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UNIT 3 PROJECT CHARTERING

Objectives:
After studying this unit, you will be able to understand:

e  What is project chartering?

e  What are the inputs for preparing a Project Charter?

e  Which tools & techniques are used to prepare a project charter?
e How to conduct a stakeholder analysis?

e  What are the contents that form a project charter?

e How to create a sample project Charter?

e  Which processes use Project charter as input?

e  What is a Project Management Plan?
Structure

3.1 Introduction

3.2 What is a Project Charter

3.3 Inputs to Project Charter

3.4 Tools & Techniques for Creating a Project Charter
3.5 Stakeholder Analysis

3.6 Contents of the Project Charter

3.7 Sample Project Charter

3.8 Processes Utilizing Project Charter as Input
3.9 Creating Project Management Plan

3.10 Letus Sum Up!

3.11 Answers

3.12 Self-Assessment Exercises

3.13 Further Readings

3.1 INTRODUCTION

In the previous units 1 & 2, we learned what is a project and what is project
management. We also learned how do we conduct a feasibility study and
what are the merits of conducting a feasibility study and the preparation of
the business case. Until this stage, the project is not yet approved or started in
most cases. Once the management reviews the feasibility study and business
case and approves the project, work can be started. However, these
documents are elaborate and contain a lot of information that might be
important from a feasibility standpoint but not useful for the project team.
Hence, the project team needs a basic document that contains a fair detail of
inputs and understanding at the project concept stage which forms the



primary reference to execute the project. This purpose is served by creating a
project charter.

At the conceptual stage of the project and before its initiation, there are
requirements, conditions, and assumptions that form the boundary of the
project. If the project is executed within this boundary then it will deliver the
expected results. The project charter is the document that contains this
information. Besides, the project manager can also utilize this document
within the organization as a formal authorization of the project and as a result
of this can legitimately claim the resources and funds from within the
organization while executing the project.

3.2 WHATIS A PROJECT CHARTER?

Project Management Body of Knowledge PMBOK® from Project
Management Institute defines a project charter as a document that formally
authorizes the existence of a project and provides the project manager with
the authority to apply organizational resources to project activities. Therefore,
a project charter creates a link between the project and the strategic
objectives of the organization, the primary reason why the project was
conceptualized in the first place. It is also a formal document that is
communicated to the supporting functions and departments of the
organization such as procurement, finance, and human resources so that they
can allocate the cost and resources to the project. In other words, it shows
documentary evidence of an organization's commitment to undertaking a
particular endeavor to achieve organizational objectives. The creation of the
project charter is performed at least once at the start of the project and
reviewed in predetermined situations as required.

For projects that are undertaken to produce output for customers as a part of a
contract, the project charter establishes a partnership between the performing
and requesting organization. These are also referred to as external projects
and a formal contract is preferred to establish an agreement. But within the
performing organization, a project charter may still be used to ensure the
proper delivery of the contract.

An approved project charter served as a formal initiation of a project. It is
important to identify and formally assign a project manager preferably as the
project charter is taking shape but certainly before the planning is initiated.
As a result, the project manager will be aware of the various discussions and
deliberations on the project specifics while preparing of charter and will be
able to make the right judgments during the project. The project charter can
be created by the sponsor or the project manager in collaboration with the
customer to have a better understanding of the project goals, purpose, and
expected output. The project charter gives the authority to the project
manager for planning, execute, and control the project.

A matured project-based organization will have formal identified roles and
functions such as sponsor and project or program management office. The
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project sponsor should be at a level that is appropriate to secure funding and
arrange resources for the project. Projects, irrespective of their nature,
internal business, or external influence, are meant to address a particular
business case. Hence chartering a project confirms alignment between the
strategy and ongoing work. A project charter, being an internal document to
the organization, is not regarded as a contract as there is no consideration
involved.

