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Effective delivery of projects is critical
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Cost & schedule overruns too common
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November 21, 2014 San Francisco Times
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Of 365 mega projects with capital investment 
over US$1B, 64% are facing cost overruns and 
73% are reporting schedule delays. - EY (2014) 

IPA (2012) 

Successes: 22% 
Failures: 78% 
Sample: 318 
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“Normalized Pain”
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Who should we be benchmarking ourselves with?





What capability maturity curve should we be 
following? (What does good look like?)
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Today’s major capital projects are too 
complex and dynamic for the current 
approach to managing them
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Over reliance on functional 
project management

Lack of investment in 
management of production 
(execution of work)
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Conventional View

Engineering 

Fabrication

Delivery

Installation
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Project as Production System

E F D I

Per each system/subsystem
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Project as Production System

E F D I

Per each system/subsystem
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Schmenner did this in 1993!
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Production/Operations Management Fifth Edition – Roger W. Schmenner 1993 
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4.0 LPD CONCEPTUAL FRAMEWORK 

4.0 LPD CONCEPTUAL FRAMEWORK 

Engineering! Fabrication! Delivery! Installation!

Engineering! Fabrication! Delivery! Installation!

Engineering! Fabrication! Delivery! Installation!

Engineering! Fabrication! Delivery! Installation!

Engineering! Fabrication! Delivery! Installation!

Piles!

Concrete!

Structural Steel!

Piping!

HPS Reactors!

SUPPLY FLOW PROCESS!

Process! Flow! Inventory!
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How should it behave?
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Confidential and Copyright © 2012 Strategic Project Solutions, Inc. All Rights Reserved."

Fabricate" Deliver" Install"

Inventory to optimize 
use of capacity onsite"

Fabricate" Deliver" Install"

Inventory and or time 
buffer to decouple 

operations between 
trades or crews 

enabling optimization 
of capacity onsite"

Inventory (finished 
goods) to decouple 

fabrication from site 
installation enabling 
optimization of raw 

materials and capacity 
use including 
transportation"

Engineer"

Engineer"

Inventory (finished 
drawings / specs) to 

decouple engineering 
from fabrication 

enabling optimization 
of technical resources – 

may also be required 
by outside stakeholders"
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Looking at it 

vs.


Looking for it
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NOT PROJECT 
CONTROLS
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Operations Management provides 
the basis for designing and 
controlling production systems
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Technology Selection

Modularization

PRODUCT DESIGN PROCESS DESIGN

RESOURCE SELECTIONCONTROL SYSTEM

Integration

Standardization

Business Processes

Rules

Performance Indicators

Process Flow / Sequence / Layout

Operations Design

Policies

Control Protocols

Control Mechanisms

Capacity

Inventory

Time

PURPOSE 
OBJECTIVES 
STRATEGIES

PRODUCTION SYSTEM DESIGN PARAMETERS

Production System Design Parameters
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How do we ensure production 
systems behave per the designs?
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Time

Capacity

Inventory

Time

Capacity

Inventory

Time

WHAT YOU WANT WHAT YOU NEED WHAT YOU GET

T
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TIME

Inventory

Capacity
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Business / Project 
Objectives

Production System 
Design

Production System
Control

Performance 
Improvement
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Production System Control

Business Processes

Rules/Policies

Measurements
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Milestone Schedule 

Production Scheduling

Commitment Planning

Production System Status

Continuous Improvement

Business Objectives & 
Targets

Execute Work
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Project Management

+ 

Production Management
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Research
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Not collecting best practices



But developing next practices
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