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HOW TO INITIATE A NEW PROJECT

Have you ever wondered where new projects come from? It is not uncommon for
a project manager to be assigned to a project after it has been conceived. Because
of this, many project selections are made without the input of a project manager.
New project schedule and cost estimates are either overlooked or estimated
inaccurately. Fortunately, many companies are now realizing this and are
including experienced project managers in the selection process.

PROJECT SELECTION TEAM

Generally, new projects are selected by a team of corporate stakeholders including
executive managers, financial managers, functional managers, marketing and sales
personnel, production managers, project managers, and others as needed. Each
brings their individual points of view. The objective of this Project Selection
Team (PST) is to identify and select the projects which will produce the best
products and services based on the corporate competencies.

Whenever a group of high-powered individuals attempt to reach a common
agreement there will be conflict. Is such conflict bad? Certainly not. However, a
united decision must ultimately be made by the PST.

PROJECT SELECTION PITFALLS TO AVOID

In order to select the best possible new projects the corporate selection team
should avoid the following pitfalls:

¢ Selecting new projects that are not based on corporate competencies.

¢ Failing to select new projects that are aligned to corporate strategies.

¢ Neglecting to consider outsourcing as an alternative to upsizing when taking
oNn New projects.

o Selecting new projects without subjecting them to a rigorous feasibility
study, including an assessment of potential risks.*

o Selecting new projects that are based on the interests of only a few key
corporate stakeholders.

! This is sometimes considered as part of a SWOT (strengths, weaknesses, opportunities, and threats) analysis. For more on this see SWOT
Analysis: Discover New Opportunities. Mind Tools, 2005 <http://www.mindtools.com/pages/article/newTMC_05.htm>.



¢ Taking too long to authorize projects that are to be completed before a fixed
market-window date.

PROJECT VISION STATEMENT

Selectingnewproject s wi t hin a corporation should not be ma
There was a reason the company was formed and this reason is usually reflected in

aclearvi si on statement . EARBeepeforMassionamdv, i n his article
Vision Statements, adfers several excellent suggestions for writing effective vision

and mission statements.’

Reaching agreement on which new products to pursue can be a monumental task
because each contributor wants whatever favors their interests most. The financial
members want projects that are lucrative, technical members want a product that
can be designed easily, production managers products that can be manufactured
easily. In the end, everyone needs to agree on the vision statement.

In order to reach a united agreement, the PST must first establish selection criteria.
Each criterion must then be assigned a specific A
importance. Several techniques can be adopted for this purpose. These include:

e Scoring Models. These are models which can be developed on any
commercial spreadsheet. Their strength lies in establishing definitions for the
various scoring levels. Examples can be found at: www.projectmgt.com.

¢ Rank & Rate Models. This is a simplified model which ranks and rates each
alternative but has no limit to the total weight of the decision. Examples can
be found at: www.projectmgt.com.

¢ Analytic Hierarchy Process Models. AHP is a comprehensive technique
which allows the decision model to be decomposed into very low levels.
Teams that are not familiar with AHP models may be overwhelmed at first.
Organizations that produce commercial AHP software can be found at:
Www.projectmgt.com.

o Kepner-Tregoe Decision Models: A very popular decision making technique,
KTA employs simplicity and flexibility. It has the advantages of scoring
models, rank-rate models, and to some degree, AHP models. Examples can
be found at: www.projectmgt.com.

The project manager plays a vital role as a member of the PST. While every
member of the team provides a specific input to the project selections, the project
manager generally fulfills at least the following functions:

2 Eugen Tarnow, A Recipe for Mission and Vision Statements. <http://209.85.173.132/search?q=cache:tdXh-bvU53MJ:www.union-
imdp.org/resource/leading/A%2520Recipe%2520for%2520Mission%2520and%2520Vision%2520Statements.doc+A+Recipe+for+Mission+and+
Vision+Statements&hl=en&ct=cInk&cd=1&gl=us >.