3.3 INPUTS TO PROJECT CHARTER

The project charter documents the need that the project must address and is
within the constraints of the organizational environment. External projects, it
is also under the influence of the agreements with the customer. These form
the inputs to the project charter. Consider the following headers:

e Business Case - Is the most utilized document while creating a project
charter. The business case contains the necessary information about the
expected outcome of the project as well as the investment involved and
so contains the justification for undertaking the project from a business
standpoint. The document contains the assumptions and considerations
within which the project is conceived and therefore provides a boundary
within which the project has to be executed to ensure that it remains
viable. As explained in an earlier chapter, the business case is created
based on a feasibility study of one or more areas viz. market demand,
customer needs, technological changes, legal requirements,
environmental impacts, social needs, organizational needs, etc.

e Agreements — Such as MOUs (Memorandum of Understanding), service
level agreements (SLA), and letter of intent (LOI) form the basis of the
need of undertaking a project. In the case of an external contract,
purchase order or contract is used.

e Factors External-To the organization serve as inputs to the project
charter. These are government or industry standards, market conditions,
regulatory constraints, stakeholders' expectations, etc.

e Organizational Assets - Such as internal standards, framework, policies,
and procedures. Also, historical information and learned lessons
repository of past projects.

3.4 TOOL AND TECHNIQUES TO CREATE A
PROJECT CHARTER

A project charter is prepared at the initiation of the project and therefore very
less details are known. Much of the content in the project charter is prepared
through calculations and judgments based on available information and the
team's capability of articulating the available data into logical assumptions.
As a result, a robust project charter has a major bearing on the availability of
data and the team’s ability.



e Data Gathering Techniques

o Brainstorming is used to generate a list of several options in a limited
time. It is conducted with a group of people and facilitated by a
facilitator. This method not only helps create new ideas but also analyzes
these ideas further. It helps in generating data from the experience of the
group which can be further used in creating a few ideas and solutions for
a thorough review later.

o Interviews are used to get relevant information on assumptions,
constraints, risks, gross understanding of the requirements, acceptance
criteria, and other such information from any stakeholder through a
direct conversation.

o The focus groups technique is used when there are several stakeholders
involved, most often from different areas, and a collective understanding
is required. It is better than the interview technique as the resulting idea
is obtained after reaching a consensus within the team. This is more
likely to pass the test of constraints of all domains whose subject matter
experts would have participated.

e Interpersonal and Team Skills

o Facilitation is the ability to effectively guide a group to converge ideas
and reach out to a mutually agreed understanding in the form of a
decision or solution. A facilitator is responsible to ensure that there is no
bulldozing of ideas by a few, all individuals are heard and are motivated
to contribute, the ideas are channelized towards the result, and the final
output has a buy-in of all the parties participating in the process. The
facilitator is also responsible to record the details of the discussion and
generate an action item list with due dates and following up until closure.

o Conflict management is used to deal with situations that may arise
during group events to direct the team into meaningful discussion and
avoid situations that may end up in distrust, non-cooperation, and lack of
participation among the participating members. It is useful to arrive at an
alignment on important parameters such as project objectives, success
criteria, major milestones, and other specifics of a project charter.

3.5 STAKEHOLDER ANALYSIS

We studied the stakeholder in brief in the previous chapter. In the project
chartering stage, it is important to identify the stakeholders. While a detailed
list and analysis of stakeholders may not be required, or even feasible, key
stakeholders should be identified and should feature in the stakeholder
register. A stakeholder register is a term for the document which contains the
name of stakeholders in addition to other details relevant to the project. A
sample stakeholder register format is shown in the table below.
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Table 3.1: Stakeholder Register

Name | Position Internal /| Project Organization | Contact
External Roles
ABC | Project External Customer | XYZ abc(@xyz.com
Procurement | (Customer) | Single Corporation
Manager — point  of
XYZ contact
Corporation

Once key stakeholders are identified, a thorough understanding of what is the
position of these stakeholders vis-a-vis the project is studied. This technique
is called stakeholder analysis.

