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1 | Introduction

Project management is a very unusual job, but millions of us do it.
Project management has been done for centuries. The pyramids, the
Great Wall of China, bridges over rivers, holidays, business trips,
these are just a few examples of projects.

‘Project management is just common sense.” Of course it is. So why
do so many of us get it wrong? Even if we get one project right, we
probably make a mess of the next. And why do we keep getting it
wrong time after time? You need to be armed with a little more than
common sense when diving into a project such as constructing a
pyramid. It’s no good getting half way through, then remembering
you forgot to put in the damp course!

Why do so many professionals say they are project managing, when
what they are actually doing is fire fighting?

The answer is that, where project management is concerned, most of
us don’t learn from our mistakes. We don’t think about the process,
document it, structure it, repeat it and use experience to improve the
model. Problems are likely to arise in every project we tackle, but
planning ahead and controlling how things happen against that plan
could have avoided many of the problems the fire-fighter tackles.

Those who are starting a project for the first time should not have to
reinvent the wheel. They should be able to build on the experience of
previous Project Managers. By the time we are doing our tenth
project we should have a method that helps us avoid mistakes we
made in the previous nine.
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This book presents the latest version of PRINCE2, a structured
project management method based on the experience of scores of
other Project Managers who have contributed, some from their
mistakes or omissions, others from their success. It can be applied
to any kind of project, however big or small, i.e. the basic philoso-
phy is always the same. The method should be tailored to suit the
size, importance and environment of the project. Common sense
PRINCE?2 says, ‘Don’t use a sledgehammer to crack a walnut’,
but equally don’t agree important things informally where there is
any chance of a disagreement later over what was agreed.

Typical Project Problems

So let’s have a look at some typical problems from several different
points of view.

A few years ago I was asked to implement PRINCE in the computer
department of a large international company. They had drawn up a
list of six typical complaints from their customers.

e The end product was not what we originally asked for.

e The system and the project changed direction without our
realising it.

e The costs escalated without our realising it, then it was too
late to stop it.

e We were told the system would be delivered late, but we were
only told this when it was too late for us or the computer
department to supply extra effort.

e We were in the dark during most of the development, and
even now we do not really understand how to make the
system work.

e The programs are not reliable, hence maintenance costs are
more than we expected.

This was an embarrassing list for them, showing that the customers
were ignored during most of the project. This was apart from poor
planning and control problems during the project.
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Speaking of control, the Hoskyns Group did a survey of projects
some years ago and listed symptoms that they found to indicate
projects that were out of control. You might recognise some of
the symptoms.

e Unclear direction

e Over- or underworked staff

e People and equipment not available when needed
e Examples of rework or wasted effort

e The final tasks were rushed

e Poor quality work

e Projects late and overspent

e Small problems had a big impact.

But why do these problems occur? Their causes show the reasons
why a formal project management method is needed.

e Lack of customer involvement
e Lack of coordination
e Lack of communication
e Inadequate planning
e Lack of progress control
e Lack of quality control
e Insufficient measurables.
So there we have it. Without good project management projects will:
e Take more time than expected
e Cost more than expected

e Deliver a product that is not exactly what the customer
wants

e Deliver a product of inadequate quality
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Not reveal their exact status until they finish.

These experiences show us why a good project management method
such as PRINCE2 is needed if our projects are to be well managed
and controlled.

Benefits of a Project Management Method

The method is repeatable

The method is teachable

It builds on experience
Everyone knows what to expect

If you take over a project in the middle, you know what
documents to look for and where to find them

There is early warning of problems

It is proactive not reactive (but has to be prepared to be
reactive to events — illness, pregnancy, accident, external
event).

Organisations are becoming increasingly aware of the opportunities
for adopting a ‘project’ approach to the way in which they address
the creation and delivery of new business products or implement any
change. They are also increasingly aware of the benefits that a single,
common, structured approach to project management — as is pro-
vided through PRINCE?2 — can bring.



5 An Overview of
PRINCE2

Key Principles

PRINCE?2 is a scalable, flexible project management method, suita-
ble for use on any type of project. It has been derived from profes-
sional Project Managers’ experiences and refined over years of use in
a wide variety of contexts. It is owned by a stable public authority,
the Office of Government Commerce (OGC), and is available free of
charge in the public domain. The OGC has an ongoing commitment
to maintaining the currency of the method, together with the
manual and other books used to define the method.

PRINCE?2 gives:

e Controlled management of change by the business in terms
of its investment and return on investment

e Active involvement of the users of the final product through-
out its development to ensure the business product will meet
the functional, environmental, service and management
requirements of the users

e More efficient control of development resources.

So that is how its users derive the benefits mentioned in the
Introduction.

Organisations require a project management method that will meet
and fit their particular needs, and PRINCE?2 is designed to be flex-
ible and scalable, so it can be ‘tailored’ to fit and meet these needs.
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A key approach of the method is that it firmly distinguishes the
management of the development process from the techniques
involved in the development process itself.

There are two key principles of PRINCE2 that you should grasp as
the basis for your understanding of the method.

A PROJECT SHOULD BE DRIVEN BY ITS BUSINESS CASE

You shouldn’t start a project unless there is a sound Business Case
for it. At regular intervals in the project you should check to see that
the project is still viable and stop the project if the justification has
disappeared.

PRINCE?2 1S PRODUCT BASED

PRINCE2 focuses on the products to be produced by the project,
not the activities to produce them. This affects its method of plan-
ning, many of its controls and its approach to ensuring quality.

Structure of the PRINCE2 Method

There are three parts to the structure of the method itself:
e Processes
e Components
e Techniques.

PRINCE?2 offers a set of Processes that provide a controlled start,
controlled progress and a controlled close to any project. The pro-
cesses explain what should happen, when it should be done and by
which role.

PRINCE2 has a number of Components to explain its philosophy
about various project aspects, why they are needed and how they
can be used. This philosophy is implemented through the processes.

PRINCE?2 offers only a few Techniques. The use of most of them is
optional. You may already have a technique that is covering that
need satisfactorily. The exception is the product-based planning
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technique. This is a very important part of the PRINCE2 method.
Its understanding and use bring major benefits and every effort
should be made to use it.

The table below gives a very high level view of what the processes do
and the links between them, the components and the techniques.

COMPONENT PROCESS TECHNIQUE

Starting Up a Project (SU) | Quality Review

Establish:

Controls e What (in general

terms) is the product

we’re trying to deliver

(Project Brief)?

Business Case e Why it should be done

e Are we likely to be
better off?

e Who is going to pay
for it?

Organisation e Who is going to define
what is needed?

e Who is going to do the

work?
Quality e What is the expected
quality?
Project e How will we go about
Approach providing a solution?
Risks e Can we see any risks in
doing it?
Controls e How the customer and

supplier will agree that
the project is complete
(Acceptance Criteria)
Planning e How much effort
would it take to draw
up a ‘contract’ (the Product-based
initiation Stage Plan)? | Planning




8 PRINCE?

Controls

How will the
project be
controlled?
Should the
project be
divided into
pieces for easier
planning and
control?

Business Case

Change Control
How will
changes to the
original request
be controlled?
Configuration
Management
How will the
products be
tracked and
controlled?
Risk

How risky is the
project?
Quality

How will the
required quality
be built into the
products?

Plans

Planning the
project

Initiating a Project (IP)
Draw up a ‘contract’
which formally states:

What key products the
project will deliver
Why there are good
reasons for doing the
project (Business Case)
The scope of what we
are doing

Any constraints which
apply to the product
we are to deliver

Any constraints
applied to the project
Who is to be involved
in the project decision
making?

How and when the
products will be
delivered and at what
cost (Project Plan)
How we will achieve
the required quality
(Project Quality Plan)
What risks we face
(Risk Log)

How we are going to
control the project.

Define what the next
commitment is for which
you are looking (next
Stage Plan)

Set up a filing structure
for the project

Product-based
Planning
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Controls

Track progress
Change Control
Capture change
requests and
analyse their
impact
Configuration
Management
Keep control of
products

Risk

Watch for
changes in risk
status

Controlling a Stage (CS)
Allocate work

Check on progress
Ensure that the quality is
OK

Ensure that changes are
controlled

Report on progress
Watch for plan deviations
Escalate any forecast
deviation

Update the Stage Plan

Change Control
Log and analyse
the impact of
any proposed
changes

Plans

What should be
in my Team
Plan?

Controls

Team Manager
reports to the
Project
Manager.

Does the Team
Manager need to
escalate a
problem to the
Project
Manager?
Quality

Are my team
producing
quality
products?

Managing Product
Delivery (MP)
Negotiate work to be
done

Do it

Plan it

Keep track of progress
Report progress

Make a record of quality
checks

Control changes

Give it back

Quality Review
Is a product free
from error?
Change Control
Log any received
changes
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Plans

Preparing the
next Stage Plan
and updating the
Project Plan
Controls

What does the
project look like
now?

Risk

Has the risk
status changed?

Managing Stage
Boundaries (SB)

Gather the results of the
current Stage

Plan the next part (next
Stage Plan)

Check the effect on:

the Project Plan

the justification for the
project

the risks

Report and seek approval

Controls

Has everything
been delivered?
Is the customer
happy?

Is everybody
happy about the
handover of the
product?

Are there any
loose ends?

Closing a Project (CP)
Check that everything has
been delivered

Check that the product is
accepted

Make sure there are no
loose ends

Plan how and when
achievement of the
expected benefits can be
checked

Record any useful
information for other
projects

Report on the success of
the project against its
Project Initiation
Document

Store the project records
for audit

Release resources
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Controls

Should we
approve the next
stage?

What do we do
about the
forecast
deviation from
the agreed plan?

Directing a Project (DP)
Should we approve the
next step in the project?
Decide on the acceptable
margins of plan deviation
Confirm project closure

Plans

Structure and
explanation of
the levels of plan

Planning (PL)

A process for the
standardised creation of
plans

Product-based
Planning

PRINCE?2 has a process-based approach to project management.
The processes define the management activities to be carried out
during the project. In addition, PRINCE2 describes a number of
components that are applied within the appropriate processes.
Figure 2.1 shows the components positioned around the central

process model.

The Components
The components of PRINCE?2 are:

Business Case =~ PRINCE?2 is based on the premise that a viable
Business Case should drive a project. The
essential contents are defined and linked with the
moments in the processes when the Business
Case should be updated or consulted.

Organisation The structure of a project management team. A
definition of the roles, responsibilities and

relationships of all staff involved in the project.

PRINCE?2 describes roles. According to the size

and complexity of a project, these roles can be

combined or shared.



12 PRINCE?

Plans

Controls

Risk

Quality

Configuration
Management

Change Control

PRINCE?2 offers a series of plan levels that can
be tailored to the size and needs of a project,
and an approach to planning based on products
rather than activities.

A set of controls that facilitate the provision of
key decision-making information, allowing the
organisation to pre-empt problems and make
decisions on problem resolution. For senior
management PRINCE2 controls are based on
the concept of ‘management by exception’, i.e. if
we agree a plan, let the Project Manager get on
with it unless something is forecast to go wrong.

Risk is a major factor to be considered during
the life of a project. PRINCE2 defines the key
moments when risks should be reviewed,

outlines an approach to the analysis and
management of risk, and tracks these through all
the processes.

PRINCE2 recognises the importance of quality
and incorporates a quality approach to the
management and technical processes. It begins
by establishing the Customer’s Quality
Expectations and follows these up by laying
down standards and quality inspection methods
to be used, and checking that these are being
used.

Tracking the components of a final product and
their versions for release is called configuration
management. There are many methods of
configuration management available. PRINCE2
does not attempt to invent a new one, but
defines the essential facilities and information
requirements for a configuration management
method and how it should link with other
PRINCE?2 components and techniques.

PRINCE2 emphasises the need for change
control and this is enforced with a change
control technique plus identification of the
processes that apply the change control.



AN OVERVIEW OF PRINCE?2 13

Business
Case

Change Control

Configuration Organisation

Management

‘ontro} anage

Quality

Controls

Figure 2.1

The Processes

The steps of project management are described in eight processes,
which are summarised in Figure 2.2.

Any project run under PRINCE2 will need to address each of these
processes in some form. However, the key to successful use of the
process model is in tailoring it to the needs of the individual project.
Each process should be approached with the question ‘How exten-
sively should this process be applied on this project?

DIRECTING A PROJECT (DP)

This process is aimed at the senior management team responsible for
the project, the key decision makers. These are usually very busy
people and should be involved in only the decision-making process
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of a project. PRINCE2 helps them achieve this by adopting the
philosophy of ‘management by exception’. The DP process covers
the steps to be taken by this senior management team (the Project
Board) throughout the project from start-up to project closure and
has five major steps:

e Authorising the preparation of a Project Plan and Business
Case for the project

e Approving the project go-ahead

e Checking that the project remains justifiable at key points in
the project life cycle

e Monitoring progress and giving advice as required

e Ensuring that the project comes to a controlled close.

STARTING UP A PROJECT (SU)

This is intended to be a very short pre-project process with five
objectives:

e Design and appoint the project management team
e Ensure that the aims of the project are known

e Decide on the approach which will be taken within the pro-
ject to provide a solution

e Define the Customer’s Quality Expectations

e Plan the work needed to draw up the PRINCE2 ‘contract’
between customer and supplier.

INITIATING A PROJECT (IP)

This process prepares the information on whether there is sufficient
justification to proceed with the project, establishes a sound man-
agement basis for the project and creates a detailed plan for as much
of the project as management are in a position to authorise. The
management product created is the Project Initiation Document, the
baseline against which progress and success will be measured.
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CONTROLLING A STAGE (CS)

This process describes the monitoring and control activities of the
Project Manager involved in ensuring that a stage stays on
course and reacts to unexpected events. The process forms the
core of the Project Manager’s effort on the project, being the
process which handles day-to-day management of the project
development activity.

Throughout a stage there will be many cycles of:
e Authorising work to be done
e Gathering progress information about that work
e Watching for changes
e Reviewing the situation
e Reporting
e Noting useful lessons in the Lessons Learned Log
e Taking any necessary action.

The process covers these activities, together with the ongoing work
of management of risk and change control.

MANAGING PRODUCT DELIVERY (MP)

This process provides a control mechanism so that the Project
Manager and specialist teams can agree details of the work required.
This is particularly important where one or more teams are from
third party suppliers not using PRINCE2. The work agreed between
the Project Manager and the Team Manager, including target dates,
quality and reporting requirements, is called a Work Package.

The process covers:

e Making sure that work allocated to the team is authorised
and agreed

e Planning the team work

e Ensuring that the work is done
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Ensuring that products meet the agreed quality criteria
Reporting on progress and quality to the Project Manager
Obtaining acceptance of the finished products.

IMANAGING STAGE BOUNDARIES (SB)

The objectives of this process are to:

Plan the next stage
Update the Project Plan
Update the Business Case
Update the risk assessment

Report on the outcome and performance of the stage which
has just ended

Obtain Project Board approval to move into the next stage.

