Direccién y Organizacion 60 (2016) 40-46 40

www.revistadyo.com

Improving the Management of Projects through Hoshin Kanri

Mejora de la gestion de proyectos a través de Hoshin Kanri

Villalba Diez J', Ordieres Meré J?

"Javier Villalba Diez (h4lean@gmail.com). CEO of Center for Leadership Mannheim UG, Waldseerstrasse 102, 88400 Biberach, Germany. PMQ
research group.

2Joaquin Ordieres Meré (j.ordieres@upm.es) PMQ research group. Depto IOAEyYE, ETSII. Universidad Politécnica de Madrid. ¢/ José Gutiérrez
Abascal 2, Madrid, Spain.

Fecha de recepcion: Febrero 2016
Fecha de aceptacion: Noviembre 2016

Abstract Project management has become more than just a supporting role for businesses. For many organizations, it is a
relevant part of getting things done, and the many tasks as-sociated with managing projects require more attention than just the
scope of work of indi-vidual project management professionals (PMPs). This paper will contribute by showing how through tak-
ing standardization as the goal as well as using it internally, the Project management Offices (PMO) will contribute to the maturity
level of the organization in terms of project management and increase the sustainability of their business. The core concept of
this contribution is the use of Hoshin Kanri (HK) ideas to standardize communication among the process-responsible members

at the PMO. Finally, application from a practical point of view is presented and its meaning discussed.
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1. Introduction

Projects have become important instruments for
change and development in or-ganizations. There are
many approaches to studying project performance
but one of the most common is investigation of critical
success factors (CSFs) as predic-tors of performance.
Pinto (Pinto and Slevin, 1988) identified 10 CSFs, in-
cluding project mission, project plan, client consulta-
tion, technical tasks and communica-tion. These CSF
are quite project-centric but other proposals (Seddon
et al, 2010) have promoted other factors that consider
not only intra-project aspects but organizational ones.
Some authors (Cicmil et al, 2006) suggest that the utili-
zation of projects requires a new perspective in project
management (PM), and some others have proposed a
new model for more effective operations in project-driv-
en organizations (Dai and Wells, 2004). In spite of the
advantages of using the project approach, however,
there are authors (Jessen, 1993,Shenhar et al, 2001)
supporting that the temporary nature of projects will
require an effective knowledge transfer, otherwise, an
organization may derive little benefit from previous suc-
cesses and failures.

Improvements are required in order to foster process
management to help the pro-ject development style;
those improvements need to address the lack of knowl-
edge transfer. As previously mentioned, this can be
done by means of increasing trust as well as standard-
ization of activities.

Management of project knowledge is a critical factor
for project success. In this sense PMO can be seen as
a unit within organizations to centrally facilitate, man-
age and control organizational projects to improve the
rate of success. The role of the PMO varies between
organizations: it can play a major strategic role while in
other organizations it can play a more limited support-
ive role. (Desouza and Evaristo, 2006) identify different
roles for the PMO, ranging between strategic, tactical,
and operational. In that sense the research in this pa-
per is focused on the PMO playing the operational role,
and in some cases the tactical role, when its focus is
on fostering consistent quality of products and services
generated by projects.

The latest research studies illustrate that there was an
increment estimated at 39% of organizations having
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PMOs between the years 2000 and 2014 (PM Solu-
tion, 2014). This jump can be seen as indicating that
the importance of the PMO is growing over time. Due
to increased interest of developing PMOs, the Project
Management Maturity Model (PMM) has been pro-
posed to help develop PMOs gradually (Spalek, 2012).
The PMM contributes to evolvement of PMO from
im-mature to mature levels through addressing appro-
priate PM practices. Despite the importance of project
knowledge, it has not been extensively investigated in
pro-ject environments.

The potential is recognized for the PMO to introduce
order and systematic view in the front end of innovation
projects, which were understood in the past to be the
most troublesome and chaotic phase of the innovation
process. At the same time, the front end provides the
greatest opportunities to improve the overall innovative
capability of a company (Artto et al, 2011).

It is also relevant to highlight that the human resource
management practices in the project context are still
underdeveloped. They have been recognized as a ba-
sis for achieving competitive advantage (Yang et al,
2014).

The following areas for improvement are combined in
this paper:

. Trust based on standardization of procedures.

. PMO as leader for process standardization
both internally and across projects.

. Communication in the project as a key area for
improvement.

