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PROJECT
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Eric Verzuh

The dawn of the twenty-first century is characterized by pervasive change
throughout the global economy. The ability to rapidly adapt to change and,
more importantly, drive that change, has become a survival factor for firms
across the economic spectrum.

This chapter describes how the project management discipline has
evolved to be a strategic capability in firms of every size as we all adapt to the
increasing pace of change. The content of this chapter is broken into two parts:
The first part provides a general overview of the discipline of project manage-
ment; the second part demonstrates why project management is a strategic ca-
pability and what firms are doing to leverage project management techniques.

THE PROJECT MANAGEMENT DISCIPLINE

The basis of understanding project management is the understanding of project.
A project is defined as “work that is temporary and produces a unique product or
service.” Temporary work has a beginning and an end. When the work is fin-
ished, the team disbands or moves on to new projects. Producing unique prod-
ucts or services is why projects are often referred to as one-time shots.

It is often easiest to understand what projects are by also stating what
they are not. If projects are temporary and unique, ongoing operations are
neither; for example:
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6 The Case for Project Management

• Developing a more accurate weather forecasting software model is a project;
using the model to forecast the weather week after week is an operation.

• Implementing a software package to process loan applications at a credit
union is a project; processing the loan applications becomes an ongoing
operation.

• Installing robots to paint automobile bodies at an assembly plant is a
project; painting cars is an operation.

• Writing a professional development class on risk management is a project;
presenting the class repeatedly to many customers is an ongoing operation.

THE NEED FOR A DIFFERENT DISCIPLINE

The definition of a project gives us clues as to why projects can be so trouble-
some—if we get only one chance to do it right, how can we ever hope to suc-
ceed? Refer to Exhibit 1.1 and consider the challenges inherent in managing
one-time shots:

• Staffing. As the project has a start and a finish, so does the project team.
The more unique the project is to your firm, the greater the difficulty in
assembling a team with the appropriate skill mix. Compound that prob-
lem by trying to run many projects simultaneously, all with different du-
rations and different team size requirements. You may have the need for
500 people to work on projects this quarter but need only half that many
next quarter. Where do the people come from? Where do they go? Bal-
ancing the projects undertaken against the staff and resources available is
a critical organizational capability.

• Budgeting. Most budget cycles are set to ref lect accounting cycles dic-
tated by the Internal Revenue Service and other government agencies.
However, projects are driven by other factors and often cannot wait for
the next budgeting cycle. If you are beginning your fiscal year and find

EXHIBIT 1.1 Projects versus operations

All of our work falls somewhere on the spectrum between repetitive and unique. Projects
are unique, and the more unique they are the more difficult they are to manage. At the
extreme end of the scale, research projects attempt to manage discovery. At the other
extreme, work that is almost completely repetitive has been automated and is performed
by computers or robots.

Totally
Unique

Completely
Repetitive

Operations Projects
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Project Management Is a Strategic Strength 7

out your nearest competitor is gearing up to release an improved product,
you don’t want to wait until next year ’s budgeting process to find money to
launch your own product development effort.

• Authority. When “politics” gets in the way of project progress, we usually
mean that the authority structures set up to manage the ongoing opera-
tion aren’t serving the project. That’s not surprising, given that projects
often require cooperation and participation across the normal functional
boundaries within the firm. The unique nature of projects means that a
single vertical line of authority is more the exception than the norm on
projects.

• Estimating. As new projects are considered, deadlines and budgets are es-
timated to set financial goals such as return on investment. However,
given that estimating requires forecasting the future, these cost and
schedule goals are often built more on assumptions than facts. The proj-
ect team is being asked to create something unique; that means it will
solve new problems and encounter unexpected obstacles. Even projects
that are similar to previous efforts can be difficult to forecast because
most projects contain so many variables.

• Communication. If people are the engine of accomplishing work, commu-
nication is the heart of true productivity. It is easy to understand why
“constant effective communication among everyone involved in the proj-
ect” is considered a project success factor.1 Projects that require coopera-
tive, concerted effort from temporary, cross-functional project teams
must re-create basic communication channels on every project.

As challenging as it can be to manage a project, the problem is magnified
when a firm or department has tens or even hundreds of projects. Each project
has its own risks, stakeholders, communication channels, and resource require-
ments. The project management discipline has evolved to address the chal-
lenges of individual projects and continues to evolve to address the problems
faced by project-based organizations.

A BRIEF HISTORY OF PROJECT MANAGEMENT

Although human history is marked by projects—from the Roman aqueducts to
the American transcontinental railroad—project management was not devel-
oped as a separate discipline until the mid-twentieth century. Beginning with
the nuclear weapons programs after World War II, specific techniques emerged
for planning and managing their enormous budgets and workforce. The most
well-known, PERT (Program Evaluation and Review Technique) and CPM
(Critical Path Method), have become synonymous for project scheduling tech-
niques. (Both PERT and CPM were much more than scheduling techniques, but
the scheduling graphics they produced, called PERT charts and Critical Path
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8 The Case for Project Management

charts, were so distinctive that many people have mistakenly equated project
management with PERT and Critical Path charts.)

