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Of organisations deliver successful Of organisations feel that project Of organisations completed more
projects, at least most of the time success rates, in relation to achieving than 50 projects in the last year
stakeholder satisfaction, have
improved over the past two years

Of organisations are likely to deliver Of organisations are likely to deliver Of organisations are likely to deliver
projects that meet original goal and projects that are on time projects that are on budget
business intent

Figure 1 Summary of Results frokPMG, IPMA AIPM Sponsored Research

So how much longer are we willing to tolerate delNP Of A YSR GadzowaSOd v
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reality underlying SUCCESSFUL projects? Models, that fail to cathglyef Attributes of the

Scientific Metho@

1) Empirical,

2) Replicable,
3) Provisional,
4) Objective and
5) Systematic.
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Using these 5 criteria as the STANDARD of PRACTICE allo@ ihétb £ Sy 3S G KA & 02 Y\
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Compare what is shown in Figure 2 to what you see in Figure 3, whichivedlédrom a
methodology first developed by either Esso or Diamond Shamrock Oil around 1955 and attesting
to the fact that it WORKS, is still in use today by all the Major International and nearly all National
Oil companies, including those working in Aal# and throughout SE Asia, Middle East and the

rest of the world.

Compare what is shown in Figure 2, which we know is NOT working, vs. what we see in Figure 3,
which we know has worked for the past 65 years. Compare what is shown in Figure 3 to what
the agilist community is trying to convince the people of Australia to use? (The actual graphic
shown in Figure 3 is a compilation from Chevron and Zadco Oil) Which one is the more complete
model? Which one reflects REALITY more closely? Which one hasai50f FINANCIAL
SUCCESS supporting it?
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Figure 3Integrated Asset, Portfolio, ProgramaProject Management Methodology circa

1955.

(1)

As we can see in Figure 2, a project does NOT start with an idea, as many
Agilistas are telling us. A project ALWAYS starts (or at least SHOULD always start) with

either a PROBLEM TO BE SOLVED or an OPPORTURIETEXPLOITHEERHAPS one
of the reasons so many projects fail is that they are being initiated based on ill

conceived and poorly thougkdut IDEAS rather than on a proper business case or needs

analysis?

2 Logical Framework Approach
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Also worth noting ishat what is being showis NOT the PROJECT life span but the INTEGRATION

of the ASSET LIFE SPAN and the PROJECT LIFE SPAN. The reality is that projects are nothing mol
GKFYy 2yS 2F aS@OSNYXt ' {{9¢ 59[L+x9w, {, {¢9a{ |
acquire, upgrade, gand, repair, maintain and eventually dispose of ORGANIZATIONAL ASSETS.
While this probably will not make organizations like PMI, IPMA, or APM/APMG very happy, the
NEFHfAdGe Aa GKIFIG GKS dzyAGSNES R2Sa& bh¢ &BO2ft 0
show but revolves around the ASSET and OPERATIONS managers in their roles as PROJECT
SPONSORS who are responsible for making all the STRATEGIC decisions. In many owner
organizations, project managers are not even empowered to make TACTICAL decigions. F

4 originated with R. Max Wideman around the Aii@i80s, and everyone can check to see if it
AayQil 2dzad a GrtAR G2RFe a AG 61 & nn &SI NA

Corporate, Business Unit or Organizational Level Managers...
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Check to see who makes what decisions in YOUR organization and see if what you see in Figure

4 is oris not accurate. At BEST, project managers may (or may NOT) have INPUT into the strategic
decisionY I { Ay 3 LINROSaaad { GAff InthdbhaRenpgoéreditspject 2 T |
managers to make strategic decisions. In fact, many cannot even make TACTICAL decisions
GAGOK2dz0 | LILINRPGFE FTNRBY a2YS daadSSNAy3a O2YYAOh:

(2) Keeping in mind that what is shown in Figure 3 has been working for 65+ years
now, pror to Phase 3, there IS NO PROJECT. There is only the exploring of POSSIBLE or
POTENTIAL solutions to the problem or the best way(s) to exploit the opportunities, the
model as shown does not address this crucial issue. Another point that The article
implies but does not give enough emphasis to is what should be contained in each of
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Figure 5 Decision Support Package (DSP) InformgtidmcLeamy, Paulson or Boehm Curve)

Notice in Figure 5 (which was copied from the original Zadco Oil teeibsm about five years
back) that this is NOT the PROJECT life span but covers the entire ASSET LIFE SPAN? In this model
PROJECTS are not even identified as part of the process until Phase Gates #4 and #5? That of the

7 Phases of the Asset Life Spanydhof them involve PROJECTS?

Also, in Figure 5, we can see a list of the MINIMUM items that each DSP should contain. Notice
how the model as shown largely glosses over this CRITICAL detail? Compare what this typical
4 YS (K2R 2 fhagisSsBogvn ih FRgdrg 21 (0 S &

