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Abstract

In this article, the author describes the definition of a systematic process to estimate and measure the adequacy between

the business demands and the management skills of project managers. In other words, it describes a proposed process to

answer a recurring question from upper level management: Do we have the right people managing our projects?

n order to answer the question, we first need to imagine

the kind of response we are seeking. Should we look for a

one-to-one relationship between a project and the fitting
manager to run it? Is this systematically feasible for every
project at any time in any place?

Our analysis is based on a generic model of a mid- to
large-size company, running projects for external customers in
different areas of interest and in different business types.

In this context, projects are not executed in an isolated
setting. They are usually integrated in the company structure
through the organizational concept of a business unit, which
represents the specific implementation decisions of the
company strategy to run the business. Those business units
are, in turn, integrated into higher level units sometimes
called management units or vertical markets. In companies
with a decentralized approach, project managers are allocated
to business units so we can properly say that project managers
“belong” to the business units and to the management units
where they work.

At the same time, the human resources (HR) department
is often handling the manpower of the company with a
centralized methodology. This usually means a lack of

authority to efficiently reallocate the project management
resources, if the need arises, because project managers
report to the business unit managers in our decentralized
hypothetical context.

The outcome of this situation is commonly a lack of
agreement between the HR department and the responsible
management unit with regard to talent management
decisions, including a possible reallocation of project
managers, training priorities, or even the dimensions of the
business unit’s management capabilities.

In consequence, we are primarily attempting to define
a scenario where both the HR department and business
management can agree on how well the project management
workforce is adapted to business demands. If such agreement
is feasible, it will be possible to design a common strategy to
improve or develop a better talent management process.

A Basic Classification Approach: Innovation vs.
Risk as Main Variables

Our aim is to define a common canvas depicting whether
there is a good fit between business needs and the project
management resource skills profile. To define such canvas,
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let us consider two main concepts that are frequently at the

center of strategy decisions made by business units. Those are:
*  The project or business innovation requirements; and
*  The risk associated with the execution of the projects.

For the time being, let’s presume that we do not
need a precise definition of both concepts, and that it is
enough to think about innovation as the need to perform
a non-repetitive job, or to introduce a new method, a
new procedure, or product, etc. Let us consider risk as
the subjective feeling of the chances of project or business
failure. Assuming that these two variables constitute the
driving criteria to sufficiently characterize the type of work
initially being performed by a business unit, we could say
that there are four basic types of business units, as depicted
in Figure 1. Types 1 and 2 have a small amount of innovation
requirements, while Types 3 and 4 have higher innovation
demands. At the same time, Types 1 and 3 appear to have risk
that is reasonably managed or contained, while Types 2 and 4
imply a greater degree of unmitigated risk.

Of course, real business units do not usually fit into
just one of these types. They may have characteristics of the
different types, but there is a strong chance that consolidated
business units fit predominantly into one type. At the same

Business Unit Types

TYPE3 TYPE4

time, a specific business unit may evolve from one type

to another, depending upon the development stage of the
business. For example, the business unit might start as a Type
4, creating a new product for a new customer, and evolve to
Type 3 if there are no significant competitors for the product
evolution; or evolve to Type 2 if other suppliers enter into the
scenario; and end in a strictly Type 1 relationship at the pure
recurring production phase.

With this approach, we could define a preferred profile
of the project managers that should run the projects for each
of the business unit types. Consequently, we may say, as
shown in Figure 1, that conservative profiles may be preferred
for Type 1 business units; high execution performers are
required for Type 2; for Type 3, the project manager would
provide a greater degree of innovation to reinforce stable
customer confidence and future business; while the Type 4
project manager will need the vision to create new business
models and products to open new markets and create new
opportunities.

In summary, if we can systematically calculate profile
types for each business unit and the project management
resource skills profile, we may be able to say “There is an x%
correlation between both profiles,” and can make decisions
accordingly.

Project manager profiles

Type 1: Conservative

-provides for customer confidence

-business continuity based on rational use
of resources

-challenge on margin improvements

eNew product development
eInnovation and creativity are a
requirement

eRisk is mostly covered by the
contract type

TYPE1

eProjects and operations based
on a stable market situation

*They generate more revenue
than profit

¢ New markets and business
development

¢ Payoff based on efficiency and
innovation

TYPE2
eBusiness oriented to highly
competitive markets

* Risky projects where
execution excellence is a
condition to achieve profitability
and market share

Type 2: Efficient

-execution oriented to excellence in cost,
schedule, and scope

-high resilience to stress
- very good stakeholder management skills

Type 3: Innovator

-very good understanding of customer
needs and interests

-creativity and risk are managed in a close
relationship with customers

-solid approach to business future
Type 4: Creative

-ability to generate new business areas
through the effective development of
profitable opportunities in new markets

Figure I: Innovation Demands vs. Risk Exposure as Classification Criteria
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Getting to Know Business Unit Types

Projects are typically classified inside the company Project
Management Information System (PMIS) to cope with the
different statistical, monitoring, supervision, and reporting
needs. In this sense, it is possible to define an appropriate
algorithm that estimates how much innovation is required to
run a set of projects within a specific business unit.