PERT and CPM evolved through the 1950s and 1960s to become com-
monplace on major space and defense programs, but they saw limited use be-
yond those industries. From the mid-1960s through the mid-1980s, project
management methods grew and matured but still found a relatively limited
audience. Even at universities, project management was usually taught on a
limited basis in some engineering schools. However, in the 1990s, interest in
project management soared because of a convergence of several factors.
Computer technology was making a huge difference in the way we worked.
More powerful computers and software also made it easier to use the classic
project management techniques. Project management methods today are not
that much changed from a generation ago, but they have become commonly
accepted in every industry.

FUNCTIONS OF PROJECT MANAGEMENT

The project management discipline covers a broad spectrum of concepts,
tools, and techniques designed to enable the best possible project selection
and execution. Exhibit 1.2 breaks down the discipline of project management
into the major functions an organization must perform to take a project from
concept to delivery.

EXHIBIT 1.2 Project management functions

Definition ControlPlanningSelection Close Out

Risk Management

Quality Management

Feedback, Changes, and Corrective Action
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Selection

Pursuing the correct projects is easily as important as the effectiveness with
which the project is carried out. Project selection contains the following
activities:

• Create a business case for the project. The business case describes the
project’s purpose and benefits in relation to the goals of the firm; identi-
fies financial targets for the project such as return on investment, internal
rate of return, and payback period; and estimates resources in cost and
personnel. It serves as a basis for documenting commitment to the project.

• Align the project’s goals in the organization. Aligning the project tests
project goals against strategic goals for the firm and other involved stake-
holders. For instance, if multiple departments must cooperate to accom-
plish a project, understand how the project will help the departments
meet their goals.

• Prioritize the project relative to other projects and ongoing operations.
Every firm has limited time, people, and money to spend on projects.
Therefore, each new project must be weighed against existing commit-
ments and available resources.

It is important to recognize that the project manager responsible for de-
livering the project is rarely involved in any of the selection activities. Opera-
tional or product managers typically develop the business case and test the
project for goal alignment. Executives prioritize the project. That is a risk for
the project, the project manager, and the organization, which is why the risk
management function overlaps project selection.

Definition

After a project is selected, a project manager is assigned and goes to work
building the foundation for the project’s success. Project definition activities
include the following:

• Identify all stakeholders on the project and document their goals and in-
volvement. Stakeholders include customers, vendors, core team members,
and supporting management in the firm.

• Develop a relationship with the project sponsor. A sponsor is an executive
in the organization who is responsible for the success of the project.
While the project manager performs the day-to-day oversight of the proj-
ect, the sponsor provides the executive authority necessary to overcome
organizational obstacles.

• Record the goals and constraints of the project using a statement of work
or similar document. Goals and constraints can include the scope, budget,
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10 The Case for Project Management

key schedule milestones, authority structure for the project, measures of
success, communication standards, and other facts or assumptions that
will affect the project. This document is then signed by the project stake-
holders, establishing a baseline agreement.

Project definition is the foundation for success because it establishes a
common understanding of the goals and constraints of the project. Without it,
the project team is shooting at a moving target.

Planning

With a clear goal in place, documented by the statement of work and business
case, the project manager builds the action plan that describes the who, what,
when, where, and how of accomplishing the project. Planning typically includes
the following activities:

• Develop a detailed description of the work on the project using a work
breakdown structure (WBS). The WBS breaks the overall work of the
project into small, individual tasks, much the same way an organization
chart for a company breaks down authority.

• Analyze the sequence of the tasks. For all the tasks on the WBS, under-
stand which tasks have to be performed before others. The classic dia-
gram for this analysis is called a network diagram. (Both PERT and
Critical Path charts are forms of network diagrams.)

• Estimate the tasks to determine the required skills, effort, equipment, and
materials. Even though the business case provides a high-level cost esti-
mate, it is necessary to have detailed estimates to assign resources to ac-
complish tasks.

• Use the detailed information derived from the work breakdown structure,
network diagram, and task estimating to create “bottom-up” estimates for
the project. In other words, add up the cost, and schedule estimates of the
individual tasks to determine the cost and duration of the entire project.

• Establish detailed project schedules documenting specific start and finish
dates, responsibilities, and completion criteria for each task.

• Determine the number of people on the team and what skills are neces-
sary. For part-time team members, identify the dates their skills and ef-
fort are required. Staffing the project team often requires negotiating
with other project managers or functional managers.

