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Sharing Lessons between Project Management and Operational Management – July, 2009
Summarized by Pamela Hollington & Andrew McClure
Introduction
Hugh Alley works with Alco, a small, international manufacturing firm.  He heads operations and his mandate is to improve overall performance (on-time, safety, quality and profitability) and to establish a lean manufacturing culture. He is one of four co-owners of the business.  Prior to joining Alco, Hugh worked for Grant Thornton LLP, an accounting and consulting firm with a focus on productivity improvement and process improvement in the manufacturing and public sectors. 

At our July meeting, Hugh shared his experiences with us, and highlighted what project management skills translate/apply to operations management, and what lessons from operations management can be applied to projects
He presented his observations using the PMBOK® Guide Knowledge Areas as the structure for his discussion.
Human Resource Management
Hugh explained that from his experience, people skills are more important than technical skills in operational management.  Here are some additional points he raised:

· PM is time boxed – can deal with personality issues as resources are disposable, kind of like “hired guns”
· With operations, however, you can’t just get rid of people – there is process required to manage and retain people and to remove people and that process can be time-consuming
· In an operational setting there is more of a need to develop staff (longer time-frame than projects – you’re not just dealing with “this project” but with “this person’s career”)
· In operations , you have to deal with personal problems – you can’t just ignore them and hope they will go away because the project is almost over; in operations, one “bad apple” can really have long-term negative impacts on the organization
· Similarly, you also have to deal with conflicts

· Relationships are very important (between co-workers and between worker and supervisor/manager)

· As Hugh says, “If you work on the people, the productivity comes in spades.”  They saw a 10% labor cost reduction due to differences in style (improving the leadership style, improved productivity)
· (See baseline.com for cost of rudeness)

Scope Management

Hugh emphasized that in operational management, as in projects, the definition of “success” needs to be very clear. He described how they were able to take 20 minutes out of a three-hour process, by more clearly defining what the end result needed to be.

In his example, the organization had a need to install wiring for an agricultural trailer.  There was a mandate that they had to “keep it neat.”  However, staff understood that each wire had to be lined up individually and were spending excessive time making sure each of the wires were neatly installed individually. By changing to combining the wires in the string, and installing them as a single unit (once combined), resulted in the 20 minute reduction in the process.
In another example, he described the scope of a quality process for fencing.  The real goal, from the organization, was that “from three feet away, if it looks good, it is OK.”  However, some staff were inspecting the fencing from one inch away, and fixing and modifying every flaw found.  

Hugh explained that defining what is acceptable and then communicating what success looks like and how you will know when you’re done, is critical to managing scope.

Quality Management
Quality Management is also important in operations management, but visibility is of what is going on may be less than in a project world. In projects, you’re constantly looking at the  “end result” and inspecting it, because that is what you’re aiming to produce out of the project.  In an operations world, product is produced “all the time” and there may not be the same milestone-management to prompt you to inspect.

Hugh described a situation where they were using one type of screw and changed to another, softer screw.  There were benefits to the softer screw, but there was more risk of over-torquing the softer screw. One in five screws were breaking and it was taking time for the production team to remove the broken screws and replace them.  Fixing and workarounds just became a way of life for the team (they just dealt with the broken screws, instead of coming up with a solution – it just became “part of how you do it”).  Hugh said that sometimes “self-solving” goes on “out of scope” and you may not be aware of it.  Once a process “is working” (we make it, people buy it), management and workers may assume it is “all the way it is supposed to be” (i.e., “someone else must have designed the process to work this way, and I’m just the worker, so I do what I’m told”) and we either don’t ask questions, or just keep doing it, even if we see issues.

When workarounds become a “way of life” then you need intervention, but it may not be easy to see these situations.  In the case of the softer screws, once the problem was noticed, they simply changed the process to pre-drill the holes and de-torque the drill and the breakage rate went down considerably, allowing the production time to improve.

Hugh emphasized the need to develop a culture to identify the problem, and then a process to come up with viable solutions.

Cost Management
Hugh explained that in a project environment, you have a budget, and you aren’t selling one single product over and over.  He said that it is easier to see relative to the budget, how you are doing.

In an operations world, the “costs” are mixed with overhead and direct costs sometimes being difficult to separate and attribute to specific products or processes.  Even though there are cost-accounting principles available, in practice, these are sometimes more are than science.  