¢ A proposed product design concept that meets the targeted market need.?
¢ An estimate of how long the project will take.

e An estimate of how much the project will cost (budget).*

o |dentification of the major project risks and risk mitigations.

Since many new products must be introduced into the market by a specific time in

order to meet a fAmar ket window of opportunity, o i
selections be made expeditiously. To do otherwise might compress the project

schedule and in some cases render the scope undoable within the allotted time. To

prevent such unnecessary delays the project manag
expediting the project selections.

THE PROJECT PROPOSAL

The purpose of a project proposal is to determine if a proposed project is feasible,
practical, and worth pursuing.

The project proposal is usually developed from discussions among key
stakeholders, and is generally written by marketing personnel, a project sponsor,
or a project manager.

The project proposal should address at least the following questions, but this too
depends on the corporate culture, and should be adapted accordingly. A new
project should be approved only if it successfully addresses each of the following
guestions:

How will this project solve the problem, or meet a need? New product projects
must be based on meeting a need or solving a problem. For commercial products
marketing personnel attempt to identify needs within a market segment. In some
cases, a customer may define its needs and seek a corporation that can best meet
them. Another marketing strategy is to identify a problem to be solved within a
market segment. It is this need, or opportunity, that becomes the fundamental
reason for considering a new product project. This aspect of the proposal should
consider the following aspects:

e Describe the problem to be solved or the need to be met.
o Describe the factual evidence that defines the problem or need.

o Verify the accuracy of the factual evidence, both qualitatively and
guantitatively.

% It is recognized that the project manager will accomplish this in partnership with the appropriate functional managers and other subject
matter experts.

* In some companies the responsibility for estimating and controlling the project budget is held by the financial division. In other companies
that embrace modern project management methodologies, the project manager is held responsible for estimating and controlling the project
budget.



What is the proposed solution? What is the solution to the need (or problem) is to
be evaluated. How well does it meet the need? Who are the competitors, and how
will the new product fit into the market window?

What will be the goal of this project? In most cases, the problem solution becomes
the goal of the project. Whenever possible, the goal should be: specific,
measurable, achievable, relevant to corporate strategies, and with a top-level
timeline.

What are the product (or service) requirements? Either marketing personnel, or a
customer will identify the product requirements--what the product is expected to
do, and how it must perform. Requirements at this stage are embryonic and will be
defi ned during the project planning
they want until they know what you can provide.

Is this project aligned with corporate goals and strategies? The proposed project
should be evaluated against the overall strategies of the corporation to ensure that
it is properly aligned with its strategic goals. Business strategies may include any
one of the following:

¢ Delayed Revenue Generation. Defer immediate return on investment in favor
of generating revenue from long-term product operations and support.

e Market Penetration. Saturate market at near cost value to become the
dominant leader.

e |mmediate Revenue Generation. Produce a maximum return on investment
in the shortest possible period.

What is the overall scope of work required for this project? Provide a top-level
description of the overall scope of the project. At this point, not enough

information is typically available to describe scope in detail since this will take
place during the initial planning stage of the project. However, the general
description of the projectds scope

processes.

shoul d be

of the projectdés schedule and cost s.

What obstacles and risks will this project face? Any identifiable obstacles and
risks (threats) that might prevent the successful attainment of the project goals
must be considered. Each risk must be analyzed, quantified, and prioritized as
much as possible with the information available at this stage of a new project.
Risk responses, including mitigations, risk sharing, risk avoidance, and risk
tolerances should be described in this portion of the project proposal.
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How long will this project take (schedule)? Once a general product concept is

established, and its requirements are proposed, a
duration is to be made. Since most information at this stage is very general, only a

top-level schedule duration estimate can be made, and it is usually given as a

range estimate, such as fAthe schedule duration is

BN

mont hs. 0o

How much will this project cost? Order of magnitude cost estimates are also made

as part of the project proposal, and like the schedule estimate, are usually given as

a range, such as, fAthe cdcvlsontod28 esti mated to be be
Mi | | i ohrfilowdableS, argjected return-on investment, and funding

requirements are also considered in this step.

