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Abstract

This paper suggests a formal framework for managing projects in a strategic way, and
specificaly defines the concept of project strategy. In a traditional project management world
that has aways been focused on operational performance and meeting time and budget goals,
there is a need for change. Today’s business challenges and fierce global competition require
new ways to improve competitiveness, and project management is at the top of the list. The
purpose of this paper’s framework is to help make project management a competitive weapon for
organizations in the years to come. Rather than focusing the project on “getting the job done,”
strategic project management is focusing the project on the competitive advantage of its outcome
and how to make it work. Project strategy is the missing link that should be added formally
between the business strategy and the traditional project plan. In this paper we discuss the need
for project strategy and provide an explicit definition of the term. We then describe a four-step
process for building a project strategy. We discuss product definition, business perspective,
project scope, and strategic focus, and outline their specific components. We discuss four generic
project strategies and their strategic focus.

I ntroduction

Most projects today are conceived with a business perspective in mind, and with a clear
or projected goal that is focused on better business and organizational performance in the future -
more profits, additional growth, and improved market position. Yet, ironically, when project
managers and project teams are engaged in day-to-day project execution, they typically are not
focused on the business aspects. Their focus and attention, rather, is operational, and their
mindset is on “getting the job done.” While this mindset may focus on doing the job efficiently,
i.e., not waste time and money, it may lead on to disappointing business results and even failure.
Consider the following case in point:

The first generation of Ford Taurus turned out to be the best selling car in Americain the
late 1980s. Conceived in the 1980's and introduced in 1986, it set the standard for new practices
in project management and product development. It was one of the early projects in the U.S,,
which fully utilized the concept of cross-functional teams and concurrent engineering practices.
It established close ties with vendors and subcontractors, and was characterized by a spirit of
cooperation and strong synergy among teams. The result was a remarkable market and business
success. Its revolutionary design and outstanding quality, created a new trend in the U.S.
automobile industry, and customers ssimply loved the car. Y et, when the project was completed,
the project manager was fired. His“sin” was that project completion was delayed by six months.

In contrast, the second generation of Ford Taurus was developed in the early 1990s and



completed in 1995. With increased competition and the enormous success of Japanese imports,
Ford had hoped to reestablish Taurus, once again, as the best selling car in America. But the new
project manager learned the lesson of his predecessor: He considered project schedule as a “holy
grail,” and made sticking to the completion date the ultimate goal, while sacrificing other things.
Vendor relationships, team spirit, and product integration were just few of the issues that
suffered. The second generation of Taurus turned out to be a disappointing business experience.
It did not recapture the position of the best selling car in America and Ford was not able to repeat
its outstanding success of the first Taurus.

This is what we call the difference between an operationally managed project and a
strategically managed project. Strategically managed projects are focused on achieving business
results, while operationally managed projects are focused on getting the job done. Management
teams in strategically managed projects spend a great deal of their time and attention on activities
and decisions that will improve business results in the long run. They are concerned with
customer needs, competitive advantage, and future market success, and rather than sticking to the
initial product definition and project plan, they keep making adjustments that will create better
business outcomes. Such projects, however, are quite rare, and most projects are still managed
with an operational mindset, focusing on short-term results and delivery, namely, meeting time
and budget objectives. While this approach may be justified in certain cases, in most situations a
more long-term perspective will do much better.

What is needed, is a new mindset and framework that will focus project management in
the new millennium on strategic issues to improve business performance. The purpose of this
paper is to develop the concept of project strategy, and to put this concept in a larger framework
of strategic project management. Ultimately, the goal is to provide a framework and guidelines
for organizations and managers on how to plan their projects with a strategic focus in mind and
how to manage them in a more strategic way for better business resuilts.

The Role of Strategy in Project Management

The Missing Link

We define projects as temporary organizations and processes that have been set to
achieve certain goas under the constraints of time, budget, and other resources. Projects
conceive of goals, structures, processes, and of course resources. Unlike on-going operations,
each project is unique, and to some extent, “first of its kind.” Furthermore, projects are initiated
to implement business, corporate, or organizational goals into action. They are the vehicles with
which organizations execute their strategies, things get done, and decisions are being
implemented. One may ask then, do we need to deal with a concept called project strategy? We
believe the answer is, yes, as we discuss in this section. In the next section we will provide a
definition for project strategy and discuss its components.

