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ABSTRACT

The centra issue of this paper emerged in the course of observation of three companies Intd,
Armstrong World Indudtries, and Oregon Anesthesiology Group. They have become successful
companies competing by differentiation, low-cost, and best-cost capabilities, which are supported by
their distinct focus on schedule-driven, cogt-driven, and cost-qudity-driven project effectiveness,
respectively. To further enhance their project effectiveness and capabilities, what project management
(PM) srategies could these and other companies with the same choice of competitive strategy use? To
answer the question, we surveyed 239 project managers and team members from various industries and
organizations in the U.S. and Canada From ther responses we identified across-the-industry
benchmarks for the pursuit of higher project effectiveness. Firt, organizations with higher levels of PM
gandardization have higher project effectiveness. Second, the standardization — including PM culture,
dructure, and systems — does not automatically lead to higher project effectiveness and capability
building. Third, competing by standardization means digning it with competitive Srategies.

KEY WORDS Compstitive strategies; project management / program management; project
effectiveness, gandardization

THE PROBLEM DEFINITION

The essence of drategy lies in cregting competitive advantages [1], which give an organization an edge
over rivasin attracting customers and defending against competitive force [2]. Organizationa resources
and capabilities may equip an organization with such advantages [3]. Visudize, for example, project
management as an organizationa resource that contributes to the generation of the competitive
advantage. Useful for this visudization can be the concept of generic competitive strategy [4] that helps
understand how an organization attracts cusomers, withstands competitive pressures, and strengthens
its market pogtion [2]. Building on this concept, we focus in this paper on how project management
may contribute to a specific generic Srategy in the course of generation of competitive advantage. To
congtruct a common base of understanding, we begin with a description of three business Stuations that
we observed in our research, esch featuring a different generic Strategy (see Figure 1). Although the
description istoo brief to provide dl necessary detalls, it provides a context that illuminates the issue.

Companies competing on differentiation may concentrate on accomplishing advantages
semming from technologica leadership, brand name qudity, time-to-market, or their combination.
Inte’s generic srategy is one of differentiation that thrives on innovation and time-based competitive
advantage. In it a dgnificant role belongs to technology development, whose job is to roll out new



computer chips fagter and fagter. Crucid to this effort is the effectiveness of the chip development
projects expressed as the degree of accomplishment of ever-shrinking new chip development cycle
times. In this paper, the cycle times are our focus. We have observed the same passion for schedule
accderdion in projects implemented in other non-product development activities of Intel as well. Intd,
however, is not done in its obsesson for shrinking project schedule goals. Faced with a competitive
environment that rewards short cycle times, other firms such as Hewlett-Packard, Ingersoll-Rand, IBM,
and Honeywed | have managed to do the same [5]. As a result, building competitive advantages through
the accomplishment of ever-shorter project schedule goas takes on a great significance for an
organization that wishes to compete on the basis of innovative products. Examples of the advantages
include extended product sdes life, more loyd customers, increased market share, and higher profit
margins [6]. In this paper, our focus is on time-based capabilities and related schedule-driven
effectiveness.

Armgrong World Industries (AWI) generic drategy is quite different from Intd’s. Instead of
differentiation and time-to-market capabilities that Intdl relentlesdy pursues, AWI has set out to become
the cost leader in the indudry. As a plant manager put it: “We have been in the busness of
manufaecturing building materids for over 70 years. Technologicd change is not a big factor in our
industry; rather, it is the ability to compete on cost. To develop the ability and become the leader in the
industry, we have had to streamline every possible manufacturing-related process and continuoudy
lower the bar for our manufacturing cost goals. Part of that effort has been the process for managing our
cost cutting and manufacturing process development projects.” Manufacturing is apparently that piece
of action where project effectiveness in terms of the degree of accomplishment of ever-lower cost gods
hel ps support AWI’ s low-cost capabilities. In the course of our research we have noticed an equa cost
cutting zed in other non-manufacturing parts of AWI. This is no secret to other manufacturing firms
riding the same wave: They handle ther projects by linking them dl to their generic competitive Srategy
of low-cost leadership [7]. Like in other manufacturing firms of its srategic type, these capabilities aong
with other capahilities give AWI such competitive advantages as higher profits and larger market share
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Figure 1 — Three generic business strategies
DIFFERENTIATION