If a major deviation from a Stage Plan is forecast, the Project Board
may request the Project Manager to produce an Exception Plan (see
Chapter 14 for an explanation), this process also covers the steps
needed for that.

CLOSING A PROJECT (CP)

The process covers the Project Manager’s work to request the
Project Board’s permission to close the project either at its natural
end or at a premature close decided by the Project Board. The
objectives are to:

Note the extent to which the objectives set out at the start of
the project have been met

Confirm the customer’s satisfaction with the products

Confirm that maintenance and support arrangements are in
place (where appropriate)

Make any recommendations for follow-on actions
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Ensure that all lessons learned during the project are anno-
tated for the benefit of future projects

Report on whether the project management activity itself has
been a success or not

Prepare a plan to check on achievement of the product’s
claimed benefits.

PLANNING (PL)

Planning is a repeatable process, used by several of the other pro-
cesses whenever a plan is required. The process makes use of the
PRINCE2 product-based planning technique and covers:

Designing the plan

Defining and analysing the plan’s products
Identifying the necessary activities and dependencies
Estimating the effort required

Scheduling resources

Analysing the risks

Adding text to describe the plan, its assumptions and the
quality steps.

Structure of this Book

Having gone through an introduction and overview of the method,
the book will focus on the processes as the main theme. This will
provide a project skeleton and a general project timeframe. Where
appropriate there will be links to the components and to examples of
forms that could be used in the processes. The book also includes
sample descriptions of the PRINCE2 roles.



3 Starting Up a Project
(SU)

Top Level Diagram
See Figure 3.1.

WHAT DOES THE PROCESS DO?

e Appoints the project management team

e Completes (or confirms the existence of) terms of reference
for the project

e Identifies the type of solution to be provided (the Project
Approach)

e Identifies the Customer’s Quality Expectations

e Creates a Risk Log and enters into it any risks known
already or discovered in the work of this process

e Plans the initiation stage.

WHyY?
To establish:

e What is to be done

e Who will make the decisions

e Who is funding the project

e Who will say what is needed

e What quality standards are required
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INPUT

Project Mandate

Project Mandate
Executive
Project Manager

Project Management
Team Design

Project Mandate

Project Brief

Project Brief
Project Approach

Figure 3.1
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Initiation
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(Using the Planning
Process)
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e Who will provide the resources to do the work.

How?
See Figure 3.2.

SU1 — Appointing a Project Board
Executive and Project Manager

WHAT DOES THE PROCESS DO?

e Appoints the Executive and Project Manager, prepares and
signs job descriptions.

WHY?

Every project needs a sponsor, the key decision maker, the provider
of funds. But normally this person is too busy to manage the project
on a day-to-day basis. So we also need a Project Manager to do the
planning and control. We need to identify these two people before
anything can happen (in a controlled manner) in a project.

RESPONSIBILITY

Corporate or programme management should appoint these two
roles.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Corporate or programme management Organisation
identify the Executive to be responsible for
the project

e Either corporate/programme management or
the Executive or both identify a suitable
Project Manager
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e The standard PRINCE2 role descriptions are | Team Roles
tailored by discussion between senior
management, the Executive and Project
Manager

e The tailored roles are typed up, both people
sign two copies of their job descriptions. The
individual keeps one, the other is kept by the
Project Manager for filing once the project
filing system has been set up.

IN PRACTICE

The Executive should have strong links with the senior management
group responsible for this appointment. Ideally for major projects
the Executive should be one of that senior management group, e.g. a
member of the programme management team. It is necessary to
have a strong bond of confidence between corporate/programme
management and the Executive. This person will be making key
decisions on their behalf. If the higher level of management wants
to check every decision made by the Executive, this will slow down
the whole project process. The relationship between the Executive
and corporate/programme management should be similar to that
between the Project Board and the Project Manager, i.e. ‘As long
as work is progressing within laid down constraints, then get on with
it. We will back you up.’

FOR SMALL PROJECTS

A small project is more likely to be stand-alone. There may be no
corporate or programme management involved with the project. In
this case the sponsor becomes the Executive by default and would
appoint the Project Manager personally.
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SU2 — Designing a Project Management
Team

WHAT DOES THE PROCESS DO?

WHhHY?

Proposes the other Project Board members (unless these
have already been selected by corporate/programme man-
agement)

Discusses with the Project Board members whether they will
need help to carry out their Project Assurance responsibil-
ities

Design any Project Assurance roles that are to be delegated

Identifies candidates for any delegated Project Assurance
roles

Identifies any required Team Managers

Identifies any Project Support requirements, particularly a
Configuration Librarian.

The complete project management team needs to reflect the inter-
ests, and have the approval of:

Corporate/programme management

The users of the final product, those who will specify details
of the required product

The supplier(s) of that product.

Project Board members must decide whether they want independent
checks on their particular interests in the project as the project
progresses (the Project Assurance part of the role), or whether
they can do this verification themselves.

The Project Manager has to decide if any administrative support is
needed, such as planning and control tool expertise, configuration
management, filing or help with specialist techniques.
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RESPONSIBILITY

The Executive is responsible for the work of the process, but is likely
to delegate much of the work to the Project Manager.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Identify customer areas that will use or Organisation
control the end product, the commitment
required and the level of authority and
decision making which is suitable for the
criticality and size of the project (Senior
User)

e Identify who will provide the end product(s)
(Senior Supplier) and the level of
commitment and authority required from
them

e Identify candidates for the roles

e Check out their availability and provisional

agreement

e Check whether the Project Board members Organisation
will carry out their own Project Assurance
responsibility

e Try to find out what volume of change Change

requests might come in during the project. If | Control
it is high, discuss with the proposed Project
Board if they want to appoint a Change
Authority to handle change request decisions.

e Identify candidates for any Project Assurance | Roles
functions which are to be delegated

e Check out their availability

e Decide if any Project Support will be Roles
required

e Identify resources for any required support.
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IN PRACTICE

Corporate/programme management may have already defined some
or all of the composition of the Project Board, particularly where
the project is part of a programme.

If the project is part of a programme, the use of the programme’s
assurance and support functions may be imposed.

If the management of many different user areas is looking for
Project Board representation, it may be more effective to form a
user committee, whose chairperson represents all their interests on
the Project Board.

In theory the Project Board should decide on what action to take
about Project Issues. If the volume of submitted changes is likely to
be high, the board may choose to appoint a change authority to
assess all Project Issues on their behalf. This change authority
might, for example, be the same body as those charged with
Project Assurance, or may be a small group of representative user
managers. If appointed, the Project Board should give a change
budget to such a body. This is usually accompanied by a couple
of constraints, such as ‘No more than X on any one change, no
more than Y spent in any stage without reference to the Project
Board.’

FOR SMALL PROJECTS

It would be normal for Project Board members to carry out their
own Project Assurance. In very small projects the Executive and
Senior User roles will often be combined. If a department is devel-
oping a product for its own use and all the project’s resources are
from that department, the Senior Supplier and Senior User may also
be the same person as the Executive.
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SU3 — Appointing a Project Management
Team

WHAT DOES THE PROCESS DO?

e The other Project Board members, any required Project
Assurance and Project Support roles are appointed. There
may also be Team Managers to be appointed, particularly
for the early stages.

WHY?

A job description for each member of the project management team
needs to be agreed with the individual.

After the project management team has been designed, the appoint-
ments need to be confirmed by corporate/programme management.

RESPONSIBILITY

Executive, assisted by the Project Manager.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e The project management team design is
presented to corporate/programme
management for approval

e The Executive informs each project
management team member of their
appointment

e The Project Manager discusses and agrees Team Roles
each member’s job description with them.

IN PRACTICE

Each project management team member signs two copies of the
agreed job description. The person concerned retains one copy,
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the other copy is filed in the project files. This ensures that there is
no later disagreement on who is responsible for what.

FOR SMALL PROJECTS

There may be no need to get approval from any higher level of
authority than the Executive. There may be no Project Support
functions. If Project Board roles are to be amalgamated, it may be
sufficient to use the standard role descriptions listed in this book.

SU4 — Preparing a Project Brief

WHAT DOES THE PROCESS DO?

e Fills in any gaps in the Project Mandate that was handed
down.

WHY?

To ensure that sufficient information is available for the Project
Board to decide if it wishes to proceed into initiation.

RESPONSIBILITY

The Project Manager is responsible for examining the Project
Mandate and collecting any missing details.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Compare the information available about the | Project Brief

required project against the information Product
required by the Project Board in order to Description
approve project initiation

e Advise the Project Board how long it will DP1

take to prepare for the meeting to authorise
the initiation stage
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e Gather any missing information

e Create the Risk Log for the project and add | Forms
to it any risks shown up in the Project Brief

e Check the Business Case with the Executive. Business Case
Product
Description

IN PRACTICE

Project Mandate is a general term to describe the trigger for the
project. The Project Mandate handed down to the Project
Manager may be a full specification of the problem, a brief, written
request to ‘look into’ something or ‘do something about...’, or even
a verbal request. The tasks of the process SU4 will be to turn this
request (over whose format there may have been no control by the
Project Manager) into a Project Brief, a complete set of terms of
reference.

If the project is part of a programme, a Project Brief may have
already been provided, thus rendering this process unnecessary.

The Project Manager should remember that it is a responsibility of
the Project Board, particularly the Executive, to produce the
Business Case, not the Project Manager.

The Project Manager should informally check out the Project Brief
with Project Board members to ensure there are no problems before
formal presentation.

FOR SMALL PROJECTS

There may be pressure on the Project Manager to ‘get on with the
job’ and start with incomplete terms of reference. This should be
resisted as it opens up the possibility of disagreement later on what
the project was supposed to do (scope). The Project Manager also
needs to know how much the solution is worth in order to make
appropriate judgements if changes occur later.
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SUS — Defining Project Approach

WHAT DOES THE PROCESS DO?

e Decides on what kind of a solution (Project Approach) will
be provided and the general method of providing that solu-
tion

e Identifies the skills required by the Project Approach

e Identifies any timing implications of the Project Approach.
The main Project Approaches to be considered are:

e Build a solution from scratch
e Take an existing product and modify it
e Give the job to another organisation to do for you

e Buy a ready-made solution off the shelf.

WHhHY?

The Project Approach will affect the timescale and costs of the
project, plus possibly its scope and quality. This information should
be made available to the Project Board in deciding whether to initi-
ate the project.

A check should be made that the proposed Project Approach is in
line with the customer’s (or programme) strategy.

RESPONSIBILITY

The Project Manager is responsible for the process, assisted by any
appropriate Project Support and specialist skills.
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How?

Identify any time, money, resource, support or
extension constraints

Check for any direction or guidance on
Project Approach from earlier documents
such as the Project Mandate

Identify any security constraints

Check for any corporate/programme
statement of direction which might constrain
the choice of Project Approach

Consider how the product might be brought
into use and whether there are any problems
which would impact the choice of Project
Approach

Produce a range of alternative Project
Approaches

Identify the training needs of the alternatives

Compare the alternatives against the
gathered information and constraints

Prepare a recommendation.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Project
Mandate
Product
Description

Project
Approach
Product
Description

The customer needs to think very carefully about the Project
Approach. Preparation of the above information can avoid the cus-
tomer being pushed into a Project Approach which is favoured by a
supplier, but which turns out to have later problems for the custo-
mer, such as lack of flexibility or maintenance difficulties.
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FOR SMALL PROJECTS

The question is equally valid for small projects. The pressure to start
work on a solution may lead to pressure not to perform this process,
but this should be resisted.

SU6 — Planning an Initiation Stage

WHAT DOES THE PROCESS DO?
e Produces a plan for the initiation stage of the project.

WHY?

Preparing a document to get approval to start the project is impor-
tant work. It needs planning, and since initiation will consume some
resources, the Project Board should approve the plan for it.

RESPONSIBILITY
The Project Manager.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Examine the Project Brief and decide how PID Product
much work is needed in order to produce the | Description
Project Initiation Document

e Evaluate the time needed to create the Planning (PL)
Project Plan

e FEvaluate the time needed to create the next
Stage Plan

e Evaluate the time needed to create or refine
the Business Case

e Evaluate the time needed to perform risk Risk
analysis
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e Create a plan for the initiation stage Planning (PL)

e Get Project Board approval for the plan. DP1

IN PRACTICE

The initiation stage should be short and inexpensive compared to
the cost and time of the whole project, say 2 or 3 per cent of the
whole.

The Project Initiation Document is an extension of the Project Brief
to include details of the project management team and risk analysis,
plus a refinement of the Business Case and the Project Plan. The
initiation Stage Plan should show the effort and resources to gen-
erate the extra information and the plan for the next stage.

If informal communication with members of the Project Board is to
be frequent during initiation, this can reduce the need for formal
reporting.

FOR SMALL PROJECTS

Initiation may only take a matter of an hour or two and therefore
may not need a formal plan.



This Page Intentionally Left Blank



4 | Initiating a Project (IP)

Top Level Diagram
See Figure 4.1.

IP
Initiating a Project

Authorised
Initiation

Project Stage Plan
Plan Project
Next Brief
Stage PID
Plan
PL DP
Planning Directing a Project

Figure 4.1

WHAT DOES THE PROCESS DO?

e Defines the quality responsibility and quality methods and

tools to be used

e Plans the whole project

e Lays the foundation for a well-planned and controlled pro-

ject
e Confirms the existence of a viable Business Case

e Reassesses the risks facing the project

e Gets all the decision makers signed up to the project.
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WHhHY?

All stakeholders with interest in the project should reach agreement
before major expenditure starts on what is to be done and why it is
being done.

How?
See Figure 4.2.

IP1 — Planning Quality

WHAT DOES THE PROCESS DO?

e Takes the quality expectations of the customer, the quality
standards of both customer and supplier and the Project
Approach and defines how the quality expected by the cus-
tomer will be achieved.

WHY?

To be successful, the project must deliver a quality product, as well
as meeting time and cost constraints. The means of achieving quality
must be specified before work begins.

Quality work cannot be planned until the Customer’s Quality
Expectations are known.

The time and cost of the project will be affected by the amount of
quality work that has to be done, therefore quality planning must be
done before a realistic Project Plan can be produced.

RESPONSIBILITY

The Project Manager and those with Project Assurance responsibil-
ities are responsible for quality planning.
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How? LiNks TO
OTHER PARTS
OF THE BOOK
e Establish the Customer’s Quality Quality
Expectations (P 144)

e Establish links to any corporate or
programme quality assurance function

e Establish what the customer’s quality
standards are

e Establish what the supplier’s quality
standards are

e Decide if there is a need for an independent
quality assurance function to have
representation on the project management
team

e Identify quality responsibility for project Team Roles
products of both the customer and supplier
in their job descriptions

e Establish how quality will be achieved

e Identify any required change control and Change
configuration management procedures. control and
configuration
management

IN PRACTICE

For in-house projects there may be no doubt about the quality
standards to be used, but where customer and supplier are from
different companies it is necessary to agree and document which
standards will be used. In such circumstances it is important that
the Project Manager specifies how the quality of the products from
the supplier will be checked. Sensibly, this would be done by custo-
mer involvement in the supplier’s quality testing.
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FOR SMALL PROJECTS

Even if the customer leaves the quality checking to the developer,
there should be customer involvement in specifying the testing envir-
onment and the test situations with which the products should suc-
cessfully cope.