For example, projects are usually classified as development,
fabrication, or production; IT operation; technical assistance;
or other project types. The PMIS may even provide support
to allocate a percentage (budget wise) of those types for every
project. For example, the project is 50% development and
50% fabrication. Additionally, we could say that the amount
of innovation required in a project may be estimated as a
percentage of the budget allocated for development. In other
words, we could formulate the amount of innovation as a
function of the foreseen budget for development activities.

I=f (development $)

The amount of innovation demands (vertical axis of the
classification diagram in Figure 1) for a set of projects, may
be displayed as a set of four values ranging from “little” to
“very high,” each with a percentage associated. The data
in Figure 2 should be read as follows: 18% of the budget
allocated to projects of this specific business unit requires a
very high level of innovation, and so on.

Risk exposure is another variable that may be estimated
in different ways, yet its systematic calculation by the PMIS
is highly dependent on the degree of implementation of a
risk management process linked to the enterprise project
management tool. In the cited example, the PMIS directly
provided the risk exposure value associated to each business
unit. For our purposes, risk exposure is defined as the impact
in cost of the project residual risks, estimated as a percentage
of the business or management unit’s overall available projects
portfolio budget.

By applying a risk exposure scale correction factor to
the Innovation profile, we can obtain a definitive business
unit type. The correction factor would be composed of
rules including:

“An innovation level below high, together with a risk
exposure below a specific threshold, such as 5%, means that
the business unit belongs to Type 1.”

little 35%
medium 25%
high 22%
very high 18%

Figure 2: Innovation Profile Example for a Business Unit
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We could then obtain the business unit type profile for a
particular management unit by combining the results for all
of its business units.

Defining Project Manager Types and
Characteristics

In a similar way, project managers are classified as belonging
to one of the identified four types. In this case, the input data
for the classification does not come from the projects that
are being executed by the business units. This classification
is based on indicators identified by the HR department to
perform talent management related tasks. For the purpose
of our study, we used data from the individual performance
evaluation process, the assignment history, and the available
résumé of the project manager. A new algorithm is then
applied based upon the data provided by these tools, so
every project manager is characterized by a predominant
type (1 to 4) in accordance with Figure 1.

As a result of the process, another profile is obtained that
depicts the percentages of each type in the project management
resources within the business unit or management unit.

Again, this does not mean that an individual
characterized as Type 1 or Type 3 will always act according
to the characteristics. It is an assessment of his/her
main attitudes when running projects in view of his/her
performance data and history. In other words, if the project
manager is assigned to a project that requires a higher level
of competency in handling risk, he/she may need training or
other resources to fully understand the nature of the business
and react accordingly. In any case, we all know managers that
maintain a very good level of performance under stress (Type
2) in a competitive contract, while that same manager may
have difficulties managing the evolution of a product and
maintaining an excellent relationship with a single customer

as is required for Type 3.

Putting Results to Work
Figure 3 displays an actual example of the application of these
concepts in a correlation study between the business demands
(business unit profile) and the project management skills profiles
(resource profile). This particular analysis was performed on a set
of 30 business units belonging to a single management unit with
a workforce of around 200 project managers.

Correlation index (CI), a new indicator, was defined
to represent the relationship between both series of data,
resulting in a value of 63, 54% in this case.

Looking at the picture, could we say that we have the
right people managing the projects in this market at this
time?
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We will try to answer the question looking at the nature
of the business and at the data displayed.

Figure 3 illustrates a business area that is providing
products and services mainly in the IT arena. Its business
profile shows the following:

e 'The budget dedicated to recurring effort (42%) may
indicate that previous products have been successfully
developed and installed, and additional deliveries are
being required to consolidate the product; and

* At the same time, it appears that new product
developments are being addressed and a significant
number (18% of the budget) require a more
innovative and risky approach.

The project management resource profile on the other

hand may indicate that:

*  There is a lack of required talent to address the
demands of more innovative and risky projects;

e There is a capacity of 40% (T3) to handle new
product developments of consolidated customers
and a capacity of 30% (T2) to compete in the open
market to offer and sell consolidated products. Both
of these could be considered in excess of the business
demands; and

e There may be a slight lack of management manpower
to ensure the timely delivery of recurring projects as
42% of the budget is being handled by 28% of the
available management workforce.

These preliminary results and interpretations require
further discussion and refinement by management in light
of the benefits realization plans for the unit. If the situation
is then found unacceptable by the unit management and the
HR department, a plan should be defined to improve the
correlation index for the management unit and consequently
its performance.

For example, the plan outlines the following:

* Identify additional managers to take care of all Type
1 efforts. This could mean a specific training plan to
prepare Type 1 managers from the engineering level;

*  Define a selection process and perhaps a training
plan, to move workforce from Type 2 and Type 3
toward Type 4 capabilities (business development
strategy concepts and soft skills development); and

*  Review the business development plans to take
full advantage of Type 2 and Type 3 resource extra
capabilities.

There could be other considerations and factors to take
into account, yet this objective diagnosis and the resulting
action plan may provide the required starting point for a
dialog between HR and the appropriate management teams to
improve the efficiency of the project management workforce.

Bottom line, the main advantage of this approach is that
it should provide a systematic tool to periodically review the
degree of adequacy between business needs and the project
managers skill profiles.
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Figure 3: Business Units and Resource Profiles Example
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