LOW HIGH
While Intel and AWI’ ities rooted in schedule-
A BUSINESS STRATEGY: )

and cost-based proj Differentiation up (OAG) relieson a
best-cost provider g 5 PROJECT D medical doctors, the

. T EFFECTIVENESS
amisto havethe * FocUs: are comparably

it Schedule-Dri H
mstlongd [2]. Accor ouality-Driven st and qudlty goals.
Saysavice president Technology-Driven ) putting arelentless
pressureon dl carep BUSINESS STRATEGY:  BUSINESS STRATEGY: [IOject management
protocolsin order to Low Cost Best-cost itely mandatory that we
do soinour sarvice 2 | prosecT PROJECT erswill take their
— EFFECTIVENESS EEFECTIVENESS
EOCUS: EOCUS:
Cost-Driven Cost-Quality-Driven
2




business somewhere ese.” Uding its cost- qudity advantage OAG has been able to hold a commanding
share of its market. That a cost-quality combination as a source of capabilitiesis aviable choice was
confirmed by other researchers [8]. The bottom lineis that the companies focused on best-cost strategy
are adept at exploiting project effectiveness as their source of competitive advantage.

Inte, AWI, and OAG dl drategize the exploitation of their project effectiveness. Each
company’s perspective of how project effectiveness should be driven is different: schedule-driven
(Intel), cogt-driven (AWI), and cost-quaity-driven (OAG). While these drivers are primary targetsin
effective projects (Figure 1 shows these drivers), other drivers may exist too. Along with other
organizationa resources, project effectiveness contributes to the creation of capabilities. time-to-market
(Intel), low-cost (AWI), and best-cost (OAG). These capabiilities, then, aswell as others, may lead to
competitive advantage. Given this sequence of organizationd resources (project effectiveness included)
- capabilities (project management included) -
competitive advantages, the question is. “What PM strategies could be used to enhance project
effectiveness and eventudly contribute to competitive advantages of companies pursuing the
differentiation, low-cost, and best-cost generic strategies?’

Our quest to answer this question began with the literature search that identified a set of PM
drategies frequently deployed in the industry. They are the set addressng mgjor areas of acompany’s
project management systems, sometimes bundled and sometimes deployed independently. We termed
this set standardized project management (SPM). The expectation is that SPM should be able to
enhance that component of project effectiveness — schedule-, cost-, or quality-driven - that would help
create capabilities required by specific generic strategies. All prescriptive and descriptive literature that
we reviewed does not provide adequate evidence that SPM is an approach that may increase projects
effectiveness. Nor doesiit discuss much of the connection between SPM and generic competitive
drategies.

Hoping that we can contribute to the evidence, we embarked on an exploratory research study
to examine how SPM could be used to increase project effectiveness in companies that compete by
differentiation, low-cost, and best-cost generic Strategies. With such intent in mind, we proceed to
define SPM, describe the scope of the work, explain our methodology, and discuss results and
implications for project managers.

SPM DEFINED

The PM community is no stranger to SPM. For example, in arecent report the Fortune 500 Project
Management Benchmarking Forum asserts that 85% of their members use standardized approaches
and procedures [9]. According to another study, some companies tend to standardize their PM
practices[10]. In the software development arena, the Software Engineering Ingtitute' s Capability
Maturity Modd helped many organizations standardize PM practices [11]. Seeking to standardize their
PM processes, some organizations resort to SO 9000 certification. The Project Management

Ingtitute’ swork on an organizationa PM maturity model is about the same issue — standards for helping



organizations improve management of al their projects. Also, some vendors sdl models for
gandardization of PM practices[11]. In sum, thereisasgnificant interest in SPM.

