can be issued in several ways.
= The organization might contact one or several preferred sellers directly and send the RFP
or RFQ only to them.
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» To reach more sellers, the organization might post the information on its Web site, or
advertise on other sites or in newspapers.

Project managers must carefully consider which approaches are most appropriate in various
situations.

Topics addressed in an RFP usually include the following:

= Purpose of the RFP

= Background information, describing the organization issuing the RFP and the project
itself

Basic requirements for the products and/ or services being proposed

Hardware and software environment (for technology-related proposals)

RFP process, describing how sellers should prepare and submit their proposals
Statement of work and schedule information

Appendices providing more detailed information, as appropriate

Sample RFP:

Request for Proposal
August 1, 2009

Project Name: Just-In-Time Training Project
RFP Name: Qualified-Sellers List for Just-In-Time Training Project

Purpose of RFP

Global Construction wants to improve training in supplier management, negotiating skills,
project management, and software for its employees. In the fast-paced, ever-changing
construction market, effectively training employees across a globally dispersed company
with different populations is a challenge. By redesigning our current training, Global
Construction can reduce training costs and improve productivity. In addition to providing
traditional instructor-led courses on-site, we want to allow our employees to learn about
specific topics on a just-in-time basis by having quick access to materials and expert
advice. The purpose of this RFP is to hire experts to help us find qualified sellers to
develop and deliver these new training courses.

Background Information

Global Construction employs 10,000 full-time employees in 10 different countries and 15
U.S. states. We want to increase the productivity of our employees, especially in the sales,
purchasing, engineering, and information technology departments. The Just-In-Time
Training project, a one-year project, began on July 2, 2009. A key part of this project is
working with outside firms to develop and provide just-in-time training in supplier
management, negotiating skills, project management, and software applications. Sec
Appendix A for detailed information on the project and specific training needs.

Basic Requirements

The basic requirements for this work include the following:

1. Develop a list of qualified sellers to develop and provide the training as described in
Appendix A.

2. Provide a summary description and detailed evaluation of each seller. Provide
company brochures, Web sites, annual reports, and other appropriate information.

3. Work with Global Construction to develop an evaluation system to assess each seller.

4. Provide an objective assessment of each seller using this evaluation system.
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5. Develop a list of the top five sellers for each course.

6. Provide recommendations for developing partnerships/relationships with each of the
top five sellers.

7. Complete the above work no later than September 9, 2009.

RFP Process

Prospective sellers will send written proposals to Global Construction no later than August
10, 2009. To prepare your proposal, use the outline in Appendix B and examine Appendix
C for our evaluation criteria. We expect to award the contract no later than August 20,
2009.

Statement of Work and Schedule Information
See Appendix C for a statement of work. The work must be completed no later than
September 9, 2009.

Appendices

Appendix A: Just-In-Time Training Project Documents
Appendix B: Proposal Outline

Appendix C: Evaluation Criteria

Appendix D: Statement of Work

6.10.5 Contract Statements of Work

A contract statement of work (SOW) is a description of the work that is to be purchased.

The SOW should be included with the RFP to clarify the work that needs to be performed.
The contract SOW is a type of scope statement that describes the work in sufficient detail to
allow prospective suppliers to both determine if they are capable of providing the goods and
services required and to determine an appropriate price for the work.

A contract SOW should be clear, concise, and as complete as possible. It should describe
all services required and include performance information, such as the location and timing of
the work. It is important to use appropriate words in a contract SOW - for example, must
instead of may. Must implies that something has to be done; may implies that there is a
choice involved. The contract SOW should specify the products and services required for the
project, use industry terms, and refer to industry standards.

The figure below shows the contract statement of work for the qualified-sellers list described
in the RFP.

Contract Statement of Work

August 1, 2009

Project Name: Just-in-Time Training Project
Contract Name: Qualified-Sellers List

Scope of Work:

1. Develop a list of qualified sellers to develop and provide the training as
described in Appendix A.

2. Provide a summary description and detailed evaluation of each seller Provide
company brochures. Web sites, annual reports, and other appropriate information.
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3. Work with Global Construction to develop an evaluation system to assess each
seller.

4. Provide an objective assessment of each seller using this evaluation system

5. Develop a list of the top five sellers of each course.

6. Provide recommendations for developing partnerships/relationships with each
of the top five sellers.

7. Complete the above work no later than September 9.2009.

Location of Work:

The seller can perform the work at any location. The seller must physically meet
with representatives from Global Construction in our corporate office at least
twice during the term of the contract.

Period of Performance:

Work is expected to start on or around August 20. 2009 and end no later than
September 9. 2009 The seller will prepare a detailed schedule for all work
required, including dales for deliverables and meetings. After meeting with
representatives from Global Construction to review and update the schedule, the
seller will agree to the schedule for this work.

Deliverables Schedule:

The seller will prepare a detailed schedule for all of the work required, including
dates for all deliverables and meetings. After meeting with representatives from
Global Construction to review and update the schedule, the seller will agree to the
schedule for this work.

Applicable Standards:
The seller will use standard software to produce the required documentation for
this project. Draft and final documents will be sent via e-malil

Acceptance Criteria:

The seller will work closely with the project manager. Kristin Maur. to clarify
expectations and avoid problems in providing acceptable work. Kristin will
provide written acceptance/non-acceptance of all deliverables.

Special Requirements:

The seller's staff assigned to work on this contract must have appropriate
education and experience Resumes of proposed staff will be provided as part of
the proposal. The seller will work with Global Construction to make all travel
arrangements and minimize travel costs.