IP2 — Planning Project

WHAT DOES THE PROCESS DO?
e Produces the Project Plan

e Invokes the process SB1 (plan the next stage) to produce the
next Stage Plan.

WHY?

As part of its decision on whether to proceed with the project, the
Project Board needs to know how much it will cost and how long it
will take. Details of the Project Plan also feed into the Business Case
to indicate the viability of the project.

If the Project Board makes a general decision to proceed with the
project, it needs to have more detailed information about the costs
and time of the next stage before committing the required resources.

RESPONSIBILITY

The Project Manager is responsible for the products of the process.
There may be help from any Project Support appointed, and drafts
of the plan should be checked with those carrying out Project
Assurance functions, particularly in terms of the quality work.
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How?

e Use the ‘Planning’ process to create the
Project Plan

e Review any project constraints
e Analyse project risks
e Modify the plan accordingly

e Decide on a suitable breakdown of the
project into stages

e Produce the next Stage Plan

e Check that both plans meet the requirements
of the Project Quality Plan

e Check the plans informally with the Project
Board.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Planning (PL)

Stages

SB1
IP1

A Project Plan is always needed. The breakdown into stages may be
encouraged by considerations other than just the project size.
Examples might be risk assessment, major cash flow moments
(invoice payment, invoice submission), and Project Board member-

ship changes.

FOR SMALL PROJECTS

It may not be necessary to produce physically separate Stage Plans if

the Project Plan can hold sufficient detail to allow day-to-day con-
trol. The Project Manager should decide at what point the inclusion
of sufficient detail makes the plan too large to grasp in totality.



INITIATING A PROJECT (IP) 41

IP3 — Refining the Business Case and Risks

WHAT DOES THE PROCESS DO?

e Takes whatever outline Business Case exists for the project,
plus the Project Plan, and creates a full Business Case for
inclusion in the Project Initiation Document

e Carries out risk analysis for the project.

WHhHY?

Before commitment to the project it is important to ensure that
there is sufficient justification for the resource expenditure. It is
also important to have checked that the risks involved in doing
the project are acceptable or that plans have been made to avoid,
reduce or contain the risks.

RESPONSIBILITY

The responsibility for the Business Case rests with the Executive,
probably with input of reasons from the user(s).

How? LINKS TO
OTHER PARTS
OF THE BOOK

e If an outline Business Case was included in Business Case
the Project Mandate, check if its
circumstances and assumptions have changed

e Investigate the work reasons for the project
with the customer

e Investigate the business reasons for the
project with the Executive

e Quantify the benefits wherever possible Business Case

e Incorporate the costs from the Project Plan

e Perform risk analysis Risk
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e Modify the Project Plan to reflect any
changes caused by risk analysis.

IN PRACTICE

The Project Manager will normally have the work of pulling
together the various inputs to the Business Case and performing
risk analysis.

If the project is part of a programme, the programme will provide
the overall Business Case. In such cases it may be sufficient in the
Project Initiation Document to point to the programme’s Business
Case.

FOR SMALL PROJECTS

It is easy to start small projects without confirming that there are
good business reasons for doing it. It is important, however small
the project, to go through the exercise of justification. Otherwise,
late in the budget year, it may be found that several unjustified
projects have consumed the budget now needed for an important
larger project.

IP4 — Setting Up Project Controls

WHAT DOES THE PROCESS DO?

e [Establishes control points and reporting arrangements for
the project, based on the project’s size, criticality, risk situa-
tion, the customer’s and supplier’s control standards, and
the diversity of interested parties.

WHY?

In order to keep the project under control it is important to ensure
that:

e The right decisions are made by the right people at the right
time
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e The right information is given to the right people at the right
frequency and timing.

RESPONSIBILITY

The Project Manager is responsible for establishing the monitoring
and reporting necessary for day-to-day control, and agreeing the
correct level of reporting and decision points for the Project
Board to ensure management by exception.

How? LiNks TO
OTHER PARTS
OF THE BOOK
e Agree the stage breakdown with the Project Project
Board Controls
e Agree the format of reports to the Project Highlight
Board Report
e Agree the frequency of Project Board reports Project
e Establish the frequency of Stage Plan Controls
updates
e Create a Communication Plan covering
required input and output information
during the life of the project
e Check that there are sufficient risk and Risk
Business Case monitoring activities in the
plans
e Set up a blank Lessons Learned Log to Lessons
record useful points throughout the project. Learned Log

IN PRACTICE

If there are comprehensive control standards in existence it may be
sufficient to point to the manual containing them, mention any
which will not apply or detail any extra ones. The frequency of
reports and controls should still be agreed for the project.
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FOR SMALL PROJECTS

It may be acceptable to the Project Board that many of the reports
are given verbally. But there should always be a formal initiation
and a formal close.

IPS — Setting Up Project Files

WHAT DOES THE PROCESS DO?

e Sets up the filing structure for management and quality
records for the project. Filing or storage needs for the spe-
cialist products will depend on the type of products being
produced.

WHhHY?

It is important to retain details of key events, decisions and agree-
ments. These details may help in future project estimation, provide
input to the Lessons Learned Log or provide a historical record of
what happened, when and why. This is particularly important if
relationships between customer and supplier turn sour because of,
for example, disputes on scope or costs.

RESPONSIBILITY

The Project Manager is responsible. Project Support may do the
work if such resources have been made available.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Create the Issue Log Change
Control

e Create the Quality Log Quality

e Create project and stage files Configuration

Management
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e Decide on any configuration management Configuration
method requirements. Management;
Project Quality
Plan

IN PRACTICE

By this time consideration must be given to any need for configura-
tion management, particularly for the specialist products. There
may be a standard method used by either the customer or supplier
that is mandated for the project’s products. If the project is part of a
programme, the configuration management method used should be
the same as that of the programme.

The main question about configuration management is the need for
it throughout the product’s operational life.

FOR SMALL PROJECTS

A full-blown configuration management method may not be
required, but consideration should be given to some kind of version
control.

IP6 — Assemble the Project Initiation
Document

WHAT DOES THE PROCESS DO?

e Gathers together the information from the other IP pro-
cesses, assembles the Project Initiation Document and the
next Stage Plan.

WHY?

The Project Initiation Document encapsulates all the information
needed for the Project Board to make the decision on whether to go
ahead with the project or not. It also forms a formal record of the
information on which the decision was based, and can be used after
the project finishes to judge how successful the project was.
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RESPONSIBILITY

The Project Manager is responsible for the assembly with the help of
any appointed Project Support and the advice of those with Project
Assurance responsibility.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Assemble the required information PID Product
Description

e Decide how best to present the information
e Create the Project Initiation Document

e Distribute it to the Project Board, any others
with Project Assurance roles, and any others
as directed by the Project Board.

IN PRACTICE

Discuss with the Project Board whether it wants the Project
Initiation Document to present all the information in full, or
whether certain sections, such as Product Descriptions and job
descriptions, can be referred to but not included.

FOR SMALL PROJECTS

The Project Initiation Document should be a small document. The
Product Description appendix (Appendix 1) describes a Project
Initiation Document summary that can be used for small projects
(and larger ones, t0o).



S | Directing a Project (DP)

Top Level Diagram
See Figure 5.1.

WHAT DOES THE PROCESS DO?

e Authorises project initiation
e Provides liaison with corporate/programme management

e Advises the Project Manager of any external business events
which might impact the project

e Approves Stage Plans

e Approves stage closure

e Decides on any changes to approved products

e Approves any Exception Plans

e Gives ad hoc advice and direction throughout the project
e Safeguards the interests of the customer and supplier

e Approves project closure.

WHhHY?

Day-to-day management is left to the Project Manager, but the
Project Board must exercise overall control and take the key deci-
sions.
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How?
See Figure 5.2.

DP1 — Authorising Initiation

WHAT DOES THE PROCESS DO?

e Checks that adequate terms of reference exist
e Checks and approves the initiation Stage Plan

e Commits the resources required to carry out the initiation
stage work.

WHhHY?

The initiation stage confirms that a viable project exists and that
everybody concerned agrees what is to be done. Like all project
work, the effort to do this needs the approval of the Project Board.

RESPONSIBILITY

The Project Board is responsible, based on information provided by
the Project Manager and those with Project Assurance responsibil-

1ty.

How? LiNks TO
OTHER PARTS
OF THE BOOK
e Confirm the terms of reference, checking if Project Brief
necessary with corporate/programme Product
management Description

e Check the initiation Stage Plan and approve
it if satisfied

e Agree tolerance margins for the initiation Project
stage Controls
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e Agree control and reporting arrangements
for the initiation stage

e Commit the resources required by the next
Stage Plan.

IN PRACTICE

The Project Board should expect to be heavily involved in the initia-
tion stage’s work, and therefore should check on and advise the
Project Manager of its own availability during the stage.

FOR SMALL PROJECTS

This can be done informally if the Project Board feels that that is
suitable. The stage may be so short that no reporting during the
stage 1s required.

DP2 — Authorising a Project

WHAT DOES THE PROCESS DO?
e Decides whether to proceed with the project or not

e Approves the next Stage Plan.

WHhHY?

The process allows the Project Board to check before major resource
commitment that:

e A reasonable Business Case for the project exists

e The project’s objectives are in line with corporate or pro-
gramme strategies and objectives

e The project’s estimated duration and cost are within accep-
table limits

e The risks facing the project are acceptable

e Adequate controls are in place.
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RESPONSIBILITY

The Project Board with advice from those with Project Assurance
responsibility.

How?

Confirm that the project’s objectives and
scope are clearly defined and understood by
all

Confirm that the objectives are in line with
corporate/programme objectives

Confirm that all authorities and
responsibilities are agreed

Confirm that the Business Case is adequate,
clear and, wherever possible, measurable

Confirm the existence of a credible Project
Plan that is within the project constraints

Check that the plan for the next stage is
reasonable and matches that portion of the
Project Plan

Have any desired changes made to the draft
Project Initiation Document

Confirm deviation limits for the project and
the next stage

Give written approval for the next stage (or
not, if unhappy with any of the details)

Arrange a date for the next stage’s end stage
assessment.

LINKS TO
OTHER PARTS
OF THE BOOK

Project Brief

Team Roles

Business Case
Product
Description

Plans

Project
Controls

Project
Controls
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IN PRACTICE

The Project Manager should have been in regular informal contact
with the Project Board to ensure that there will be no surprises when
the Project Initiation Document is presented. If this contact has
been maintained, the above list should be a quick confirmation.

If some minor item in the Project Initiation Document needs further
work, but in general the Project Board is happy, approval to pro-
ceed can be given with the proviso that the corrective work be done
— usually with a target date.

Very often the Project Board members are so busy with day-to-day
duties that it is not easy to arrange an end stage assessment at short
notice. It is better to plan the next end stage assessment date at the
end of the previous stage.

FOR SMALL PROJECTS

The Project Initiation Document details may have been discussed
and agreed to informally over a (short) period of time. It may be
sufficient for the Project Board to give the go-ahead when the last
piece of information is presented without a formal full presentation.
Approval to proceed should still be confirmed in writing as an
important management document.

DP3 — Authorising a Stage or Exception
Plan

WHAT DOES THE PROCESS DO?

e The process authorises each stage (except initiation) and any
Exception Plans that are needed.

WHY?

An important control for the Project Board is to approve only one
stage at a time. At the end of one stage the Project Manager has to
justify both progress so far and the plan for the next stage before
being allowed to continue.
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RESPONSIBILITY

The Project Board carries responsibility for this process, based on
information provided by the Project Manager and with advice from
any separate Project Assurance responsibility.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Compare the results of the current stage
against the approved Stage Plan

e Assess progress against the Project Plan

e Assess the acceptability of the next Stage
Plan against the Project Plan

e Review the prospects of achieving the
Business Case

e Review the risks facing the project Risk
e Get direction from corporate/programme Project
management if the project is forecast to Controls

exceed tolerances or there is a change to the
Business Case

e Review tolerances and reporting Project
arrangements for the next stage Controls

e Give approval to move into the next stage (if
satisfied).

IN PRACTICE

The Project Board can stop the project for any reason, e.g. if the
Business Case becomes invalid, project tolerances are going to be
exceeded, product quality is unacceptable, or the risks become unac-
ceptably high.

If the end stage assessment date was arranged some time ago and
occurs before the actual end of the stage, the Project Board can give
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provisional approval to proceed based on one or more target dates
being met to complete the current stage.

If the stage finishes before the planned assessment date, interim
approval can be given to do some of the next stage work before
formal approval is given. In such a case, the Project Board would
clarify what work was to be done before the assessment, rather than
give carte blanche to the Project Manager.

FOR SMALL PROJECTS

The decisions can be made informally, but the Project Board should
still carry out the above activities and a record be kept of the deci-
sions.

DP4 — Giving Ad Hoc Direction

WHAT DOES THE PROCESS DO?

e Advises the Project Manager about any external events
which impact the project

e Gives direction to the Project Manager when asked for
advice or a decision about a Project Issue

e Advises on or approves any changes to the project manage-
ment team

e Makes decisions on the actions to take on receipt of any
Exception Reports.

WHY?

There may be a need for occasional Project Board direction outside
end stage assessments.

RESPONSIBILITY
The Project Board.
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How? LINKS TO
OTHER PARTS
OF THE BOOK

e Check for external events, such as business
changes, which might affect the project’s
Business Case or risk exposure

e Monitor any allocated risk situations

e Make decisions on any Exception Reports Project
Controls

e Ensure that the project remains focused on
its objectives and achievement of its Business
Case

e Keep corporate/programme management
advised of project progress

e Make decisions about any necessary changes | Organisation
to the project management team

e Make decisions on Project Issues brought to | Change
the attention of the Project Board. Control

IN PRACTICE

The key activity in this process is deciding what action should be
taken on Project Issues, including requests for change and off-spe-
cifications. The procedure to be followed should have been agreed
and documented in the Project Initiation Document.

This process does not encourage general interference with the work
of the Project Manager. The need for Project Board direction will be
triggered by either a problem reported in a Highlight Report or an
Exception Report, or an external event that it is monitoring on
behalf of the project.

FOR SMALL PROJECTS

It may be sufficient for the Project Board and Project Manager to
agree informally how to action a Project Issue as soon as it is docu-
mented.
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DPS — Confirming Project Closure

WHAT DOES THE PROCESS DO?
e Checks that the objectives of the project have been met

e Checks that there are no loose ends
e Advises senior management of the project’s termination

e Recommends a plan for checking on achievement of the
expected benefits.