SPM is aprocess of managing projects that is composed of standardized practices. The
gandardization is defined as the degree of absence of variation in implementing such practices.
Accordingly, the lower the variation, the higher sandardization, and vice versa: the more varied are the
practices, the less standardized they are. SPM’srationade isto create a predictable processin which
PM practices are stable and in control. The implementation of such a process, then, prevents PM
practices from differing from project to project, from project manager to project manager. Asaresult,
the process is repeatable despite the change in customer expectations and competitive landscape. Not
surprigngly, SPM initiatives are pursued with an amazing host of stickers, some of them being
"standardized project management approaches and procedures,” " project management system,”
"project management standards,” or "maturity models." Y et, whatever the sticker is, the desired bottom
linefor an SPM effort isto engender afoundation to sustain competitiveness through increased and
maintained project effectiveness. At the heart of SPM liesiits proactive gpproach conceived to enginesr,
monitor, and enhance PM processes and practices. Apparently, thisisin sharp contrast to al those
reactive PM approaches based on aresponse to the specifics of aproject situation.

The increased emphasis on SPM in the project world may be related to the qudity revolution that has
been in motion since the 80's. Gurus of the revolution, specificaly Deming and Juran, argue thet the
great mgority of qudity problems can be traced back to processes. The employees, their argument
goes, cause few of the problems. The bottom line, then, isthat it is management’s job to continuoudy
improve processes with which the employees work, certainly by getting the employeesinvolved. So, a
business philasophy like this has been accepted by many in the PM community, directing attention on
quadlity processes as an underlying thread of PM. According to some experts, the philosophy isto credit
for the formation of what is now referred to as modern PM [12]. It isdong this line of thought and
action that SPM surfaced as a core element of modern PM.

SPM’sraison d'étre isto integrate the PM process throughout the organization and the entire
vaue added chain [13]. Our literature scan helped us identify seven interrelated components of SPM:
process, organization, information technology, methods, metrics, culture, and leadership [9], [11], [13],
[14], [15]. To be on the practicd side, we emphasize that al these components are executed via
gpecific PM practices. In the case of the first component, the process, the PM practices include the
implementation of project life cycle stages, PM activities, product management activities, and milestones
[13]. The processitsalf can be defined as a sequence of activities that isintended to create added vaue
for project customers. For a process to unfold we need the project organization that provides integrated
planning and control for each project, connects projects, and manages them as a portfolio. Connecting
the process and project organization is information technology whaose role is to make the process easly
access ble throughout the project organization [15]. The mgor direction of action in these three
components - process, project organization, and information technology — is actudly process structure,
organization structure, and information technology structure, respectively. Because of their structura
focus we term their standardization structurd standardization.



On adaily bassthe processis reinforced by methods. Examples of the methods are tools (e.g.
Work Breskdown Structure), templates, compensation systems, and continuous improvement
mechanism [13], [16]. Tightly knit with the methods are metrics, which measure performance of the
process [17]. Since the metrics primary role isto help understand how well the corporate project
srategy works, they are based on a set of standard performance measurements, often caled the project
scorecard, that address such areas of project hedth as customer relations, financia performance,
process quality, and learning and growth. Specific examples are va ue measurement model and return on
investment. In corporate lingo, methods and metrics are often referred to as management systems. In
line with that language, we labd standardization of methods and metrics as systemic standardization.

PM organizations strive to design an effective organizationd culture, in which project personnd
know their role, and understand the behaviors attendant upon the role [13]. Theintention is that the
personnd have a sense of identity with the PM organization, and accept investing both materidly and
emotiondly inther culture [14]. A prevailing manner in managing the culture isto expressit as a set of
vaues and bdiefs. The vaues and beliefs manifest the company’ s persondity, direct personnd’s
behavior, and get incorporated in PM practices. To SPM, the values and beliefs are one more
organizationd domain to standardize. Intimatdly linked with the cultura tyle isthe leadership syle. In
today’ s organizations, there is a strong drive to define the leadership style in terms of specific leadership
competencies [18]. Naturdly, the competencies are congruent with and supportive of the other eements
of SPM. One example of the competency isthe ability to work in white waters type of change while
staying focused on project gods. For culture sreliance on the vaues, part of which are often leadership
vaues, we use term cultura standardization to describe standardization of culture and leadership
competencies.