• Prepare contracts for vendors who are participating in the project.

Control

The control function can be likened to driving a car: The driver monitors the
vehicle and the environment, intentionally steers toward the destination, and
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takes corrective action as obstacles or unexpected events arise. For project
managers, driving the project includes:

• Monitor the progress of the project against the plan. Projects are typically
too large for subjective assessments of progress to be valuable. Instead,
we need specific measurements, such as the percent of the budget con-
sumed to date. The detailed nature of the project plan allows for detailed
measurements of cost and schedule progress. We can see which tasks are
late, which are early, and which are consuming more or less effort than
was estimated.

• Communicate with the project team and stakeholders. Because life and
projects rarely go as planned, continuous, purposeful communication is
necessary to keep all project participants informed and working together
in harmony. Stakeholder communication includes formal reporting to cus-
tomers and management.

• Form the project team and attend to its health. Forming the team means
assembling a disparate group of people into a team with a shared goal.
Consciously build and maintain trusting relationships within the team.
Monitor the quality of team decision making to ensure appropriate par-
ticipation and productivity.

• Maintain the cost-schedule-quality equilibrium. During project selection
and definition, the stakeholders agreed on what to create, how much to
spend, and when it had to be delivered. The greatest threat to that balance
comes from adding scope (additional work) during the project. Any changes
to the project that affect the cost, schedule, or product must be approved
by the project manager, customer, and other affected stakeholders.

• Take corrective action to keep the project on track.

Risk Management

Because every project is unique, every project includes a high degree of uncer-
tainty. Risk management is the systematic practice of identifying and reducing
the threats that exist in the project and the project’s environment. Planning for
risk begins during the development of the business case and continues through
definition and planning as each successive function provides a more detailed
view of the project. During the control function, risk management activities
mirror the other control activities as we monitor and communicate each risk
and, if necessary, take action to respond to the risk.

Quality Management

Delivering the correct product or service, which performs as the customer ex-
pects, is no accident. Practices developed and established within the quality
discipline (as defined by Deming, Crosby, et al.) can be applied to the project
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12 The Case for Project Management

management discipline. This integration begins as the project is conceived and
carries forward until the outcome of the project is created and is accepted by
the customer. These practices focus on clearly understanding what the cus-
tomer wants and consciously planning to deliver it, including methods for en-
suring the product will be correctly built.

Close Out

Project completion goes beyond delivery of the product. In addition to ensur-
ing customer acceptance, the project manager will disband the project team
and dismantle the project infrastructure. A significant goal of project close out
is capturing the lessons of the project so that they can be passed on to the or-
ganization.

As demonstrated in Exhibit 1.2, the functions of definition, planning, and
control are ongoing throughout the project. It is important to recognize that no
matter how well a project is defined or planned, during the course of the proj-
ect, changes can occur that require the scope, cost, schedule, or some other
constraint to be modified. When that happens, the project manager will revisit
the activities included in project definition and planning.

PROJECT SUCCESS: THE TRIPLE CONSTRAINT

The functions of project management provide for gaining agreement on what
should be built, the cost or price of the product, and when it must be delivered.
In project management jargon, we term this the cost-schedule-quality equilib-
rium or triple constraint. These three variables define the overall goals of a proj-
ect; therefore, any project that is “on time, on budget, high quality” is declared a
success. The difficulty, however, exists in their relationship to one another. The
term equilibrium sums up the challenge: The quality of the product we create
depends on the time and money we are willing to spend. After a balance be-
tween these variables is struck, a change to one will affect the other two.

Achieving the proper balance of cost, schedule, and quality is beyond the
control of the project manager alone. All stakeholders, particularly those in-
volved in project selection, inf luence the choices and trade-offs that make up
the triple constraint.

PROJECT MANAGERS MUST BE LEADERS

The discipline of project management can lead us astray. With all its struc-
tured methods and specialized reports, it can create the illusion that if a per-
son learns the discipline, he or she will surely lead successful projects. Projects
are much too messy to be ruled merely by organized documentation. The
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methods and mechanics of project management are essential, but they are not
sufficient.

Forming a team to build something from nothing requires a range of lead-
ership skills and characteristics. Effective project managers are able to:

• Communicate a vision. Projects start with problems and finish with prod-
ucts. They begin with fuzzy ideas and result in tangible services. To lead
all the stakeholders on this journey requires the ability to communicate
the destination and the path to achieve it.

• Motivate and inspire the team. Every project—from the daunting to the
mundane—benefits from a motivated team.

• Build trust within the team. A fundamental component of a high-
performance team is the trust that enables team members to rely on one
another both for support and appropriate criticism. Project managers set
the tone that fosters open communication and honesty, which fosters trust
and strong relationships.