WHhHY?

There must be a defined end point in a project in order to judge its
success. The Project Board must assure itself that the project’s pro-
ducts have been handed over and are acceptable. Where contracts
(and money) are involved, there must be agreement between custo-
mer and supplier that the work contracted has been completed.

RESPONSIBILITY

The Project Board is responsible, advised by the Project Manager
and any Project Assurance responsibility.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e The supplier gains acceptance from the Project
customer that all the required products have | Controls
been delivered and the acceptance criteria
have been met

e Check that there has been a satisfactory
handover of the finished product(s) to those
responsible for its use and support

e Check that there are no outstanding Project Change
Issues Control




58 PRINCE?2

e Approve the Follow-on Action Product
Recommendations and pass them to the Description
appropriate group

e Approve the Lessons Learned Report and Product
pass it to the appropriate body Description

e Approve the End Project Report Product

Description

e Release the resources allocated to the project

e Advise corporate/programme management of
the project’s closure

e The Project Board disbands the project
management team.

IN PRACTICE

It is sensible for the Project Manager to obtain written confirmation
from the users and those who will support the final product that
they have accepted the outcome of the project.

FOR SMALL PROJECTS

Not all the reports may be needed, but there should still be a formal
sign-off by the Project Board to close the project.



Controlling a Stage (CS)

Top Level Diagram

See Figure 6.1.
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WHhHY?

The production of the stage’s products within budget and schedule
and to the required quality must be driven by the Project Manager
and also requires careful monitoring and control.

How?
See Figure 6.2.

CS1 — Authorising Work Package

WHAT DOES THE PROCESS DO?

e Allocates work to be done to a team or individual, based on
the needs of the current Stage Plan

e Ensures that any work handed out is accompanied by mea-
surements such as target dates, quality expectations, delivery
and reporting dates

e Ensures that agreement has been reached on the reasonable-
ness of the work demands with the recipient.

WHhHY?

The Project Manager must control the sequence of at least the major
activities of a stage and when they begin. This ensures that the
Project Manager knows what those working on the project are
doing, and that the Stage Plan correctly reflects the work and pro-
gress.

RESPONSIBILITY

The Project Manager is responsible for the authorisation of Work
Packages. The recipient of the Work Package must agree with the
targets and constraints before the authorisation can be considered
complete. The process ‘Managing Product Delivery’ (MP) covers
the steps of a Team Manager receiving, planning and managing
the completion of a Work Package on behalf of a team.
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How? LINKS TO
OTHER PARTS
OF THE BOOK

e Ensure that there is a Product Description
for the work to be done and that this is

complete
e Identify specific quality checking needs Stage Quality
Plan
e Make up the Work Package Product
Description
e Discuss the Work Package with the Team
Manager or team member if there is only one
team reporting directly to the Project
Manager.
e Jointly assess any risks or problems and Risk Log
modify the Work Package and Risk Log as Product
necessary Description

e Ensure that sufficient resources and time
have been allocated for the work

e Record the agreement of the Team Manager | Work Package
in the Work Package Product
Description

e Update the Stage Plan with any adjustments
made as part of the agreement.

IN PRACTICE

If the Team Manager represents a different company this process
should be used formally with appropriate documentation of both
the Work Package and the Team Manager’s agreement to its targets.
In such cases it is sensible to refer specifically to the manner of work
allocation in the contract.

If the Stage Plan were to be merely a summary of the start and finish
times of major deliverables from a number of teams, there would be
a Work Package for each of these major deliverables. There should
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be definitions in the quality method of the relevant Product
Description of who will check the product on behalf of the
Project Manager (and/or Project Board) and at which points in
the product’s development.

If a Team Manager uses contractors to deliver any parts of a Work
Package, it is recommended that this is also handled in the same
way, i.e. as a Work Package between the Team Manager and the
third party.

FOR SMALL PROJECTS

The same process can be used if the work is being allocated to an
individual, rather than to a team, but it can be done less formally.
The Project Manager should, however, consider if a record is needed
for any later appraisal of an individual’s performance. Where the
Project Manager is also personally performing the work, the process
should not be needed.

CS2 — Assessing Progress

WHAT DOES THE PROCESS DO?

e Gathers information to update the Stage Plan to reflect
actual progress, effort expended and quality of work carried
out.

WHY?

In order to control the stage and make sensible decisions on what, if
any, adjustments need to be made, it is necessary to gather informa-
tion on what has actually happened and be able to compare this
against what was planned.

RESPONSIBILITY

The Project Manager is responsible, but may delegate the actual
collection of data to Project Support.
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How?

e Collect Checkpoint Reports

e Collect Stage Plan progress information
(possibly in the form of timesheets)

e Obtain estimates on time, cost and effort
needed to complete work which is in progress

e Check whether sufficient resources are
available to complete the work as now
estimated

e Check the feedback on quality activities
e Update the Stage Plan with the information

e Note any potential or real problems.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Product
Description

Quality Log

According to the size and environment of the project, the

Checkpoint Reports may be written or verbal.

In fixed-price contracts the Project Manager may not be interested
in the gathering of costs or the remaining effort of team work, just

any changes to estimated completion dates.

FOR SMALL PROJECTS
The Checkpoint Reports may be verbal.

CS3 — Capturing Project Issues

WHAT DOES THE PROCESS DO?

e Captures, logs and categorises new Project Issues.
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WHhHY?

At any time during the project a problem may occur, a change may
be requested or the answer to a question may be sought. If these are
missed, it may mean that the project fails to deliver what is required.
Alternatively the project may run into some other trouble that could
have been foreseen, had the issue been noted at the time it arose.
There must be a process to capture these so that they can be pre-
sented for the appropriate decision and answer.

RESPONSIBILITY

The Project Manager is responsible. If the project warrants it, help
may be given by a Project Support function.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e The Project Manager ensures that all possible | Product

sources of issues are being monitored Description
e New issues are entered on the Issue Log. Change
Control

IN PRACTICE

A check should be made to ensure that the procedure covers not
only requests to change the specification, but also potential failure
to meet the specification; potential deviations from objectives or
plans; and questions about some aspect of the project which require
an answer.

FOR SMALL PROJECTS

Requests for change or failures on the part of the supplier still need
to be documented as part of the audit trail of the project.
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CS4 — Examining Project Issues

WHAT DOES THE PROCESS DO?

e Analyses each new Project Issue and recommends a course
of action

e Reviews each open Project Issue for any change to its
circumstances or impact and potentially makes a new
recommendation

e Reviews all open Project Issues for any impact on the project
risks or the Business Case.

WHhHY?

Having captured all issues in the process ‘Capturing Project Issues’
(CS3), these should be examined for impact and the appropriate
body for any extra information and decision identified.

RESPONSIBILITY

The Project Manager together with any staff allocated Project
Assurance responsibility.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Assemble all pertinent information about the | Change
Project Issue Control

e Carry out impact analysis on the technical
effort required to resolve the Project Issue

e Update the Risk Log if the Project Issue
reveals a new risk or a change to a known
risk

e Assess whether the Project Issue or its
resolution would impact the Business Case
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e Prepare a recommended course of action

e Update the Issue Log with the impact
analysis result.

IN PRACTICE

The Project Manager may ask a Team Manager or team member to
carry out the analysis, depending on the expertise required. It will be
necessary to analyse the financial impact as well as the technical
impact. This is part of the Project Assurance role of the
Executive. Thought should be given to the time required to do
this analysis when designing the project management team, or at
least the Executive’s Project Assurance role. When producing
Stage or Team Plans, an allowance should always be made for the
time that the senior specialist people are likely to spend in perform-
ing impact analysis on Project Issues. When planning, thought
should be given to the likely volume of Project Issues.

FOR SMALL PROJECTS

The Project Manager may be able to carry out impact analysis as
soon as the Project Issue is presented and get a decision on the
action to take. Thus, in practice, it may be possible to combine
the capture and examination processes with the taking of corrective
action or the escalation of the Project Issue to the Project Board for
decision.

CS5 — Reviewing Stage Status

WHAT DOES THE PROCESS DO?

e Provides a regular reassessment of the status of the stage
e Triggers new work
e Triggers corrective action for any problems

e Provides the information for progress reporting.
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WHhHY?

It is better to check the status of a stage on a regular basis and take
action to avoid potential problems than have problems come as a

surprise and then have to react to them.

RESPONSIBILITY

The Project Manager, who may seek guidance from the Project
Board (‘Escalating Project Issues’ (CSS8)) for any problems that

appear to be beyond his/her authority.

How?

e Review progress against the Stage Plan
e Review resource and money expenditure

e Review the impact of any implemented
Project Issues on Stage and Project Plans

e Check the entries in the Quality Log to
ascertain the status of the quality checking

e Assess if the stage and project will remain
within tolerances

e Check the continuing validity of the Business
Case

e Check for changes in the status of any risks

e Check what work is due to start to ensure
that preparations for it are satisfactory

e Check for any changes external to the project
which may impact it.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Change
Control

Quality

Tolerances

Risk

The process should be viewed as one that is happening continuously
throughout a stage, rather than one that is done, say, every two
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weeks. Each activity may not need to be done each day, but the
Project Manager should ensure that there are sufficient monitoring
points (and people allocated to do them) to keep a continuous
check. This does not mean that there should always be an instant
change of plan in reaction to each slight deviation, but rather an
extra monitoring point, a forecast of the potential impact if the
situation were to get worse and a tolerance setting at which to
trigger remedial work.

A change that affects the Business Case or the risk situation may
come at any time. As well as trying to identify such a change as it
occurs, it is useful to review the assumptions on which the Business
Case and risks are based on a formal, regular basis.

The Project Manager may seek guidance on any Project Issue from
the Project Board, and should always do so if there is a threat to the
stage or project tolerances.

FOR SMALL PROJECTS

These activities are still required. The Project Manager should make
a decision about their frequency according to the project situation
and environment.

CS6 — Reporting Highlights

WHAT DOES THE PROCESS DO?
e Produces Highlight Reports for the Project Board.

WHY?

The Project Board needs to be kept informed of project progress if it
is to exercise proper control over the project. Rather than have
regular progress meetings, reports at regular intervals are recom-
mended between assessments at the end of each stage. The Project
Board decides the frequency of the reports at project initiation.
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RESPONSIBILITY

The Project Manager is responsible. This process covers the
moments when the Project Manager has to stand back and take
stock of the situation.

How? LiNnks TO
OTHER PARTS
OF THE BOOK
e Collate the information from any Checkpoint | ‘Managing
Reports made since the last Highlight Report | Product
Delivery’
e Identify any significant Stage Plan revisions ‘Assessing
made since the last report Progress’
o Identify current or potential risks to the
Business Case
e Assess the Issue Log for any potential Change
problems which require Project Board Control
attention
e Identify any change to other risks Risk
e Report a summary of this information to the | Highlight
Project Board. Report
Product
Description

IN PRACTICE

Input should come from process CS5 ‘Reviewing Stage Status’.

The Highlight Report is a formal means of giving a progress update
from the Project Manager to the Project Board. It can be used to
bring to Project Board attention any failing in resources not under
the direct control of the Project Manager and to give early warning
of any potential problems that with Project Board attention can be
avoided.

The report should be kept brief in order to hold the attention of
busy senior management.
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It does not prevent informal contact between Project Manager and
Project Board if there is an urgent need for information to be passed
or advice sought.

FOR SMALL PROJECTS

The Highlight Report need not be in writing if the Project Board
agrees to a verbal one.

CS7 — Taking Corrective Action

WHAT DOES THE PROCESS DO?

e Within the limits of the tolerance margins established by the
Project Board, the Project Manager takes action to remedy
any problems that arise.

WHhHY?

Failing to take action when the project is drifting away from the
Stage Plan invites loss of control.

RESPONSIBILITY

The Project Manager assisted by any Project Support and Project
Assurance staff appointed.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Ensure that the situation is recorded as a Change
Project Issue Control

e Ensure that all necessary information about
the problem is available

e Identify action options
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e Evaluate the effort and cost of the options
and the impact of the options on the Stage
and Project Plans, Business Case and risks

e Select the most appropriate option

e Assess whether it will keep the plans within
tolerances

e EITHER implement the corrective actions
and update the Stage Plan, if the work is
within tolerances

e OR, where it would take the plan beyond ‘Escalating
tolerance margins, advise the Project Board Project Issues’
(CS8)

e The Project Manager may always ask the
Project Board for advice informally before
deciding on corrective action.

IN PRACTICE

The situation leading to the need to take corrective action should be
formally recorded as part of the project audit trail, and the Issue
Log is the easiest and most available means of doing this. Many of
the reasons for corrective action will be Project Issues raised by
other people.

FOR SMALL PROJECTS

It is still important to log why plans were changed.

CS8 — Escalating Project Issues

WHAT DOES THE PROCESS DO?

e Where an issue threatens to go beyond tolerances and the
Project Manager feels that he/she cannot take corrective
action within the authority limits imposed by the Project
Board, the situation must be brought to the attention of
the Project Board for advice.



CONTROLLING A STAGE (CS) 73

WHhHY?

Part of the concept of management by exception is that the Project
Manager will bring to the immediate attention of the Project Board
anything that can be forecast to drive the plan beyond the tolerance
limits agreed with the Project Board. This is part of the Project
Board staying in overall control.

RESPONSIBILITY

The Project Manager is responsible, assisted by any appointed
Project Assurance staff.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Make out an Exception Report to the Project | Exception
Board, detailing the problem, impact, options | Report
and recommendation. Product

Description

IN PRACTICE

There are many reasons why the tolerances set for a plan might
come under threat. The plan could have been too optimistic,
resources may not be performing at expected levels, unexpected
activities or events such as illness may have arisen. The opposite
may also be true, that the work will finish earlier than the plan’s
time tolerance or cost less than the budget tolerance.

The most likely cause of a deviation beyond tolerance margins is the
work involved in implementing one or more Project Issues. Let’s be
clear of where a Project Manager stands here. Tolerances are not
there to allow the Project Manager (or Team Manager) to ‘fit in’
change requests. They are there because planning is not an exact
science. If the customer wants to add new facilities or change those
that were specified, this should lead to the provision of more cash
and time from the Project Board. So the Exception Report would
say, ‘Hey, you’ve changed your mind. These are the options. This is
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what it will cost you. Do you want to provide the extra cash and
time?’

Another reason for a forecast deviation may be an Off-Specification,
some failing of the current solution to meet part of the specification.
The onus here is on the Project Manager to find a remedy within the
current tolerances. Only if this cannot be done should the Project
Manager resort to an Exception Report.

FOR SMALL PROJECTS

The formality of this process will relate to the formality of process
CS6, ‘Reporting Highlights’. Both will often be informal and brief.

CS9 — Receive Completed Work Package

WHAT DOES THE PROCESS DO?

e This process balances with process MP3, ‘Delivering a Work
Package’. It records the completion and return of approved
Work Packages. The information is passed to process CS2,
‘Assessing Progress’.

