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Organizations undertake projects all the time. But how often is the decision to
undertake a project based on a strong business case? How often are proposed
projects reviewed and approved by executive management? How often does
management review the purpose, direction and progress of a project during its
lifecycle? How often does management end up asking itself "Why did we take 
on this project in the first place?" 

The answers to these questions, respectively, would probably be: "Rarely,"
"Sometimes," "Occasionally," and "Because it seemed like a good idea at the time."
In fact, says author Mike Peterson, many organizations have difficulty turning their
business ideas into reality. In this article, however, he offers some practice-proven
guidelines for avoiding the mistakes commonly made by organizations when
undertaking new projects. Here’s what he has to say.

These days, the traditional measures of a project’s success extend well beyond
"On time, on budget, and to specifications" to include such criteria as
"Delivery of anticipated benefits, engagement of stakeholders, and organiza-
tional adoption." Easy to say, of course, but hard to do in practice. 

In project management, the metrics of on time, on budget, fit for purpose 
are dependent variables. For example: a decision to cut cost (budget) will
shorten the work (time) allowed to complete the project and (potentially)
reduce the quality of the work. 

Similarly, a decision to improve the quality of a project will increase 
the cost and time required to complete the work. The "extended" criteria 
are also dependent. Executive management should decide which of these 
are the driving criteria and control the project accordingly. 

To avoid project "belly flops," management can create—and control—
projects in such a way that they have the best possible chance of success. 

Projects That Meet Business Objectives
It may seem obvious, but any project undertaken by a company should be
driven by business objectives; projects that do not clearly advance the aims
of the company should simply not be undertaken. Many organizations
review their business goals on a regular basis and adjust them for a variety 
of reasons. The review and approval of projects should be fully integrated
into this process.
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EACH ORGANIZATIONALLY

STRATEGIC PROJECT SHOULD

HAVE AN ASSOCIATED BUSINESS

CASE. THE BUSINESS CASE

SHOULD BE COMPELLING

ENOUGH TO JUSTIFY

THE BUDGET DOLLARS.

Unfortunately, many organizations lack the kind of structured process that
should be followed when deciding to approve and initiate a project. In our
experience, projects are often approved haphazardly, or without a clear
understanding—and articulation—of the intended goals. 

For example, an organization with which we had dealings decided that they
needed a new financial system. With little in the way of analysis, they selected
a big-name enterprise resource planning package, and hired a boutique firm to
assist with the implementation. At no time did they formally define the benefits
the new system was meant to usher in; nor did they decide, exactly, which
processes were to be redesigned. Their own assumptions were not articulated,
timelines were never devised, nor were the key performance indicators needed
track to success ever established. 

The end result? The project came in over budget and, more importantly,
without yielding the desired benefits. Consequently, the company was
unable to close its books for over 12 months. They undertook a long and
costly project, and failed to improve the organization’s effectiveness. 

They eventually recovered, but the total cost of the project was far greater
than anticipated. Much of their pain could have been avoided, if they had
followed a formal, well-defined process when they were first deciding
whether or not to undertake the project.

While the project identification and approval processes differ from organiza-
tion to organization, we have generally found that the following steps help to
ensure that proposed projects are properly reviewed beforehand:

■ Formally review potential projects: Compare all proposed projects with
the organization’s strategy to determine whether or not they are properly
aligned. Since available budget dollars are usually fixed, it is imperative
that they be allocated to the projects that will provide the greatest pay-
back to the organization. Senior management should determine appropri-
ateness. Potential projects that are in line with business objectives and
which promise the greatest benefits move to step two.

■ Develop a business case: Each organizationally strategic project should
have an associated business case. The business case should be compelling
enough to justify the budget dollars. The business case should include a
quantification of benefits, and as much supporting evidence as possible. 
If senior management reviews and approves the business case, then the
project moves to stage three: developing a project charter.

■ Create a project charter: The project charter should document, among
other things, the business need for the project, expected benefits, project
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ONCE A PROJECT IS APPROVED

AND CONTROL PROCESSES

ARE IN PLACE,
SENIOR MANAGEMENT MUST

COMMIT THEMSELVES

COMPLETELY TO THE PROJECT

IF IT IS TO ENJOY SUCCESS.

scope and objectives, detailed cost/benefit analysis, project outputs,
impact to business processes, key performance indicators for tracking
success, and any assumptions and constraints. The project charter should
be reviewed and approved by senior management. The timing of this
step can overlap with the beginning of the project planning processes.

