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Abstract

This paper isintended to provide chief executive officers (CEOs) and other senior executives with
the understanding of what they must demand regarding project management within their organizations,
today and in coming years, to compete and collaborate effectivel y within the realities of the Internet Age. It
is also intended for use by project management professionals at
al levels to communicate with their senior managers and | cEO Demands 31 insertslikethis
convey to them the direction that the development of the project | gre placed in the text where
management discipline should be headed. The need is explored | reasonable demands must be made
to simultaneously compete and collaborate in response to the | regarding the topic being discussed
challenges posed by the phenomena of the Internet and World | or described to achieve the full
Wide Web, together with ways that are open to the CEO to | power of proiect management.
unleash the full power of project management to satisfy that
need. The important linkage is illustrated between the organization’s mission, its business strategies, and
the execution of those strategies through effective management of both the project portfolios and individual
programs and projects. The underlying principles and practices of modern, integrated project management
are presented in a manner that hopefully makes sense to CEOs and other senior executives, and the
performance level that can be demanded for each of these principles and practices is presented as bench
marks for the CEO to measure againg.

Challenges of the I nter net
The advent of the Internet in recent years is posing serious challenges to indugtry, business and
government. CEOs are recognizing the threats and opportunities of the Internet, as shown in Table 1.

1. Changesin type and level of competition 41%
2. Impact of the I nter net 38%
3. Industry consolidation 37%
4. Downward pressure on prices 33%
5. Skill shortages 32%

Table 1. CEOs of 506 Companies With Sales Over $5 Billion
List Their Greatest Challenges for 2001*

Most executives in business and government today have had some direct experience with the
Internet and the World Wide Web—but most of us still do not fully comprehend what these revolutionary
developments redly are and what their full impact on our world will be. Although we are learning
something new every day about these unprecedented phenomena, a 1999 (prior to the dot com meltdown in
2000) survey? of 600 top-ranking executives found that
92% said the Internet will reshape the world marketplace by 2001
37% expected serious competition from start-ups
16% expected competition from their own customers
86% said the Internet would force significant changes in organizational structure.
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The evolution envisioned by some from our traditional verticaly integrated companies to the
“internetworked enterprise” is shown in Figure 1-13. The intermediate transitional organization form has
been termed the “virtual corporation”, operating through an integrated network that connects the company
employees, suppliers, digributors, retailers and customers. Prior to the advent of the Internet a number of
companies (including, for example, Chryder Corporation and Hewlett-Packard) developed their own
“intranets’ using electronic data interchange and client/server computing technologies.* The Internet has
now made at |east some intranets obsolete and made possible the internetworked enterprise. Tapscott et al®
define three layers in this new digital enterprise economic model, based on a multiclient research project
with participation by a number of leading corporations:
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FIGURE 1-1. Vertically integrated enterprises have given wav to the virtual cor-
poration and are now moving to the e-business commu nity.

1. The internetworked enterprise is the basic functiona unit of an industry environment.
It relies on internetworked, knowledge-based systems to enhance its capacity to learn, be agile,
and respond quickly to customer requirements. It collabor ates and competes [emphasis added] in
industry environments and e-business communities—often in severa EBCs at once. It embraces
digita dstrategies for developing products and services and for renewing relationships with
customers and suppliers.

“2. An e-business community is a specific set of players with shared interests, who,
together, seek market dominance within the industry environment. In the software industry, the
leading EBCs are Wintdl (led by Microsoft and Intel) and Java (led by Sun, IBM, Oracle, and
Netscape). Often, a single company is a member of two or more competing EBCs; Microsoft and
Intel, for better or for worse, are involved in the Java community. Meanwhile, IBM, Oracle, and
Netscape are active players in the Wintel EBC. The term “coopetition” best describes these
dynamics.

“3. The industry environment is the overall context in which businesses operate (for
example, the software industry). An industry environment consiss of multiple e-business
communities, each of which is competing to dominate and control the overall environment.

“As noted earlier, it is the coordination of business practices and the deployment of
knowledge as enabled by the Internet that distinguishes the new environment. In the EBC, the
concept of partnership isnot merely a vendor’ s euphemism for a conventional sales relationship; it
takes on real meaning.”
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The underlying concept that enables the internetworked enterprise to operate effectively is the
real-time, geographically unlimited collaboration that is only available economically using the Internet and
the World Wide Web. Coupling the Internet with the natural collaborative capabilities of integrated project
management produces a powerful approach to the Internet challenges.

Challenges Posed by the I nter net

The challenges to business and government executives that are posed by these extraordinary devel opments
should be rather obvious to the thoughtful executive. The most basic challenge is to determine in which of
two situations your company, agency or organization finds itself:

Transform or Perish: For many organizations the changes brought on by the Internet and its
related technologies are truly a life or death matter. Either the company or agency transforms itsaf to
compete in this new environment, or accepts the fact that its days are numbered.