In projects, you usually track all of the project costs and can see what the project is and, in the end, did, cost.  However, it isn’t always as easy in operations.

Hugh provided an example of one company he worked with where only 39% of the costs were direct – that’s 61% of the costs that are indirect, and those indirect costs can be extremely difficult to attribute to individual products or business processes to find your true profit margin.

He explained that the concept of “lean accounting” is useful in operations.  Under this concept, rather than looking at the cost of each step or operation, you look at, say, labour costs, for the entire cycle and work to manage those (this helps to manage the indirect costs as well as direct costs).

Time/Schedule Management
In operations, Hugh explained, the “interval” to complete a product is so much shorter than in a project (in a project, the entire purpose of the project may be to produce “one result” whereas in operations, you are likely trying to produce many results each day or even each hour or minute, such as in processing “60 orders today”).
“Getting stuff out” he added is a daily challenge and it is the small events that matter.  If one key person is absent for the day, or a machine breaks down and needs a $20 part, or if there is a collapse or interruption in your supply-chain, production (and productivity) can be heavily impacted and your schedule can be delayed.

And, for a company like Alco, there is ripple effect for each customer order that is delayed.  Because Alco primarily delivers to “customers” who then provide the product to others, or into an environment where the next step in a process (a construction project or home build) can’t be done until their product is delivered and installed, the impact of “being late” is even more significant and can create customer-service issues.

Procurement Management

Hugh explained that when it comes to procurement management, projects are as vulnerable to “single-sourcing” because they are often doing one-time purchases, and working in shorter timeframes (you know what you need when).
In an operations world, however, vendor relationships are longer term and may be more important to manage, though he admits it may also depend on the type of project and vendors you’re dealing with.

In operations, you need to manage long-term stability and vendor relationships are very important.

Integration Management

In a project environment, the project you are working on will likely have been evaluated and prioritized to be managed and implemented to provide specific value/improvement to the organization.
In an operational environment, however, the question arises as to how do you make improvements to business processes and which do you do and which do you do first?

You need to consider whether the organization, people, and process, for example, can manage three changes at once?  

And, he said, when you’re living in an operational environment, the scope of opportunities is HUGE – there is always something that can be improved.
However, he recommends focusing on “dealing with rework first.”  He says that all other improvements should only come after you’ve dealt with improvements to reduce or eliminate rework.  Otherwise, he adds, there is a risk of improving a process, and with it, simply increasing the speed of error, and therefore, the need for rework.

Hugh also said that how you measure and report performance across-the-board can be a challenge in operations.  He added that it is a challenge to answer even basic questions like, How are we doing, and How are they (our staff) doing in their roles.

There are so many parameters to measure on, such as timeliness, productivity, quality, safety and so on, and determining not only what to measure, but how to measure can be a challenge.

Risk Management

Finally, Hugh discussed the area of Risk Management.
He said that “culture” is a very important aspect of being able to identify and manage risk.
He identified three key risk areas in operations:

1. Supply chain

2. Maintenance/Equipment reliability

3. Safety

And, he said, safety becomes a part of your “standard operating procedures” not part of a project.  And, safety requires specific focus in operations because of the ongoing and long-term impact it can have on productivity and performance.

Summary
Hugh’s presentation helped to highlight not only differences, but also similarities between operations and project management.  It also helped to remind us about the considerations we all need to constantly be making within our project environments, around the nine knowledge areas.

Thanks and Sponsorship Recognition

Thanks to Andrew for assisting in creating this summary by providing his notes from the session.

Thanks also to our sponsors of the local ISSIG meetings:  Teksystems and Software Productivity Centre, our founding sponsors; as well as Eagle Professional Resources,  BC Hydro, PCGI Consulting, and Rebound Consulting.  The generous support of our sponsors allows us to pay for the meeting room, and to provide the coffee, juice and donuts for our meetings.  

Upcoming Meetings
We meet on the second Tuesday of each month at the VCC (Vancouver Community College) downtown campus.

You can also find information about our upcoming meetings from the PMI West Coast Chapter website (under Community, ISSIG link).

Contact Info:  For more info on the ISSIG or any of the topics in this summary, please contact Pamela Hollington, at (604) 988-4102 or by email at pamela@reboundltd.com.