A strategy for standardizing the inter-process com-
munication at the PMO will extend the maturity of PM
across the organization, as well as foster knowledge
management in projects. The way of getting this stand-
ardization is not just a set of rules but it will be based
on a kind of continuous improvement mechanism (Vil-
lalba-Diez and Ordieres-Meré, 2015).

In an organizational business context as those where
the projects grow, with numerous interdependent pro-
cess owners (POs) acting simultaneously at different
levels (tasks, work packages, monitoring, configura-
tion, reporting and so on), a model of the system helps
to understand the interactions. In this paper, the organ-
ization will be depicted as an oriented network of nodes
(POs) connected through arcs which represent struc-
tured exchanges of information. This view is compat-
ible with the existing theories of organizational design
(Cross et al, 2010). As these environments used to be

different and dynamic, such POs need to be aligned
towards a common direction (HOSHIN), adding value
to the sequence itself.

Furthermore, researchers have argued that not only
support of empowerment management systems are
necessary, but also alignment with strategic purposes,
understood as “compliance with strategic plans and
targets” (Caker and Siverbo, 2014). Certain studies
(Frow et al, 2010) show that multiple controls are need-
ed to balance both empowerment of PO and the align-
ment towards strategic goals. HOSHIN KANRI (HK)
(management by giving direction) (Jolayemi, 2008) is
a comprehensive management system that enables
such alignment of complex sys-tems.

Section 2 of this paper will deal with process stand-
ardization, knowledge man-agement impact in PM and
PMO impact in the PMM in more depth, as well as look-
ing at the relevance of the communication in the PM.
In section 3, the pro-posal of the PMO inter-process
standardization of communications mechanism will be
presented and discussed against the common way of
looking for maturity through a PMO. Section 4 will pres-
ent a case study, and finally in section 5 a dis-cussion
of the main findings as well as the conclusions will be
presented.

2. Literature Review

In the organizational environment, barriers to commu-
nication are easily detected and difficult to overcome
(Sengupta, 2011). The complex nature of communi-
ca-tion arises from many factors, such as semantics,
power politics, and organizational and technological
issues (Easton et al, 2012).

Project communication has been of interest to a number
of scholars and practitioners and the bodies of knowl-
edge (BoKs) establish guidelines for communication in
projects. The use of BoKs, such as those from PMI and
the capability maturity model from (CMM/CMMI) has
increased in different projects. Furthermore, efficient
performance requires intense and media-rich commu-
nication among project stakeholders.

The relevant instrument to link project behavior with the
organizational knowledge is the PMO, as it is responsi-
ble for the appropriate implementation of PM methods,
including process and procedures but also best prac-
tices and poli-cies. Therefore, the PMO can be seen
as the natural connection between the organization’s
strategy and projects, coordinating the communication
across projects.
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Through the implementation of the monitoring pro-
cesses (PMI, 2008,CAUPIN et al, 2006), it collects
data from projects, consolidating them and reporting to
in-ternal and external stakeholders (Nahod and Radu-
jkovi¢, 2013).

(Desouza and Evaristo, 2006) argue that tacit knowl-
edge obtained through projects is difficult to capture.
Therefore, it is important to build a bridge between PM
and knowledge management, creating collaborative
communities for project managers that are centralized
through the PMOs.

The success of the formal communication strategy
strongly depends on trust (Maurer, 2010). (Koskinen
and Pihlanto, 2007) introduce four types of trust for a
project setting: deterrence-based trust, role-based trust,
knowledge-based trust, and identification-based trust.
When properly managed, the PMO approach will foster
at least the role-based and the knowledge-based trust.
Standardization of formal communication processes
will help to increase the identification-based trust and
this is one of the more significant aspects of using HK
approach. HK as described in HOSHIN KANRI TREE
(Villalba-Diez et al, 2015) can be understood as a
KPI-driven, behavioral process management method.
HK is implemented by standardizing the communica-
tion between process owners (POs) through (CPD)nA,
thus creating an organizational structural network of
autonomous agents whose actions are guided by cer-
tain strategic goals.

3. PMO inter-process standardi-
zation of communications

Standardization practices are not new in project man-
agement. They have been reported as relevant to a pro-
ject’s success (Fernandes et al, 2014). This paper will
attempt to exploit an opportunity to extend the stand-
ardization of processes related to the management of
the project (at least those being part of the common
knowledge that the company should develop) into the
project management daily activities. The goal is to gain
an insight into the performance of the projects and also
increase the corporate knowledge of the company.

In the rest of this paper, when referring to inter-process
standardization the au-thors shall refer to both PMO in-
ternal processes as well as cross-functional pro-
cess-es such as Yokotenkai #§/&F, (Hino, 2007) in its
PM related version.