6.10.6 Supplier Evaluation Matrices

It is highly recommended that buyers use formal supplier evaluation procedures to help
select sellers. In addition to reviewing their proposals or quotes, buyers should also review;
= sellers’ past performance

= talk to recent customers

= interview their management team

* request sample products or demos
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After doing a thorough evaluation, many organizations summarize evaluations using a
supplier evaluation matrix - a type of weighted scoring model. A weighted scoring model
provides a systematic process for selection based on numerous criteria. For example,
suppliers are often evaluated on criteria related to

= cost

= quality

= technology

= past performance
*  management

= skills

Sample Supplier Evaluation Matrix:

Criteria Weight | Proposal 1| Proposal 2| Proposal 3

Past performance 30% 70 90 70

Cost 25% 80 75 70

Educational background 25% 70 75 70

Management approach 20% 85 80 70

Weighted Project Scores 100% 75.5 80.5 70
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7 Executing

The Execution phase is typically the longest phase of the project (in terms of duration). It

is the phase within which the deliverables are physically constructed and presented to the
customer for acceptance. To ensure that the customer's requirements are met, the Project
Manager monitors and controls the activities, resources and expenditure required to build
each deliverable throughout the execution phase. A number of management processes are
also undertaken to ensure that the project proceeds as planned.

Many of the tasks and outputs created in the other process phases are fairly similar from
project to project, but no two projects are ever executed in the exact same way. Why?
Because projects involve uncertainty. No one can ever predict the challenges that project
teams will face in trying to meet project goals.

7.1 Communications Management

7.1.1 Project Kick-Off Meeting

A kick-off meeting is a meeting held at the beginning of a project so that stakeholders can
meet each other, review the goals of the project, and discuss future plans.

Project kick-off meetings are often used to get support for a project and clarify roles and
responsibilities. If there is a project champion, as there is for this project, he or she should
speak first at the kick- off meeting and introduce the project sponsor and project manager.
If anyone seems opposed to the project or unwilling to support it, the project champion— an
experienced senior manager— should be able to handle the situation.

At a minimum, the project manager and sponsor should have met several times, and other
key stakeholders should have been involved in developing the project charter. The project
manager should make sure the right people are invited to the kick-off meeting and send out
an agenda in advance. For a small project, a kick- off meeting might be an informal meeting
of the project team held in a social environment. The main idea is to get the project off to a
good start.

All project meetings with major stakeholders should include an agenda. Notice the main
topics in an agenda:

1. Introduction of attendees

2. Project background

3. Project objectives and policies

4. Project organization, roles and responsibilities

5. Project scope, time and cost

6. Project integration (holiday rules, meeting schedule, reporting, issue management,
training, documentation)

7. Quality assurance

8. Project tools and techniques

9. Appendix
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7.1.2 Project Steering Committee Meeting

Stakeholders often review project performance information at project steering committee.
Steering committee meetings or status review meetings are a good way to highlight
important information, empower people to be accountable for their work, and have face- to-
face discussions about key project issues.

Good meetings are well prepared in advance. The better the preparation is, the more
efficient and satisfying for the participants. The first preparatory step for a meeting is to set
up the agenda. Consider the type of information required by the participants, especially the
steering committee members. To ensure the inclusion of all items it is helpful to keep an
open file between meetings.

The agenda for a steering committee meeting may consist of the items mentioned below.
Strict time limits should be set for the discussion of each agenda item. The time allocation is
decided before the meeting and closely monitored during it, otherwise you will always run out
of time.

Status Reporting
Time and Costs
Critical Issues
Change Requests
Risk Management
Miscellaneous

Date of next meeting

NogosrwdhE

7.1.3 Reporting

Performance reporting keeps stakeholders informed about how resources are being used to
achieve project objectives. Work performance information and measurements, fore-casted
completion dates, quality-control measurements, the project management plan, approved
change requests, and deliverables are all important inputs to performance reporting.

= Status reports describe where the project stands at a specific point in time.

= Progress reports describe what the project team has accomplished during a certain
period.

» Forecasts predict future project status and progress based on past information and
trends. How long will it take to finish the project based on how things are going? How
much more money will be needed to complete the project? Project managers can also
use earned value management, as described earlier in this chapter, to answer these
guestions by estimating the budget at completion and the projected completion date
based on how the project is progressing.

7.1.4 Status Reporting

Status reports address where the project stands in terms of meeting scope, time, and cost
goals. Is work being accomplished as planned? How long did it take to do certain tasks? How
much money has been spent to date? Status reports can take various formats depending on
the stakeholders’ needs.

Sample status report:
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Progress Report PROJECT NAME

Project Owner: Mame, Position, Functional Area
Project Manager: Name, Position, Functional Area

Project Team Members: Name, Position, Functional Area

Summary

Scope @/@ | Comment:
Time ©/@ | Comment:
Costs ©/@ | Comment:
Quality ©/@ | Comment:

Status quo in Gant Chart

Main Tasks completed since last Report

Comments on Main Tasks that are not on Target (if any)

Critical Points

Changes f Change Requests (if any)

Project Risks (probability, impact, actions)

Decisions needed

Main Tasks to be completed until next Report

7.1.5 Progress Reporting
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Progress reporting measures progress against time. In many projects, each team member
prepares a weekly or monthly progress report. Team leaders often create consolidated

progress reports based on the information received from team members.

Sample progress reporting form:
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Project Name PROJECT REPORT WEEK: 43 Date: 25/10/200902 8004
| Module/Location: UK | Sub-project: Production Planning | In time: Yes & No |
Outstanding issues: Initials KB 01 Travelling costs
+ Integration meeting has to organized next week Costs in CHF 300 02 Training costs
+ AL on holiday week 44 Expenses code 03 03 Other expenses

1D Performed Activities: KG AL SW W
Preparation for conversion 24 10
Making user manual 8
PP/FI Discussion 2 2 2 2
Miscellaneous 3
Total Time

ID Activities Next Week: KG AL sSwo | IwW
Continuing with conversion preparations 20 12
User Manual 8

7.1.6 Lessons Learned on Reporting

Reporting is a very important tool for all project members and serves the following functions:

Progress control:

For the project manager and the project leader it is a tool to monitor progress closely.
They should study the weekly reporting carefully to detect any bottlenecks. Based on the
reported information, corrective actions may be needed.

