Notes Answers

Chapter 14 Project Management
Answer 1
(a)
ALG might consider a matrix form of organization structure. This provides control of activities that overlap functional boundaries, while at the same time maintaining functional departmentation. Senior managers are appointed to oversee activities that span functional boundaries. Lateral lines of communication and authority are thus superimposed on the functional departmental structure. A common example is the appointment of marketing managers with responsibility for all aspects of the marketing of a particular product group. In ALG, for instance, a manger might be appointed to draw together all the design, manufacturing, financial and promotion efforts relating to the fighter avionics business.
A related approach is project team organization. This is very similar to matrix management, but is based on ad hoc cross-functional teams with responsibility for a defined project. This  might be more appropriate for ALG, since the company is effectively working on specific projects with a defined life cycle rather than steady-state production. Project team organization allows for the coordination of interdisciplinary effort, with experts in different functions appointed to the team while retaining membership and status within their own functional department.
Advantages of a matrix structure

(a)
It offers greater flexibility. This applies both to people, as employees adapt more quickly to a new challenge or new task, and develop an attitude which is geared to accepting change; and to task and structure. Flexibility should facilitate efficient operations in the face of change.

(b)
It should improve communication within the organization.

(c)
Dual authority gives the organization multiple orientation so that functional specialists do not get wrapped up in their own concerns.

(d)
It provides a structure for allocating responsibility to managers for end-results. A product manager is responsible for product profitability, and a project leader is responsible for ensuring that the task is completed.

(e)
It provides for inter-disciplinary cooperation and a mixing of skills and expertise.

Disadvantages of matrix organization

(a)
Dual authority threatens a conflict between managers. Where matrix structure exists, it is important that the authority of superiors should not overlap and areas of authority must be clearly defined. Subordinates must know to which superior they are responsible for each aspect of their duties.

(b)
One individual with two or more bosses is more likely to suffer role stress at work.

(c)
It is sometimes more costly – e.g. product managers are additional jobs which would not be required in a simple structure of functional departmentation.

(d)
It may be difficult for the management to accept a matrix structure. It is possible that a manager may feel threatened that another manager will usurp (奪取,侵佔) his or her authority.

(e)
It requires consensus and agreement which may slow down decision-making.
(b)
When a project has slipped behind schedule there are a range of options open to the project manager.

(a)
Do nothing – after considering all options it may be decided that things should be allowed to continue as they are.

(b)
Add resources – if capable staff are available and it is practicable to add more people to certain tasks it may be possible to recover some lost ground. Could some work be subcontracted?

(c)
Work smarter – consider whether the methods currently being used are the most suitable – for example, could prototyping be used.

(d)
Replan – if the assumptions the original plan was based on have been proved invalid a more realistic plan should be devised.

(e)
Reschedule – a complete replan may not be necessary – it may be possible to recover some time by changing the phasing of certain deliverables.

(f)
Introduce incentives – if the main problem is team performance, incentives such as bonus payments could be linked to work deadlines and quality.

(g)
Change the specification – if the original objectives of the project are unrealistic given the time and money available it may be necessary to negotiate a change in the specficiation.

Risk management

Projects and other under undertakings carry an element of risk. The identification of risks involves an overview of the project to establish what could go wrong, and the consequences. Risk management may be viewed as a six-stage process:

	Stage
	Explanation

	1.
Plan the risk management approach
	· It is appropriate to determine the degree of risk aversion that will apply. The general rule is that as risk increases so do potential returns.

· Minimising risk is expensive, so the degree of risk acceptable to the project sponsor board should be considered at an early stage.

	2.
Identify and record risks
	· Existing plans for time, costs and quality should be examined for risk potential. The critical path, cost estimates and quality assumptions should be examined with particular care.

· It will be useful for project staff to brainstorm and external advice may be sought: this could come from non-project staff within the organization or from external sources.

· Identified risks are recorded in a risk register. A risk register should contain the following information:

· Category of risk

· Individual who identified the risk

· Date the risk was identified

· Date the register was most recently updated for this risk

· Description of the risk

· Probability that an adverse event will occur

· Expected impact if an adverse event does occur

· Measures taken to deal with the risk

· Current status of the risk/ control measures.

	3.
Assess the risks
	· There are two aspects to the assessment of risk

· The probability that the risk event will actually take place

· The consequences of the risk event if it does occur

· Several quantitative techniques may be useful in assessing risk, including expected values, sensitivity analysis, Monte Carlo simulation and program evaluation and review technique (PERT). PERT requires the application of probabilities to the time planned for the activities identified in the critical path analysis.

	4.
Plan and record risk responses
	· Developing a risk contingency plan for managing risk events with the highest probability and potential impact should have priority.

· Following the principle of management by exception, the most efficient way of dealing with low probability, low impact risks may be to do nothing unless the risk presents itself.

· Extra time and finance should be held in reserve for dealing with intermediate contingencies.

· Dealing with risk involves four strategies:

· Avoidance – the factors that give risk to the risk are removed.

· Reduction or mitigation – the potential for the risk cannot be removed but analysis has enabled the identification of ways to reduce the incidence and/or the consequences.

· Transference – the risk is passed on to someone else, perhaps by means of insurance, or possibly by building it into a supplier contract.

· Absorption – the potential risk is accepted in the hope or expectation that the incidence and consequences can be coped with if necessary.

	5.
Implementation
	· Implement risk management strategies.

	6.
Review the risk management
	· Review the risk management approach and actions for adequacy.


Risk management is a continuous process. Procedures are necessary to regularly review and reassess the risks documented in the risk register.
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