Typicaly, most projects would start with a project plan. The plan normally includes the
project goal, project scope, project deliveries, project milestones, project resources, and activities
for execution. Also typically, projects are initiated as part of a grand-plan, which is consistent



with business strategy and conceived at the corporate or business unit level. But how exactly is
this plan trandated into what needs to be done on the project arena? While some projects do
better than others, conceptualy, there is a missing link — between the business strategy and the
project plan. We call this link the project strategy (see Figure 1). Our following discussion will
address this question in more detail.

Figure1:
Project Strategy — The Missing Link
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Narrowing the Scope of Strategy

Contemporary views about strategy have made the field quite broad, and probably too
vague. In the modern organization, every action, every plan, and amost every decision is easily
caled today strategy. Yet, projects are about focus and about specific activities to achieve
specific goals. In order to conceptualize the idea of project strategy, we suggest, at this time, to
narrow the scope and discussion about strategy, rather than expand it. Instead of talking about
plans to attend outcomes, or courses of actions, we propose to go back to the original idea, to
where it al started, namely, the military arena. In that context things were clear, (and they still
are): In the military environment strategy simply and unmistakably means, how we are planning
to win. We will apply the same principle to projects.

In combat, each battle has its unique and distinct strategy — its particular way in which
generas are planning to win. This strategy depends on the army’s tradition, resources, and way
of doing things (just as Mintzberg's et a design, planning, pattern, and perspective schools
suggest (1998)), but it also depends on the unique environment of the battle — the enemy’s
position and the battlefield landscape (environment school). In an organizational context, the
competitive business environment comprises the war, and the specific projects are the battles.
Each project is a unique battle, and just like in war, it needs a specific strategy. This strategy is
obvioudly derived from the company and business strategy; it follows behavior, norms, and
patterns normally used by the organization; but for each project one needs to develop a distinct
and unique way of doing things in order to win the specific project battle. This specific way is
the project strategy.

Strategy is About Winning in the Market Place

Most projects are executed in a competitive environment. Typically, the project outcome
- aproduct, a process, or service - is likely to face competition in the market from other products
or services. Thus, for each of our products and services we should ask, how do we want it to
stand-out, how is it going to succeed in the face of competition, and how are we going to make it
happen? The answer to this question must explicitly be determined by defining a project strategy.
If we want customers to buy our product, if we want them to prefer our service to that offered by
competitors, it must have some appea, or as sad in the business context, a competitive
advantage. The advantage could be real or perceived, but it must stand out to become the reason
why the customer is willing to pay and to buy our project result.

Thus, in today’s environment, the project objective is not just to build the product or
service, but also to create this reason, namely, creating competitive advantage. A good project
strategy is what will create this reason well. Therefore, as in war, project strategy is about
winning - winning the market battle with the specific product or service produced by the project.
Hence project strategy is the specific way the project will take on to make this winning happen.
This way will involve the project’s unique approach, direction, and a path that is planned in order
to make it awin.



Strategy is About Success

Yet some projects may not be carried out in a competitive environment. They may
comprise internal organizational projects, restructuring efforts, or public works. In that case, and
given the above discussion, do we still need a project strategy? The answer is, again, yes! Even if
a project is conducted in a non-hostile environment, we still want it to succeed. Project strategy,
then, simply becomes the specific way in which the project is going to succeed. In this case we
cal it the way to success, rather than the way to win, and all the previous statements are exactly
asrelevant as before.

Strategy IsNot A Plan

What, then, distinguishes a project strategy from a project plan. Obviously, each project
must have a plan for execution, for getting things done. Why not call this plan the project
strategy, (as some actually do)? Strategy, in our view, is at a higher level than a plan (Figure 1).
Pans normally include decisons about activities that should be carried out, and involve
resources, timelines, and deliverables. Strategy, in contrast, is what drives the plan. It is that
specific twist to a project that makes al this happen successfully, and it is what makes a
difference beyond the routine plan. Strategy, therefore, involves the critical elements for winning
with the project — its “secrets of success.” And while distinguished from the routine plan,
strategy involves the perspective, the guideline, the attitude, the direction, and the policy which
leads to the actual plan, and which will promote a pattern of behavior that is needed for winning
and succeeding.

Finally, a good strategy involves both effectiveness and efficiency. Obviously, winning
the war involves choosing the right battles, but it also involves knowing how to fight them. Thus
in an analogous way, winning project battles means first of al picking the right products. But
this represents only a half way toward winning; full winning means doing them also right.
Project strategy, is, therefore, both about effectiveness — making the right choices and defining
your product in the best way; and about efficiency - executing them in the right way. We are now
ready to define project strategy.

The Definition of Project Strategy

We define project strategy as follows: the project perspective, direction, and guidelines
on what to do and how to do it, to achieve the highest competitive advantage and the best project
results.