Risk identification:

The outstanding issues mentioned on the report form are a good indication of potential
risk for the project. Risks need to be investigated and discussed within the project
organization, starting bottom up, until a solution is found.

Organization:

The project members often find weekly reporting annoying and unnecessary. In fact it is
an invaluable organizational aid. ltemizing all the activities done over the past week can
reinforce the sense of achievement. Planning the next week’s work helps them to
anticipate potential problems or bottlenecks.

Project information:

Weekly reporting provides progress information to all project members and indicates
whether the project is on schedule or not. The information is especially valuable for the
Steering Committee to get an idea about progress.

Feedback on working time:

The reports also show the time spent on the project. This is a good indicator of the
project members’ workload. If actual time spent is more or if it less than scheduled, the
appropriate measures should be taken.
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7.2 Time Management

As time is a scarce resource on projects, it is important to record the time spent by each
member of the team on a Timesheet to enable the Project Manager to control the level of
resource allocated to a particular activity.

7.2.1 Timesheet Document

Time management is undertaken through the completion of timesheets. A timesheet is a
document which records all allocation of time against a set of project activities listed on the
project plan. Timesheets are typically completed weekly by all members of the project. This
includes project staff, contractors and often suppliers.

If timesheets are not recorded, then it may be difficult to accurately assess the amount of
time spent undertaking project activities, and therefore become impossible to manage the
projects constraints of time, cost and quality.

Sample timesheet:
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PROJECT REPORTWEEK: 35 Date: 30.08.2009
Module: IT Sub-project: EL Intime: Yes X No
1. Performed Activities (planning) Mo | Ju | We | Th |Fr
BC administration (tape-drive problem, evaluation) 1 3 |12 |3 |2
SD Z5BIC009 Batch-Input (change for BE) 2
SDABAP Z50RC008 (claim handling) change for HA 2 1
5D language problem customer master sales text
SD New ABAP for text determination Z52Z2C001 2 |4
Fl problem for MEP (O55-inquiry) 1
SD problems (O55: wrong language, not possible to 2 2
post goods issue for delivery)
Total Time 5 |4 |4 8 ]
2

Costs in CHF Codes for expenses:
Expenses code 01 Travelling costs

02 Training costs

03 Other expenses
2. Activities next period Mo | Tu | We|Th |Fr
Merthyr visit X X
Total Time
3. Qutstanding issues

= 5D problems (O5S: wrong language, not possible to post goods issue for delivery)
= Flproblem for MEP {OS5-inquiry)

7.2.2 Timesheet Register

A Timesheet Register provides a summary of the time currently spent on the project and
enables the Project Plan to be kept fully up to date

The details of all timesheets are formally recorded in a timesheet register enabling:

» The project plan to be updated with a summary of the time recorded against each task
= The cost of each staff member to be calculated and monitored throughout the project
» The identification of overtime for the projects

Sample project register:
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As time spent is an early indicator of problems in a project, it is reviewed at every meeting of
the project team or Steering Committee. It clearly highlights problem areas and indicates
where people are spending too little or too much time. In many cases, the agreed time
distribution percentage isn’t followed. The Steering Committee has to take action to bring
people back on track.
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7.3 Cost Management

The main monitoring and controlling task performed as part of project cost management is
cost control. Cost control includes:

*= monitoring cost performance

= ensuring that only appropriate project changes are included in a revised cost baseline
» informing project stakeholders of authorized changes to the project that will affect costs

7.4 Issue Management

Issue management is the process of identifying and resolving issues. Problems with
suppliers haven'’t delivered on time, technology hasn’t performed as expected or you
experience equipment faults, you need to put in place a process for resolving project issues
quickly and efficiently. If the issue goes unresolved, you risk creating unnecessary conflicts,
delays, or even failure to produce your deliverable.

The Issue Management Process is comprised of the following procedures:
= |dentify the Issue

= Review the Issue

= Assign Issue Actions

7.4.1 ldentifying the Issue
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Any member of the project team has to identify new project issue. The issue is registered in
an issue database describing the issue and rating its current impact on the project. The
actions required to resolve the issue are also identified.

7.4.2 Reviewing the Issue

The Project Manager investigates the issue and determines the overall issue priority. The
priority of the issue is determined by its current impact on the project's ability to achieve its
stated objectives. If the issue is severely impacting the project, then it is assigned a high
priority rating and also discussed in the Steering Committee.

When determining the issue priority, the Project Manager considers whether the:

= Deliverables listed in the Scope Statement are currently being affected by the issue
= Quality Targets specified in the Quality Plan are currently being affected by the issue
= Timeframes specified in the Project Plan are currently being affected by the issue

= Resources specified in the Resource Plan are currently being affected by the issue

= Budget specified in the Financial Plan is currently being affected by the issue

7.4.3 Assigning and Tracking Issue Actions

The steering committee reviews all high priority issues by considering the current impact of
each issue on the project. It may then decide to:
o Ignore the issue, as Board members believe it is not impacting the project
e Validate the issue and request further information that is needed to make a decision
o Decide on a suite of actions to resolve the issue
The project manager is then responsible for scheduling and implementing these actions and
reviewing the issue on a regular basis to ensure that it has been resolved accordingly.
Throughout the issue management process, the project manager can monitor and control
issues impacting the project by keeping the Issue database up-to-date.
By completing these 3 steps for each issue that arises, you will be able to minimize the effect
that issues have on your project and thereby increase its chances of success.

