Are You Ready For A Project Office?
While IT project success rates are on the rise, large-, medium- and small-scale 
IT projects still fail at many North American companies. Why that is, and how to fix it are issues that are all the more important in a tough operating environment, with more bottom-line concerns than ever before.

According to the Standish Group of West Yarmouth, MA, IT project time overruns still occur 63% of the time (this figure is down from a staggering 222% in 1994). Cost overruns also have decreased since 1994, from 189% to 45%, but still impact end-user satisfaction in terms of time, cost and features. 

Overall, nearly one-quarter (23%) of all projects still fail (meaning that an IT project is cancelled before completion, or it is never implemented), according to a Standish Group study. Further, nearly one-half (49%) of projects are challenged, meaning that the project is completed but is over-budget, exceeds the time estimate, and/or has fewer features and functions than initially specified. 

Many of the companies that successfully complete projects are simply using effective project management techniques. Of these, the concept of a "Project Office" is becoming ever more important as business issues and limited resources are increasing the pressure to achieve a measurable ROI. 

How a Project Office Works

A project office is a corporate management organization that evaluates, measures and, essentially, "enforces" the performance and interaction of the implementation of IT project processes across a company’s business units. Its objective is to determine who exactly the key players for each project are, what their roles are, and who is responsible for communicating and setting policy vis-à-vis the project’s performance. 

It is also responsible for building consensus and communicating to both the heads of the business units involved, as well as senior management, about the project’s performance.

The project management office must be onsite, as close proximity to the company’s business units, senior management and IT teams across the enterprise is critical to streamlining information-gathering and reporting.

Staffing the PMO

Who should be selected to serve in the project office? It’s necessary to have a variety of management-level people representing both the business and the technology arenas.

The PMO should include both of the following:

· A project specialist — a person with project management skills who can provide training and mentoring to those charged with delivering the projects. 

· A project analyst — a person whose responsibility is to gather, compile and report (to senior management) information and data on the project’s performance. The project analyst also looks at the project in relation to other IT projects being implemented throughout the enterprise. This is particularly important because there are often underlying interdependencies among IT projects, and the implementation of one project is often contingent on the components of another.

PMOs may be staffed by a company’s own employees or outsourced to consultants who work onsite. The determining factors should, first and foremost, include a look at the skill sets and competencies of the organization’s own IT staff. Certainly, the ability to utilize one’s own employees does, at first glance, allow a company to manage the resources of at least one aspect of the IT implementation more completely. 

Employees may come and go, however, and the requirements of IT projects often change. A company may not always have the appropriate people with the needed skills on staff at all times, so deploying outside resources may be an effective way to staff a project management office, at least at certain times in an organization’s timeline.

Do You Really Need a PMO?

Just as companies employ a facility manager to coordinate the technology, human resources and logistics involved in the move to new office space, these same companies also require a comparable level of coordination for the implementation of IT projects across the enterprise.

It is important for business entities to adopt a more macro perspective of their IT projects to better understand, for example, why and when certain resources may or may not be available to them during the implementation, or when corporate resources may need to be shared to avoid unnecessary hiring, while ensuring as smooth an implementation as possible.

Not only will the PMO determine whether the intended project is in line with the company’s overall business strategy and objectives, it can also assess such issues as internal capabilities and resources, activities to be outsourced, actual vs. projected ROI, and the cost efficiencies of using internal resources over an outsourced model.

Specifically, a project office will work to:

Eliminate project redundancies: The incidence of replicating IT solutions within a single organization is far more common than one might imagine. Duplicate efforts lead to implementation of dissimilar or non-complementary platforms, making integration of legacy systems with emerging technology all the more difficult for the future. In addition, when multiple divisions implement similar technologies concurrently but separately, they forgo cost efficiencies that can be better achieved by modifying one solution to satisfy the needs of both divisions.

Standardize the delivery process: A PMO requires adherence to a standardized delivery process. For example, the business units need to present a business justification for the project, and demonstrate how it meets corporate objectives and integrates with corporate systems. The hidden cost of system integration is the maintenance and upkeep. Costs can be contained if a company is maintaining only one of everything.

Assess ROI: Assessing the Return on Investment once the project is completed, based on realistic analysis and assumptions, is part of the PMO’s responsibility. With this approach, the project office will be able to prevent the organization from engaging in future projects that under-perform or exceed the original budget parameters. Furthermore, assessing the project’s ROI upon completion will help maintain the integrity of the project’s original assumptions in terms of performance and profitability. 

Avoid the "latest and greatest": Emerging technologies capture corporate attention quickly, but project plans are based on current technology and costs. If teams repeatedly introduce new, often more expensive technology, it eliminates the ability to build on existing knowledge, causes unplanned R&D, and ultimately makes projects more expensive and risky. A PMO may determine that a change in systems will neither reduce operating costs nor improve profitability based on a break-even model. There is no reason to change a system if it is not going to reduce operating costs or improve profitability. Ultimately, this assessment can help the company determine whether it should proceed with the project or adopt a different approach, all with an eye toward a healthier balance sheet.

How Does The Project Office Measure Up?

The big question for many companies trying to rein in their project management needs is, "How do we measure ROI?" For example, a large insurance-industry data aggregator sought to augment the level of service it provided its member companies by Web-enabling existing client-server applications. The company began to consolidate the systems from various platforms and reduce overall operating costs related to outsourced development. 

The company created a project assessment framework, which evaluated the project’s contribution to the bottom line, the impact on the firm’s existing technology and the resource requirements needed, including headcount, skills and competencies. 

The company then assembled a project office team with senior management 
endorsement to review all of the company’s current IT projects and initiatives, 
in order to determine whether or not to continue as planned, based on the new proposed Web-enabled framework. The project office conducted an ROI assessment to determine which projects would proceed. The results were both staggering and impressive:

· The company had an average per project cost of US$150-$200K, times 80 projects each year. 

· Nearly one-fifth of all projects currently in the pipeline were cancelled for failing to meet the appropriate criteria 

· After an assessment of ROI, another 20 percent of the projects never made it into production.

On the resources front, six employees — three outsourced and three permanent — initially staffed the project office. Once they overcame the influx of new projects and assessments, the staff was reduced to three permanent employees with an average salary of US$80,000. 

With a PMO now in place, the company then instituted measures and controls to ensure that the various projects around the company would fall within the projected performance fiscal timeframe. 

By assembling a team that was recognized by the company’s senior management, which openly provided support for the review and performance assessment initiatives instituted by the project office, new projects could be slotted for implementation throughout the year and were assigned both internal and external resources that would help accomplish the task at hand. 

Of course, companies should not implement a PMO in a vacuum. The more common project management tools such as MS Project or Primavera, and ongoing training of new and existing IT staff, are important to assemble a true knowledge-base within the company, as well as to help ensure smooth and successful implementation of new technologies in the future. 

While an initial response to a proposed project management function might raise eyebrows about its cost benefit, a look at the final analysis demonstrates real value — both intermediate and longer term — to the bottom line for the best return on your IT investment. 