With this definition we suggest that project strategy is a combination of elements, some
of them taken from Mintzberg's five “P’ framework. First, it is a perspective. The perspective
creates the proper view and approach to the project. But strategy is also the direction and
guidelines, which will define the path to take and will direct behavior. The perspective and
guidelines are used to select the project product, the “ what to do” part, and to decide on ways of
action, namely, the “how to do.” And finaly, strategy is the position we wish to accomplish,
namely, the “ competitive advantage.”



What, then, are the components of project strategy? How can we break this definition into
a working framework for selecting and implementing the proper project strategy? In the
following discussion we develop such a framework, and in the coming sections we will outline
the rules of how to use these elements during project planning and execution.

The Project Strategy Framework

In creating a framework for delineating the elements of project strategy we distinguish
four elements of project strategy: Product Definition and Competitive Advantage, Business
Perspective, Project Scope, and Strategic Focus. When dealing with project strategy, one needs
to address al four elements, in an interactive and cyclic way. The following discussion will
describe each of these elements in more detail.

Product Definition and Competitive Advantage

This is typicaly the starting point. It is the base on which the strategy is built, the project
is defined, and the plan is outlined. Every project relates to some product, and product definition
defines this product. But as we show below, at this stage you must also define the product’s
competitive advantage. Notice, however, that the project result is not synonymous with the
product, and typically, the product encompasses more than the project is set to achieve. Most
projects deal with parts of the product or the product life (see Figure 3). While a certain project
may be set to develop a particular product, this product may live longer than the project, when it
goes into later phases in its lifecycle (such as production or maintenance), and long after the
project has been completed. Project boundaries (with should be set within the project definition
component) are therefore confined to a part of the product life. Y et, product definition relates to
the whole product (Moore, 1991). Let us review in detail the typical elements of the product
definition.

Objective. The objective defines the reason for having and needing the product in the first place.
An objective statement starts with identifying the customer, the client, and the potential user of
the product. It then describes and articulates their need — what do they want, and what could help
them, and how will this need be addressed, namely is there a feasible way to solve the
customer’s problem, and what is it. Finally, the objective states what is the business opportunity
associated with this need and solution. (At the Sharp Corp. it is called matching the “needs’ and
the “seeds’ (Noda and Coallins, 1995)).

Competitive Advantage and Value. This is the most important element of the product definition.
It articulates the value of the product from two perspectives: that of the customer, and that of the
company (the organization). From the customer’s point of view, the value statement needs to
articulate the product’s competitive advantage: why will customers prefer our product and why
will they buy it from us. And from the company’s perspective, what is the value of this product
in the long run. How will this product contribute to our business and long-term strategic goals.

Product Vision. Well-defined products have a vision. A product vision is a statement that will
express the value of the product and its competitive advantage in short, clearly articulated, and
sometimes, emotional terms. Product vision provides the impetus and guidelines for project



teams to make this advantage into reality. When BMW started the development of its new 300
series in the 1990s, it reiterated its competitive advantage as a “fun to drive” car that is built for
only 5% of the customers — those who love to drive. They then articulated product vision by the
statement, “we are building a muscular car, that wants to be driven, and will fed like it’s part of
your body.” And when Steve Jobs defined the new iBook, Apple’s deek laptop computer, he
articulated its vision by saying, “the iBook is something you throw in your backpack” (Reinhardt
and Hamm, 1999).

Product Type. Classifying product type is an important step in product definition. A
classification will typicaly relate to two dimensions. market uncertainty — how new is the
product to the market, and product complexity — how complex is the product on a hierarchy of
systems and subsystems.

Cost Effectiveness. A measure describing the product performance together with product cost. It
should express the combined goodness of the product to the customer. Examples of cost
effectiveness measures could be Miles per Gallon for an automobile, or Cents per Mile, per
traveler for acommercial airliner aircraft.

Product Characteristics. This final part of the product definition will describe the product in
functional and technical terms. It will start with the product profile, which includes items such as
acquisition cost, operation cost, ease of use, reliability, maintainability, serviceability,
compatibility, etc. It then describes the functional requirements of the product: what does the
product do, what functions will it perform, and what modes of operation will it have. Finaly,
product characteristics will include the technical specifications that will characterize the product.

Business Per spective

This part of project strategy provides the perspective and expectation the organization has
for the product. It makes things clear: these are the business aspects of the product, and this is
what the product is supposed to achieve in the market.

In some cases the business perspective includes a detailed business plan: the projected
sales and growth pattern of sales over a period of severa years. In other cases it only includes
more general statements about projected market performance. However, in any case this part
must include the success measures in a multidimensional framework. Success measures provide
the expectations and the means by which we will be able to assess project success.