Sample of an issue database:
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 Issues o2 ]S
View
Acme Lookup Type .‘ ’
Issues Al = ’
cct: ABC12 ] S -
Project: ABC123 Accts Payable ‘ @ Open T, ‘
| Spreadsheet View ‘ Complete =] [
Home » |[ Mo Detais || Adational information
+--Project Overview ' e
+ Daily Management
+-+Phase Planning Name |No change to credit iules Project Accts Payable \q
4.« Library
L. Report
Owner Gecige Meny [¥] Issue No. 7 Phase Business Requiement[y ]
Issue Type
Pending Decisions [+] CreatedBy JimGreen [¥] [2002/05/15|( Today | | Priority [High =]
Complete Status  (Open [«
Action Items | View () All © Open © Complete
28 Responsible John Smith [¥]  DateGiven 2002/05/08 [ Today |  Action Date 2002/05/17
Description  Confem that there will be no changes to credt polcy Q
Completed
Comments
Record: (14 ] ¢ [ 1 [)__ Ll_“)_!fj of 1
Record: (I][<] 2 (B JL]0#] of 4 (Fitered)

7.4.4 lLessons Learned on issue management:

» |ssue management is the most important progress and controlling tool for the project
manager.

= Anissue database contains all issues with deadlines, priorities and responsibilities

= |ssues have to be checked and followed continuously

» |ssue management must be an agenda point in every project team and steering
committee meeting

» |ssues are a reliable indicator of the project state
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7.5 Change Request Management

Often, a number of requests for changes emerge during project execution. It is important
during project execution to formally and informally request appropriate changes. Project
managers, team members, suppliers, and other stakeholders can make change requests, so
it is important to have a good process in place for handling them.

Integrated change control involves identifying, evaluating, and managing changes through-
out the project’s life cycle. The three main objectives of integrated change control are as
follows:

1. Influencing the factors that cause changes to ensure that changes are beneficial:
Changes can often be good for a project, so it is important to let everyone know that and
focus on promoting changes that are beneficial. For example, changes that improve
guality, reduce costs, save time, or improve stakeholder relationships are beneficial.

2. Determining that a change has occurred: To determine that a change has occurred,
project managers must know the status of key project areas at all times. In addition, they
must communicate significant changes to senior management and key stakeholders, who
normally do not like surprises - especially unpleasant ones.

3. Managing actual changes as they occur: Managing change is a key role of project
managers and their teams. It is important that project managers exercise discipline in
managing the project to help control the number of changes that occur. Managers should
focus on achieving project goals rather than putting out fires.

7.5.1 Change Reguest Management Process

= Submit change request: document the change request by completing a change request
form

= Review change request: the project manager or change manager reviews the CRF,
formally records the change request and determines whether or not a feasibility study is
required to assess the full impact of the change.

= |dentify change feasibility: if deemed necessary, a change feasibility study is completed
to determine the extent to which the change requested is actually feasible. The change
feasibility study will define in detail the change requirements, options, costs, benefits,
risks, issues, impact, urgency, recommendations and plan.

= Approve change request: a formal review of the CRF is undertaken by the steering
committee to decide on the acceptance or rejection of the change request.

* |mplementing change request: approved changes are then implemented.

7.5.2 Change Request Form

For change requests, especially those that may impact achieving scope, time, or cost goals
of the project, a formal change request form should be submitted through the appropriate
channels. It is important to have a good justification for the requested change and address
the benefits of incurring any additional costs.

Topics addressed in a change request form usually include the following:

Change request header: request ID, requestor, date, site/department, project, etc.
Description of change request: as-is, to-be, solution proposal

Justification for the change: reason, benefit

Impact of the change on: scope, schedule, cost, staffing

Risk assessment

arwbdE
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6. Suggested implementation if the change request is approved

7. Change request approval

Sample change request:

Change Request

Change Request ID: NW-701 Date: November 12, 2009
Submitted by: Kean Chandler | Department: QM Mail: kc@hotsprings.ch
Project: Training Project Ticket No: 847
Application/process to be changed: | Category:
Due date: | Priority:  critical important  nice-to-have

Description of change requested:

To avoid a schedule slip and have appropriate internal resources available, we are
requesting the approval of paid overtime for creating and distributing the survey for the
supplier management course.

Events that made this change necessary or desirable:

The IT person assigned to our project has several other important projects on hand. If
these survey tasks are delayed, the entire project will be delayed.

Justification for the change/why it is needed/desired to continue/complete the
project:

We must send out and analyze the survey in a timely manner because we need the
information to develop the first supplier management course and select an appropriate
supplier.

Impact of the proposed change on:

= Scope: None

= Schedule: None

»= Cost: $550

= Staffing: One IT person will work f O hours of paid overtime over a period of several
weeks.

= Other: None

Risk assessment:

= Low. This person suggested the paid overtime and has successfully worked overtime
in the past.

Suggested implementation if the change request is approved:

» Include the overtime pay in the normal paycheck.

Required approvals:
Name/Title Date Approve/Reject
Evan George/Affected Employee

Stella Jacobs/Employee's Supervisor

Julia Portman, VP of IT
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7.6 Human Resources Management

7.6.1 Conflict Management

Most large projects are high-stake endeavors that are highly visible within organizations.
They require tremendous effort from team members, are expensive, require significant
resources, and can have an extensive impact on the way work is done in an organization.
When the stakes are high, conflict is never far away, and even small projects with low
budgets have conflicts - it is a natural part of work and life in general. Project managers
should lead their teams in developing norms for dealing with various types of conflicts that
might arise. For example, team members should know that disrespectful behavior toward any
project stakeholder is inappropriate, and that team members are expected to try to work out
small conflicts themselves before elevating them to higher levels. The team contract, created
during project planning, should address team conduct and conflict management.

Blake and Mouton (1964) delineated five basic modes for handling conflicts. Each strategy
can be considered as being high, medium, or low on two dimensions: importance of the task
or goal, and importance of the relationship between the people having the conflict.

1. Confrontation: When using the confrontation mode, project managers directly face a
conflict using a problem-solving approach that allows affected parties to work through
their disagreements. This approach is also called the problem-solving mode. It is best
used when both the task and the relationship are of high importance. This mode reflects
a win/win approach.