• Inf luence stakeholders beyond the project team. Customers, vendors,
other projects, and senior management all contribute to the project but do
not report directly to the project manager. Gaining cooperation outside
official authority is essential for project managers.

• Make abstract things concrete. Transforming a concept to reality requires
the ability to sift through assumptions and generalities to take meaningful
results-oriented action.

• Demonstrate persistence and determination. Not every project is tough,
but few are easy. Projects are full of unexpected problems, which require
a leader who will not give up easily.

• Manage and resolve conf lict. Conf lict is a natural part of change. As peo-
ple struggle to invent new products and processes, the project team must
not run from conf lict; rather it must work through it to reach the best de-
cisions while respecting and maintaining team relationships.

• Know when to make a decision. Balance the need for more information,
more participation, and the urgency of the situation.

• Maintain the big picture perspective while organizing details. Project
managers are responsible for achieving the overall goals by directing the
details.

This list could go on. The nature of projects makes them unruly and prone
to chaos. It takes a firm, disciplined hand at the wheel to keep the project and all
the stakeholders moving in a purposeful, concerted direction toward success.

The discipline or “science” of project management makes up an essential
tool set. The “art” of leadership lifts the human component of the project to its
potential. Neither the art nor the science is sufficient on its own. Together,
they form a powerful force that overcomes great adversity and enables us to ac-
complish any goal.
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14 The Case for Project Management

PROJECT MANAGEMENT IS A GROWTH INDUSTRY

Projects are temporary and produce unique products. Both of these character-
istics make managing projects not just difficult, but different from managing
ongoing operations. The project management discipline contains methods, tools,
and concepts that were specifically developed to ensure that each project meets
cost, schedule, and quality goals.

The use of project management methods has grown tremendously over the
past decade, and all indications are that the trend will continue. Computer-
based project management tools continue to add powerful features that make it
more practical to apply the classic techniques. Growing demand for project
managers has led to explosive growth in the number of universities offering de-
grees or certification in project management. However, these factors are merely
proof that this discipline is becoming a necessary skill in most organizations.
The root cause of the growing use of project management is the increasing rate
of change in our economy and our places of work.

PROJECT MANAGEMENT AS A STRATEGIC STRENGTH

What is the single largest factor driving the increased use of project manage-
ment methods? The ever-present, ever-increasing pace of change present in
our world today. Whether you work in health care, banking, professional ser-
vices, manufacturing, aerospace, computer hardware and software, telecom-
munications, or entertainment, you feel the changes all around you. You can be
employed by a government agency, nonprofit firm, small business, or Fortune
500 corporation, and you will experience the constant change that comes from
rapidly growing computing power and global competition. The number and va-
riety of changes surrounding us have many sources, and each change spawns
others, creating an ever-growing web of change.

This climate of ever-faster change has created new challenges and new
opportunities. All firms are challenged to keep up with the pace or risk being
left behind. The opportunities for the quick and agile are exemplified by tech-
nology companies that started from scratch and made their founders billion-
aires within a decade or less. However, the opportunities are not limited to
wireless telecommunications, computer networking, or software businesses.
Starbucks, the Seattle-based coffee retailer, has grown from a few friendly
shops in Seattle to a worldwide chain in less than ten years.

Business gurus and corporate chieftains noticed this shift in the late
twentieth century:

• Tom Peters characterized the challenge in the title of his 1987 book,
Thriving on Chaos.

• Andy Grove, CEO of Intel, titled his 1996 book, Only the Paranoid Survive.
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• Peter Senge described the “learning organization” as the new paradigm for
corporate survival in his landmark book The Fifth Discipline, published in
1990. He quotes an executive as saying, “The ability to learn faster than
your competitors may be the only sustainable competitive advantage.”2

• Jack Welch, of GE, perhaps the most respected CEO of the 1990s, observed
in 1994, “I’m in my 14th year of running a global company, and I’ve been
wrong about a lot of things in those 14 years; but one prediction I’ve made at
least 14 times that has always come true is that things are going to get
tougher; the shakeouts more brutal and the pace of change more rapid.”3

As change becomes a constant, the project management discipline moves to
the forefront of organizational capability because change is accomplished
through projects. The ability to properly select and effectively execute projects
is as integrally tied to the success of a firm as its choice of products and markets.

A NEW STRATEGIC STRENGTH

Effective execution of projects has always been important. It has never been
acceptable to be over budget, behind schedule, or delivering the wrong prod-
uct. In the past, however, project management has been seen as a tactical
strength. In the words of Steve Weidner, president of Program Navigators, ex-
ecutives’ attitudes toward project management was “I hire people, who hire
people, who hire people to manage projects.” Because projects were carried
out far from the strategic planning sessions in the executive offices, senior
management could ignore the details and discipline of project management.

