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WHY GROWTH HAS OCCURRED 

Å We are now focusing on: 

Å Valuation decision-making 

Å Determining what to measure 

Å Determining how to measure it  

Å The growth of value-based management 

Å Focusing on value measurement rather than merely value 
creation 

Å Learning how to measure cost and schedule, which are really 
intangibles 

Å Learning from history such as valuation of trademarks and 
copyrights 
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15 YEARS OF VALUE-BASED 
RESEARCH  
Å Value Dynamics 

Å Value Gap Analysis 

Å Intellectual Capital Valuation 

Å Human Capital Valuation 

Å Economic Value-Based Analysis 

Å Intangible Value Streams 

Å Customer Value Management/Mapping  

Å Competitive Value Matrix 

Å Value Chain Analysis 

Å Valuation of IT Projects 

Å Balanced Scorecard 
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EVOLUTION OF VALUE-BASED  
KNOWLEDGE 

Note: VMM is a Value Measurement Methodology  
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MODELS FOR VALUE ANALYSES 

Å Intellectual Capital Valuation 

Å Intellectual Property Scoring 

Å Balanced Scorecard 

Å Future Value ManagementË 

Å Intellectual Capital RatingË 

Å Intangible Value Stream Modeling 

Å Inclusive Value MeasurementË 

Å Value Measurement Methodology (VMM)  
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Å Product features (from the companyõs Web site): 

Å Optimize Value for Money for businesses, services and projects 

Å Manage Cost-Benefit Analysis and Life-cycle Cost-Effectiveness design 
projects 

Å Account properly for Intangible Value, such as: Intellectual Capital, 
Reputation and Information  

Å Establish the monetary equivalent of value contributions accruing 
from Intangible Assets 

Å Provide a modeling environment for Strategic Decision-making and 
Complexity Management 

Å Conduct and visualize complex tradeoffs between costs and benefits 

Å Act as a valid measuring instrument for Business Value 
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INCLUSIVE VALUE MEASUREMENTË 
(IVM) 
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TODAY'S VIEW OF PROJECT 
MANAGEMENT 

Å Today we are managing our business by projects. 
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Å Each project is seen as a collection of value scheduled for realization. 
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TODAY'S VIEW OF PROJECT 
MANAGEMENT 
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Å Project management has evolved into a business process rather than a 
project management process. 
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TODAY'S VIEW OF PROJECT 
MANAGEMENT 
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SUCCESS 
Å Success is not necessarily achieved by completing the project 

within the triple constraint. Success is when the planned business 
value is achieved within the imposed constraints and assumptions. 

Value  

Triple Constraint  
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DEFINITIONS 

Å Benefits: An advantage 

Å Value: What the benefit is worth 

Å KPI: Value metrics that can be assessed either quantitatively or 
qualitatively 
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Values 

Aesthetic 
Values 

Economic 
Values 

Theoretical 
Values 

Social 
Values 

Political 
Values 

Religious 
Values 
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TYPES OF VALUES 
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RETURN ON INVESTMENT (ROI) 

Å ROI is not the only measurement of business-related value.  
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CATEGORIES OF VALUES  
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TYPES OF BUSINESS VALUES 

Å Foundation values are those values that must be achieved in the 
short term for the continuous operation of the firm on a day -to-
day basis.  

Å Strategic or innovation values are those values that must be 
achieved for the  long term survivability of the firm.  
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STAKEHOLDER PERCEPTION 

Å Each stakeholder can have a different perception of value, and the 
perception is not necessarily a business-based perception of value. 
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STAKEHOLDERS 
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THE SYDNEY, AUSTRALIA OPERA 
HOUSE 

Å Original cost: $7 million (Australian $) 

Å Final cost: $100 million (Australian $) 

Å The project manager was fired 
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Å Failure 
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APPLEõS LISA COMPUTER  

Å 1984 original reaction by public: poorly accepted 

Å Lessons were learned for the Macintosh computer 
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APPLEõS LISA COMPUTER  
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DENVER INTERNATIONAL AIRPORT 

Å Original planned cost: $1 billion 

Å  Final cost: Over $5 billion 

Å The project manager was not fired 
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ÅSuccess  
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BALANCING STAKEHOLDERSõ 
NEEDS 

Å How does a project manager balance the different perceptions of 
value while managing a project? 
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TRADITIONAL CONFLICTS OVER 
VALUES  

Individual  
Values  

Organizational  
Values  

Conflicts 
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PROJECT MANAGEMENT VALUE 
CONFLICTS 

Individual  
Values  

Organizational  
Values  

Conflicts 

Team  
Values  

Stakeholder  
Values  
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Project 

Manager  

Team  Organization  Stakeholders  

Å Accomplishment                                                                
  of Objectives  