WHY?

Where work has been recorded as approved to a team or individual,
there should be a matching process to record the return of the
completed product(s) and its/their acceptance (or otherwise).

RESPONSIBILITY

The Project Manager is responsible, assisted by any appointed
Project Support staff.
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How?

e Check the delivery against the requirements
of the Work Package

e Obtain quality confirmation

e Check that the recipients have accepted the
products

e Ensure that the delivered products have been
baselined

e Document any relevant team member
appraisal information

e Pass information about completion to update
the Stage Plan.

IN PRACTICE

This process is ongoing throughout the stage.

FOR SMALL PROJECTS

LINKS TO
OTHER PARTS
OF THE BOOK

Configuration
management

CS2 ‘Assessing
Progress’

The formality of this process will relate to the formality of process
CS1, ‘Authorising Work Package’. Both will often be informal and

brief.

IN PRACTICE

The Project Board should be kept informed of progress and any
problems discussed and advice sought via the process DP4,
‘Giving Ad Hoc Direction’ before presentation of the Stage Plan.

FOR SMALL PROJECTS

The project may be small enough that the Project Plan contains
sufficient detail to manage each stage, thus separate Stage Plans

are not needed.



This Page Intentionally Left Blank



v Managing Product
Delivery (MP)

Top Level Diagram
See Figure 7.1.
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WHAT DOES THE PROCESS DO?

e Agrees work requirements with the Project Manager

e Does the work

e Keeps the Project Manager informed on progress, quality
and any problems
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WHY?

PRINCE?

Gets approval for the finished work
Notifies the Project Manager that the work is finished.

Where the Project Manager delegates work, there must be appro-
priate steps by the team or person to whom the work is delegated to
indicate understanding and acceptance of the work. While the work
is being done, there may be a need to report progress and confirm
quality checking. When the work is complete there should be an
agreed way of confirming the satisfactory completion.

How?

See Figure 7.2.

MP1 — Accepting a Work Package

WHAT DOES THE PROCESS DO?

Agrees the details of a Work Package with the Project
Manager

Plans the work necessary to complete the Work Package

Performs the management of risk against the Work Package
plan

Negotiates the time and resource requirements or the target
date

Agrees the quality requirements of the product(s) in the
Work Package, the reporting requirements, any tolerance
margins or constraints

Confirms how approval and handover of the finished pro-
duct(s) is to be done.
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WHhHY?

There must be understanding and agreement between a Team
Manager (or an individual) and the Project Manager on any dele-

gated work.

RESPONSIBILITY

Normally the responsibility will lie with a Team Manager to agree a
Work Package with the Project Manager. If the person who will do
the work reports directly to the Project Manager, then this person

would be responsible.

How?

e Agree with the Project Manager on what is
to be delivered

e Ensure that the quality requirements are
clear

e Identify any independent people who must be
involved in quality checking

e Identify any target dates and/or constraints
for the work

e Identify any reporting requirements

e Understand how the products of the Work
Package are to be handed over when
complete

e Make a plan to do the work

e Check the plan against the Work Package

LINKS TO
OTHER PARTS
OF THE BOOK

Work Package
Product
Description

Product

Description
(PD)

Project
Assurance

Checkpoint
Report

Configuration
Management

PBP
Technique
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e Adjust the plan or negotiate a change to the
Work Package so that the Work Package is
achievable

e Agree suitable tolerance margins for the Controls
Work Package.

IN PRACTICE

Where the Team Manager works for an external contractor, care
should be taken to ensure that all the work requirements, as defined
above, are understood. A Team Plan for the work will have to be
created before the Team Manager can confirm the ability to meet
target dates. A Team Manager should avoid pressure from the
Project Manager or management within his/her own company to
agree to a commitment before checking that the targets can be
achieved. This may include confirmation with the Senior Supplier
that the necessary resources will be made available.

FOR SMALL PROJECTS

If it is just a single team working directly under the Project
Manager, then the CSI-MPI1 processes about work that the
Project Manager wants to have done will simply be an agreement
between the Project Manager and the individual team member. This
can either be done formally or informally. The same points need to
be covered, but common sense will indicate how much should be
documented. The Project Manager should consider whether a
record of the work needs to be kept for any future performance
appraisal of the individual.

MP2 — Executing a Work Package

WHAT DOES THE PROCESS DO?

e Manages the development/supply of the products/services
defined in the Work Package.
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WHhHY?

Having agreed and committed to work in MP1, this process covers
the management of that work until its completion.

RESPONSIBILITY

The process is the responsibility of the Team Manager.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Allocate work to team members
e Capture and record the effort expended

e Monitor progress against the tolerances
agreed for the work

e Monitor and control the risks Risk

e Evaluate progress and the amount of effort
still required to complete the product(s) of
the Work Package

e Feed progress reports back to the Project Checkpoint
Manager at the frequency agreed in the Reports
Work Package.

e Ensure that the required quality checks are
carried out

e Ensure that any personnel identified in the
Work Package are involved in the quality
checking

e Update the Quality Log with results of all Quality
quality checks

e Raise Project Issues to advise the Project Change
Manager of any problems. Control
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IN PRACTICE

Depending on the size of the Work Package, this is a continuous,
cyclic process. The emphasis is on being aware of the status of team
members’ work and keeping the Project Manager up to date on that
status.

FOR SMALL PROJECTS

Where the project is too small to have Team Managers, the Project
Manager will carry out this process.

MP3 — Delivering a Work Package

WHAT DOES THE PROCESS DO?
e Obtains approval of the products developed/supplied

e Hands over the products to whover is responsible for con-
figuration management

e Advises the Project Manager of the completion of the work.

WHY?

There has to be a process to deliver the requested product(s) and
document the agreement that the work has been done satisfactorily.

RESPONSIBILITY

Team Manager.
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How?

e Confirm that the Quality Log has been
updated with details of a successful check on
the quality of the product(s)

e Obtain approval from whoever is defined in
the Work Package as the end user of the
product(s)

e Transfer the products and control their
release to the project’s Configuration
Librarian

e Advise the Project Manager that the Work
Package is complete

e Where necessary, obtain a documented
appraisal from the Project Manager of the
performance in completing the Work
Package.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Quality Log

Configuration
Management

This can be done formally or informally. The original Work
Package should say how it is to be done. The formality usually
depends on the criticality of the product and the state of the rela-

tionships between the customer and the supplier.

FOR SMALL PROJECTS

This is usually a very simple, informal process of passing the work
back to the correct recipient and telling the Project Manager that the
work is done. If the team member expects the work to form part of a
later appraisal of work, the team member should ensure that the
Project Manager documents how well the work was done. The team
member should be shown or given a copy of the appraisal.
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WHAT DOES THE PROCESS DO?

e Confirms to the Project Board which products planned to be

wmed Report
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Project Evaluation
Review

produced in the current Stage Plan have been delivered
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e Gives reasons for the non-delivery of any products which
were planned (in the case of deviation forecasts)

e Verifies that any useful lessons learned during the current
stage have been recorded in the Lessons Learned Log

e Provides information to the Project Board to allow it to
assess the continued viability of the project

e Obtains approval for the next Stage Plan or the Exception
Plan

e Ascertains the tolerance margins to be applied to the new
plan.

WHhHY?

The ability to authorise a project to move forward a stage at a time
is a major control for the Project Board. There is also a need for a
process to create a plan to react to a forecast deviation beyond
tolerances. This process aims to provide the information needed
by the Project Board about the current status of the Project Plan,
Business Case and risks to enable them to judge the continuing
worth of the project and commitment to a new plan.

How?
See Figure 8.2.

SB1 — Planning a Stage

WHAT DOES THE PROCESS DO?
e Prepares a plan for the next stage.

WHY?

In order to control adequately a stage the Project Manager needs a
plan in which the detailed activities go down to the level of a handful
of days.
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Figure 8.2
RESPONSIBILITY

The Project Manager is responsible, but may get help from Project
Support. Any Project Assurance functions should review the plan to
ensure products have suitable and timely quality checks with appro-

priate resources assigned.

How?

e Check the Project Approach for any

guidance on how the products of the next
stage are to be produced

e Check the Issue Log for any issues that will
affect the next Stage Plan

e Use the common Planning (PL) process to

create the draft plan

LINKS TO
OTHER PARTS
OF THE BOOK

Change
Control

Planning (PL)
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e Document any changes to the personnel of Organisation
the project management team

e Discuss the draft plan with those who have Quality
Project Assurance responsibility in order to
include Stage Quality Plan requirements

e Add any formal Quality Reviews and any Quality
other quality checks required for Project Review
Assurance purposes

e Identify (as a minimum) the Chairperson of
each formal Quality Review

e Identify with those with Project Assurance Stage Quality
responsibility the required Reviewers for each | Plan
formal quality check

e Ensure that the plan includes all required Product-based
management products Planning

e Check the plan for any new or changed risks | Risk
and update the Risk Log

e Modify the plan, if necessary, in the light of
the risk analysis.

SB2 — Updating a Project Plan

WHAT DOES THE PROCESS DO?

e The Project Plan is updated with the actual costs and sche-
dule from the stage that has just finished, plus the estimated
cost and schedule of the next Stage Plan.

WHhHY?

As one stage is completed and the next one planned, the Project Plan
must be updated so that the Project Board has the most up-to-date
information on likely project costs and a schedule on which to
partially base its decision on whether the project is still a viable
business proposition.
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RESPONSIBILITY

The Project Manager is responsible, but may have help from Project

Support.

How?

e Ensure that the current Stage Plan has been
updated with final costs and dates

e Create a new version of the Project Plan
ready to be updated

e Update the Project Plan with the actual costs
and dates of the current stage

e Update the Project Plan with the estimated
costs, resource requirements and dates of the
next stage

e Update any later stages of the Project Plan
on the basis of any relevant information
made available since the last update

e Check to see if events mean that the Project
Approach has to be modified.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

CS2

Configuration
Management

SUS

Text should be added to the new version, explaining why any
changes have occurred. This is an important part of the Project
Manager’s audit trail of documents covering the management of

the project.

FOR SMALL PROJECTS

All the activity detail may be in the Project Plan with no separate
Stage Plans. The Project Plan should be updated with the informa-

tion described above.
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SB3 — Updating a Project Business Case

WHAT DOES THE PROCESS DO?

e Modifies the Business Case, where appropriate, on the basis
of information from the current stage and the plan for the
next stage.

WHY?

The whole project should be business driven, so the Project Board
should review a revised Business Case as a major part of the check
on the continued viability of the project.

RESPONSIBILITY

The Project Manager and whoever has responsibility for the busi-
ness assurance for the project.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Create a new version of the Business Case Configuration
ready to be updated Management

e Review the expected costs in the investment
appraisal against the new forecast in the
updated Project Plan

e Review the financial benefits in the
investment appraisal against any new
forecasts Business

) ) . Case
e Review the reasons in the Business Case and

check that there has been no change or that
no new reasons have come to light

e Modify the new version of the Business Case
in the light of any changes to forecast.
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IN PRACTICE

The Business Case should be reviewed minimally at each stage end,
but more frequently if the stages are long or the Business Case is at
all at risk.

FOR SMALL PROJECTS

It should not be assumed that the Business Case is unimportant for
a small project.

SB4 — Updating the Risk Log

WHAT DOES THE PROCESS DO?

e Checks the known risks to project success for any change to
their circumstances and looks for any new risks.

WHY?

Part of the assessment of the project’s viability is an examination of
the likelihood and impact of potential risks.

RESPONSIBILITY

The Project Manager collates the information on risks, but each
known risk should have been allocated to an ‘owner’, the person
best placed to monitor that risk.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Ensure that the Risk Log is up to date with Risk
the latest information on the identified risks

e Ensure that any new risks identified in
creating the next Stage Plan have been
entered on the Risk Log
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e Assess all open risks to the project, as
defined in the Risk Log

e Decide if the next Stage Plan needs to be
modified to avoid, reduce or monitor risks

e Create contingency plans for any serious
risks that cannot be avoided or reduced to
manageable proportions.

IN PRACTICE

An assessment of the risks should be part of the End Stage Report.
In practice, the Project Manager should informally discuss any ser-
ious risks with the Project Board so that the risk situation and any
extra costs incurred in reacting to those risks do not come as a
surprise at the end stage assessment.

FOR SMALL PROJECTS

Continuous risk assessment and management are important to all
levels of project.

SBS — Reporting Stage End

WHAT DOES THE PROCESS DO?

e Reports on the results of the current stage

e Forecasts the time and resource requirements of the next
stage, if applicable

e Looks for a Project Board decision on the future of the
project.

WHY?

Normally the Project Board manages by exception and therefore
only needs to meet if things are forecast to deviate beyond tolerance
levels. But as part of its control the Project Board only gives
approval to the Project Manager to undertake one stage at a time,
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at the end of which it reviews the anticipated benefits, costs, time-
scale and risks and makes a decision whether to continue with the

project or not.

RESPONSIBILITY

The Project Manager is responsible.

How?

e Report on the actual costs and time of the
current stage and measure these against the
plan that was approved by the Project Board

e Report on the impact of the current stage’s
costs and time taken on the Project Plan

e Report on any impact from the current
stage’s results on the Business Case

e Report on the status of the Issue Log

e Report on the extent and results of the
quality work done in the current stage

e Provide details of the next Stage Plan (if
applicable)

o Identify any necessary revisions to the
Project Plan caused by the next Stage Plan

o Identify any changes to the Business Case
caused by the next Stage Plan

e Report on the risk situation

e Recommend the next action (e.g. approval of
the next Stage Plan).

LINKS TO
OTHER PARTS
OF THE BOOK

End Stage
Report
Product
Description

Change
Control

Quality Log
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IN PRACTICE

The Project Board should be aware of what will be in the End Stage
Report before it formally receives it.

FOR SMALL PROJECTS

The report may be verbal, if this has the agreement of the Project
Board.

IN PRACTICE

The Project Board should be kept informed of progress and any
problems discussed and advice sought via the process DP4,
‘Giving Ad Hoc Direction’ before presentation of the Stage Plan.

FOR SMALL PROJECTS

The project may be small enough that the Project Plan contains
sufficient detail to manage each stage, thus separate Stage Plans
are not needed.

SB6 — Producing an Exception Plan

WHAT DOES THE PROCESS DO?

e At the request of the Project Board the Project Manager
prepares a new plan to replace the remainder of the current
plan in response to an Exception Report.

WHhHY?

The Project Board approves a Stage Plan on the understanding that
it stays within its defined tolerance margins. When an Exception
Report indicates that the current tolerances are likely to be
exceeded, the Project Board may ask for a new plan to reflect the
changed situation and which can be controlled within newly speci-
fied tolerance margins.
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RESPONSIBILITY

The Project Manager is responsible in consultation with the Project
Assurance function.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e An Exception Plan has exactly the same Plans
format as the plan it replaces SB1

e An Exception Plan covers the time from the
present moment to the end of the current
plan.