Has anything really changed? Are CIOs and CFOs paying attention to
project schedules? Can the ability to manage projects actually become a com-
petitive advantage?

Before we assess whether project management is a strategic strength for
your firm, we must first define the term itself. Strategic strength refers to a
competitive edge that inf luences the strategy of the firm. At best, it is such
a dominant strength that it keeps competitors from entering the marketplace,
shaking their heads, and exclaiming “I can’t compete with that!”

Consider some strategic strengths of the past:

• Economies of scale allowed manufacturers to produce more products at a
cheaper rate. Henry Ford pioneered this idea, and it was refined through-
out the twentieth century. By 2000, this strength was cited by banks and
entertainment companies, such as Bank of America and Disney, as they
rapidly acquired or merged with their competitors.

• Large, established distribution networks provide channels for delivering
products to the customer. U.S. automakers have a much larger share of
rural U.S. markets because their dealer network is stronger than that of
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16 The Case for Project Management

foreign competitors. Coca-Cola and McDonalds also enjoy worldwide dis-
tribution networks.

• Specialized skills and processes enable a firm to produce better products
less expensively. Sony has proven repeatedly that it is the master of con-
sumer technology. Sony’s products often work better and are more user-
friendly even though they are cost competitive.

Can project management capability be as important to an organization as
these strategic strengths have been in the past? The determining factor is how
dependent the firm is on successful projects.

TACTICAL OR STRATEGIC?

Project management is not a strategic strength for every firm, because not
every firm is project-based. For example, it would be difficult to make a case
for most retail stores to focus on project management as a strategic compe-
tency. The following factors help you assess the relative importance of projects
to your firm and your career. The more that these factors are true for an orga-
nization, the more project management will be a strategic competency. Realize
that these factors may be assessed for the entire enterprise or for a specific di-
vision or department. The statements are organized so that the first five assess
the importance of projects to your career and the last six apply to your firm.

Respond to the following statements as to strategic importance of project
management skills to your career:

• Project management is an important tactical skill for me. If you manage
projects, project management is an important tactical skill because it
helps you perform your current job better. The more projects you manage
and the larger the projects are, the more important this skill becomes.

• My organization has a high proportion of budget or revenue attributed
to projects. If your firm derives a significant portion of revenue from
project-based work, your ability to manage projects well is a direct ref lec-
tion of your value to your firm. This is also true if your firm has a high
proportion of its budget allocated to projects because you will be instru-
mental in creating the most value for the money spent. If you work for a
consulting firm or general contractor whose primary source of revenue is
delivering project-based services, this factor applies to you. However, you
could also agree highly with this statement if you work in a project-based
support group in a nonproject-based company. For instance, most infor-
mation technology (IT) departments have a high proportion of their bud-
gets devoted to projects, even though the company as a whole might be a
manufacturer or a retail chain.

• My profession is driven by projects. This factor applies to you if most peo-
ple in your profession or with your skill set work a large proportion of
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their time on projects. For instance, engineers tend to spend much of
their time on projects, so any engineer will find his or her career opportu-
nities expand as he or she masters project management skills. Because
fewer professionals are spending their entire careers with a single em-
ployer, this factor has an even greater impact on your career.

• I have many projects under my span of control. Ironically, strong agree-
ment with this statement has often been associated with people who don’t
understand project management principles. They prefer “to leave the de-
tails to the people managing the projects.” However, if you have many
projects that you are responsible for, your ability to monitor and mentor
multiple project managers will improve if you use project management
techniques.

• I have career goals to significantly increase my responsibilities. Whether
you work in a project-based organization or not, your ability to manage a
new initiative, pioneer a new product, or solve a unique problem will
make you stand out among your peers. The career ladders are packed
with people who are competent at the normal requirements of your firm;
you will distinguish yourself because you can handle what isn’t normal.

As these factors are considered, it may be useful to distinguish between the
overall purpose of a company or agency and the purpose of a department. As
noted in the previous questions, a support department can be very project-
driven while the business as a whole is not. It is useful to respond to these
statements from both perspectives.

Respond to these statements about project management as a strategic
competency for your firm:

• Project management is an important tactical skill for my firm. If there
are projects in the firm, it is at least a tactical skill because it is always
important to execute tasks efficiently.

• My firm has a high proportion of budget/revenue attributed to projects.
The connection here is obvious. If the business derives a large proportion
of revenue from project-related work, project management capability will
make the firm more competitive; it will be able to provide lower cost,
higher quality products to customers. Similarly, when a significant amount
of the budget is spent on projects, strong project management gives a firm
more value for the money spent.

