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Let’s jump right in...What do these well-known
companies have in common?

TWA e Tower Records
Kodak e CompUSA
WorldCom  Bennigan’s
Arthur Anderson e Lehman Brothers
Linen’s and Things e BearingPoint
The Sharper Image e Blockbuster
Nortel e A&P

Borders
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Can corporate decline be prevented?

Good
Information

essful Organizational Performance

___This is where

éhzﬂ?_ .
(/)
&
Uice No choices
Stage 1 Stage 2 Stage 3 Stage 4 Stage 5 _
Blinded Inaction Faulty Action Crisis Dissolution
Decline Begins } Dissolution
e S(1ccessful Organizational Performance
Appropriate Organizational Response
s [Neclining Organizational Performance
You Bet!
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Let’s get back to the basics...what are the
fundamentals of business?
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But these fundamentals of business are always
changing...

Agile
1992: Critical Chain by E.M. Goldratt
Early 1990s: COBIT

2000

¥ 1996: PRINCE2
1990 method

2010

Deming’s Quality, Productivity and Competitive Position (1982),
Out of the Crisis (1986) 1989: PRINCE method l

“TQM"\\
1954: Peter Drucker’s The Practice of Management 1975: PROMPTII

“Management By Objectives”
1980 mid 1980s: Six Sigma

1950s: Critical Path Method (CPM) 1970
1960 1969 Project Management Institute (PMI) launched

\

1930s: Introduction of statistical methods

<::< 1929: The Great Crash, Oct. 24-29

1958: Program Evaluation and Review Technique (PERT)

1936: Keynes’ The General Theory of Employment,
Interest and Money — %

1909: Frederick Taylor's
Scientific Management

1890s: Development of
Assembly Line
Industrial Revoluti
1890 <:: -nTel;rSm[)ll?)gic:IV[c))e\l;lellcc));ments ee e O r a re t h ey ? ? ?

« Expanding Trade & Markets
1880 « Growing Populations
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Projects are investments and we expect returns
on our investments

Financial Investment Manager | Business / Project Manager
e Considers client situation e Considers company
— Marital situation situation
— Children situation — Mission
— Age / Retirement goals — Strategic Objectives
— Income and assets — Competition
e Considers many factors e Considers many factors
— Price to earnings (P/E) ratio — NPV
— Profit margin — IRR
— Debt to equity ratio — ROI
— Return on equity — Payback Period
— Dividend yield — Value-enabling benefits
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To start, we need to know our organizational
purpose

Strategic intent - organization’s energies and resources

are directed toward a focused, unifying, and compelling
goal

Operative Goals

e Overall Performance

e Mission e Resources

e Competitive Advantage e Market

e Core Competence e Employee Development
e Innovation and Change
e Productivity
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Project alignment to the strategic intent is
paramount to success

Strategic External Focus

Mission

Strategic Objectives
To achieve the mission

Strategic Plans
Projects to achieve the objectives

_ Day-to-day Operations
Tactical Keep the lights on Internal Focus
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How many of us can recite our company mission

statements verbatim? ._p

Bet you know these companies though...

e To organize the world‘s information and make it universally
accessible and useful

e To bring inspiration and innovation to every athlete in the
world

e To help people save money so that they can live better
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What about your company’s strategic
objectives?

Grow retail stores by 10%
To be #1 or #2 in market share in every business we operate

Increase sales by 12%

Provide service to 8 additional countries

Achieve compliance with federal and state environmental mandates
Have zero injuries in the workplace

In organizations with a clear and explicit statement of strategic objectives,
71% of projects met their original goals and business intent, compared to
59% at companies that don’t have clear objectives

Source: PM Network, July 2012, pg 17
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You, the project professional, are on the front
lines to deliver business value

e This includes:
— Executives
— Managers
— Stakeholders
— Project Sponsors
— Project Managers
— Subject Matter Experts

— Core project team members
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Do you speak in these business terms when
describing your projects?

e Strategic and financial investment

e Competitive advantage

e Business value in monetary units

e Business value in non-monetary units
e NPV, IRR, ROI, Payback

e Benefit realization and optimization
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It’s high-time for project practitioners to
embrace a strategic, value-driven focus

- S
/ / ¥ Al
l‘-
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o
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Y >
Without Strategic Focus With Strategic Focus
*Company vision, policies and strategic «Company vision, policies and strategic
objectives are not understood objectives are understood
*Results in misaligned direction, goals and *Results in aligned direction, goals and
objectives objectives