Now that we have defined SPM, we can make our inquiry more specific: ask practicing project
people how they use structurd, systemic, and cultural standardization in increasing the schedule-driven,
cost-driven, and cost-qudity-driven project effectiveness. Then, identify from their responses across-
the-industry benchmarks that companies competing by differentiation, low-cost, and best-cost generic
drategies may consider in thelr never ending pursuit of higher project effectiveness. For this purpose, we
surveyed 239 project managers and team members from various industries and organizationsin the U.S.
and Canada (sample description is shown in Figures 2, 3, and 4). For details about the research design,
see the Appendix.

FEEDING THE CYCLE TIME FRENZY

In the following section we describe how practicing project managers boost schedule-driven, cost-
driven, and cost-quaity-driven project effectiveness by means of standardization of the structure,
systems, and culture. Our findings rdate to the overdl sample; at thistime no anadyds of the sample
subsets was performed. We begin with the schedule-driven effectiveness.

For those in the business of time-based competition, nothing matters as much as the capability
to ddliver in a gpeedy manner. Their congtant drive to shrink cycdle times and improve their vaue



proposition to their customers may see a benefit in the essence of what we have found about the impact
of standardization on the accomplishment of schedule gods. Venturing into the analysis of the impact,
our expectation was that higher standardization would lead to better accomplishment of the goas. How
our expectation was met can be seen in Figure 5.

In the figure, the y-axis shows schedule-driven effectiveness of projectsonthescde 1to 5 (1
being the lowest degree, 5 being the highest degree), while the x-axis indicates the degree of structurd,
systemic, and cultural standardization, again on the scale 110 5 (1 being the lowest degree, 5 being the
highest degree) (for scales of measurement, see the gppendix on the research methodology). Note that
we divided the standardization scores into quartiles labeled as lower,
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lower middle, upper middlie, and upper upper. Then, we caculated the mean vaue of the schedule-
driven project effectiveness for each quartile and connected them into aline. The result isthree lines,
each depicting how a different type of standardization — structurd, systemic, or culturd - impacts
project effectiveness.



A look at the figure shows that the higher the three types of standardization, the higher the
schedule-driven project effectiveness. And the lesson is clear. One way to boost the cycletimeisto
rasethe level of standardization of project structure, systems, and culture. For those who compete on
time the standardization is an avenue toward accelerated projects, fast product devel opment
capabilities, and pertaining competitive advantages.

A COST SURPRISE

A basic premise of sandardization isthat creating a repeatable, streamlined process could lead to lower
cogts. Armed with this premise, we assumed that the higher the stlandardization — whether the structura
or systemic or culturd - the higher the cost-driven project effectiveness would be. That is not exactly
what we found. To clarify this, let uslook at Figure 6. Except for y-axis that shows the cost-driven
project effectiveness, everything ese on thisfigureisasin Figure 5 - the scdes, the quartiles, and the
three lines. Overal, the linesindicate how a different type of sandardization — structurd, systemic, or
cultura - impacts the cost-driven project effectiveness.

Figure5— Theimpact of standardization on schedule-driven project effectiveness

What does Figure 6 show? Surprisingly, in the real world the growth of the structural and cultura
standardization does not improve the cogt-driven project effectiveness. In contragt, the systemic
standardization does. While discerning that in Figure 6 may be too much of a chalenge, it iswhat
datisticd andyssreveds. Apparently, without more information, we can’'t do much more than to
theorize abouit this issue. Consequently, one reason for the surprise may be the possibility that ructural
and culturd standardization may lead to higher administrative and bureaucratic expenses, which may
impact the overal cost. Also, in high-tech industries from which a substantid part of our sample comes,
schedule gods are much more important to meet than cost goa's because the brevity of the technological
life cycle makes a time-to-market race the priority. As aresult cost-driven project effectiveness may be
more likely to be sacrificed in order to ensure speedy completion of the project. On the other hand,
systemic standardization has a significant impact on the cost-driven project effectiveness. Perhaps as a
conseguence of the systemic standardization, the establishment of regular points of performance
evauation and predetermined method of managing the projects tend to increase the predictability of
cos, leading eventually to the increase of the cost-driven project effectiveness.