Project Scope Definition

This part will define the project boundaries - the scope of work that needs to be done, and
the classification of the project type.

Project Scope. Scope defines the final outcome of the project, the work that will be done, and
what will not be done on the project. Typically, it includes a statement of work (SOW) that
defines what will be completed during the project: is it building a product prototype, producing a
first batch of finished products from the manufacturing process, etc. Project scope forms the



basis for a project “work breakdown structure” (WBS) which is built during the project planning
phase. This structure includes a tree-form collection of project work packages (or tasks), each
with its own number and assigned resources and organizational responsibility.

Project Type. Project type will classify the project according to four dimensions. market
uncertainty, technological uncertainty, organizational complexity, and pace (Shenhar, 1998,
1999). Each project type will require different project management style and strategy.

Strategic Focus

This is the last and most important component of the project strategy. It creates the
mindset and guidelines for behavior to achieve the product’s competitive advantage and value.
The right strategic focus tranglates the desired competitive advantage into guidelines for project
management. These guidelines help focus activities and foster behavior that will make the
competitive advantage a reality. Strategic focus involves four components: position, policy,
behavior, and processes.

Position. This is a statement that describes the desired position that we want to achieve, and it
simply reiterates the expected competitive advantage that was defined earlier.

Policy and Behavior. Rules and guidelines that would direct behavior and decision making. The
right policy will drive team member activities that are consistent with the position and will free
managers from day to day decisions. The right pattern of behavior will cumulatively contribute
to the expected position.

Processes. Defining the right processes will consistently create the product advantage.

In the next section we illustrate the idea of strategic focus for the four generic types of project
strategy.

Different Project Strategies and Their Strategic Focus

As defined, project strategy involves creating competitive advantage with the project
result. Seeing the competitive advantage as the position achieved by the project, we will now
discuss four typical generic project strategies and their strategic focus. Three of them are similar
to Porter’s generic strategies. cost advantage, product advantage, and specific customer focus;
and the fourth is unique to projects. time advantage. While additional project strategies may be
possible, we provide a short description of each generic strategy and summarize in Table 1 the
different elements of their strategic focus.



Table 1:

Generic Project Strategiesand Their Typical Strategic Focus

Strategy | Position Mindset, Policy and Behavior | Processes
Cost Lowest cost| Save cost in each step and | Review product
Advantag | product. Creating| activity.  Vendor  selection, | cost frequently.
e “more for less’ standardization, materials, | Add “check points’
assembly, etc, will al be|to review product
performed with a low cost | cost frequently
perspective within project
phases.
Time First product in the | We will strive to be first to | Plan short phases.
Advantag | market market. Time is critical for | Create overlap
e business results. Delays are| among project
unacceptable. Always look for | phases.
shortcuts. Keep going, don't
wait for full approval. Be ready
to use excessive resources to
save time.
Product Superior  product | Find ways to make the product | Review product
Advantag | due to features, | stand out. Invest in qudity, | quality and
e quality, or new | testing, features, and functions | performance often.
technology that will create a superior
product. Look for advantages
from  technology, design,
testing, etc.
Customer | Addressing a| Achieve customer intimacy. | Include the “voice
Focus specific  customer | Understand the customer needs, | of the customer”

need

processes, ways of work,
problems, and people. Learn to
think like your customer. Try to
articulate her needs. Make the
customer part of your team, and
let her voice be heard in your
decison making process. Let
the customer test your
prototypes as soon as possible
and adapt her suggestions.

and review
customer needs at
each project review.




Conclusion

The concept of project strategy is still not common. While many companies and project
managers use implicit strategic thinking, making it an explicit part of the project management
experience is a rea challenge. Defining, articulating, and managing project strategy in a formal
way will add a new dimension to project execution and will get project management closer to
becoming a competitive weapon for organizations in the coming years. Selecting the right
strategy at project initiation, making it compatible to the business strategy, and carefully
articulating the four components of project strategy will contribute to project success and overall
business results. Project managers and business leaders will have to learn how to define project
strategy; how to define the end product and its explicit competitive advantage; how to articulate
the expected results and the business perspective; how to define project scope and classify
project type; and how to set the right policy and articulate the strategic focus to make this
strategy work.

This change requires new developments in education and in defining the project
manager’s job. It will expand the role project managers play in the business and add more
responsibility to their current assignments. But it can be done. Project managers are energetic,
driven, and intelligent, and companies must learn how to direct this energy on a new path that
will lead to better project results and better business performance.
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