We can learn a lot from Geese!
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Good leaders don’t have all the knowledge, but
usually have the right knowledge

e Solid understanding of mission, objectives, values
* Business priorities

e Solid business acumen

e Understanding of basic financial vernacular
 Knowledgeable of the Industry and competition

M*iﬁh
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The North Star of Project Investments:
The Business Case
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The North Star has been guiding people for
millennia

e Aligned with the Earth's axis of rotation

— Lies directly overhead viewed from the Earth's North Pole
— Dependable indicator toward the North Pole

e Brightest star in the Little Dipper

e Used for navigational purposes for explorers, nomads, tribal
migrations for a very, very long time

06 May 2013
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The business case, like the North Star, must
guide and direct project teams

 Primary tool used in deciding to invest in a project or
not, or to invest in one particular project over other
projects

e Articulates current issues, problems or opportunities
and provides detailed information on the solutions
to address the current business needs

Year0 Year1 Year2 Year3d
- Costs 7-1-04 7107 71408 709
e
Equip. purchase  {10,000) 0 0 0
Installation fee {2,000 0 0 0
Maint. fee (500) {S00) [500) 0
Subtofal (12,5000  (500) [500) 0
Savings
leased equip. 2,000 2,000 2,000 0
Lobor 0 7,800 7800 7800
Subtofal 2,000 800 800 7800

Cash Flow (10,500) 9,300 9,300 7,800
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The business case answers very important,
strategic and financial questions

Why is the project investment needed in the first place?

What will happen if the effort is not undertaken (‘do
nothing’)?

How much money, people and time will be needed to deliver
the solution?

How much financial value will be generated?

What else?

Copyright ©2013 Resch Group



The business case forecasts cash flows for your
project investment

N Increase Gains ﬁ
$
ROI
+ Accelerate Gains Measurements
| NPV
Cash i I . *ROI
Flow | .
Time *|RR
_ Reduce Costs 'PaybaCk
Period

Cash Inflows

Cash Outflows
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The business case is a living document that gets
updated for accuracy

Phase-end Review Phase-end Review Phase-end Review
=
> Execut> Vf”"“e >> Close >
Attainment
/

——
Business Case Business Case Business Case Project efforts focused to achieve or exceed
Accuracy +/-30% Accuracy +/-15% Accuracy +/-5% business case forecasted benefits

e it's best to terminate projects as early as possible in the lifecycle once it’s
determined that the project will not deliver the acceptable results

* By canceling a project for justifiable reasons, resources can then be re-directed
elsewhere in order to investigate options to bring about the desired business
outcomes

|
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Key decisions are made based upon business
case results

Phase-end Review Phase-end Review Phase-end Review

e

Decision made to terminate project
because project benefits not worth
the project effort or risk

i
AT

R

NPV = 34.5MM NPV = 28.5MM NPV = 12.4MM
ROI = 45% ROI = 28% ROI = 12%
IRR=17% IRR = 12% IRR=7%
Payback = 1.5 yrs Payback = 2.4 yrs Payback = 3.6 yrs

It’s better to terminate a project now that to spend
time, money and resources on one that doesn’t add
the appropriate amount of value
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How do you approach the North Star of project
investments?

e Are you fearful?

 Areyou energized?

Do you have the requisite skills?
e What are your anxieties?

 Here is where you can separate yourself from the pack...
e Here is where you can transition from a traditional project
professional to a strategic value enabler for your organization...
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But business as usual resumes upon closeout,
wiping out valiant project efforts

Business Requirements Project Lifecycle Business as Usual

New Product

Process Change

New Technology
Customer Requirement
Regulatory Requirement
Product Enhancement
Organization Change

Concep> Initiate>> Plan >>Execute>> Close>‘ Steady. State
Operations

Control >

Project closeout activities, including The handoff between project
project sign-off, seem to take place teams and operations is where
as a matter of course even if most, most businesses fall short
if not all, of the project benefits
haven’t been achieved
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A value-driven lifecycle addresses these
shortcomings and focuses on business value

Value-centric Project Lifecycle

Value Enhanced
Concept Initiate Plan Execute YT Close Steady State
Operations

Control

Project value metrics are
monitored, tweaked and
optimized
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And now you can state definitively what your
projects accomplished

Achieved a 45% return on e Reduced inventory by 49~ o@

investment (ROI) e Cut procurement costs by
Achieved a net present 45%

value (NPV) of $5.2MM e Increased labor efficiency
Paid off all project costs is by 40%

1.5 years e Consolidated systems from
Achieved a 12.3% internal 17to 6

rate of return (IRR) e Increased production by
Achieved total savings of 22%

S1.92MM in 10 months

Let’s start using such business language!
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