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Strayer University
Managing the Business Project -- BUS 517

Midterm Exam
Quarter:  Summer 2005, Arlington Campus

Instructor: Prof. Mort Anvari (202) 294-4230 – morteza@anvari.net 

Class Web Sites: http://www.anvari.net 

1. Discuss the factors that have contributed to the growth of the Project Management Institute.

Ans: The complexity of problems faced by the project manager and the rapid growth in the number project-oriented organizations has contributed to the professionalization of project management.  The growth in membership reflects the growth in the use of projects as well as the importance of PMI in the development of project management as a profession.  The mission of PMI is to foster the growth of project management and to build professionalism in the field.  PMI is responsible for codifying the areas of learning required for competent project management.  In this capacity, PMI maintains the PMBOK Guidelines, which serve as the ANSI standard in North America for project management.  The PMI maintains certification standards such as the designation for PMP, which is the acronym for Project Management Professional.

Response: Refer to the section titled” The Project Manager.”

Level: easy

2. Name four benefits of project management.

Ans: The project form of organization allows the project manager to be responsive to (1) the client and the environment, (2) identify and correct problems at an early date (3) make timely decisions about trade-offs between conflicting project goals, and (4) ensure that managers of the separate tasks that comprise the project do not optimize the performance of their individual tasks at the expense of the total project.

Response: Refer to section 1.2.

Level: easy

3.  Project Boulder has a payback period of 2.4 years, NPV of $10,000, and a profitability index of 1.10.  Project Flintstone has a payback period of 3.0 years, NPV of $10,000 and a profitability index of 1.05.  If only one project can be executed, which project should be selected?  Explain your reasoning.

Ans: Based on the available data, project Boulder appears to be more favorable.  In addition to recovering the initial investment more quickly, the same net present value is generated using fewer resources.

Response: Refer to section 2.4, numeric models.

Level: advanced

4.  Identify the major reasons for the rapid growth of project-oriented organizations.

Ans: First, speed and market responsiveness have become requirements of successful competition.  Moreover, clients want increased customization of project outputs.  Second, the development of new products, processes, and services has become increasingly complex.  This requires interdisciplinary collaboration and coordination.  Third, rapid expansion of technological possibilities tends to destabilize organizational structures.  And finally, business managers are seeking to gain greater control over the operations of the business.

Response: Refer to chapter 4, introduction.

Level: easy

5.  Project Nebulous has an estimated average rate of return at 12 percent.  Nevertheless, the required hurdle rate for corporate projects is 15 percent.  What actions should the project manager consider the feasibility of in order to increase the profitability of this project?

Ans: Since the project is profitable in terms of accounting income, the project manager should look at the timing of net cash flows generated by the project.  It may be possible for the project manager to accelerate the revenue stream. Doing so would improve other profitability measures such as the payback period and the internal rate of return.  The project manager should also evaluate options for delaying cash outflows.  For example, a housing development might be completed in stages to reduce the upfront investment.

Response: Time is money. Accelerating cash inflows recovers the investment earlier and enables the money to be used productively in other projects.  That increases profitability.  Delaying cash outflows, if done intelligently, can help to maximize the productivity of limited capital if the capital can be productively utilized during the delay.

Level: advanced

6.  With respect to acquiring resources, there is a high potential for conflict between the functional manager and the project manager.  Describe a major source of that conflict and suggest how it can be properly managed.

Ans: The project manager often will seek individuals with scarce but necessary skills.  Moreover, the project manager will seek those individuals who are top producers.  However, these are the very people the functional manager would like to retain to perform the work of the function.  In order to manage this conflict, the use of an objective standard to set priorities is recommended.  Instead of seeking to optimize the project or the function, the project manager and the functional manager should collaborate to solve the problem in a manner that maximizes organizational success for the business as a whole.

Response: Refer to section 3.2, acquiring and motivating personnel

Level: advanced

7.  Briefly described the six processes for risk management identified in the PMBOK Guidelines.

Ans: Risk management planning is focused on how to approach and plan the risk management activities for a project.  In risk identification, the risks that can affect the project for better or for worse are identified.  In qualitative risk analysis, nonnumerical priorities are established for the risk events identified previously.  In quantitative risk analysis, probability and impact are converted into expected monetary value.  In risk response planning, contingency plans are established to capture opportunities and respond to threats.  In risk monitoring and control, warning signs and triggers are used to determine when corrective actions are required to bring the project back on track.