Controlling the process that leads to project approval will help get things off to
a strong start; however, this is only the first step. In order to maintain the goals
of a project throughout its lifecycle, a control process should be designed to tie
the project back to the business objectives that first generated it.

Control Throughout the Lifecycle
These controlling processes are essential if a project is to be properly monitored.
Adherence to the business case and the project charter must be maintained as it
progresses through its lifecycle. Many organizations take for granted that the
objectives of a project will be automatically met, properly initiated or not. This
is not always the case, as one organization recently discovered.

This organization decided to replace its existing enterprise systems with a
new, fully-integrated system. The project was reviewed and approved by the
CEO and his management team. The project lifecycle was to span three
years. However, during the first year of the project, the CEO and all of the
organization’s upper management structure left. 

Additionally, the project plan had called for the first phase of the system to be
implemented—as a pilot—in a single business unit. Unfortunately, the business
unit that had been selected was not representative of the rest of the organization,
and therefore was not a good choice for the pilot. Without any processes in
place to control and monitor the project, the budget had grown by a factor of ten
and the project was out of control before the new management team realized it. 

As a result, they were forced to temporarily cancel the project and eat a 
considerable portion of the cost.

Controlling processes can have numerous incarnations, but there are three
key perspectives they should always possess:

1. Project Internal: Internal controlling processes cover the microlevel
detail of managing a project, such as resource management, work 
stream project planning and budget control, and document manage-
ment. They should be maintained within the project team by a project
support office or similar function, and roll up to external (macro) control
processes. It is rarely necessary for internal controls to be visible at an
executive management level.
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2. Project External: External controlling processes monitor such key areas 
as project scope, high-level timelines, budget, quality, risks and issues,
and status should be reported to a project steering committee every
month or two. These steering committee meetings are the primary link
between the project and senior management. Project managers should
also be required to report their progress toward meeting key performance
indicators defined in the project charter.

3. Independent: In addition to directly monitoring the project, it is useful
to get an independent perspective. In spite of their best efforts, it is
impossible for project management teams to maintain a completely
objective view of their projects and the associated risks and issues.
Impartial, experienced professionals should be engaged to perform 
independent reviews of a project. Results should be reported directly 
to senior management and compared with the external reporting. 

Project controlling processes are a necessary component of project 
management. The additional cost (approximately 3-5% of the overall budget)
is minor compared to the benefit. It is money well spent.

What To Do With the Updates
Even with properly initiated project approval and controlling processes in
place, it is still possible for a project to fail. Senior management must take
seriously their responsibility to monitor significant projects. One organization
that did not saw a project triple its projected budget and double the time to
completion. The project manager reported the project 75% complete
because 75% of the budget had been used. In fact, only about 25% of the
work required had been completed at that point.

Once a project is approved and control processes are in place, senior 
management must commit themselves completely to the project if it is to
enjoy success. And, since business conditions change continuously, it is 
vital that upper management stay in sync with their projects, and that 
project managers regularly provide objective and accurate progress reports. 

Here are some suggestions conducive to success:

■ Appoint an executive owner for each strategically significant project. 

■ Assign key executive stakeholders to a steering committee 
to oversee each project. 

■ Encourage, and enable, any organizational change associated 
with the project. 
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■ Enable an escalation process to address issues that can’t be 
esolved by the project teams. 

■ Ensure that the steering committee clearly defines the content, and scope,
of status reports from project management, not the other way around.

■ Be proactive—don’t assume everything is OK. 

■ Ask the tough questions.

Conclusion
While there is no way to completely eliminate the risk associated with
undertaking a large project, establishing proven processes for reviewing,
approving, controlling and reporting on projects will greatly improve the
odds. Senior management should have the opportunity to decide whether 
or not a poorly conceived project should be stopped before it starts.  

They should know—at all times—whether or not a project is on track, 
and be able to pull the plug if it is not. In any case, no senior manager
should ever need to ask why a project is being undertaken, because he 
or she will already know.
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