Figure 6 - Theimpact of standardization on cost-driven project effectiveness

A message from Figure 6 may be that when it comes to cost-driven project effectiveness, the practicing
managers concentrate on standardizing PM systems - methods and metrics. It may be their way to beef
up their low-cost capability through cost-driven project effectiveness.

THE OLD TRUTH ISTRUE

The very essence of qudity improvement liesin reducing variation. Although Deming taught us some
ggnificant lessons about this, we have generdly known for along time that by reducing variation,
projects can expect to save time and money, and increase quality and reliability [19]. And that isthe
issue we looked at here — will increasing sandardization, that is reducing variation, of the structure,
systems, and culture in projects improve the quality-driven effectiveness? The practicing project
managers we polled offered a poditive answer to this question. That the old truth that qudity thrives on
the lack of variation istrue can be seenin Figure 7.

Conceptudly, Figure 7 islike Figures 5 and 6 in that it illugtrates the influence of the Sructurd,
systemic, and cultura standardization on a component of the project effectiveness, except that in Figure
7 the effectivenessis expressed in quaity terms. Accordingly, the y-axis in Figure 7 represents the
quaity-driven project effectiveness. And the effectiveness grows higher as the three types of
standardization grow higher. In particular, in their quest for higher quality-driven project effectiveness
practicing project managers seek to minimize the variation in structurad, systemic, and culturd practices
intheir projects. And to those whose organization’s focus is one of competing on quality, thisfinding
may show them the way to enhance their vaue proposition by means of managing quality-driven project
effectiveness.

Figure7 - The Impact of standardization on quality-driven project effectiveness

MANAGERIAL IMPLICATIONS AND CONCLUSIONS

The central issue of this paper was hatched out in the course of observation of three companies. Intd,
AWI, and OAG. They have become successful competitive forces through capabilities such astime-to-
market (Intel), low-cost (AWI), and best-cost (OAG), which are supported by their distinct focus on



schedule-driven, cost-driven, and cost-quaity-driven project effectiveness, respectively. To further
enhance their project effectiveness and capabilities, what PM strategies could these and other
companies with the same choice of competitive strategy use? To find the answers, we first turned to the
literature search that lead us to one potentialy viable option — SPM. Then, we asked practicing project
people how they use SPM. From their practice we learned what isillustrated in Figure 8.

Inquiring about how standardization of structure, systems, and culture may change the schedule-
driven, cogt-driven, and quality-driven project effectiveness, wefirst learned that perhaps thereis an
SPM space populated by various strategies to compete by standardization. Those who live in the fast
lane, cherishing time-based competition, may consder reaching the next level of schedule-driven project
effectiveness via dructurd, systemic, and culturd sandardization (see 8.A in Figure 8). On that level, an
opportunity lies for faster cycle time capatiilities and ensuing competitive advantages.

To low-cost capability builders we recommend setting their sights on cost-driven project
effectiveness, seeking to compete by higher systemic standardization (see 8.B in Figure 8). Such aroad
may help them get to their desired strategic posture. In contrast, organizations with an eye on the best-
cost plan of atack may have to combine the strategy of systemic stlandardization for cost cagpability,
with the gpproach of standardizing structure, systems, and culture for the sake of higher quality-driven
effectiveness (see 8.C in Figure 8).

There is an interesting thing here. In Figure 8, both recommendations for those searching for
higher levels of schedule-driven effectiveness (see 8.A) and cost-driven effectiveness (see 8.B) include
systemic standardization. But note that the systemic standardization will vary with the type of project
effectiveness. If an organization isin pursuit of the low-cost cgpability, their syssems methods and
metrics will be sdlected and tailored to help manage cost. Quite to the contrary, those after schedule-
driven project effectiveness will ingdl their systems not around cost focus, but rather around schedule
management enhancement. Their systemic standardizations, then, may be ocean gpart, even though we
use the same term to describe them. The same holds true when other types of standardization —
structura or culturd — are recommended to help improve various types of project effectiveness. Each
one will be customized to fit its purpose.
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building and Strategic advantages. Other more important factors, market position for example, may have
their way and the project effectiveness sought may not change or even may go south for any number of
reasons. Definitely, more work is needed to learn what type of SPM efforts best fit particular types of
organizations, conditions, and Stuations.