2. Compromise: With the compromise mode, project managers use a give-and-take
approach to resolve conflicts, bargaining and searching for solutions that will bring some
degree of satisfaction to all the parties in a dispute. This give-and-take approach works
best when both the task and the relationship are of medium importance. This mode
reflects a lose/lose approach, since both parties are giving up something.

3. Smoothing: When using the smoothing mode, the project manager de-emphasizes or
avoids areas of differences and emphasizes areas of agreement. This method is best
used when the relationship is of high importance and the task is of low importance.

4. Forcing: The forcing mode can be viewed as the win-lose approach to conflict resolution.
People exert their viewpoints even though they contradict the viewpoints of others. This
approach is appropriate when the task is of high importance and the relationship is of low
importance. For example, if you are competing against another firm for a contract, it may
be appropriate to use the forcing mode.

5. Withdrawal: When using the withdrawal mode, project managers retreat or withdraw
from an actual or potential disagreement. This approach is the least desirable conflict-
handling mode. It may be appropriate when both the task and the relationship are of low
importance.

Effective project managers often use confrontation for conflict resolution instead of the other
four modes. However, it is important to keep in mind that the term confrontation may be
misleading. This mode focuses on a win- win problem-solving approach, in which all parties
work together to find the best way to solve the conflict.

Project managers must also realize that not all conflict is bad. In fact, conflict can often be
good. Conflict often produces important results, such as new ideas, better alternatives, and
motivation to work harder and more collaboratively. Project team members might become
stagnant or develop groupthink - conformance to the values or ethical standards of a group -
if there are no conflicting viewpoints on various aspects of a project.
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Research suggests that
e task-related conflict, which is derived from differences over team objectives and how
to achieve them, often improves team performance.
¢ emotional conflict, which stems from personality clashes and misunderstandings,
often depresses team performance.

Project managers should create an environment that encourages and maintains the positive
and productive aspects of conflict.

7.6.2 Change Management

It must be considered that there is nothing more difficult to carry out,

nor more doubtful of success, nor more dangerous to handle,

than to initiate a new order of things.

For the reformer has enemies in all those who profit by the old order,

and only lukewarm defenders in all those who would profit by the new order,
this lukewarmness arising partly from fear of their adversaries,

who have the laws in their favour; and partly from the incredulity of mankind,
who do not truly believe in anything new until they have actual experience of it.

Niccolo Machiavelli, in
The Prince, 1532, (this translation: 1935)

The implementation of a project may have a major impact on a company and especially on
its employees. The usual reaction to major change is resistance. Resistance is a natural and
inevitable reaction to a disruption of expectations. Resistance to positive change is just as
common as resistance to negatively perceived change and both reactions follow their own
respective cycles which have to be anticipated and managed.

1.1.1.4 Change Perceived as Negative

A minority of the users perceive a project implementation as negative. The Pareto principle
(the 80-20 rule) can also be applied here. About twenty per cent of the users are negative
toward a new project and extremely difficult to deal with; 80% are in favor of a change. The
people with a negative attitude followed the typical cycle shown in the figure below:
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Negative perceived changed with an example of an software implementation:

1. Shock: They were shocked when looking at this new software for the first time. Everything
seemed to be so complicated, user-unfriendly and not at all like the old software they were
used to and could operate well.

2. Disbelief: Based on these fears, they perceived the change as very negative and could
not really believe that this software could help them in their daily work.

3. Anger: The frustration turned to anger once they realized that they would have to work
with this software.

4. Negotiation: After realizing that the project was fully supported by our top management
and there was no way out, people started to ask for help and support in their daily work.
The project team tried to make access to the software easier by installing user-specific
menus.

5. Depression: The negotiation phase could not make the software any easier for them to
handle. This confrontation with reality gave way to a depression phase.

6. Understanding: Only after going through the depression phase, were they really ready to
learn and understand the software.

7. Acceptance: Finally, even these people accepted the new SAP software, but it needed a
lot of effort and strength from the project team to guide them through the various phases.

Those people perceiving the change as negative want to remain with the old order of things.
Reasons for reluctance to change are:

o losing ownership of their work

fear of failure in the new environment

laziness to respond to change;

afraid of structural changes;

fighting with other personal or business related difficulties
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1.1.1.5 Change Perceived as Positive

Most people are looking forward to changes. They perceive change as positive and undergo
the cycle shown in the figure below:
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Positive perceived changed with an example of an software implementation:

1. Uninformed optimism:
These people had a basically positive attitude towards an expected project
implementation without knowing exactly what to expect but are optimistic about

2. Informed pessimism:
They became doubtful after first contact with the software because it is not easy to get to
know an integrated software pack

3. Checking out:
They started to compare their experience with that of a previous software change-over or
other software implementations they had heard about publicly or from friends;

4. Hopeful realism:
With their feedback from other similar situations in private or public and their positive
attitude towards the implementation, they appreciated the extent of change for operating
such an integrated software;

5. Informed optimism:
They learned fast and gained confidence in operating the software;

6. Completion:
Knowing the software well, they were able to retrieve the necessary information fast and
efficiently and appreciated having a tool that really helped to make their lives easier.
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1.1.1.6 Coping with Change

According to the figure below an average person can deal with changes below 600
assimilation points, for example with an IT change, reorganization, a business process re-
engineering exercise etc. Assimilation points are a measurement of the energy used to
assimilate change. When a person must deal with a situation exceeding 600 points there is
the probability of change-related dysfunction. Significant changes in life, such as divorce or
cumulative change can overwhelm an individual’s capacity to assimilate the new situation.
600 points are exceeded. IT change combined with reorganization for example, may cause
change-related dysfunction. Change related dysfunction starts with irritability and the
tendency to be easily distracted, continues with poor communication and lack of trust,
through chronic absenteeism and ends finally with strike, sabotage or even physical violence.