IN PRACTICE

Reasons for the deviation forecast can be many, such as:

e Work on approved requests for change cannot be done
within current tolerances

e The supplier has discovered that it cannot supply part of the
solution

e The stage cannot deliver all its products within the current
tolerances.

FOR SMALL PROJECTS

There is the temptation not to replan, but only to ‘remember’ that
changes have occurred. It is, however, important to advise the
Project Board of any potential deviation beyond tolerances, to
have a record that the Stage Plan was changed to accommodate
the change and that the Project Board approved the new targets.

The same concept can be applied to Team Plans if they are forecast
to deviate beyond tolerances.
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Top-Level Diagram
See Figure 9.10.
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SB5 End Project Report
Reporting Post-Project Review Plan
Stage End

Figure 9.1

WHAT DOES THE PROCESS DO?

e Checks that all required products have been delivered and
accepted



98 PRINCE?2

e Checks that all Project Issues have been dealt with

e Records any recommendations for subsequent work on the
product

e Passes on any useful lessons learned during the project
e Recommends closure of the project to the Project Board

e Plans to measure the achievement of the project’s Business
Case.

WHY?
Every project should come to a controlled completion.

In order to have its success measured, a project must be brought to a
close when the Project Manager believes that it has met the objec-
tives set out in the Project Initiation Document.

How?
Warning of Project Files
Approaching
Project | |
End ! !
css | cprL T ,
Reviewing — Decomm1§51on1ng U product
Stage i a Project | Acceptance
Status ! | DP5
I
I I
I
SBS ! CP2 | Confirming
Reporting ! |Identifying Follow-On i »  Project
Stage || cssons | Actions I Follow-on Closure
i .
End | Learned : | Action .
Report : ! Recommendations
Project Plan CP3 : PPR Plan
Business Itase Project Evaluation 1 >
Risk Logi Review | Lessons
Issue Log I Learned
L I Report
End Project Report

Figure 9.2
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CP1 — Decommissioning the Project

WHAT DOES THE PROCESS DO?

e Gets agreement from the customer that the acceptance cri-
teria have been met

e Confirms acceptance of the project’s products from the cus-
tomer and those who will support the product during its
operational life

e Checks that all Project Issues are closed

e Arranges archiving for the project files.

WHY?

The customer and supplier must agree that a project has met its
objectives before it can close.

There must be a check that there are no outstanding problems or
requests.

The project documentation, particularly agreements and approvals,
should be preserved for any later audits.

RESPONSIBILITY

The Project Manager and any Project Support staff assigned to the
project.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Check that all Project Issues have been Change
closed Control
e Get the customer’s agreement that the SU

acceptance criteria have been met

e Ensure that all products have been completed
and accepted by the customer
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e Ensure that, where applicable, those who will | Configuration
be responsible for maintenance and support Management
of the products are ready to accept the
product

e Complete and archive the project files.

IN PRACTICE

This process may be abridged if the Project Board brings the project
to a premature close. There will need to be a carefully managed
handover of the products between the project and operational
and/or support staff unless one central group handles configuration
management methods for both parts of the product’s lifespan —
development and use.

If any acceptance criteria have not been fully met, the customer and
supplier may agree to record this as a Project Issue (Off-
Specification) to be dealt with in a later project.

The final product may be handed over to a new third party to
operate and maintain, and there may be contractual arrangements
involved in the acceptance of the product.

FOR SMALL PROJECTS

Notification of the release of resources may be very informal, if
required at all.

CP2 — Identifying Follow-on Actions

WHAT DOES THE PROCESS DO?
e Identifies any work that should be done following the project

e Prepares a plan for when the realisation of the project’s
expected benefits should be checked.
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WHhHY?

Any knowledge of unfinished business at the end of a project should
be documented, checked with the Project Board and passed to the

appropriate body for action.

RESPONSIBILITY

The Project Manager is responsible. Input should be sought from

any Project Assurance roles used.

How?

e Check for any omissions in the product
against the Project Definition in the PID or
suggestions on how to improve the product

e Ensure that any omissions and suggestions
are recorded as Project Issues

e Check the Issue Log for any Project Issues
that were not completed or rejected

e Check the Risk Log for any risks that may
affect the product in its operational life

e Draw up Follow-on Action
Recommendations and cross-refer the entry
in the Issue or Risk Log

e Identify when measurement can be made of
whether the product has delivered its
benefits, and prepare a plan to carry out that
measurement.

LINKS TO

OTHER PARTS
OF THE BOOK

Change
Control

Risk

Follow-on
Action
Recomm-
endations
Product
Description

Post-Project
Review plan



102 PRINCE2

IN PRACTICE

The timing and arrangements for any Post-Project Review should be
discussed with the Project Board, particularly where there is an
external supplier or support group.

Where the project is part of a programme, any recommendations for
follow-on actions should be passed via the Project Board to the
programme management.

Where the project is part of a programme, the project’s work may
have been purely in support of the programme’s Business Case, so
there may be no requirement for a Post-Project Review.

FOR SMALL PROJECTS

There may be no requirement by the Senior User for a Post-Project
Review.

CP3 — Project Evaluation Review

WHAT DOES THE PROCESS DO?

e Assesses the project’s results against its objectives
e Provides statistics on the performance of the project

e Records useful lessons that were learned.

WHY?

One way in which to improve the quality of project management is
to learn from the lessons of past projects.

As part of closing the project, the Project Board needs to assess the
performance of the project and the Project Manager. This may also
form part of the customer’s appraisal of a supplier, to see if the
contract has been completed, or to see if that supplier should be
used again.
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RESPONSIBILITY

The Project Manager, Project Support and any Project Assurance

roles used.

How?

e Write the End Project Report, evaluating the
management, quality and technical methods,
tools and processes used

e Examine the Risk Log and actions taken and
record any useful comments

e Examine the Issue Log and actions taken
and record any useful comments

e Examine the Quality Log and record any
useful comments

e Turn the Lessons Learned Log into a
Lessons Learned Report.

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

End Project
Report

Risk

Change
Control

Quality

Lessons
Learned
Report (PD)
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The Lessons Learned Log should have been updated throughout the
project.

If there are suggestions that the quality management system used
by the project needs modification, it should be made clear that
such comments are directed to the appropriate quality assurance
function.

FOR SMALL PROJECTS

The Project Board may not require an extensive End Project Report.
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Top Level Diagram
See Figure 10.1.
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Figure 10.1

WHAT DOES THE PROCESS DO?

e Defines the levels of plan needed for the project
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WHhHY?

PRINCE2

Decides what planning tools and estimating methods will be
used

Identifies the products whose delivery has to be planned

Identifies the activities needed to deliver those products and
the dependencies between them

Estimates the effort needed for each activity

Allocates the activities to resources and schedules the activ-
ities against a timeframe

Analyses the risks inherent in the plan

Adds explanatory text to the final plan.

PRINCE2 offers a standard way in which to produce any level of
plan. This means that all plans will have the same format and
method of development. The process is based around the
PRINCE?2 technique of Product-based Planning.

How?

See Figure 10.2.

PL1 — Designing a Plan

WHAT DOES THE PROCESS DO?

Decides on how many levels of plan are needed by the pro-
ject

Identifies any planning tools to be used

Identifies the method(s) of estimating to be used.
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WHY?

This process is carried out only once per project, the first time that
the Planning process is used. It defines the standards to be used in all
future plans. The result should be a consistent set of plans.

RESPONSIBILITY
The Project Manager.

How?

e Decide on what levels of plan are needed for
the project, i.e. Project Plan, Stage Plans,

Team Plans

e Ascertain if the organisation or

programme

uses a particular planning tool as standard

LINKS TO
OTHER PARTS
OF THE BOOK

Plans
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e Identify the planning tool to be used in the Project
Project Plan, part of the Project Initiation Initiation
Document Document

e Identify what estimating method(s) are
available and suitable for the project

e Ensure that the estimating method(s) chosen
contain allowances for Project Issue analysis,
telephone calls, ad hoc meetings, learning
curves, experience, etc.

e Discuss with the Project Board whether there | Project
should be a Change Budget set aside Controls

e Discuss with the Project Board whether there | Risk
should be a separate allowance for any
anticipated Contingency Plans.

IN PRACTICE

Where the project is part of a programme, the programme will have
made most of these decisions, and it is just a question of finding out
what the standards are. Beware of allocating any resource, especially
yourself, 100 per cent of its time to an activity. No one is 100 per
cent efficient. There will inevitably be interruptions such as tele-
phone calls, ad hoc meetings and non-project work that demand
your time. These should be allowed for in your estimate of how
much time people can commit to the work in your plan. Even the
most efficient experienced workers is unlikely to devote more than
70 per cent of their time to planned work. At least 50 per cent of a
Project Manager’s time should be spent in managing. The Project
Manager of a large project should not contemplate doing any of the
specialist work at all.

FOR SMALL PROJECTS

A really small project may not need a planning tool, but a little
thought should be given to the other steps before diving in and
assuming you can hold it all in your head. The comments about
how efficient people are still holds true for the smallest project.



PLANNING (PL) 109

PL2 — Defining and Analysing Products

WHAT DOES THE PROCESS DO?
e Identifies the products whose delivery has to be planned

e Describes each of the products in terms of purpose, compo-
sition and quality criteria and ensures that these descriptions
are agreed by all concerned

e Identifies the sequence of delivering the products and the
dependencies between them.

WHY?

By defining the products and their quality requirements everyone
can see and understand the required plan result. It means that who-
ever has to deliver a product knows in advance what its purpose is,
to what quality it has to be built and what interfaces there are with
other products.

RESPONSIBILITY

The planner is responsible. This will be either the Project Manager
or a Team Manager, depending on the type of plan being produced.
The users of any of the products to be delivered within the plan
should be involved in writing the Product Descriptions, particularly
in defining the quality criteria.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Identify the products required Product-based
Planning

e Write Product Descriptions for them

e Draw a diagram showing the sequence of
delivery and dependencies between the
products
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e Optionally produce a Product Checklist. Product
Checklist

IN PRACTICE

This is a key point in PRINCE2. If you are not doing this step, then
you are not really using PRINCE2. It is an ideal method of invol-
ving users, specialists and Project Assurance roles in the creation of
a plan, without the normal problems of ‘design by committee’.

FOR SMALL PROJECTS

It is very tempting in small projects to assume that use of Product-
based Planning is not needed. Experience has shown me that it is
very easy to forget a product, do things in the wrong order or fail to
consider a quality requirement when you dive in and ‘just do it’. It
doesn’t take much time to do this step and it will always pay divi-
dends.

PL3 — Identifying Activities and
Dependencies

WHAT DOES THE PROCESS DO?
e Identifies all activities necessary to deliver the products

e Defines the dependencies between the activities.

WHY?

For Stage and Team Plans the Product Flow Diagram (created in
process PL2) may still be at too high a level for the purposes of
estimation and control. This optional process allows a further
breakdown, based on the PFD, until each activity will last only a
handful of days.

RESPONSIBILITY

The planner is responsible. This will be either the Project Manager
or a Team Manager, depending on the type of plan being produced.
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How?

e Consider if a product in the PFD is too big
to estimate or would need such a large effort
that it would be difficult to control against
that estimate

e Where a product is too big, break it down
into the activities needed to produce it. This
should continue down to the level where an
activity is less than ten days’ effort, ideally
no more than five days

e Where a product has been broken down into
several activities, put the activities into their
correct sequence

e Review the dependencies between products
and refine them to give dependencies between
the new activities. For example, where PFD
dependencies went from the end of one
product to the start of the next, is there now
an opportunity to overlap, or start some
activities on a product before all the activities
on its preceding product have been done?

IN PRACTICE

LINKS TO
OTHER PARTS
OF THE BOOK

Product-based
Planning
technique

You may decide not to do this step, but simply extend the previous
step, i.e. continue thinking about products, rather than activities,
down to the level where you have all the detail you need for your
plan. This step was originally included because all planning tools
used Work Breakdown Structures and assumed you would be work-
ing with activities and tasks. This process was inserted as a bridge
from PRINCE2’s product approach. Other people found it conve-
nient to use this process to draw a line below which Product

Descriptions were not needed.
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FOR SMALL PROJECTS

Following the above comments this process may not be needed for a
small plan. The previous step may give enough detail for estimation
and control.

PL4 — Estimating

WHAT DOES THE PROCESS DO?

e Identifies the types of resource needed for the plan

e Estimates the effort for each activity/product.

WHY?

The objective is to identify the resources and effort required to
complete each activity or product.

RESPONSIBILITY

The planner. This will be either the Project Manager or Team
Manager. Possibly there will be expert help available from Project
Support.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Examine each activity/product and identify
what resource types it requires. Apart from
human resources there may be other
resources needed, such as equipment

e With human resources, consider and
document what level of skill you are basing
the estimate on

e Judge what level of efficiency you will base
your estimates on, what allowance for non-
project time you will need to use
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e Estimate the effort needed for each activity/
product

e Understand whether that is an estimate of
uninterrupted work, to which the allowances
must be added, or whether the estimate
already includes allowances

e Document any assumptions you have made,
e.g. the use of specific named resources, levels
of skill and experience, the availability of
user resources when you need them. Check
the assumptions with those who have such
knowledge, such as the Senior Supplier and
Senior User.

IN PRACTICE

The organisation may already have estimating guidelines for stan-
dard types of product. This should be particularly true for standard
PRINCE2 management products. For example, the amount of time
to write an End Stage Report, Highlight Report, and to prepare and
hold a quality review should be known.

FOR SMALL PROJECTS

Beware of giving an estimate for the project before you have gone
through this process. It seems easy to give a figure off the top of your
head for a small project. But once given, the Project Board will hold
you to this. It is amazing how many forgotten activities, unchecked
assumptions and thoughts of people being 100 per cent effective lie
waiting to be discovered by this process even in even the smallest of
projects.

PLS — Scheduling

WHAT DOES THE PROCESS DO?
e Matches resources to activities/products

e Schedules work according to sequence and dependencies
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e Adjusts the schedule to avoid people being over- or under-

used

e Negotiates a solution with the Project Board for problems
such as too few resources, too many resources or inability to

meet fixed target dates

e Calculates the cost of the resources used in the plan.

WHY?

A plan can only show whether it can meet its targets when the
activities are put together in a schedule against a timeframe, show-
ing when activities will be done and by what resources.

RESPONSIBILITY
The Project Manager.

How?

e Draw a planning network

e Assess resource availability. This should
include dates of availability as well as what
the scale of that availability is. Any known
information on holidays and training courses
should be gathered

e Allocate activities to resources and produce a
draft schedule

e Revise the draft to remove as many peaks
and troughs in resource usage as possible

e Add in management activities or products
(Stage and Team Plans only)

e Calculate resource utilisation and costs.

LINKS TO
OTHER PARTS
OF THE BOOK



PLANNING (PL) 115

IN PRACTICE

This may be the point when you transfer the plan to your planning
tool.

