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VentureWork

Value for Customer
= Value of Success — Price

v Customer pays for success!
v'Successful project management is fully coated!

| If there were negative deviations, less or nothing
IS paid

[1] Stober, D. PMP (2013): see “The PMO as a profit Center”, p. 4f Author: Joerg Roedle




PPM 1nfluencing success

v PPM lead successful projects, who?425.26;
v Understand that there is no one-size/ one approach fits all

v' Hence adapt the leadership style and the methodology to the
environment and program/ project endeavor at hand

v’ Manage and develop teams
v' Know how to communicate
v' Age range 45 years plus

v’ Effective PMs those, who?’:

v Get things done

v" Deliver successful projects
v Are in demand

v Often have “something else”

[24] Joslin R.; Brasse M. (2012): p. 17.

[25] Mdiller, R., Turner, J.(2007).

[26] Dulewicz V.,Higgs MJ. (2003).

[27] Martinez-Almela, J. (2012): Behavioural and contextual competences; p. 17f. Author: Joerg Roedle




Customer Problem

I High number of troubled and failed projects?®
v" Knowing project success criteria and
v" Knowing PM competency profiles/ leadership styles and
v" Knowing the factors a PPM can influence success
' 'Why are so many projects not successful?

' One reason:

I Project /Programme/ Project Portfolio Management (PPM), Project
Owners and other Stakeholders influencing the project are paid a
fixed annual salary or daily/ hourly rate?®

I This provides little incentive to accurately implement the project in
terms of cost, schedule, and quality3°

| Lower project costs are not honored
I Shorter project durations are even punished

[28] Personal definition/ view based on practical experience.
[29] Personal definition/view based on practical experience.
[30] Personal definition/ view based on practical experience. Author: Joerg Roedle




Solution

v' At least a portion of the income should be paid
variable based on project goal achievement.

v Thus fundamental interest to maintain project
success criteria?.

[32] Personal definition/ view based on practical experience. Author: Joerg Roedle




Uniqueness

v Relatively low remuneration
of the PPM in comparison to the total cost of the project.

v' This large leverage, performance incentives for PPM relatively high,
but relatively low compared to total project costs.

v

v' Thus, win-win relationship between all parties
as PPM is maximizing his income is maximizing project successs3.

Example: 50 million € annual budget for manpower => 217.000 €/day
=> if 5 days delay and teamwork are prevented,
over one million € can be saved/ paid out as bonus !

[33] Personal definition/ view based on practical experience. Author: Joerg Roedle




Basis of the Concept

v "Earned Value" method34:3%
as a reliable basis.

v' Supplemented by findings of an MBA dissertation
to transfer project KPIs (cost, time, quality) to a single target size (financial
value) 6.

v' Deviations in form of aresulting financial value
are the basis to calculate the variable compensation part of the PPM.

= Formula: x% fix + y% variable (function [cost, time, quality])
— Business Case?®"38; Expected benefits, investment accounting, Negative side effects
= PERT?39: (Optimistic + 4 * most likely + Pessimistic) / 6
— Estimate®?: Conceptually -25%+75%, order-of-magnitude -10%+25%; Definitely -5%+10%
= Simulation Models*!: Event-risk, cost-risk

[34] PMI (2013): Project Cost Management; p. 217ff. [38] TSO (2011): Business Case; p. 123ff.
[35] ICB (1999): p. 41 [39] PMI (2013): Glossary; p. 553.
[36] Roedle J. (2006). [40] PMI (2013): Project Cost Management; p. 200;. Glossary; p. 538.

[37] TSO (2009): Business Case; p. 21ff. [41] PMI (2013): Project Risk Management; p. 339. Author: Joerg Roedle



http://en.wikipedia.org/wiki/Earned_Value_Analysis

Possible Formula - Software Development

90% * daily rate + 35% * daily rate * [(SPI*> (Q) 1 4) * (CPI46 (Q))]

External (else: annual salary)

Incentive (moderate overweight)
Quality fixed (incl. quality, otherwise: SPI, CPI)
Time (weighted higher than costs, else: 1 1)

Bonus/Malus + high sanction, otherwise: [0.8 * SPI (Q) + 0.2 * CPI (Q)]
or: [4.0 * SPI (Q) * 1.0 * CPI (Q)] /4

SPI| = Schedule Performance Index ; CPI = Cost Performance Index

Assumption: @ SPI and CPI achievement of past projects app. 75% - 80%
[45] PMI (2013)
[46] PMI (2013) Author: Joerg Roedle




Possible Formula - Y2K Programme

50% * DR + 150% * DR * (CPI4’, long as SPI*®>= 100% and Q>=LL, else 0)

A

External

Incentive (high)

Costs only (CPl is the only variable)

Time fixed, i.e. NO variable payment as long as SPI < 100%

Quality quasi-fix, i.e. NO variable payment as long as Q is below
the lower limit (LL)

DR = Daily Rate; SPI = Schedule Performance Index; CPI = Cost Performance Index

[47] PMI (2013): Project Cost Management; p. 218ff.

[48] PMI (2013): Project Cost Management; p. 218ff. Author: Joerg Roedle




Success related Roles, Responsibilities & Formulas

Negatively
Impacted
Stakeholder

Programme
Owner
PfM— »>Project Manager 1 — PM1:
: 90% * daily rate + 35% * daily rate * [(SPI (Q) 1 4) * (CPI (Q))]
@ PM4 > >Project Manager 2 — PM2:
90% * daily rate + 20% * daily rate * [(SPI (Q) * (CPI (Q) 1 2)]

»Project Manager 3 - PM3:
90% * daily rate + 35% * daily rate * [(SPI (Q) 1 4) * (CPI (Q))]

»Programme Manager - PgM:

90% * daily rate + 28% * daily rate * [(SPI (Q) 1 3) * (CPI (Q))]
»Programme Owner:

90% * annual salary + 28% * annual salary * [(SPI (Q) 1 3) * (CPI (Q))]
»Negatively Impacted Stakeholder:

75% * annual salary + 70% * annual salary * [(SPI (Q) 1 3) * (CPI (Q))]

»Project Portfolio Manager - PfM:

90% * annual salary + 30% * annual salary * [(SPI (Q) 1 4) * (CPI (Q))] Author: Joerg Roed|
uthor: Joerg roeale




Performance related Roles, Responsibilities & Formulas

System ‘Architect

Impacted [ Senior Ii)eveloper !
Stakeholder
Anzilyst’ Develo;ierl | Teiter
nniml per2
[ PM > t
Programme PgMT = | T >
Owner PM 3= > ¢
PfM™S
Project e, >
PI\/If—
Owner “t
™R > |
— TM2 >

t
» Analyst; Developerl; Developer2; Tester:
90% * annual salary + 17% * annual salary * [(SPI (Q) * (CPI (Q))]
» Senior Developer: 3
90% * annual salary + 17% * annual salary * 1/3 * > [(SPI (Q) * (CPI (Q))]
» System Architect: ;
90% * annual salary + 17% * annual salary * 1/5 * % [(SPI (Q) * (CPI (Q))]

» Team Manager:

n
90% * annual salary + 17% * annual salary * 1/n * 3 [(SPI (Q) * (CPI (Q))]
1 Author: Joerg Roedle




Summary of the Approach

v Give PPM a formula and support to be successful

Author: Joerg Roedle
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