3000 T
etc.
Violence
Family abuse
Sabotage
2000 -t strike

Substance abuse

Covert undermining of leadership
Malicious compliance
Stress-related health disorder
Chronic absenteeism

Feeling victimised/unempowered
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Increased error rates/accidents
Venting frustration at home

Poor decision-making
Blaming/defensiveness

1000 — Reduced risk-taking
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Brief irritation that diverts attention from wgrk

O R N e N eEi NEEEEEER EEEEEE,
IT Change
Release Change
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Private Problems
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Reorganisation

Reorganisation
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400 Pts

Business Process
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500 Pts

IT Change
Sales
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IT Change
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IT Change
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400 Pts
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Time

Norbert Welti, author of Successful SAP R/3 Implementation®, has described his
observations during an European wide rollout of an ERP project as follows:

To avoid any Change related dysfunction, we tried not to combine our IT change with
Business Process Re-engineering. In a few cases we had to adjust or reorganize processes
and this in itself caused some dysfunction for some people. We found change related
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dysfunction especially in those departments where we combined the IT change with other

projects.

About 80% of the people assimilate well to the new software because they had the

necessary energy to cope with an IT change. Among the 20% of the employees who had

problems adapting to this major change, we observed the following symptoms:

= Poor communication: As they distrusted the software these people shunned help; not
even asking for advice when they had serious problems;

* Increased margin of error: As a result of their difficulties with handling the software,
their errors increased;

= Shifting responsibility: The software was blamed for all kinds of problems and errors;

= Stress-related health disorder: Overwhelmed by the changes at work, many people,
especially those in management positions, were extremely stress when the new software
was introduced. In a few cases this led to serious illness.

Those people who had a negative perception of the changes received the following support:

= Communication: We approached these employees from various sides to encourage
them to discuss their problems;

= Education and training: We specifically targeted them for education and training to help
them overcome their problems;

= |Information: We identified and explained difficult processes and procedures in our project
bulletin. E-mail was used for communicating and explaining software-specific problems
and changes;

= Job transfers: In several cases, we transferred people to other positions within the
company;,

= Replacement: In a few cases, the introduction of the IT software had such an impact on the
job that it was more than they could handle and we had to replace them.

Conclusions:

= A common reason for dysfunction was the fact that people were incapable of adapting to
the increased demands of the job resulting from the software change. In certain jobs the
software required different or additional skills, which some people were incapable of
acquiring.

= Approximately 15% of people at the plants had extreme difficulties in handling the
software correctly and needed extensive support. Some of them even had to be replaced.
However, such people had probably reached their limits before the implementation of the
IT software. Frankly, the new software just highlighted weaknesses already existing
within the organization.

» |n Sales Administration about 40% of the staff had severe difficulties with operating the
software. These people needed, and still do, a lot of support from our hotline. Intensive
training brought their skills up to a level whereby they could carry out the basic functions
required by their job.

= The organization as a whole comes under pressure during an implementation of an
integrated software. All the additional projects; the as-is and to-be concepts etc. expose
all the pre-existing weaknesses within the various departments.

= Line-managers were in a particularly stressful situation, with dual roles; in project and in
line work. This demands vast reserves of energy and skill in order to be effective. In this
way management’s strengths and weaknesses were also revealed and quite a few were
unequal to the task.
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7.6.3 Lessons Learned for Change Management

1. Manage the change:
Project members, especially those on the Steering Committee and in project
management, should be aware of the changes they are initiating with the project. They
must manage the changes actively and help the users to make a smooth transition. This
means guiding them, communicating the information and providing them with education
and training throughout the respective project cycles.

2. Specifically focus on persons who perceive the change as negative:
Such people are usually a minority but they need the most attention. They are probably
not the most adaptable employees or the easiest to deal with but for that reason they will
require special coaching from project members.

3. Do not accumulate changes:
The implementation of integrated standard software demands a great deal of energy from
the users. Too many simultaneous changes should be avoided because they may
overstretch many individuals’ capabilities and result in change-related dysfunction.

4. Expect about twenty per cent of employees to have serious difficulty:
Such people cannot cope with the changes and the increased demands of the job. They
require extensive support and some of them may even need to be replaced.

5. Reorganize only where necessary:
Changes always reveal the underlying strengths and weaknesses of any organization. As
a result, some reorganization may be unavoidable so as to have the right people on the
right job.

6. Consider changes carefully but implement them resolutely:
With the introduction of a new software, job transfers or redundancies are unavoidable.
Structural changes must be thoroughly evaluated. However, once a decision has been
made, it must be carried out quickly and with determination. The longer action is delayed,
the more difficult it will become.

7.7 Acceptance Management

Every project phase requires formal acceptance of the project deliverables by the project
customer or designated stakeholders. This acceptance is often achieved through customer
inspection and then sign-off on key deliverables. To receive formal acceptance of the project
deliverables, the project team must develop clear documentation of the project’s products
and procedures, which the appropriate stakeholders can then evaluate for completion and
their satisfaction with the results.

7.7.1 Acceptance Management Process
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Acceptance Management is the process by which deliverables produced by the project are
reviewed and accepted by the customer as meeting his/her specific requirements.
The process entails the following steps:

Complete deliverable:
before you request the formal acceptance of a deliverable by a customer, the deliverable
must be completed to a level of quantity which is likely to gain customer acceptance.

Complete acceptance test:

The project manage arranges an acceptance test of the deliverable by the customer to
gain agreement that the derivable matches the acceptance criteria and is now ready for
final sign-off.

Review acceptance test:
The acceptance test results are assessed by the customer to determine whether or not
they met the criteria specified within the acceptance plan

Accept deliverable:
the deliverable is then finally accepted by the customer.

7.7.2 Acceptance Form

To request the acceptance of a deliverable by the customer, an Acceptance Form is
completed. The Acceptance Form describes the criteria from which the deliverable has been
produced and the level of satisfaction of each criterion listed.