G 3IAt S¢é
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3 is when we have narrowed down the SOLUTION TO THE PROBLEM or the STRATEGIES
and TACTICS to EXPLOIT AN OPPORTUNITY to a SINGLE OPTION. Only at the end o
Phase 3 do we formally seek out Shareholder Approval to FUND the project, which even
then may or may NOT happen. (Keep in mind this is a REAL process map from Zadco Oll,
not some theoretical construct, and that this is the same process map followed by al

the major oil and gas companies for 65+ years now)
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Investopedia defines an “Asset” to be: https://tinyurl.com/yxo8438a
v" aresource with economic value that an individual, corporation, or

(4) LY GKS LINRP2SO0 Aa (G2 6S R2yS 4Ly | 2dza8§:
would be appointed, a project charter issued, and a project team formed. If the project
were going to beOUTSOURCED, depending on the contracting type, the owner would
either hire their own Engineers and do their own procurement or, more often,
outsource the entire package using an Engineer, Procure, Construct and Commission
(EPCC) or Desidpuild contract.fithe owner hired their own engineers and did their
procurement, then they would outsource the construction only using a
Design>Bid>Build where the contractor built only what the owner designed.

(5) 2KFG GKAA GaLIAONffe a! JAfshwisthadriag 2 NJ &
h2b9w> (KS LINR2SO0 R2S&a y2i FyR OFyy2d 385
PROJECT is an INVESTMENT or COST Center, where cash flows OUT of the company into
the hands of the Consultants and Contractors. In exchange, the CONJR3@fie
creating an ASSET for the owner. This is the part that our IT colleagues, in particular,
seem to have a hard time grasping, and that is that projects create ASSETS, and it is the
ASSET that either saves money or increases revenues. As contéadtofsh G A | G S LIt
SESOdzi Sz O2ydiNRBf lyR Of2as¢ LINR2SOGa | a t\
generate is primarily in the form of profits, although they also can gain Intangible Assets
(reputation) and perhaps build their Knowledge Assets.

What is an ASSET...

country owns or controls with the expectation that it will provide a
future benefit.

are reported on a company's balance sheet and are bought or . : A —
created to increase a firm's value or benefit the firm's operations. . KL . Assets
can be thought of as something that, in the future, can generate cash i
flow, reduce expenses or improve sales, regardless of whether it's
manufacturing equipment or a patent.

Thus all Projects produce ASSETS and ASSETS (if they do what they were

intended to do) produce BENEFITS, understanding some do, some do LY

NOT.

To learn more, review PAS 55 parts 1 https://tinyurl.com/yagxp4av and 2
https://tinyurl.com/y7wpadku

And the Business Dictionary defines "Asset Management” to be: 4. il Intangible
“Prudent administration of investable (liquid) assets, aimed at achieving % Assets
an optimum risk-reward ratio.”

Giammalvo, Paul D 2019 https://is.gd/a3k7Vt

Figure 6 Definition of an Asset
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Figure 6 explains how or why not everyone understands the principle that projects are nothing
Y2NBE GKFy alaasSi RStEAOGSNE aedadSvyaoé 9aLISOAL
SOFTWARE is treated as a lmron asset, no different than the land, factory, or equipment

QELX FAYSR Fy2GKSN) gle&s F2NJ Iy h2b9w 2NEFYAI
competency. For OWNERSeir core competency is ASSET MANAGEMENT. As projects are
PROFIT CENTERS for CONTRACTORS, that is what they build their CORE COMPETENCIES :
BUSINESS MODELS around. Until we can get the world of IT to realize this REALITY, we are never
going to put anend to the neve’iSY RAy 3 | NHdzySyda | o62dzi &l 3AES
important aspect is whether you are looking at the project as a PROFIT CENTER (Contractor) or

a COST or INVESTMENT CENTER (Owner)

(6) This is another big problem with this Agile modg&}.not recognizing that the
project OUTPUT produces an ASSET and it is the ASSET that may or may not eventually
G3ISYSNIXGS oSySTAGaze GKSe IINB G2d0Frtfte A3Iy:
owner but also for the contractor. This graphiciswhad LIN2 2S Ol Y I yI 3SYS)
FaaSi RStAGSNER aeadsSvyéd Aa Fff [62dziz I yR
GFraArtAadrazé Of SINI e KFE@S y2 dzyRSNBRUGIFYRAY:

Economic Added Value ("Benefits Realization™)

—Project costs —NMNet from sales Cash flow —Cash flow with capital charge
80,000,000
Project Payback Period + Economic Added Value (EVA)
Duration (Cash In) “Benefits Realization”
60,000,000 (Cash Out) | - 5 “Return on Assets” (RoA) il

s DI —>< 7 2

b

Cash Flow Analysis

e o
0 — 7/
N<11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 M1 42}’ 51 5} 55 57 5963 65 67 69 71
20,000,000 /__e

CONTRACTORS
Realize Benefits For OWNERS projects create ASSETS and when put into
DIRECTLY from the OPERATION or SERVICE it is the ASSET that MAY or may

- . ”
40,000,000 PROJECT as PROFITS oNOT produce +"Economic Added Value” (EVA) or

and/or REPUTATION “Benefits” and NOT the project itself.