• My industry is driven by projects. When your industry is driven by proj-
ects, your competitors are also engaged in managing projects. Who will be
faster to market? Who will have the better product or the more competi-
tive cost? A number of factors cause an industry to be driven by projects:
—If your firm and your competitors deliver project-based services, your

industry is driven by projects. A wide variety of service businesses,
from construction to accounting to information technology, falls into
this category.
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18 The Case for Project Management

—Shelf life and complexity of your products drive projects. In the soft-
ware product industry (e.g., Microsoft, Novell, Adobe, Oracle), the
products are complex and difficult to create (though simple to manu-
facture), and they have a relatively short shelf life with significant new
releases coming out every 18 to 30 months. Therefore, these firms are
constantly engaged in product-development projects.

—The complexity and uniqueness of your products drive projects. Aero-
space and pharmaceutical companies have these factors in common.
Military aircraft and cancer-fighting drugs are tremendously expensive
and take years to develop. In these industries, shaving 10 percent off a
budget can generate millions of dollars in savings.

—If you are in a growth industry, it is driven by projects, because at the
least you are rapidly adding capacity. However, growth industries are
typically characterized by innovation as well—meaning you will need
to change rapidly to stay in the game.

—Industries associated with technology are forced to change rapidly and
constantly as they either produce new technology or use it to leverage
other competitive strengths.

• My firm has many independent projects. Independent projects—where
the products or customers are unrelated—magnify the challenges of
managing projects. Compare managing a wide variety of unrelated proj-
ects to juggling a basketball, an apple, a golf shoe, and a f laming torch.
Juggling is difficult enough, but the difference in weight, size, and shape
of all these items compounds the difficulty. So, too, with a variety of
projects, all of which ultimately share the same set of corporate or de-
partment resources.

• My firm has significant growth goals. Growth comes through change, and
change is accomplished by projects. Too often, a company with a hot
product is choked by its inability to grow its infrastructure to support the
demand. When that happens, the revenues grow but the costs grow faster,
cutting the profits and squeezing cash f low.

• My firm has important projects whose failure will cripple the firm. If you
have strategic projects, the ability to carry them out is a strategic strength.

Many of these factors probably apply to you. For firms with many of these
factors, project management is more than a tactical strength—it is a capability
that can fundamentally change the organization’s ability to compete.

THE STRATEGIC ADVANTAGE

The factors outlined previously show that projects play a large role in an orga-
nization. However, just because a firm has many projects, and many important
projects, how does that make project management a strategic strength? There
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are two fundamental answers to that question: outperforming your competition
and reducing risk.

In athletic competition, a coach often emphasizes the fundamentals of
the game during all practices because of the obvious reality that no game plan
can succeed without mastery of the fundamentals. Projects in every endeavor
share this emphasis on fundamentals. No matter how good our strategy, poor
execution causes us to fail, which is a tactical issue. It becomes a strategic
strength when the consistency and speed of our execution enables us to change
our strategy. The following examples demonstrate how project management—
once considered mere “blocking and tackling”—can change the game plan:

• Through the use of good project management and process improvement
methods, a financial services firm was able to slash its product develop-
ment cycle from 14 months to 8 months. Now this firm can deliver a new
product in about 60 percent of the time it takes a competitor. That provides
a cost advantage (therefore, a profit advantage), but the strategic advantage
is the ability to always be first to market when new opportunities appear.

• There is perhaps no better example of the strategic importance of speed
than in computer hardware and software development companies. Moore’s
Law has postulated that computing power doubles every 18 months. So
far, it is holding true. The implication for firms that develop hardware is
that they need to constantly be designing and developing new products,
often with two or more generations of products in development at the
same time. Software development companies are in the same situation.
They are constantly working on the next release of their product to take
advantage of new processing power and memory capabilities, as well as re-
sponding to shifts in the marketplace. In this never-ending product devel-
opment race, the firm that can consistently deliver the best product to the
market window has the advantage. When firms fail to maintain this pace,
they not only fall behind, they are out of the race. Project management is
one of the fundamental abilities that enable a firm to consistently deliver a
better product faster and at less cost.

• One of the factors fueling the economic expansion of the 1990s was im-
proved productivity. New technology enabled firms to accomplish more
with fewer people. The firms who have mastered project management
quickly take advantage of new cost-saving ideas without throwing their op-
erations into an uproar. On the other hand, firms that struggle with every
new project often spend far more implementing the new idea than they
will ever realize from the cost savings. For instance, companies that have
installed so-called enterprise resource planning systems (ERP systems
such as PeopleSoft, Baan, SAP, and many others) reduce information sys-
tem costs and, importantly, gain greater understanding of their operations
through more integrated information management. ERP systems enable
these firms to fine-tune operations and produce significant cost savings.
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Implementing these productivity tools and processes is often complex;
therefore, good project management is essential. Too many firms have
spent millions of dollars on the software and services required to imple-
ment these ERP systems yet have nothing to show for it. They are mired in
the complexity of adjusting their way of doing business and matching it to
the new computer system. It is a complete lose-lose situation, wasting
money and failing to gain the competitive advantages that an ERP system
can provide.