The authors consider the (CPD)nA as inter-process
communication standard between PMO agents. The
(CPD)nA application in the PMO context follows the

phases as defined in (Villalba-Diez and Ordieres-Meré,
2015).

The (CPD)nA can be briefly described as an interpro-
cess communication standard that is based upon

. first (CHECK) measuring a process KPI.

. Second (PLAN1) understanding the current
state of the value stream in-volved.

. Third (PLAN2) prioritizing the most important
internal process variability sources.

. Fourth (PLAN3) analyzing the root-cause of the
top1 priority, fifth (DO) acting upon the root-cause to
eliminate it, sixth repeat steps 1st-5th.

. Finally (ACT) standardizing the value stream as
best known way to per-form it.

The HKT is a Shopfloor management methodology that
enables the cyclical communication between process
owners based on the (CPD)nA standard. The im-ple-
mentation phases of HKT as described in (Villalba-Diez
et al, 2015) are:

1. Awareness. 3G Gemba-Genjitsu-Gembutsu.
The purpose of this phase is to raise awareness re-
garding HKT in both PMO and PM.

2. Nemawashi. The purpose of this phase is to
prepare the foundations by under-standing the PMO
and PM KPI structure.

3. Ueru Management. Planting the HKT. The pur-
pose of this phase is to install Shopfloor Management
in both PMO and PM based upon (CPD)nA.

4. Ueki-Ya Leadership Phase. Taking care of the
HKT. The purpose of this phase is for the PMO to ac-
quire the role of Lean Leader as gardener and trust
fosterer.

5. Alignment and Executive Review. The purpose
of this phase is aligning and re-viewing PMO efforts
with senior management.

The (CPD)nA is a cyclical management process of
continuous improvement behavioral patterns, which
acquires in this PMO context a novel dimension as
standard communication pattern between PMO mem-
bers within the PMO, and between the PMO and their
customers.

By standardizing the PMO inter-process communica-
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tion through (CPD)nA, the PMO adopts the shape of
an organizational structural network in which the nodes
are the PMO agents and the edges are the KPIs as
described in the (CPD)nA.

This approach presents several advantages:

1. The PMO benefits from this standardization be-
cause it can foster a common language between all
PMO activities.

2. The PMO is likely to increase its performance
because each PMO agent is re-sponsible for a certain
KPI and reports this KPI within the PMO organization,
as well as optimizing its value.

3. By standardizing inter-process communication
through (CPD)nA, organizations will bridge the gap be-
tween PMO and knowledge management because all
PMO related activities will be recorded throughout the
Phase Act. These jointly developed standards serve as
common ground by helping identify common platforms
for future development.

4. Identification based trust within the PMO and
between PMO and the organiza-tion is likely to in-
crease because of inter-process communication stand-
ardiza-tion due to the increased transparency upon ex-
pectations.

5. An example of this system is provided by HKT.
If HKT technology is imple-mented, the PMO manage-
ment can run PMO wide shop floor management, thus
deploying strategic and operational goals throughout
PMO organization.

6. The PMO benefits from the (CPD)nA standard
also in the role of PM due to the evolutional nature of
the (CPD)nA process management approach. In fact,
be-cause the standard in the Phase Act has evolved in
closed relationship with the operational process owner,
the project can benefits from the standardization.

7. To conclude, we can establish that by creating a
structural organizational net-work within the PMO and
by linking this network with the rest of the organiza-tion
through the PM, the PMO will be empowered towards
new levels of influ-ence in the organization. The PMO
becomes an even more important player in the strate-
gic task of process standardization because each of
its activities (internal and PM-related) happen via an
inter-process communication standard such as (CPD)
nA.

4. Case Study

The research site for this study is Global Equipment
Manufacturer (GEM), which produces a variety of ma-
chines. In 2013, GEM reported around $3 billion in
reve-nue, with around 10,000 employees and 11 facto-
ries in 4 continents. The data for this study comes from
GEM's headquarters’ PMO regarding its structure and
per-ceived changes in PMO performance. In this case
study we present the change process from the tradi-
tional GEM’s headquarters’ PMO structure towards a
Hoshin Kanri based PMO, and present the perceived
changes in PMO perfor-mance.

We aim to study the effect of the implementation of HKT
upon the temporal variation of performance at GEM's
PMO in terms of several KPls.