Å Creativity  

Å Innovation  

Å Achievement  

Å Advancement  

Å Ambition  

Å Credentials  

Å Recognition  

Å Continuous  
  Improvements  

Å Learning  

Å Quality  

Å Strategic Focus  

Å Morality & Ethics  

Å Profitability  

Å Recognition &                         
  Image  

Å Organizational:                
  Job Security  

Å  Product/Market:    
   Quality and   
   Performance  

Å Financial:           
  Financial Growth  

Å Product   
  Usefulness  
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VALUE PERCEPTIONS WITHIN A 
PROJECT 
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DEFINING VALUE AT INITIATION 

Å How do we define value in the early life cycle phases of a project 
when value may be just a perception? 
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SELECTING THE RIGHT KPI  

Å Not everything that counts can be counted.  

Å Not everything that can be counted counts.  
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Expected Benefits  Value Conversion  

Profitability  Easy 

Customer Satisfaction  Hard  

Goodwill  Hard  

Penetrate New Markets  Easy 

Develop New Technology  Medium  

Technology Transfer  Medium  

Reputation  Hard  

Stabilize Work Force  Easy 

Utilize Unused Capacity  Easy 
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MEASURING VALUE FROM BENEFITS 
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VALUE MEASUREMENT TECHNIQUES 

Å Observations 

Å Ordinal and nominal data tables 

Å Ranges/sets of value 

Å Simulation 

Å Statistics 

Å Calibration estimates and confidence limits 

Å Decision models (EV, EVPI, etcê) 

Å Sampling techniques 

Å Decomposition techniques 

Å Human judgment  
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MEASURING VALUES 
Easy (soft/tangible) values  Hard (intangible) values  

Å ROI calculators 

Å NPV 

Å IRR 

Å Cash flow 

Å Payback period 

Å Profitability  

Å Market share 

Å Stockholder satisfaction 

Å Stakeholder satisfaction 

Å Customer satisfaction 

Å Employee retention 

Å Brand loyalty 

Å Time-to-market 

Å Business relationships 

Å Safety 

Å Reliability 

Å Reputation 

Å Goodwill 

Å Image 
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PROBLEMS WITH MEASURING 
VALUES 
Easy (soft/tangible) values  Hard (intangible) values  

Å Assumptions are often not 

 disclosed and can affect 

 decision-making 

Å Measurement is very generic 

Å Measurement never 

 meaningfully captures the 

  correct  data 

Å Value is almost always based 

   up subjective-type attributes of  

   the person doing the  

   measurement 

Å It is more of an art than a 

  science 

Å Limited models are available to 

  perform the measurement 
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A CRITICAL ISSUE: THE INTANGIBLES 

Å The intangibles are now becoming more important  

Å The critical issue is not in the end result, but in the way the 
intangibles were calculated 
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THREE SCHOOLS OF THOUGHT 
FOR VALUE 

Å School #1:  The only thing that is important is ROI 

Å School #2:  ROI can never be calculated effectively; only the 
intangibles are what is important  

Å School #3:  If you cannot measure it, then it does not matter  
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WHEN TO ASSESS VALUE  

Å We must establish a time frame for how long we are willing to 
wait to measure the value or benefits from a project. This is 
particularly important if the actual value cannot be identified until 
some time after the project has been completed. 
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Shortcomings 
Measurement At 

Too High  

A Level 

Failure To 

Measure 

Changes 

No Legitimate 

Methods Available 

Too Many 

Assumptions Must Be 

Made 

Validity of The 

Assumptions  

Questionable 

Wrong People Doing 

The Measurement 

CONVERTING BENEFITS TO VALUE: SHORTCOMINGS 
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Variable  EVMS EPM VMM  

Time  

Cost  

Quality  

Scope  

Risks  

Tangibles  

Intangibles  

Benefits  

Value  

Tradeoffs  
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A COMPARISON: EVMS VERSUS 
VMM 
Å EVMS: Focus on the triple constraint 

Å Time at completion 

Å Cost at completion 

Å EPM: Focus on the triple constraint 

Å Time at completion 

Å Cost at completion 

Å VMM: Focus on value 

Å Benefits at completion 

Å Value at completion 
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 IDEAS  

PROJECT PIPELINE  

PROJECT  
FAILURES  

COMPLETED 
PROJECTS 

THE PROJECT PIPELINE (WITHOUT A PMO) 
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 IDEAS  

PROJECT PIPELINE  

PROJECT  
FAILURES  

COMPLETED 
PROJECTS 

PMO 

BUSINESS CASE FILTER  
BENEFITS FILTER  
VALUE FILTER  

THE PROJEC T PIPELINE (WITH A PMO) 
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