Modify pricing

Market Sales
Forecast

Forecasted

New Product

Concept ROI
-

Approach

Modify design

Projected ROI depends on the market size, the estimated market share to be

gained, and the cost per unit. Before marketing and sales personnel can determine

the quantity of units to be sold in a given commercial market, a design must be

proposed. The product design at this stage need not be a detailed design since that

would be impractical. The most likely individuals to propose new products

designs would be the project manager and the functional managers. Marketing and

sales personnel can then take the proposed designs and examine the ROl in a

given market. Should the ROI be deemed too low, the designs can be modified

until an optimal designvs.salesROl i s attained. Technigues such as
anal ysiso can gr e atThefigue kelow iBustratewiow h t hi s process.
this design vs. pricing iteration cycle takes place.

® Conjoint analysis, also called multi-attribute compositional models, is a statistical technique that originated in mathematical psychology.
Today it is used in many of the social sciences and applied sciences including marketing, product management, and operations research. The
objective of conjoint analysis is to determine what combination of a limited number of attributes is most preferred by respondents. It is used
frequently in testing customer acceptance of new product designs and assessing the appeal of advertisements. It has been used in product
positioning, but there are some problems with this application of the technique.



What resources will be required by this project? Before a project can be
authorized it is vital that a corporation consider the resources needed to support it.
Resources include needed personnel, equipment, facilities, processes, and funding.
Should insufficient resources be available it may be necessary to either outsource
portions of the project, or reduce its scope to fall within available resources.

CRITICAL PROJECT INITIATION DOCUMENTS (CPIDS)

CPID No. 1: The Project Charter

The project charter is the signed document that formally defines and authorizes a
project. Reaching an agreement on the nature of a new project, including its scope,
objectives, and constraints can be a difficult but healthy process for a group of key
stakeholders in a corporate environment. For that reason, a project proposal should
be written and approved before the project charter is established.

Without a project charter, the goals of the project will be ambiguous and often
understood incorrectly by the key stakeholders, each having a different point of
interest in the project. The result is a project beset with conflicting priorities, role
confusion, and in many cases, as failed project.

While unique charters are to be written for each specific project, they should
contain at least the following aspects:

Project Authorization. A brief written statement should identify the authorized
project by name and/or number.

Project Manager Authorization. The name of the project manager, including a
description of his/her responsibilities should be clearly identified.

Key Stakeholders. All key stakeholders identified in the project proposal, those
who can positively or negatively influence the success or failure of a project, must
be identified. Their functions and roles must also be defined clearly to avoid role
confusion. List all stakeholders, their roles, and how they will contribute to the
project.

Project Goal(s). Having a clear, agreed-upon, goal statement is vital to the success
of the project. The goal statement in the project charter must be identical to the
goal established in the approved project proposal. The goals must be specific,
measurable, achievable, relevant to corporate goals, and must have a timeline.

Project Priorities. A list of the project priorities (time, cost, scope, etc.) must be
included and delineated in the order importance. These priorities should remain
constant throughout the project whenever possible. The importance of conveying
project priorities to the project manager cannot be stressed enough.



Scope Statement. A scope statement that describes the major activities of the
project in such a way that it will be absolutely clear if extra work is added later on.
Sometimes it is best to also include what is not in the scope of the project. The
scope statement in the project charter must reflect the approved scope described in
the project proposal, and may further expand on its details. If a scope statement is
not included in the project charter, it must be developed as part of the project
scope planning efforts.

Product Requirements. Either marketing personnel, or a customer will identify the

product requirements--what the product is expected to do, and how it must

perform. Requirements at this stage are embryonic and will be defined during the

project planning processes. Remember, most custom
want until they know what you can provide, so initial product requirements are

often fisoft. o Product requirements must be consi s
project proposal, and are sometimes included in a
Requirements Document (MRD).0

Project Assumptions. Any and all assumptions related to this project must be
clearly described. This may include the availability of specific resources,
information, funding, and project personnel skills.