• Hospitals and health-care networks also face the need to morph rapidly for
survival. They are refining and updating internal business practices to rein
in costs and improve service. Organizations that have been successful with
these reengineering initiatives have become the new leaders—while those
that fail have had to merge with or be taken over by competitors.

These examples demonstrate how effective project execution allows a
firm to adopt more aggressive growth goals. When every project costs less and
is consistently performed faster, we can take on more new initiatives—whether
they are for efficiency, customer satisfaction, or new products and markets.

Outperforming the competition is one reason project management is a
strategic competency. Risk management is the other reason.

Every new endeavor—from ERP system implementation to new product
development—is filled with uncertainty, both good (opportunities) and bad
(risks). Often, the greater the opportunity is, the greater the risk. The uncer-
tainty is why we tend to get nervous while working on projects. Then add to the
problem that most projects are initiated based on more assumptions than facts,
and the project-based organization begins to look like a high-stakes gamble.
However, avoiding all projects to reduce risks also means avoiding all opportu-
nities. The answer is being able to engage in projects and to better manage the
associated uncertainty—to play the game but improve our odds of winning.

The gambling analogy is apt. Casinos with blackjack tables know the odds
are in favor of the house. But those gamblers who have learned to “count
cards”—by some method, remember the cards that have already been dealt—
tip the odds in their favor. They don’t win every hand, but they win more than
they lose—enough so that when a card counter is recognized, the casino may
not allow him or her to play.

Project management techniques are methods for reducing uncertainty and,
therefore, improving our odds of success. Whether you manage a cost center or a
profit center, every time you take on a project, you take on a risk. The more proj-
ects you have, the more the risk can be magnified or reduced, depending on
your ability to plan and manage projects. Project management techniques reduce
risk in three fundamental ways:

1. Forecasting the future: When you can see the future, you improve your
odds dramatically. That’s why good sailors watch the weather reports so
carefully. Project management techniques do not provide a clear picture
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of the future. Rather, they are like weather forecasting techniques; they
leverage past experience to understand the present and provide a range of
probable outcomes for the future.

2. Early problem recognition: Simply put, small problems are easier to solve
than big ones. The structured tools of project management enable early
problem recognition and resolution. That includes canceling or dramati-
cally redirecting projects that have gone off track or no longer make
sense. The difference is that these problem projects are found earlier,
after spending less corporate resources, therefore reducing the loss.

3. Improved communication: There is no more common cause of project failure
than communication breakdowns. Whether the misunderstanding is over
what, why, or how to build the product, communication failures lead to
wasted effort, time, and money. Every facet of project management improves
communication, from techniques to gain early stakeholder cooperation, to
scope management and cost control methods. The discipline provides a
structured, systematic way to know and agree on every what, why, when,
how, where, and who.

Reduced risk makes project management a strategic competency because
it alters the opportunity-versus-risk equation. It changes the long-standing fi-
nancial rule that high returns require high risk. Because of that, it allows firms
to play in high-stakes games and win more consistently.

In summary, project management can be a strategic strength because it
makes firms stronger competitors. It produces consistently better project per-
formance, more accurate cost and schedule forecasts, and early problem recog-
nition. That, in turn, improves the ability to manage the project portfolio—to
select the projects with the greatest return and cancel those that are not living
up to expectations. A strategic strength is an ability that provides a competitive
advantage. In this world of rapid change, it is increasingly difficult to sustain
operational advantages, making it all the more important to master the disci-
pline of change.

STRATEGIC COMPETENCIES

Firms that have recognized project management as a strategic competency are
responding by adding three primary components: project portfolio manage-
ment, consistency in project management tools and techniques, and a project
management office.

Project portfolio management refers to the methods used to select and
oversee projects. The term portfolio management conjures up the appropriate
analogy to managing an investment portfolio because each project is an invest-
ment of the firm’s limited resources. The project portfolio management capa-
bility typically has four components:
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1. Project selection criteria: Consistent criteria are used to accept projects
and to set performance measurements. The first sign the selection crite-
ria are working is that some proposed projects are rejected.

2. Goal alignment: The people charged with project portfolio oversight
clearly understand the overall goals of the firm and ensure that all proj-
ects support these goals.

3. Resource planning: Projects are prioritized and chosen with the knowl-
edge that the firm has limited people and budgets available. Most firms
that lack this component find they are working on far more projects than
they can accomplish—therefore, they get only partial completion on all
but a few projects.

4. Ongoing oversight: Given that projects are unique, changes in budgets,
schedules, and priority are to be expected. Regularly scheduled progress
reports allow the portfolio management team to spot run-away projects
early, cancel projects that no longer meet selection criteria, or divert ad-
ditional resources to projects that increase in priority.