Sample acceptance form:
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Deliverable Acceptance Form
Movember 12, 2009

Project Name:
Project Sponsor:
Project Manager:

Deliverable Name: |
Deliverable Description: add a brief description of the deliverable for customer acceptance is being
requested.

| Was this deliverable completed to your satisfaction? | Yes: | No:

Reasons for satisfaction or dissatisfaction

QOutstanding issues

(We), the undersigned, acknowledge and accept delivery of the work completed forthis deliverable on
behalf of our organization. My (Our) signature(s) attest(s) to my (our) agreement that this deliverable hag
been completed. Mo further work should be done on this deliverable. If the deliverable is not acceptable,
reasons are stated and comective actions are described.

MName Title Signature Date
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8 Closing Projects

Closing projects involves gaining stakeholder and customer acceptance of the final products
and services, and bringing the project to an orderly end. It includes verifying that all of the
deliverables are complete, and often includes a final presentation and report. For both
projects that are completed and those that are canceled before completion, it is important to
formally close the project and reflect on what can be learned to improve future projects.

It is also important to plan for and execute a smooth transition of the project into the normal

operations of the company. Most projects produce results that are integrated into the existing
organizational structure.

8.1 Inteqgration Management

The last task in project integration management is closing the project. To close a project, you
must finalize all activities and transfer the completed or canceled work to the appropriate
people. The main outputs of closing projects are as follows:

= Administrative closure procedures: It is important for project teams and other
stakeholders to develop and follow a step-by-step process for closing projects. In
particular, administrative closure procedures should define the approval process for all
project deliverables and how records will be retained.

= Contract closure procedures: Many projects involve contracts, which are legally
binding agreements. Contract closure procedures describe the methodology for making
sure that the contract has been completed, including both delivery of goods and services,
and payment for them.

= Final products, services, or results: Project sponsors are usually most interested in
making sure that final products, services, or results are delivered on schedule and within
budget. A final project report and presentation are also commonly used during project
closing. The section of the final report summarizing project results should also address
how well the project met key project metrics. It is important for project teams to set aside
time to prepare a good final report and presentation, as these items often receive high
visibility.

= Updates to organizational process assets: During project closing, the project team
should update appropriate process assets, especially lessons learned.

8.1.1 Final Report

The final report includes a transition plan and a plan to analyze the benefits of the project.
Also notice that the final report includes attachments for all the project management and
product- related documents.

Sample table of contents for a final project report:

Final Project Report
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June 20, 2010
Project Name:

. Project Objectives

. Summary of Project Results

. Original and Actual Schedule
. Original and Actual Budget

. Project Assessment

. Transition Plan

. Training Benefits Plan

No o~ WNE

Attachments:

A. Key Project Management Documentation
* Business case

* Project charter

* Project management plan

* Performance reports

B. Product-Related Documentation

* Survey and results

* Summary of user inputs

* Report on research of existing training
* Partnership agreements

» Course materials

* Intranet site training information

» Summary of course evaluations

8.1.2 Transition Plan

The transition plan includes information related to what work had to be done, by whom, and
when. When developing a transition plan, the project team should work with managers in
affected operating departments, and the contents of the plan should be tailored to fit the

support needs of the project.

8.1.3 Lessons Learned

Describe the lessons learned from undertaking this project and list any recommendations for

similar projects in the future.
An example list of 11 key success factors:

1. Ownership assumed by the management:

Top management must play an active role in the project. They need to participate on the
Steering Committee and take over ownership, to support the project with their expertise

and to endow it with the necessary authority. Active participation by upper management
is crucial to the adequate resourcing of the project, to taking fast and effective decisions

and to promoting company-wide acceptance of the project.

Departmental managers also must be members of the project team to assume project
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ownership, and to contribute the necessary line know-how. Doing this, they also keep
themselves up to date with the system.

Ownership taken over by the departmental manager is again a clear signal to the
department staff to accept the project. At the same time, departmental managers usually
know the most about processes and procedures in their departments and therefore can
provide the best support for the project.

Relationship of trust among the project members:

Trust among the project members including members of the Steering Committee is
essential for a successful outcome, because the project organization has hardly any
hierarchical authority but must rely on natural authority, which involves trust. Without
trust an extensive coaching and controlling effort is needed to prevent a rapid decline.
Trust can be built up with intensive communication, coaching, delegation of
responsibility, personal care and attention, among other things.

Simple, clear and measurable project objectives:

Well-defined objectives help to keep the project constantly focused and are essential for
analyzing and measuring success. They must clearly-defined, measurable, controllable
and the savings must be quantified for each objective.

Effective and strong project management:

The project management has to lead, manage and coach the whole project. To fulfil this
task efficiently and effectively, the management needs broad authority over all aspects
of the project. Their authority should be sufficient to permit the project management to
engage in all necessary managerial and technical actions required to complete the
project successfully, regardless of organizational barriers. The more powerful the project
management, the better the chances for a successful implementation. If the project
management falls below par in its tasks and responsibilities, the project is likely to fail
since they play a key role in the whole project.

Clear and simple project organization:

A flat and streamlined organizational project structure is very effective, with its short
communication- and decision-lines, especially between the project management and the
Steering Committee. Problems can be tackled quickly and unbureaucratically. Clearly-
defined tasks and responsibilities at all levels of the project organization allow everyone
to work efficiently towards project goals, avoiding political struggles over matters of
authority and control.

Highly-qualified project members:

Project work is very demanding and complex and therefore requires people with a high
learning potential. The project will need capable members from the line organization.
High caliber project members ensure a fast and proper implementation. As the driving
force of the whole project, members of the project management team must be
particularly skilled and able. Any project organization is only as good as the individuals
who comprise it.

Full-time project members:

Adequate human resourcing is essential. At the very least, all key project members must
be available full-time to ensure project continuity and progress. If human resourcing is
inadequate, the project is likely to make only slow progress and ultimately may
disintegrate. Part-time project members always tend to give higher priority to line work
since it is easier and more convenient for them to do.
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8. Open and honest communication policy:
Open and honest communication is of paramount importance to satisfy the information
needs of users and to prevent the circulation of unfounded rumours. Users need reliable
information because any project affects them directly and may even threaten their jobs.
The open information policy helps the user to become acquainted with the new situation,
to build up confidence in the project and its members, and finally to accept the project.