Project Constraints & Boundaries. Any constraints or boundaries placed on this
project must be clearly described. This might include budget/funding limits, time
constraints, regulations, or quality standards that must be met.

Initial Project Risks. Any identifiable obstacles and risks (threats) that might
prevent the successful attainment of the project goals must be considered. Each
risk must be analyzed, quantified, and prioritized as much as possible with the
information available at this stage of a new project. Risk responses, including
mitigations, risk sharing, risk avoidance, and risk tolerances should be described
in this portion of the project proposal. The risks identified in the project charter
must be identical to those in the project proposal, but may contain additional
detailed risk management information.

List of Deliverables. The project charter should include a list of deliverables
produced by the project and submitted to a customer, or a production manager for
acceptance. There can be both intermediate and end deliverables.

Cost Estimates. Any cost estimates that were developed and approved in the
project proposal must be reflected in the project charter.

Schedule Estimates. Any project duration estimates that were developed and
approved in the project proposal must also be reflected in the project charter.
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Integrated Change Control. The project charter must also define how changes to
the project charter, or the approved project management plan, will be managed.
Processes such as configuration management, or software release centers must be
described in detail, including who has the authority to accept or reject these
changes.

Success Criteria. In addition to the project goals it is also important to determine
the success criteria of a project. Not all projects finish exactly on time, within
budget, or with all initial scope completed, but this does not mean that a project
has failed. Aggressive, but doable success criteria will ensure having a motivated
project team.

If you as a project manager have no written project charter you should write one
and then submit it to your sponsor, and the other key stakeholders, for review,
revision, and written approval. It is critical that all project charters be in writing
and signed by the appropriate stakeholders.

CPID No. 2: Project Communication Plan

Before a new project is authorized there needs to be a plan for disseminating
project information between all who are involved. This is especially needed
between the assigned project manager and the key stakeholders to whom the
project manager reports. Below is a simplified example of what the
communication plan may entail.

Stakeholder Information Needed Frequency Medium

Sponsor High-level cost, schedule, quality, Monthly Meeting and brief
performance, major problems and summary report
planned solutions

Customer/Marketing High-level cost, schedule, quality, Monthly Meeting and brief
performance, major problems and summary report
planned solutions

Functional Managers Major problems and planned solutions,  Bi-weekly E-mail

personnel performance

Finance Project cost reports Monthly E-mail
Project Manager Weekly status reports from team Weekly E-mail and weekly
leaders status meetings

CPID No. 3: Key Stakeholder RAM



Projects are done with groups of people. Groups lacking clearly defined
leadership, however, typically fail to complete assigned activities because
responsibility is ambiguous at best. Project teams as a whole generally do not feel
responsible for their actions. Individuals, on the other hand do. Hence, to complete
projects, responsibility for tasks must be specifically delegated to individuals. This
is the purpose of the Responsibility Allocation Matrix. It establishes individual
project responsibility on a task-by-task basis among the team members.

The Responsibility Allocation Matrix is a project management tool, a simple tool
with only one purpose--1t identifies who is to do what.

The Responsibility Allocation Matrix does not show when or how much - this
information is provided in other tools. Instead, the Responsibility Allocation
Matrix answers the question: "Who needs to do what to deliver the end-of-phase
or end-of-project results?"

A simplified RAM is shown below:

Project Functional
Responsibility Manager Sponsor Managers Customer

Meet project goals 1 2,4 2,4 2
Issue project charter 2 1 2 2
Provide skilled personnel 4

Define product requirements 2 3 2 1
Develop the project plan 1 3 2 3
Provide funding to project 1
Control changes to project plan 1 3 3,4 3

1=Primary responsibility 2= Provides inputs 3=Approval authority 4= Overall support

Two other RAMSs will be developed later; one between the project managers and
the team leaders, and the other will be at the team level. Every effort should be
made to maintain continuity between the three levels of RAMs

Project
Team
Leaders

2,4
4
2

2,4

2,4
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