A further look at the study’ s findings shows that they are in tune with previoudy published case
studies and conceptual papers[9], [10], 12], [13]. In particular, the drive toward standardization of
project structure, systems, and culture may enhance the project effectiveness and help build capabilities.
Look at these findings as possible benchmarks and “traffic” signs for people who are responsible for an
organization's capability building. Whether they are in the time-to-market business, low-cost leadership
contest, or in the best-cost warfare, an understanding of which eement of sandardization carries
potentia for increasing specific type of projects effectiveness may be asignificant help in taking aroad
toward better capability enhancement.

But, let’ sface redity. There are some limitations to how we arrived a these findings, and,
accordingly, to their value. The respondentsin our sudy were primarily atendees of PM workshops,
people who typicaly know more about PM than an average project participant. The outcome is that our
sample of respondents may not be entirely representative of the population of project participants. Also
limiting is the fact that we did not look beyond a narrow set of factors, including standardization of the
structure, systems, and culture. Other factors, not addressed in our study, aso have an impact on
project effectiveness.

While more research in the area of PM standardization is going to be necessary to corroborate
our findings, some emerging issues deserve aclose look as wdll. Firgt, the belief of some of our
respondents that PM standardization provides positive returns only to a certain point, after which its
further growth produces negative returns, needs to be researched. Second, the research light should
a0 be shed on how an organization’ s competitive strategy influences the architecture of its PM
standardization.

In summary, we can recommend that a business strategist ook at our findings as benchmarks, coming
from a cross-industry research. Pursuing the benchmarks will inevitably sow the seeds of risk, for they
are not adapted for the strategist’ sindustry and strategic thrust. Therefore, use them to design an SPM
effort by talloring it to your environment and the type of project effectiveness you are after.

Thereisvaduein PM standardization. After this study, we cannot clam that the Sandardization
ensures direct improvement in the project effectiveness, capability building, and competitive position.
The research we have described provided some evidence that organizations with higher levels of
standardization have higher project effectiveness. In aquest for getting more from PM, competing by
dructura, sysemic, and culturd standardization as well as aligning them with competitive strategies may
be what an organization redlly needs.
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APPENDIX: THE RESEARCH METHODOLOGY

This gppendix briefly lays down a research method that was used to assess the impact of
standardization on project effectiveness. Our approach concentrated on the sample, data collection
procedure, and statistical analyses. To gather data, we went to an initial sample of 295 project
participants (project directors, project managers and team members). With the purpose of making sure
that they had minimum PM qudlifications, we checked their background against one criterion: two years
of experience in project work. After this, afina qualifying sampleincluded 239 project participants.

The survey instrument contained seven questions about the extent of standardization for PM process,
organization, information technology, methods, metrics, culture, and leadership. According to the design,
the numerical responses for the first three were added up, averaged out, and labeled structural
gandardization. Using the same approach, we developed numerica responses for (a) systemic
standardization based on the numerical responses for methods and metrics; and (b) cultura
standardization based on the numerical responses for culture and leadership. Numerica responses about
the extent of standardization were captured on a5-point Likert scale (5 being the highest extent, 1 being
the lowest extent). Along the same line, the extent of the accomplishment of project goas expressed in
cog, time, quaity, and customer satisfaction was also assessed on a 5-point Likert scale. In a pretest of
the survey ingtrument with five experts regarding content vaidity and item wording, we received their
comments and used them to improve the indrument. Then, over severa months, by means of the
guestionnaire we collected data from the project participants who attended various PM workshops and
interviewed some of them.

As suggested by Kerlinger and gpplied by many researchers, dthough most Likert scales are basically
ordind, we can assume with consderable assurance equdity of intervas. Thus, dthough there are risks
in using parametric techniques to examine relationships between the variables measured with ordina
scaes, these risks are usually not great. MANOV A was used as the parametric technique for the
datidticd andyses. The normality of the data was confirmed by examining the norma probability plots
and the z-gatidtic.
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