The PMO’s performance is measured on a weekly ba-
sis, based upon following KPls:

. KPI1. Number of PM Members in HKT/Num-
ber of Total PM Members. Measured in [%]. This KPI
measures the engagement of the PMO and the PM
members in HKT and in communicating throughout the
standard (CPD)nA provided. It provides hence an ac-
curate overview of the evolutional process that the PM
and PMO teams undergo when using these methodol-
ogies.

. KPI12. PMO Average Project Schedule Delays.
Measured in [%].This KPI ex-presses PMO schedule
performance. Alternatives such as SPI (Schedule Per-
formance Index) could have been used as well at pro-
ject level.

. KPI3. NHPM/NH Total (Number of hours Pro-
ject Management/Number of hours Total). Measured in
[%].This KPI describes the involvement of the PM team
in the projects.

. KPI14. Project Cost Overrun. Measured in [%].
This KPI measures the PMO cost performance. Alter-
natives such as CPI (Cost Performance Index) could
have been used as well at project level.
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Fig. 1.- Time evolution of the four defined KPIs where the impact of the implementation of the Communication Standardization is clearly identified.
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All data was gathered in an ongoing research effort
which spanned 12 months from January to December
2014. The observations of the implementation degree
of HKT technology were measured on a weekly basis
given by the % of PMO POs and PMO clients involved
in the HKT as depicted in Figure 1, where the phase
du-rations have been highlighted.

The main challenge when implementing HK in a PM
context is to keep bal-ance between project goal
achievement and the sustainability of these achieve-
ments. Both are criteria to measure the ultimate suc-
cess of the project and its im-pact on the overall organ-
izational culture. Exactly for this reason, and in order
to find the proper balance and make it quantifiable
through KPls, is HKT so im-portant throughout the im-
plementation.

5. Discussion & Conclusion

After monitoring the implementation some observa-
tions can be made about the KPI performance.

In the Nemawashi phase, the PMO spended certain
amount of time learning the (CPD)nA and HKT routines.
This can be observed in KPI1 and impacts KPI3 as the
NHPM/NHTotal decreases significantly. The behavior
van be explained as a one-time investment made by
the PMO in training the PM in (CPD)nA and HKT. This
shall have a twofold impact on both KPI2 and KPI4.
The impact on KPI2 can be observed immediately. For
the PMO and PM start working immediately on specific
project tasks throughout the (CPD)nAs, the decrease
observed in the Nemawashi phase is natural. The KPI4
seemed to exhibit that the investment on (CPD)nA and
HKT training in the nemawashi phase starts paying off
later, after the fourth phase has started.

A light increase in the cost (see KPI4) can even be
observed, probably because of the time spent PM in
(CPD)nA consensus and related management as-
pects. However, it makes fully sensa as such discus-
sions are the key element for empowering team mem-
bers and work package responsibles. The empowering
activities, when carried out properly will be the way of
making the organization stronger, as they enable each
participant to continue improving her organizational
and process related knowledge.

Problems identified throughout this case study, and
that may occur in some implementations of HK, and,
can be summarized as follows:

1. Standardization takes time and phases 1 and
2, which raise awareness and install the system, can
sometimes give the impression to the impatient PM
team that “we are not moving fast enough”. For this
reason, strong support from senior leadership regard-
ing the need of standardization of interprocess commu-
nication is crucial for success.

2. Keys to successful implementation of HK in PM are
three: discipline, discipline and discipline. Both at an
individual but also at a collective level, each PM team
member needs to be made aware of the need to work
in a common direction. The psychological aspects of
this complex leadership task are decisive and could be
matter of further study.

3. The way of working without explicit goals, but apply-
ing continuous improvements against the defined KPIs
becomes many times disruptive. This is because there
is an influence from the classical management practic-
es, that need to be understood. However, this does not
mean any tolerance level with such practices as HK
looks for a bottom-up sustainable way of adding value,
including the coach from the interested KPI receiver,
which help much to the empowering of the system.

6. References

Artto, K., I. Kulvik, J. Poskela and V. Turkulainen (2011).
"The integrative role of the project management of-
fice in the front end of innovation', International Jour-
nal of Project Management, 29, pp. 408.

Céker, M. and S. Siverbo (2014). 'Strategic alignment
in decentralized organiza-tions — The case of Sven-
ska Handelsbanken', Scandinavian Journal of Man-
age-ment, 30, pp. 149.

CAUPIN, G., H. KNOEPFEL, G. KOCH, K. P. a. P.
FRANCISCO, C. SEABURY and I. P. M. ASSOCI-
ATION (2006). ICB--IPMA Competence Baseline,
Version 3.0: Van Haren Publishing, Zaltbommel --
NL, www.vanharen.net.