Exploit the Internet to Grow and Compete: All those for whom the Internet is not a life or
death matter have the choice either to capitalize on the opportunities presented by the Internet or not.
However, even those who are not today faced with the transform or perish option may well find themselves
confronted with that option tomorrow. The developments in the global arena are moving so fast that it is
impossible to predict which industries, companies and agencies are invulnerable to the chalenges of the
Internet phenomena. If an organization adopts a strategy to transform itself then of course this will perforce
incorporate the second strategy to exploit the Internet to grow and prosper.

Within this context the specific challenges posed by the Internet include:

What must | do to transform my organization to assure that it will survive and prosper?

What changes can/must | introduce into my organization to participate appropriately in the new e-

business communities and the “Customer Led Revolution”—within this new “truth economy” ?

How can my company compete effectively when much of our previoudy proprietary intellectual

property has been made available on the Internet?

How can we adequately protect our proprietary interests and intellectual capital and at the same

time enter into strategic partnerships with companies that can easily become direct competitors?

How can | promote, foster and support the means to enable the broad collaboration that is

necessary both within my organization and with our strategic partners?

What can | do to be sure that we can develop and launch our new products and services rapidly

enough to compete in this high-speed environment?

How can/do | prioritize and manage strategies, projects within strategic programs and within my

project portfolios, and activities within projects in this new environment?

For the shareholder and prospective investor, how can | differentiate my organization from all the other
“dot com” companies so that our financial fortunesin the stock market do not rise and fall with the herd?
The principles of program and project management, effectively applied, provide powerful answers to these
challenges, adiscussed in the remainder of this paper.

Unleashing the Full Power of Project Management to Compete and

Collabor ate

To gain the full power of project management the CEO must demand that:

Project portfolio management fully supports the organization’s growth strategies.

A coherent project management process exists and is fully understood.

This process and the supporting systems and tools are fully integrated with corporate policies,

procedures and systems.

The Internet and World Wide Web are used properly in the daily project management operations.
The more detailed demands that must be made are identified in the remainder of this paper. When these
demands are fulfilled the results will provide a sgnificant competitive advantage to the organization in
today’s world of Internet speed. They will also enable the organization to collaborate effectively with
customers, suppliers, government and other controlling agencies, and even direct competitors, as required
inthisInternet Age.
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I mplementing Business Strategies T hr ough Projects

Strategically managing the growth of a company, agency, ingtitution, or other human enterprise

requires:
- Avison of thefuture of the organization at thetop level;

Consensus and commitment within the power structure of the organization on the mission and

future direction of the organization;

Documentation of the key objectives and strategies to fulfill the mission;

Planning and execution of specific projectsto carry out the stated strategies and reach the desired

objectives.

Objectives are descriptions of where we want to go. Strategies are satements of how we are going

to get there. Strategies are carried out and objectives are reached, when major growth steps are involved,

through execution of projects and multi-project programs. Projects trandate drategies into actions and

objectivesinto realities.

It is important to recognize that objectives and strategies exist in a hierarchy—and not just at one
level—in most organizations. A useful way to describe thishierarchy isto definethree levels:

Leve 1: Policy

Level 2: Strategic

Level 3: Operational
Figure 2 shows how the strategies become objectives at the next lower level in the hierarchy, until a the
operational level projects are identified to achieve the operational objectives. Unless the higher-level
objectives and strategies are trand ated into actions through projects, the planswill simply sit unachieved on
the shelf. The linkage between strategic and project management is aso shown in Figure 2. Strategic
managers set the future course of the organization. Project management executes the specific efforts that
achieve the growth strategies. The managers of these projects are acting for and representing the project
owners, and receive their direction through the project sponsors.

Two broad classes of organizations can be identified: Frst, those project-driven organizations
whose primary business is in fact made up of proects. Examples of this class include
architect/engineer/constructor, general contractor, and specialty contractor firms; software development
firms who sdll their products or services on a contract basis;, telecommunications systems suppliers;
consultants and other professional services firms; and other organizations that bid for work on a project-by-
project basis. Growth strategies in such organizations are reflected in the type, size, location and nature of
the projects selected for bidding, as well as the choices made in how the required resources will be
provided (in-house or out-sourced) to carry out the projects, if and when a contract is awarded or the
project is otherwise approved for execution

The second category of organizations—those that are project-dependent for growth— includes all
othersthat provide goods and services as their mainstream business. Projects within these organizations are
primarily internally sponsored and funded. Examples include manufacturing (consumer products,
pharmaceuticals, engineered products, etc.), banking, transportation, communications, governmental
agencies, computer hardware and software developers and suppliers, universities and other institutions,
among others. These organizations depend on projects to support their primary lines of business, but
projects are not their principle offering to the marketplace. Many of these sponsors of internally funded
projects are important buyers of projects from project-driven organizations.

In both of these types of organizations, projects are the primary vehicles for executing their growth
strategies. For this reason the project management capabilities of organizations are crucial to their current
and future success.

