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AN IT PROJECT METHODOLOGY
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IT Project Management Foundation

PM processes:
PM objectives:
Tools:
Infrastructure:
PMBOK areas:

Initiating, planning, executing, controlling, closing
Scope, schedule, budget, quality

Project management, information systems development
Organizational, project, technical

Integration mgmit, scope mgmt, time mgmt, cost mgmt, quality mgmt, H.R. mgmt, communications

mgmt, risk mgmt, procurement mgmt
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MOV: The B2C project will provide a 20% return on
investment and 500 new customers within the
first year of its operation




Year \Y (0)Y4

1 20% return on investment
500 new customers

2 25% return on investment
1,000 new customers

3 30% return on investment
1,500 new customers

Example MOV Using Table Format

il M6 (o w‘s'* D [ - e CHED

PROJECT GOAL ?

Install new hardware and software to improve
our customer service to world class levels.

VErsus

Respond to 95% of our customers’ inquiries
within 90 seconds with less than 5% callbacks
about the same problem.
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Our goal 1s to land a man on the

moon and return him safely by the
end of the decade.
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Payback

Payback Period = Initial Investment
Net Cash Flow

= $100,000
$20,000
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= 5 years




Break Even

«ee BUSINESS CASE (§ 4

Materials (putter head, shaft, grip, etc.) $12.00

Labor (0.5 hours at $9.00/hr) $ 4.50

Overhead (rent, insurance, utilities, taxes, $ 850
etc.)

Total $25.00

a profit margin of $5.00:

= $100,000 / $5.00
= 20,000 units

If you sell a golf putter for $30.00 and it costs $25.00 to make, you have

Breakeven Point = Initial Investment / Net Profit Margin
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Return on Investment

Project ROI =(total expected benefits - total expected cos

)

total expected

costs

= ($115,000 - $100,000)

$100,000
15%
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DEVELOPING THE BUSINESS CASE

Net Present Value

Year 0 Year 1 Year 2 Year 3 Yeard |
Total Cash Inflows $0 $150,000 | $200,000 | $250,000 | $300,000 Eg
Total Cash Outflows | $200,000 | $85,000 | $125,000 | $150,000 | $200,000 ;
Net Cash Flow ($200,000) | $65,000 | $75,000 | $100,000 | $100,000 %i
NPV = -I, + = (Net Cash Flow / (1 + r)t) ig

Where: i

I = Total Cost or Investment of the Project
r = discount rate
t = time period
«ee BUSINESS CASE (§ 4
Net Present Value

Time Period Calculation Discounted Cash @
Flow &

Year 0 ($200,000) ($200,000) %

Year 1 $65,000/(1 + .08)’ $60,185 c@

Year 2 $75,000/(1 +.08)? $64,300 \é:

Year 3 $100,000/(1 + .08)3 $79,383 ;%

Year 4 $100,000/(1 + .08)* $73,503 i

Net Present Value (NPV) $77,371




Criterion Weight Alternative | Alternative B | Alternative C
A
ROI 15% 2 10
Financial Payback 10% 3 5 10
NPV 15% 2 10
Alignment with o
strategic objectives 10% 3 5 8
Organizational | i\ qjinood of ©
achieving project’s 10% 2 6 9 EF
MOV %
Availability of skilled . §
team members 5% 5 S 4 (‘
4
Project Maintainability 5% 4 6 7o
Time to develop 5% 5 7 6:?
Risk 5% 3 5 5g
Customer o S
satisfaction 10% 2 4 9%
External I r ot
ncreased marke o
share 10% 2 5 8
Total Score 100% 2.65 4.85 8.50

Notes: Risk scores have a reverse scale - i.e., higher scores for risk imply lower levels of risk
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BUSINESS CASE TEMPLATE

The following provides a suggested outline for

developing and writing a business case:

Cover Page

= Title and subtitle

® Author and address

= Date

Executive Summary

= Brief description of the problem or opportunity

= Brief description of organization’s goal and strategy

= Brief description of project’s MOV and how it ties to
the organizational goal and strategy

= Brief description of each option or alternative
analyzed

®  Brief explanation of which alternative is being
recommended and why

Introduction

= Background

= Current situation

®  Description of the problem or opportunity

® Project’s measurable organizational value

® How achieving the project’s MOV will support the
organization's goal and strategy

®  Objectives of writing this business case

Alternatives

= Description of alternative 1 (Base Case)

& Description of alternative 2 ...

= Description of alternative N

Analysis of Alternatives

8 Methodology of how alternatives will be analyzed
* Data collection methods

Metrics used and explanation why they are relevant

= Presentation of results that compares each alternative
* Metrics
Sensitivity analysis
Risks
Assumptions
® Proposed recommendation
® Required funding and support
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BALANCED SCORECARD APPROACH

Financial Perspective
How do we look 1o our
shareholders or 1o
those who provide
funding to us?

Innovation & Learning Customer Perspective
Perspective How do we look to our
How do we keep customers and other
getting better? stakeholders?
Internal Processes
Perspective

What internal processes
must we excel at in order
to attract and retain our
customers and other key
stakeholders?
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MOV AND THE ORGANIZATION’S
SCORECARD

Organization’s Scorecard
Financial
Customer

Internal process
Innovation and learning
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