Cicmil, S., T. Williams, J. Thomas and D. Hodgson
(2006). 'Rethinking project management: research-
ing the actuality of projects’, International Journal of
Project Management, 24, pp. 675-686.

Cross, R. L., J. Singer, S. Colella, R. J. Thomas and
Y. Silverstone (2010). The organizational network
fieldbook: Best practices, techniques and exercises
to drive organizational innovation and performance:
John Wiley \& Sons.



Villalba Diez et al./ Direccién y Organizacion 60 (2016) 40-46 46

Dai, C. X. and W. G. Wells (2004). 'An exploration of
project management office features and their rela-
tionship to project performance’, International Jour-
nal of Project Management, 22, pp. 523.

Desouza, K. C. and J. R. Evaristo (2006). 'Project
Management Offices: A Case of Knowledge-based
Archetypes', Int.J.Inf.Manag., 26, pp. 414-423.

Easton, G., A. Gilchrist and P. Lenney (2012). 'The
Co-constitutiveness Nature of Organizations and In-
dustrial Networks: A Critical Realist Approach’, .

Fernandes, G., S. Ward and M. Araujo (2014). 'Devel-
oping a Framework for Em-bedding Useful Project
Management Improvement Initiatives in Organiza-
tions', Project Management Journal, 45, pp. 81-108.

Frow, N., D. Marginson and S. Ogden (2010). “Contin-
uous” budgeting: Reconcil-ing budget flexibility with
budgetary control', Accounting, Organizations and
So-ciety, 35, pp. 444.

Hino (2007). k3 2#¢E > X7 LN Effi (The essence
of the Toyota management system)', , pp. 35-42.

Jessen, S. A. (1993). The nature of project leadership:
Oxford University Press.

Jolayemi, J. K. (2008). 'Hoshin kanri and hoshin pro-
cess: A review and literature survey', Total Quality
Management \& Business Excellence, 19, pp. 295-
320.

Koskinen, K. U. and P. Pihlanto (2007). 'Trust in a
knowledge related project work environment', Inter-
national Journal of Management and Decision Mak-
ing, 8, pp. 75-88.

Maurer, 1. (2010). 'How to build trust in inter-organiza-
tional projects: The impact of project staffing and
project rewards on the formation of trust, knowledge
acquisition and product innovation', International
Journal of Project Management, 28, pp. 629.

Nahod, M. and M. V. M. Radujkovi¢ (2013). "The Impact
of \ICB\ 3.0 Compe-tences on Project Management
Success', Procedia - Social and Behavioral Sci-
enc-es, 74, pp. 244.

Pinto, J. K. and D. P. Slevin (1988). 'Project success:
definitions and measurement techniques', Project
Management Journal, 1988/2, pp. 67-72.

PM Solution (2014). 'The State of the Project Manage-
ment Office (PMOQO) 2014", , 1, pp. 1-12.

PMI (2008). A Guide to the Project Management Body
of Knowledge (PMBOK Guide), 4th Edition.: Project
Management Institute.

Seddon, P. B., C. Calvert and S. Yang (2010). 'A Mul-
ti-project Model of Key Fac-tors Affecting Organiza-
tional Benefits from Enterprise Systems', MIS Q., 34,
pp. 305-328.

Sengupta, S. (2011). Business and Managerial Com-
munication: PHI Learning Pvt. Ltd.

Shenhar, A. J., D. Dvir, O. Levy and A. C. Maltz (2001).
'Project success: a multi-dimensional strategic con-
cept', Long range planning, 34, pp. 699-725.

Spalek, S. (2012). 'The role of project management
office in the multi-project environment', Internation-
al Journal of Management and Enterprise Develop-
ment, 12, pp. 172-188.

Villalba-Diez, J. and J. Ordieres-Meré (2015). 'Im-
proving manufacturing opera-tional performance by
standardizing process management', Transactions
on Engi-neering Management, 62, pp. 351-360.

Villalba-Diez, J., J. Ordieres-Meré and G. Nuber
(2015). 'The HOSHIN KANRI TREE. Cross-Plant
Lean Shopfloor Management', , 32, pp. 150-155.

Yang, L., J. Chen, K. Wu, D. Huang and C. Cheng
(2014). 'A framework for eval-uating relationship
among HRM practices, project success and organi-
zational benefit', Quality & Quantity, pp. 1-23.