FOR SMALL PROJECTS

You may not need a planning tool. You should remember to add
time and effort for any management products.

PL6 — Analysing Risks

WHAT DOES THE PROCESS DO?
e Checks the draft plan for any risks in it.

WHY?

You should not commit to a plan without considering what risks are
involved in it and what impact the plan might have on risks already
known.

RESPONSIBILITY

The planner is responsible. This will be either the Project Manager
or a Team Manager, depending on the type of plan being produced.

How? LINKS TO
OTHER PARTS
OF THE BOOK

e Look for any external dependencies. These
always represent one or more risks. Products
from other projects might not arrive on time.
They might be of poor quality or be wrong
in some other way

e Look for any assumptions you have made in
the plan, e.g. the resources available to you.
Each assumption is a risk
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e Look at each resource in the plan. Is there a
risk involved? For example, that a new
resource doesn’t perform at the expected
level, or that a resource’s availability is not
achieved

e Are the tools or technology unproven?

e Take the appropriate risk actions. Where Risk
appropriate, revise the plan. Make sure that
any new or modified risks are shown in the
Risk Log.

FOR SMALL PROJECTS

Where the project is too small to have Team Managers, the Project
Manager will carry out this process.

PL7 — Completing a Plan

WHAT DOES THE PROCESS DO?
e Adds text to explain the plan.

WHhHY?

A plan in diagrammatic form is not self-explanatory. It needs text.

RESPONSIBILITY

The planner is responsible. This will be either the Project Manager
or a Team Manager, depending on the type of plan being produced.
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How? LINKS TO
OTHER PARTS
OF THE BOOK

e Agree tolerance levels for the plan Project
Controls

e Document the expected working
environment, what work the plan covers, the
approach to the work and how the quality of
its products will be checked

e Document any assumptions you have made

e Add the planning dates to the Product PL2
Checklist (if used)

e Publish the plan.

IN PRACTICE

The majority of the material for the text will evolve from the pre-
vious planning steps. Some of it will already be known because of
local standards.

FOR SMALL PROJECTS

Even if you don’t have to publish a plan, you should still document
the assumptions.
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Philosophy

Every project should be driven by a business need. If it has no
justification in terms of the business, it should not be undertaken.

The Business Case is a vital project management tool. It should be
considered before any project is commissioned, ideally at a higher
level such as the strategy group, and certainly as part of any feasi-
bility study.

e A high level Business Case should be included in the Project
Mandate. If it is not, then one should be added as part of
developing the Project Brief.

e The contents of a Business Case should include the reasons
for the project, the prioritised business benefits, the options
considered, costs of the proposed solution, a cost/benefit
analysis, a GAP (Good, Average and Poor) analysis and a
sensitivity analysis. The last two are explained in a little more
detail later in the chapter. A summary of the major risks may
be included from the Risk Log for readers who may not see
the whole PID.

e Well-constructed Business Cases will have assessed the
impact of doing nothing and will identify the differences
achieved by implementing the proposed solution.

The Business Case should be formally reviewed at the start of a
project, and again at stage boundaries and at project closure. It
should also be reviewed when major change requests are made. It
should be monitored continuously throughout the project.
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If a project is part of a larger programme, its justification will point
at the Business Case of the programme. In such a case, the project
may have no business justification itself, but contribute to achieve-
ment of the programme Business Case. In this case, the reviews
mentioned above will refer back to the continuing need for the
project within the perceived needs for the programme.

Overview

This chapter will describe the content of the Business Case and
establish the need to review the Business Case as a major exercise
at the start of the project and on an ongoing basis throughout the
project.

Detail

The Business Case contains the following components.

REASONS

This is a narrative description of the justification for undertaking the
project. This may have been initially defined in a feasibility study
(where one has been done), and should ideally describe the reasons
why the system is needed. This may be the only information avail-
able until the Business Case is revised as part of project initiation.

BENEFITS

A narrative description of what the expected benefits are, plus esti-
mated benefit figures over the life of the product. It is important to
look ahead to the judgement of whether benefits have been achieved
after the end of the project. Benefits should be defined in terms that
are:

e Measurable at the start of the project

e Measurable when the final product is in use.
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OPTIONS CONSIDERED

This should be a summary of any Project Approaches considered,
together with the reasons that led to selection of the final option.

COST AND TIMESCALE

This gives the estimated development and running costs for the
project and the expected delivery date.

INVESTMENT APPRAISAL

Accountants use the Investment Appraisal to illustrate what the
cost/benefit balance will look like over time; but what do we use
as a baseline when expressing benefits?

By way of answering this question, consider what would happen if
the project was not done — none of the costs would be incurred and
the benefits would not be accrued. This is known as the ‘do nothing’
option and is used as the benchmark against which the predicted
costs and benefits are measured.

THE ‘DO NOTHING’ OPTION

In every Business Case the ‘do nothing’ option should be consid-
ered. Indeed in a lot of cases it is the ‘do nothing’ option that
justifies the need for change and hence the project.

Examples of this are where the ‘do nothing’ options results in:
e The loss of market share
e Large maintenance costs
e Heavy legal penalties for non-conformance to law.

It is important to remember that the ‘do nothing’ option should be
calculated by assessing the implications of staying with the current
mode of operation for the anticipated life of the new product/ser-
vice/system. It should be calculated from the planned date of the
start of the proposed project for the expected life of the new/repla-
cement product, with estimates for inflation and cost increase
included.
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THE ‘DO SOMETHING’ OPTION

Estimates of the implications of implementing the project’s solution
need to be made in a similar way and over a similar time period to
the ‘do nothing’ option above. The effects on running costs and
benefits need to be assessed. It is not relevant here to go into lengthy
discussion on benefit quantification. Suffice to say that an effective
Business Case is one that gives the most accurate estimate of direct
benefit resulting from implementation.

So-called intangible benefits should be excluded as these tend to
indicate the existence of a higher level programme or portfolio
Business Case. If no direct benefit results (including reduced costs)
then this indicates that, on its own, the project does not have a
Business Case. In this instance it can only be contributing to a
higher level case, or is simply not economically viable!

Project Managers often make the mistake, when developing or refin-
ing the Business Case, of quantifying benefit and cost implications
themselves. This is not usually wise. Costs and benefits are only
estimates and it is important to get ‘experts’ to provide these esti-
mates. It is the role of the Project Manager to seek out the ‘experts’
and ensure their involvement. It is sensible to get the users to quan-
tify benefits. They may need a little help from you, but the figures
should be recognised as theirs. When the product’s real benefits are
finally measured, you don’t want the user accusing you of overesti-
mating its value.

The assessment of benefits (and reduced costs) should follow a nat-
ural path. Projects have objectives that when achieved, realise ben-
efits. In order to meet objectives, detailed requirements have to be
identified and met. Solutions are built to meet these requirements,
which will, in turn, achieve the objectives and hence realise the
benefits. The implementation and operation of the solution start
to deliver the benefits. Maintaining this link, throughout the project,
is a vital task in refining the Business Case.
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CASH FLOW

The Business Case is calculated by establishing the difference
between the ‘do something’ option and the ‘do nothing’ option
and comparing this with the investment cost required for the pro-
ject.

The most straightforward way of expressing this is via the cash flow
model.

Each organisation has its own standards, but they are all loosely
based on the concept of a cash flow model. A simple table to illus-
trate this would assume a development period of one year (year 0)
and a system life of four years (years 1 to 4). The table would have
four ‘rows’ or entry lines.

The costs row within the table then represents the development costs
in year 0 and the predicted running costs of the delivered system
over years 1 through 4.

The benefits row represents the benefits predicted from the opera-
tion of the delivered system. The net benefits row represents the
benefits minus the costs for each year. The cash flow row is the
cumulative running total of the net benefits.

Yr 0 Yr 1 Yr 2 Yr 3 Yr 4
Costs 60 5 5 5 5
Benefits 0 20 25 30 25
Net Benefits —60 15 20 25 20
Cash Flow —60 —45 -25 0 20

This is about the simplest possible representation of a cost/benefit
analysis.

The problem with this example is that it does not account for the
‘time value of money’. This concept states that money received in
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the future is not as useful as money received today, therefore it must
be considered as being worth less.

If you were asked whether you would rather have £100 now or £100
this time next year, the answer will probably be ‘Now’. Why?
Because it could be invested in order to gain interest, or it could
be used to buy something that will cost more next year.

How much interest depends on the interest rate being used. If an
interest rate of 6 per cent is assumed, then giving someone £1.06 one
year from now is equivalent to giving them £1 now. Equally, it can
be said that giving someone £1 next year is equivalent to giving them
94p now. Thus the discount factor (as it is known) is, in this case,
0.94.

This ‘discounting factor’ is arrived at by the following formula:

b
1+

where ‘7’ is the interest rate used —e.g. 0.06 — and ‘n’ is the number of
years hence.

Every organisation has a standard interest rate that they use and it is
usually held in the finance department. The finance department will
also hold tables of discount rates against various numbers of years
and interest rates. This avoids the necessity for working them out.
(If a rough estimate is required, just use the current bank loan rate.)

NET PRESENT VALUE

Discounting can be incorporated into a cash flow model.

Each net benefits value is multiplied by the appropriate discount
factor to arrive at the discounted net benefits.

Application of discounting can reduce the NPV (Net Present Value)
of a benefit quite substantially over a period of time. If we take the
example above and apply a discount of 6 per cent, the cumulative
profit after four years reduces from 20 to 8.7.
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Yr 0O Yrl Yr 2 Yr3 Yr 4
Costs 60 5 5 5 5
Benefits 0 20 25 30 25
Net Benefits —60 15 20 25 20
Discount 1 0.94 0.89 0.84 0.79
Factor
Discounted —60 14.1 17.8 21.0 15.8
Benefit
Net Present —60 —45.9 —28.1 —-7.1 +8.7
Value

Another way of expressing the time value of money is through
Internal Rate of Return (IRR).

INTERNAL RATE OF RETURN

As the interest rate used to calculate NPV gets higher, there comes a
point where there is an interest rate that would give an NPV of zero
over the period of time given.

That rate is known as the Internal Rate of Return (IRR), and is used
to compare one project with another (to see which is the better
investment), and against the company standard (to see whether
the money could be put to a better use). IRR can be understood
as follows. If all of the money for the project development was
borrowed, and the project broke even, then the interest rate paid
on that borrowed money would be the IRR.

If IRR is used, then the accountants will have a formula, or more
likely a spreadsheet model, to calculate it. What is required to cal-
culate it is an interest rate that gives a positive NPV, and one that
gives a negative one, along with the values of those NPVs derived.
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GAP AND SENSITIVITY

It must always be remembered that the figures we are using for costs
and benefits are all estimated. One way of assessing the robustness
of the Business Case is by using GAP Analysis.

GAP (Good, Average, Poor) is sometimes better known as Best,
Most likely, Worst cases. It can be calculated by taking into con-
sideration allowances for estimating inaccuracies; building in toler-
ances; and allowing for the impact of risks (see below). In a well-
managed project the Business Case GAP will narrow as the project
progresses and more certainty is established. The wider the GAP the
more the uncertainty and risk of the project. Refining the Business
Case GAP is an important activity throughout the project.

However, sensitivity analysis is an even more valuable activity in
that it can pinpoint the areas of the project that are highly sensitive
and hence the ones that need closer management and control. A
highly sensitive Business Case is indicating great project risk and a
need for rigorous change management. Sensitivity needs to be
reviewed and refined throughout the project.

MAJOR RISKS

In some environments, particularly government, there may be an
expectation of seeing a section on risks in the Business Case, even
though there is a section on risk in the PID. If this is required, it can
be a summary of the Risk Log.

Links

As mentioned earlier, a basic Business Case should appear in the
Project Mandate, or be developed as part of ‘Preparing a Project
Brief” (SU4).

There is a major link with the initiation stage, in which the Project
Board should review the Business Case before it decides whether the
project should be undertaken.

The Business Case should be reviewed at the end of each stage in
SB4, ‘Updating the Business Case’. This forms part of the end stage
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assessment, which is reviewed by the Project Board in DP3,
‘Authorising a Stage or Exception Plan’, as part of its decision on
whether to continue with the project.

The impact on the Business Case is assessed for each major Project
Issue as part of the process CS4, ‘Examining Project Issues’.

Achievement of the Business Case will be finally judged in the Post-
Project Review some time after the project has finished.

Do’s and Don’ts

Do examine the Business Case if those who will use the final product
put it up. Be sure that the Business Case figures are genuine, not just
pulled out of the air. Many impressive Business Cases are put up to
endorse a political wish or whim, but they do not stand up to close
scrutiny.

If you are the supplier, beware of the temptation to write the cus-
tomer’s Business Case. The customer has to ‘own’ the Business
Case. The customer may need some help in thinking in financial
terms of how to justify the project, but if the project should run
into cash trouble, you don’t want the customer saying ‘But you said
it was justifiable.’

If it’s a Large Project

The Business Case is likely to take some time to prepare. There
should have been at least the outline of a Business Case in the
Project Mandate that triggered the project. It is likely that there
was a feasibility study that should contain a Business Case.

If it’s a Small Project

Don’t ignore the philosophy that there should be business justifica-
tion for every project. A lot of small projects undertaken without
business justification can waste as much as one large project. It may
be satisfactory to carry out a short, informal Business Case apprai-
sal, but the Executive should still be convinced that a genuine
Business Case exists.
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Philosophy

The organisation for any project should be based on a customer/
supplier relationship. The customer is the person or group who
wants the end product, specifies what it should be and, usually,
pays for the development of that product. The supplier is whoever
provides the resources to build or procure the end product. This is
true even if the customer and supplier work for the same company.
If this is the case they may still, for example, report to different lines
of management, have different budgets and therefore have a differ-
ent view of the finances of the project. The customer will be asking,
‘Will the end product save me money or bring in a profit?” The
supplier will be asking if the providing of appropriate resources
will earn a profit.

Establishing an effective organisational structure for the project is
crucial to its success. Every project needs direction, management,
control and communication. Before you start any project you
should establish what the project organisation is to be. You need
to ask the questions even if it is a very small project. Answers to these
questions will separate the real decision makers from those who
have opinions, identify responsibility and accountability, and estab-
lish a structure for communication. Examples of the questions to
ask are:

e Who is providing the funds?
e Who has the authority to say what is needed?

e Who is providing the development resources?
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e Who will manage the project on a day-to-day basis?

e How many different sets of specialist skills are needed?
e Who will establish and maintain the required standards?
e Who will safeguard the developed products?

e Who will know where all the documents are?

e What are the limits to the Project Manager’s authority and
who sets those limits?

A project needs a different organisation structure to line manage-
ment. It needs to be more flexible and is likely to require a broad
base of skills for a comparatively short period of time. A project is
often cross-functional and may need to combine people working full
time on the project with others who have to divide their time
between the project and other duties. The Project Manager may
have direct management control over some of the project staff,
but may also have to manage staff that report to another manage-
ment structure.