Response: Refer to section 4.6, organizing for risk management.

Level: easy

8.  Discuss the advantages of empowering the project team.

Ans: By empowering a project team, team members are enabled to manipulate tasks so that project objectives are met.  Team members are encouraged to find better ways to do things.  A participative style of management avoids micromanaging professionals and enables them to achieve goals using appropriate methods of their choosing.  Team members begin to understand that they are responsible and accountable for achieving the project’s deliverables. There is a good chance that synergistic solutions will result from team collaboration.  The project manager will serve as a tool for evaluating a team's performance and will be positioned to provide timely feedback to keep the team on track.

Response: Refer to section 4.8

Level: easy

9.  Described the general steps recommended by the authors for designing and using the WBS.

Ans: Step 1: Using information from the action plan, list the task breakdown in excessively finer levels of detail.  Continue until all meaningful tasks for work packages have been identified.  Each task should be at a level of detail such that it can be individually planned, budgeted, scheduled, monitored, and controlled.  Step 2: For each work package, identify the data relevant to the WBS.  It is helpful to construct a linear responsibility chart to show who is responsible for what.  The LRC will help the PM keep track of who must approve what and who must report to whom.  Step 3: All work package information should be reviewed with the individuals or organizations responsible for doing or supporting the work.  This review should verify the WBS’s accuracy.  Step 4: The project budget should consist of four elements.  They are: direct budgets from each task, an indirect costs budget for the project, a project contingency for unexpected emergencies, and any residual, which includes a profit derived from the project.  Step 5: Schedule information and milestones should be integrated into a project master schedule.  Step 6: During project execution, the project manager will compare actual resource usage by work element, work package, task and so on against the planned amounts for those items.  This will enable the project manager to refine estimates and initiate appropriate corrective actions as necessary.  Step 7: The schedule will be analyzed in the same manner as the budget.

Response: Refer to section 5.4.  

Level: easy

10.  Describe the multistep process for building partnered projects.

Ans: Initially, the parent firm must make a commitment to partnering, select subcontractors who will also make such a commitment, engage in joint team building exercises, and develop a charter for the project.  Next, both parties must implement the partnering process with a four-part agreement on a joint evaluation of the project’s progress; a method for resolving any problems or disagreements; acceptance of a goal for continuous improvement for the joint project; and continuous support for the process of partnering from the senior management of both parties.  Finally, the parties commit to a joint review of project execution once the project has been completed.

Response: Refer to section 6.2, partnering.

Level: advanced

11.  Identify three basic causes for change in projects.

Ans: Some changes result because planners erred in their initial assessment about how to achieve a given end or erred in the choice of the proper goal for the project.  Technological uncertainty is the fundamental causal factor for either error.  Other changes result because the client/user or project team learns more about the nature of the project deliverable or about the setting in which it is to be used.  In these circumstances, an increase in knowledge or sophistication is the primary factor leading to the change.  A third source of change is the mandate.  This is a change caused by a change in the environment in which the project is being conducted.

Response: Refer to section 6.2, scope change.

Level: intermediate

12.  Identify the three fundamental categories of conflict that occur during a project’s lifecycle.

Ans: Groups working on the project may have different goals and expectations.  There is considerable uncertainty about who has the authority to make decisions.  There are interpersonal conflicts between people who are parties-at-interest in the project.

Response: Refer to section 6.3, categories of conflict

Level: easy

13.  Describe the four points of principled negotiation described by Fisher and Ury.

Ans: Separate the people from the problem.  Focus on interests, not positions.  Before trying to reach agreement, invent options for mutual gain.  Insist on using objective criteria.

Response: Refer to section 6.4.

14.  Briefly explain the objectives of the following 4 tools/models used in project management: 1-MS Project, 2- Crystal Ball, 3-TURBO BPR, and 4- Expert choice, 5-SAP
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