Objectives of M oder n Project M anagement CEO Strategic Demands:
The objectives of project management are two-fold: 1. That every authorized project clearly
To assure that each project when initially conceived and | SUPPOrtsan approved strategic objective
authorized supports the organization’s approved higher | Of theorganization.
level drategic objectives and contains acceptable risks | 2 That each project’srisksare
regarding the project’s objectives. comptitive, technical, | €valuated and managed using currently
cost and schedule. available methods and systems.
To plan, control and lead each project smultaneoudly with | 3: That dl projectsare evaluated,
all other projects effectively and efficiently so that each | Prioritized and approved on the basis of
will achieve its approved objectives; meeting the related | thesame corporate criteria
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strategic objective by producing the specified results on schedule and within budget.
The firg of these objectivesis closely linked to the strategic management of the organization. Application
of project management practices during the early strategic planning and project concept phases has been
introduced in more organizations within the past few years, with beneficial results. Too frequently, project
failures can be traced directly to unrealistic origina technical, cost or schedule targets, and inadequate risk
anaysis and risk management.
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Figure 2. The hierarchy of objectives, strategies and projects.®

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

Program: A group of related projects managed in a coordinated way.
Source: A Guide to the Project Management Body of Knowledge (PMBOK® Guide),2000 Edition © Project Management Institute, 191

Project: A complex effort, usually less than three years in duration, made up of interrelated tasks performed by
various organizations, with a well-defined objective, schedule and budget.

Program: A long-term undertaking that is usually made up of more than one project.
Source: Archibald, Russell D., Managing High-Technology Programs and Projects, Second Edition. 1992, John Wiley & Sons, 24

A Few Key Definitions
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I ntegrated Project Portfolio M anagement

Rather than attempt to manage individual projects as if they were stand-alone endeavors,
executives have learned over the yearsthat every project is always interrelated, primarily through the use of
common resources, with some—if not all—other projects in the organization. Relating selected projects
within a program is often a step in the right direction. Organizations have progressed from single project
and program management to multiple project management, and they are now moving rapidly to project
portfolio management. Dye and Pennypacker show the key differences between portfolio and multiple
project management in Table 2.

Project Portfolio Multiple Project M anagement
M anagement

Purpose Project Selection and Resource Allocation
Prioritization

Focus Strategic Tactical

Planning Emphasis Long & Medium-Term Short-Term
(annual/quarterly) (day-to-day)

Responsibility Executive/Senior Management Project/Resource Managers

Table 2. High-Level Comparison of Project Portfolio Management and Multiple Project Management.”

As indicated in Figure 3, the project portfolio consists of the programs and projects supporting a
given higher-level strategy. There could be only one overall corporate project portfolio, but it generally
makes more sense to define more than one portfolio on a strategic basis in large organizations to reflect
product line, geographic or technological divisions of the organization, industry or market.

A Project Portfolio Seering Group consisting of senior executives as appropriate is responsible
for establishing the project portfolio management process and for the decisions that must be made
concerning the programs and projects within the project portfolio(s) during the operation of that process.
The project portfolio management process consists of the following twelve basic steps:

Define the project portfolios required within the organization.

Define the project categories within each portfolio based on uniform criteria for the entire

organi zation.

Identify and group all projects within categories and programs.

Validate projects with the organization’ s strategic objectives.

Prioritize projects within programs and portfolios.

Develop the Project Portfolio Master Schedule.

Establish and maintain the key resources data bank.

Allocate avail able key resources to programs and projects.

Compare financial needs with availability.

0. Decide how to respond to shortfallsin money or other key resources and approve thelist of funded
projects.

11. Plan, authorize and manage each program and project using the Project Management Process and

supporting systems and tools.

12. Periodically re-prioritize, re-allocate resources and re-schedule al programs and projects as
required.

N

HOo~N AW

The Organization’s Project M anagement Process

In order to achieve the full benefits of modern project management CEO D ds
each company or agency must have a documented picture of its 4 That tehman Sect ¢
overall project management process. This process : € project managemen
process of the organization be
Describes how the organization’s project portfolios are ) .
documented in a coherent, easily
related to the organization’s growth strategies,
understood manner.

Identifies the basic types or categories of projectsthat exist | 5 That all projects be managed

or are planned, within their appropriate, defined
Definesthe project life cycle for each project category, portfolios.
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Strategic
Objective
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Figure 3. Schematic of Strategies, Projects, a Program and a Project Portfolio.

Defines, for each project category, the corporate guidelines for project risk analysis and planning

and control, with provision for appropriate adaptation for specific situations,

Specifies the documents and related levels of approval authority for initiating and authorizing new

projects and major changes to authorized projects,

Identifies the key roles and defines their responsibilities and authority as related to project and

functional management, and

Specifies the procedures for escalating the inevitable conflicts (for scarce resources, priorities

between projects and others) to the appropriate level for their prompt resolution.

This process is often documented as an overall flow chart with supporting narrative descriptions,
together with appropriate references to pertinent corporate policies, procedures and forms. When this is
done properly the result isintegrated project management.
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