The management structure of the customer will very often be dif-
ferent to that of the supplier. They will have different priorities,
different interests to protect, but in some way they must be united
in the common aims of the project.

Four Layers of Management
See Figure 12.1.

The PRINCE?2 philosophy, when designing what the project orga-
nisation should be, is to consider four layers of management.
According to the size and importance of the project, you may not
need all four to be represented, but that should be a decision you
take when you understand the philosophy and can compare it to the
needs of a specific project.

LAYER THREE

Layer three is the Project Manager role, the day-to-day planning,
monitoring and control of the project. The work of this role is
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Corporate or
Programme
Management

Project
Decision Board

Project Manager

Team Manager

Figure 12.1

reasonably easy to understand. But very often the Project Manager
is not the person providing the funds. The bigger the project, the
more likely it is that the Project Manager will have to go to a higher
level of management for decisions and commitments on money, the
specification of what is needed, the resources required to do the job
and acceptance of products developed by the project.

LAYER TWO

This thinking takes us to level two in the diagram, a layer called the
Project Board. This consists of those roles that are needed to take
those decisions that are too big for the Project Manager’s authority
level. Examples of questions this Board would answer are:

e Does the Project Manager fully understand what we are
looking for?

e Does this look a good way of spending our money?
e Is the proposed solution in line with company strategy?

e The project is not sticking to its planned timeframe and/or
budget. Should we continue or close the project?
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e Do we want to pay for this major change request?

e Are we prepared to accept the product being offered by the
Project Manager?

e Does it meet our requirements?

LAYER ONE

A project may be part of a much larger programme or it may be a
major investment for a corporation, a key part of that company’s
strategy. What I am saying is that a project may be of concern to the
very top level of management in the corporation. This would be the
top layer in the diagram. This layer is concerned with the business
strategy and provides a vision of what the company should look like
and what it should be doing in the future. It has to coordinate all the
projects going on to change the company to the vision that they
have for it. There will come a point when this layer says, ‘Hang
on, we haven’t enough time to handle all the detail, we need to
delegate.” So for each project they appoint a Project Board to act
on their behalf within certain constraints. These constraints will be
addressed in Chapter 14.

LAYER FOUR

There are two simple examples of projects that might need layer
four. One is where the skill sets needed are so varied and/or the
numbers of resources are so large that no one person has the ability
or time to manage the whole thing. Geography may be a factor in
deciding whether you need Team Managers. If the developers are in
groups some distance away from each other, it is very difficult to
manage them all personally.

The other case is where the solution is to be provided by a third
party. The external supplier will want to manage its own resources.
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Overview

To fulfil the philosophy described at the start of this chapter, I offer
for your consideration the PRINCE2 project management team
structure (Figure 12.2).

Customer
Sponsor
Programme Management
Product User Developer
Product Seller J Procurer

Project Board

Senior , Senior
User Executive Supplier

>

Figure 12.2

The structure allows for the possible inclusion of the four layers of
management. Whether they are all needed depends on the specific
project.

It would be good if we could create a generic project management
structure that could be tailored to any project. Without knowing
anything about a project’s size or complexity we could understand
the same organisational terms and by fitting names to these under-
stand quickly who does what. But if we were to have one structure
for all sizes of project, it would be important that we made it flex-
ible, a structure that would be adequate for large as well as small
projects. The only way in which we can do this is to talk about roles
that need to be filled, rather than jobs that need to be allocated on a
one-to-one basis to individuals. In order to be flexible and meet the



134 PRINCE2

needs of different environments and different project sizes, our struc-
ture will define roles that might be allocated to one person, shared
with others or combined according to a project’s needs. Examples
are given later in the chapter.

Corporate or programme management hand the decision making
for a project to the Project Board. The Project Board members
are busy in their own right and haven’t the time to look after the
project on a day-to-day basis. They delegate this to the Project
Managers, reserving for themselves the key stop/go decisions. If
they are too busy or do not have the current expertise, they can
appoint someone to a Project Assurance role to monitor an aspect
of the project on their behalf. A typical example here would be the
participation of a company’s quality assurance function on behalf of
the Senior User or the Senior Supplier. Another example of the
Project Assurance role would be a role for internal audit.

Depending on the project environment or the Project Manager’s
expertise, he or she might need some Project Support. This might
be purely administration, such jobs as filing or note taking, but it
also includes specialist jobs such as configuration management or
expertise in the planning and control software tool that is to be used
on the project.

Links

CONTROLS

There are many links between the roles in the project management
structure and the controls they exercise. The following are more
fully described in Chapter 14.

Layer 1 — Corporate| Programme Management

Corporate/programme management controls the Project Board.
They exercise control in a number of ways.

They are responsible for the original terms of reference for the
Project Board and therefore control the statement of what the pro-
ject is to deliver, the scope and any constraints.
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They can define the overall targets of the project in terms of delivery
dates and budget.

They provide the Project Board with the limits of cash and time at a
project level beyond which the Project Board must return to them
for a decision on what to do.

They appoint the Executive (very often a member of corporate/pro-
gramme management) to head the Project Board. They have the
power to appoint other members of the Project Board, if they
wish to do so.

They indicate what reports at what frequency they want from the
Project Board.

Layer 3 — The Project Board

The Project Board has to approve that the project contract (PID)
drawn up by the Project Manager is in line with the terms of refer-
ence handed down to them (Project Mandate).

Within the project limits set by corporate/programme management
the Project Board sets limits of time and budget deviation for each
stage of the project. The Project Manager cannot go beyond those
limits without fresh authority from the Project Board.

The Project Board has to approve the products of one stage before
the Project Manager can move into the next stage.

The Project Board has to approve any change to the original speci-
fication. This is more fully discussed in Chapter 17.

A project cannot close without the Project Board confirming that it
is prepared to accept the results.

The Project Board stipulates what reports it wants from the Project
Manager, their content and frequency.

The Project Board can appoint people to an independent Project
Assurance role to monitor various aspects on its behalf.
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Layer 3 — The Project Manager

The Project Manager agrees all work with Team Managers (or if
that role is not used, with the individual team members).

The Project Manager can set deviation limits for a team’s work
beyond which it cannot go without the Project Manager’s approval.
These limits are set within those handed down by the Project Board
for the stage.

The Project Manager receives a regular report on each team’s pro-
gress.

The Project Manager can monitor the quality of work being pro-
duced by reference to the quality file, which has to be updated by the
Team Managers.

The Project Manager is responsible for the Project and Stage Plans
and monitors progress against these.

Layer 4 — The Team Manager

The Team Manager plans the team’s work and agrees it with the
Project Manager.

The Team Manager holds regular checkpoint meetings with the
team.

PLANS

The Project Manager creates and maintains the Project and Stage
Plans.

If there 1s a need for an Exception Plan, the Project Manager creates
this.

Team Managers create Team Plans where required.

Risk

The Project Manager maintains a Risk Log.

The Project Board and corporate/programme management are
responsible for the identification of risks external to the project.
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The Project Manager is responsible for the identification of internal
risks.

An owner is appointed from the project management team to keep
an eye on each risk.

QuALITY

The Executive is responsible for the quality of the Business Case, at
the outset and as the project progresses.

The Senior User role is responsible for the quality of the original
specification, for any user acceptance testing, and for confirming
that the solution’s design and development continue to meet the
user needs.

The Senior Supplier role is responsible for the quality of the devel-
oped products.

A company’s independent quality assurance function may be repre-
sented on a project as part of the Project Assurance group.

ACTIVITIES
Filing
A copy of the signed job descriptions for every member of the

project management team should be kept in the project file, together
with an organisation chart of the structure.

Do’s and Don’ts

Don’t just use the generic structure slavishly. Use common sense
and tailor it, when necessary, to the project.

Don’t drop responsibilities. Do move them to another role if that
makes more sense for the project in hand.

Do make sure that all responsibilities are given to an appropriate
role.



138 PRINCE2

If it’s a Large Project

The larger the project the more likely it is that the project organisa-
tion structure will need a person to fill each role. In fact the role of
Senior User may have to be shared between two or three people in
order to get a representative view of the user needs. It would be
sensible to control the number of people filling this role. I have seen
projects with 15 people clamouring to have a share of this role. The
phrase that always comes to mind at such times is ‘It will take us
half an hour to get the coffee order.” If you are faced with lots of
‘volunteers’ for the role, organise them into a user committee, which
meets and appoints a spokesperson to represent them all. The user
committee can instruct the spokesperson on what to ask for, then
get feedback from the spokesperson after any Project Board meet-
ings.

Similarly a large project might have lots of suppliers. I do not
recommend large numbers of them to share the Senior Supplier
role. Two or three might be workable as a maximum, but it
shouldn’t be allowed to get out of hand. If there are lots of external
suppliers, organise the contracts so that there is a main supplier who
is responsible for the minor suppliers. Another possibility here is to
appoint the company’s procurement manager to the role and make
that person accountable for obtaining the supplier resources. Before
walking away from these ideas on how to restrict the numbers tak-
ing these two roles, let me emphasise that a key part of each role is
their accountability for quality. The Senior User role is accountable
for the quality of the specification. The Senior Supplier role is
accountable for the quality of the products supplied as part of the
solution. Make sure that you have someone in the roles who picks
up this accountability.

There will normally be only one person as Executive. Remember the
Executive is the key decision maker. The other roles advise and sup-
port the Executive. The Executive is always the person in charge of
the purse strings. There may occasionally be projects where the sup-
plier puts up some of the development cash. In such circumstances
the supplier would quite correctly take a share of the Executive role.
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The division and balance of the decision making would need to be
carefully thought out in such cases.

Large projects are more likely to need to appoint people to the Team
Manager role. This may be because the project is using external
contractors, has people working in different geographical areas or
is using a mix of skills beyond the Project Manager’s scope.

If it’s a Small Project

Let’s take an example. Your boss wants you to organise the depart-
ment’s Christmas lunch at one of six restaurants in town for, say,
100 people. Common sense says you don’t want a huge number of
people in the project management structure. Your boss is paying, so
he or she is the Executive. The boss is also defining, or at least
approving, the arrangements, and so will also take the Senior
User role. In terms of supplier the major resource used is going to
be you. Who can commit your time? Right, the boss again, so your
Project Board consists of your boss. In terms of Project Assurance,
no doubt your boss is capable of checking that personally, so no
extra people needed there. You will probably do most, if not all, of
the work yourself, so no call for Team Managers. You might get
someone to write to the restaurants or ask the staff what their choice
of menu is, but that would be the extent of the ‘team’ that you would
need. The remaining question is whether you need any Project
Support and in a small project such as this, the answer is likely to
be ‘No’. So although we began by considering the full project orga-
nisation structure, we end up with a structure that looks like Figure
12.3.

All responsibilities are covered without unnecessary numbers of
people being involved in their management.

There are two important things to remember:

e Use your common sense. Remember that roles can be com-
bined and ask yourself the question ‘OK, who can make that
commitment on behalf of the project?”
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DECISION BOARD

Your boss
PROJECT
ASSURANCE
PROJECT MANAGER | | PROJECT SUPPORT
Your boss T
You You
TEAM
You
(and an administrative
clerk?)
Figure 12.3

e However small the project may be, you can’t drop any of the
roles or their responsibility and accountability. All you can
do is move these to another role.
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Philosophy

A plan is the backbone of every project and is essential for a suc-
cessful outcome. Good plans cover all aspects of the project, giving
everyone involved a common understanding of the work ahead. My
friends at Xansa use the following picture (Figure 13.1) to provide a
formal definition of a plan.

‘A plan is a document, framed in accordance with a pre-defined
scheme or method, describing how, when and by whom a specific
target or set of targets is to be achieved.’
(PRINCE2)

Figure 13.1

A plan defines:

e The products to be developed or obtained in order to achieve
a specified target
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e The steps required in order to produce those products

e The sequence of those steps

e Any interdependencies between the products or steps

How long each step is estimated to take

e When the steps take place

e Who will carry out the steps

e Where controls are to be applied.

A plan:

A plan
in our

Shows in advance whether the target is likely to be achiev-
able

Shows what resources are needed to accomplish the work
Shows how long the work will take

Shows who is to do what and when

Provides a basis for assessing the risks involved in the work
Provides the base against which progress can be measured

Provides the information on the Project Manager’s inten-
tions to be communicated to those concerned

Can be used to gain the consent and commitment of those
who have to contribute in some way.

is, however, only a statement of intent. Because something is
plan does not necessarily mean that it is cast in concrete.

There will always be uncertainties.

It is commonly accepted that one of the most common causes of
projects failing to deliver benefit is a neglect of the planning process.

There are many reasons advanced for this, one of the most common
being that there is ‘no time to plan’. What is really being said is that

there is
deadlin

a strong desire to start the ‘real’ work, especially if there is a
e to be met. The other side of this is where senior manage-
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ment does not recognise the importance of planning, and will not
make the necessary time available.

The next excuse given for failure to plan is that there is ‘no need’.
This is perhaps where:

e The job has been done before
e The project is expected to take only a short time

e The Project Manager prefers to keep all the details ‘in the
head’.

There are, of course, dangers in these ‘reasons’ for not planning.
Projects are always different, with different people, size, complexity
and environments. Short projects can become very long when you
realise that you have forgotten something vital. The human brain
can retain only a very small number of linked events over a period of
several days. When you start adding the details of what is actually
happening to what you had planned, it doesn’t take long for a
required event to get lost somewhere in the brain cells. Project
Managers who say that they keep all the details in their head are
simply ‘fire-fighters’. They lurch from one crisis to the next, always
having to put fires out. Sometimes they are hailed as whizz kids
because they solve (or waste everybody’s time working around) a
problem. Most of the problems that they go around solving would
not have been there if they had planned properly in the first place!
Undertaking a project without planning is just leaving things to
chance.

Often people are expected to plan a project with no knowledge of
how to go about it. Sadly it is often the case that people are pro-
moted into project management (hence planning) positions without
being given the necessary education and training to allow them to do
the job effectively. Planning needs to be learned. It is not an inherent
skill with which people are born. There are specific techniques
(Critical Path Analysis, resource levelling, use of a planning tool,
etc.) that need to be learned. Without expertise in these areas, plan-
ners are unlikely to do a good job.
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The last excuse is that planning is no fun! What this means is that
planning is hard work. There is a great desire to ‘get going’ with the
stimulating business of the technical challenge.

Overview

This chapter looks at the question of planning for a project.

PROJECT
PLAN

STAGE
| PLAN
i EXCEPTION

4I;LI PLAN

TEAM
| PLAN

Figure 13.2

HIERARCHY OF PLANS
Figure 13.2 introduces a suggested hierarchy of plans.

At the outset of a project, it is always difficult to plan in detail the
activities and resource requirements for the production of all the
products required. How accurately can you plan your own activities
that you will be doing six months from now? Three months from
now? Why should we