Figure 7¢ KS w9! [ 2NJ/hat[9¢9 &.9b9CL¢{ w9![L¥%! ¢

Figure 7 originated witbennis J. Coheand Robert J. GrahamiThe Project Manager's MBA:
How to Translate Project Decisions into Business Sutsegslitio€ agback in 2000, and
unfortunately, as they failed to explain it very clearly, they never really got the coverage and
exposure it should have which has resulted in far too many Agilistas not fully understanding
or appreciating it either.
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(7.1)Asnoted previously, for an OWNER ORGANIZATION, projects are COST or
INVESTMENT centers, meaning the owner is paying money to the CONTRACTOR (or
their own internal people if the project is done-imouse) to create an ASSET that

will either SOLVE A PROBLEMXPLOIT AN OPPORTUNITY.

(7.2)As noted previously, for a CONTRACTOR, a project is a PROFIT center, and the
ASSETS projects generate for CONTRACTORS are PROFITS and possibly Intangible
Assets such as reputation or knowledge using proprietary methods.

(7.3) At the completion of the PROJECT, (#6 from Figure 2 above) the ASSET the
project created is turned OVER to the ASSET or OPERATIONS managers who
SPONSORED and FUNDED the project using either CAPEX or OPEX budgeting
process. That marks the point where the@RREECT ends, and the ASSET takes over.
Explained another way, what | have labeled as #7 in Figure 2 above, should be
ONRB1SY R2¢6y Ayil2 G2 LINIa atleol O] t SNA
Understanding that not all ASSETS end up paying back their investosts,

software being one of them.

(7.4)As soon as the ASSET is accepted by the SPONSOR, it is put in service and
starts to either SAVE MONEY or GENERATE REVENUES. At the same time, the ASSET
is beingAMORTIZEBNdDEPRECIATED

(7.5)As the savings or revenues attributable to the asset accumulate, they are
recorded by finance or accounting urttiey have paid back the original investment.
This is the toughest part of this, especially with software to determine how much
money they actually save or revenues they generate, but the accounting profession
has developed formulas and methods they us&lb this.

(7.6) At the point where the revenues or savings attributable to the asset exactly

equal the investment, we have reachéd.7)at | @ 6 | O ¢€9 @Y diie. NBIKA &
important milestone as up to now; the ASSET had NOT YET made the organization
G&r2NBE GFfdz2 0t SZ¢é¢ gKAOK Ada GKS GNHzS RSTAY)
AY CAYyLFYyOS OFff G902y 2YAO =zl fdzS ! RRSR®E
hubris of project managers and the organizations that purport to represent them,

feel they have to INVENT new terms for everything rather than doing the research
necessary to find out what other sectors are using for terminology. Because project
management is primarily a BUSINESS function, we recommend using Investopedia

or any credible BUSESS DICTIONARY and not relying on generic dictionaries or,

worse yet, dictionaries from project management societies.

(7.8)While simple payback, which is based on the Cost of the Project/GROSS
PROFIT (Sales or Savig@srect Costs), it is recommendeldiatt we use the more
conservative formula (Total Cost of the Project/(EBITDA or Operational Cash Flows )
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or the even more conservativg’.9) (Total Cost of the Project/(Net Profit or Free
Cash Flows)

(7.10)Itis only AFTER we have reached brexadn or pgback using the last

formula can we honestly claim that the Asset is making the organization MORE
VALUABLE because we undertook a PROJECT to create an ASSET to SOLVE A
PROBLEM or EXPLOIT AN OPPORTUNITY. And not all projects even reach break
even, especi@} in the world of IT. This also means that there MAY or MAY NOT be

Fye O2NNBflIGA2y s YdzOK tSaa /! ! {![ wo[!¢L
GFFAEfdzNBE 2F GKS twhwo/ ¢ FyR (KS &aadz00Sa
created; the best example of thieing the Sydney Opera House.

(8) From a PROJECT perspective, the Sydney Opera House was an unmitigated
DISASTERte, over budget, quality problems, yet it has now become part of the iconic
image of Sydney, along with the bridge? This is why the Esso/DiaStarmdrock model
works from a BUSINESS CASE perspective. Whether oil, gas, mining, or other extraction
LINE2SO0Ga FAYAAK 20SNJ 0dzRISEG 2N y23 NBIffe
success or failure have little to do with cost (or even time)vitih safety and the
market price of commodities. That may or may not be true for other sectors but for
0K2aS K2 OflFAY GKS 2Af FyR 3Ia Y2RSt R2S:
Gadz00Saade

Figure 8 Project vs. Asset Success Matrix

(9) (10)and (11)

Now just for fun, take a look at Figure 9 and then compare it against what you see in Figures 3
FYR p | 0620S® YR GKSys GF1S I fa220 2R SHK § Q
Dictionary of Project management TernWhile | am well aware that the standard dictionaries

treat life SPAN and Life CYCLE as being synonymous, which of these two definitions most
CORRECTLY or COMPLETELY or HONESTLY communicateseeet Faures 3 and 5?
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