9. Project plan as project guideline:
The project plan is the foundation and guideline for the whole project. All relevant
matters concerning the future organization, processes, procedures and methods must
be thoroughly researched, discussed in depth and recorded in writing before
commencing the realization phase. A comprehensive and well set up to-be concept
protects the project team from lengthy disputes and therefore avoids any delays from
the line side.

10. Good consultants improve throughput time and quality:
Good consultants have a major impact on the throughput time and the quality of a
project. An external consultant on the project team must help with the designing, setting
up the project schedule and controlling the project. A consultant at the Steering
Committee level is needed to advise it about organization, processes and procedures
and to assist the project manager.

11. Regular and continuous project control:
The project should be tightly controlled as this is the essence of good project
management. Any deviation from the implementation schedule and defined project goals
must be identified and tracked carefully with appropriate corrective action taken.
Progress must be measured constantly and reported regularly in weekly meetings. The
frequency of the meetings has a direct impact on the effectiveness of control. The more
frequently meetings are held, the more efficient and effective the control, the better the
quality and the faster the throughput time.

Robert Butrick, author of The Project Workout, wrote an article on best practices in project

management for the Ultimate Business Library book. He suggests that organizations need to

follow these basic principles of project management:

= Make sure your projects are driven by your strategy. Be able to demonstrate how
each project you undertake fits your business strategy, and screen out unwanted projects
as soon as possible.

= Use a staged approach. You can rarely plan a project in its entirety. Use pro-gressive
steps or stages to project planning, and use the same generic stages for all types of
projects. Have gate reviews before starting each stage to revali-date a project and before
committing more resources and funding for the project. Place high emphasis on the early
stages of a project to reduce risks and decrease time to market.

= Engage your stakeholders. Ignoring stakeholders often leads to project failure. Be sure
to engage stakeholders at all stages of a project, and encourage team-work and
commitment at all times.

= Ensure success by planning for it. To help projects succeed, the balance of power
often needs to be tipped toward the project and away from line management.

= Monitor against the plan. Everyone working on projects must have guidance, training,
and support in creating plans and making project- related decisions. Organizations must
develop and follow control techniques for managing risks, issues, scope changes,
schedule, costs, and project reviews. Monitoring and forecasting against a plan ensure
that everyone is on the same page and prevent unwanted surprises.
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= Manage the project control cycle. Monitoring should focus more on the future than on
the past. Project managers must continuously check that the project plan is still fit for the
purpose of the project and likely to deliver the business benefits on time. Project changes
must be managed to ensure that only those enabling project benefits to be realized are
accepted. Avoid the dangers of scope creep, and let stakeholders know that project
benefits drive the scope.

= Formally close the project: Every project should be closed to make sure that all work
ceases, that lessons are learned, and that remaining resources are released for other
purposes.

8.1.4 Project Close-Out Meeting and Knowledge Transfer

It is good practice to hold a close-out meeting as a project nears completion or termination.
At this meeting, like the kick-off meeting, you should invite key project stakeholders. The
project champion should start off the meeting, and the project manager and his/ her team
should review information like the following:

= The scope, time, and cost goals and outcomes

The success criteria and results in achieving them

Main changes that occurred during the project and how they were addressed

The main lessons learned on the project

A summary of the transition plan

It is also important to take time to transfer knowledge learned while working on the project. In
particular, people who will take over products or results produced as part of the project would
need to spend time with project team members so they understand what is involved in detalil.

Many organizations are working hard to improve the knowledge transfer process, since
employee knowledge or human capital is one of their key assets. It is crucial, therefore to
make project knowledge transfer a priority, especially if the benefits of a project are not
achieved immediately.

8.2 Human Resources Management

The reintegration of project members into the line organization is a sensitive issue. Most
committed project members undergo extensive personal and professional development in
the course of the project. They acquire knowledge of project management, learn about the
company’s processes and procedures and increase their specific line skills. As a result, they
gain in confidence and potential. When they return to their former line positions they are
ready for fresh challenges and may even demand them.

Some project members become dissatisfied with their former line jobs and are looking for
more stimulating challenges elsewhere in the company. Such people, project leaders in
particular, suffer an identity crisis as the end of the project approached, if the company
doesn’t clearly define their future role in the organization.

This presents a dilemma for the company as an appropriate new job is not always available
and yet the company would not want to lose such highly-trained employees. Therefore it is
essential that these people discuss and agree upon their career development with their line
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managers before the project ends. The whole issue should be brought to the attention of the
Steering Committee early enough for them to take the appropriate measures.

8.3 Procurement Management

The final process in project procurement management is closing the contract, or contract
closure. Contract closure involves completion and settlement of contracts, and resolution of
any open items. The project team should determine if all work required in each contract was
completed correctly and satisfactorily. The team should also update records to reflect final
results and archive information for future use.

8.3.1 Organizational Project Management Maturity Model (OPM3) Best
Practices

The Project Management Institute (PMI) Standards Development Program published the
Organizational Project Management Maturity Model (OPM3) in December 2003 to address
the need to bridge the gap between organizational strategy and successful projects.

OPM3 defines organizational project management as “the systematic management of
projects, programs, and portfolios in alignment with the achievement of strategic goals.”
OPM3 is a standard developed to provide a way for organizations to measure their
organizational project management maturity against a comprehensive set of best practices.
A best practice is “an optimal way recognized by industry to achieve a stated goal or
objective.” OPMS lists 586 best practices, which PMI says are achieved through developing
and consistently demonstrating their supporting capabilities, as observed through
measurable outcomes. Capabilities are incremental steps that lead to best practices, and
outcomes are the results of applying
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