Consistent project management tools and techniques are the basis for im-
proving overall project performance. Early in the chapter, we established that
many of the challenges of managing projects arise from the fact that projects
are, to some degree, unique. Exhibit 1.3 illustrates the goal of using consistent
project management practices on all projects in a firm—that consistent project
management practices leverage what is similar about projects, thereby making
them less unique. This, in turn, should reduce some of the challenges inherent
in managing unique work. Exhibit 1.4 lists potential project management tools
that could be standardized in an organization. Firms seek several benefits from
these consistent tools and methods:

• A common vocabulary exists across all projects. Mistakes caused by mis-
communication are reduced as all project participants use common terms
to discuss project issues.

• The ability to exchange project data, particularly to combine data from
multiple subprojects to gain an overall “super project” view.

EXHIBIT 1.3 Project management maturity

Consistent project management practices—from project selection through
close-out—leverage the similarities between projects in order to make them
less unique and therefore, more manageable.

Totally
Unique

Completely
Repetitive

Operations Projects
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• Consistent format improves communication with management and cus-
tomers.

• The common methods and decision points form the firm’s project man-
agement process. After a baseline process is established, it becomes possi-
ble to improve the common process based on the successes and failures
encountered on individual projects.

• Common practices form the basis for building project management skills.

A project management office (PMO) is some organizational unit that is re-
sponsible for the project management capabilities of the firm. In practice, this
office has been called a variety of names and has a range of responsibilities,
which are described in Exhibit 1.5. Whatever the overall responsibilities of the
PMO, the fundamental reason a PMO must exist is that it gives some person or

EXHIBIT 1.4 Potential standard deliverables by project phase

Define

• Charter
• Statement of work
• Responsibility matrix
• Communication plan
• Order-of-magnitude estimating guidelines

Plan

• Risk profiles
• Risk log
• Risk management plan
• Work breakdown structure
• Guidelines for task size
• Network diagram (PERT)
• Gantt chart
• Cost-estimating worksheet

Execute

• Status reports for different audiences
• Cost and schedule tracking charts
• Meeting agendas, including open task reports
• Cost-tracking guidelines
• Issues log
• Change request form
• Change log

Close Out

• Postproject review agenda and guidelines
• Postproject review report
• Client satisfaction assessment
• Project history file guidelines
• Project summary report
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group ownership of the project management process. Without a PMO, any ef-
forts to create consistent project management practices will be viewed as op-
tional and will soon become out of date. It is almost impossible to think of a firm
having a portfolio management capability in place without some form of PMO to
create and enforce the necessary project initiation and reporting standards.

How does a department or entire firm implement these capabilities? That
is the subject of this entire book. The chapters that follow detail both the dis-
cipline of project management and the path to project management maturity.

SUMMARY OF PROJECT MANAGEMENT AS A
STRATEGIC STRENGTH

The opening of the twenty-first century is characterized by an increasing pace
of change, and change is accomplished through projects. Whether you work in
government, nonprofit, or large or small business, your firm must adapt; it must
either drive change or, at a minimum, keep up with your peers.

The increasing pace of change causes greater uncertainty for all organiza-
tions. The discipline of project management can reduce the risks of uncertainty.
This discipline uses proven techniques to select, plan, and execute projects to
reduce the cost and schedule required and to improve the quality of the result.

EXHIBIT 1.5 Project off ice forms and responsibilities

Project Project Program Accountable
Center of Support Management Management Project

Responsibility Excellence Office Office Office Office

Maintain standards � � � � �

Organize training ○ ○ ○ ○ ○

Mentoring and consulting
support ○ � � � �

Schedule and budget analysis � � � �

Enterprise project information � � � �

Make project management
decisions � �

Supervise project managers ○ �

Meeting project objectives ○ ○ �

Career growth for project
managers ○ ○ � ○ �

Supply project managers to the
organization ○ �

Participate in project portfolio
management ○ ○ ○ � �

Legend: � = Full responsibility
○ = Partial responsibility

Blank = No responsibility
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As firms are increasingly driven by projects, the ability to manage proj-
ects consistently and competently is changing from a tactical competency to a
strategic competency. Firms that recognize project management as a strategic
capability—an ability that gives them a competitive advantage—are viewing
project management as a process that can be defined and consistently im-
proved. These firms are focusing on three components:

1. A rigorous portfolio management process to correctly choose which proj-
ects to invest in and to oversee existing projects.

2. Consistent project management methods so that each project is using reli-
able techniques for planning and managing.

3. A project management office responsible for maintaining and improving
the portfolio management process and project management methods.

This book describes the proven discipline of project management and
how project-based organizations can use that discipline to thrive.
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