A stakeholder analysis is a technique used for analysing information to
determine which stakeholders’ interests to focus on and how to increase
stakeholder support throughout the project. There are several classification
models to perform a stakeholder analysis. One such model is the
power/interest grid. With this method, stakeholders can be grouped into
categories based on their level of authority (power) and their level of interest
in the project. These stakeholders can be plotted on a 2X2 map as shown

below:
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Figure 3.2: Stakeholder Analysis - Power/Interest grid
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1. Low Power, Low Interest — These stakeholders might not be priority
attention but should be monitored closely as they may enhance their level
of interest or power.

Low Power, High Interest — These stakeholders should be kept abreast
of the happenings on the project.




High Power, Low Interest — These stakeholders should be kept satisfied
by brief project updates as while they have less interest in the project,
owing to high power they can impact critical decisions of the project.

High Power, High interest — These stakeholders should be managed
very closely to the point of developing working relationships and
frequent communication. The team should identify ways and means to
enhance their positive involvement in the project.

3.6

CONTENTS OF PROJECT CHARTER

The contents of a project charter will also vary to meet individual project
needs. Typical information included in a project charter includes the
following:

The Project’s Name and Date of Approval — The project name should
be as brief as possible. It should contain keywords that will help the
organization identify the project with ease. Most often the names of
projects are given based on the name of the result or the customer who
has given the order.

The Name of Project Key Personnel and Contact Details — These
include the name of the project sponsor, project directory, project
manager, and any other key personnel who are in charge of the project.

A High-Level Schedule with Planned Start and Finish Dates — This
may take the form of a milestone level schedule or the phase-gate detail
as per the standard of the organization. It provides the project team with
a preliminary outline of assumptions of what is expected duration of each
phase or milestone envisaged before the start of the project. In other
words, it conveys the expectation of the sponsor as to which milestones
should complete by what date. The high-level schedule is based on a
rough assessment of a similar project conducted earlier or a projection of
a key parameter. Hence this high-level schedule also conveys the
expected completion of each milestone which will be further associated
with the event of cash outflow or inflow. Therefore, during the project, if
there is any deviation in these dates, it can not only impact the entire
project in terms of overall schedule but also affects the project financials
and other commitments in terms of key deliverables getting due on
completion of a particular milestone.

A Brief of the Project’s Estimated Cost and Budget Allocation — A
project charter will contain a schedule of high-level cost headers with a
breakup of costs. These headers should be mutually exclusive and
collectively exhaustive so that during the project execution, the team
should be able to figure out where to account for any particular cost
event without any ambiguity.

A Brief Description of the Objectives, Business Needs, or Other
Justification for Approval of the Project — This part of the project
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charter records what is the primary purpose of conceiving the project. It
mentions what is the investment or effort involved in achieving the
objectives of the project and how the result is going to benefit the
organization in the near term and long term thereby justifying its
purpose. This section of the project charter also makes a note of the
feasibility of the project across the various dimensions so that during the
execution of the project, the team knows what was envisaged at the time
of chartering the project.

Project Success Criteria, Including Project Approval Requirements
and Who Signs off on the Project — This is one of the most important
sections of the project charter. Generally, it is observed that as the
project progresses, the project team members and stakeholders develop
their perception of what they believe to be a successful project. This
understanding might even sometimes be counterintuitive to the success
criteria of the project agreed upon in the first place thereby adversely
impacting the project. For example, meeting the cost baseline on the
project is the most important of all the pre-identified success criteria.
However, the project manager during the execution of the project gives a
higher priority to 'Customer satisfaction and starts accepting the client's
request for additional functionalities without any price escalation thereby
seriously jeopardizing the cost baseline. This can cause irreparable harm
to the project and therefore the charter should clearly define the project
success criteria. Besides, the charter should also establish the level of
approvals for key project purchases based on the parameters such as
purchase order value, non-budgetary purchases, purchases involving
foreign exchange, manpower enhancement, overtime, etc.

Summarized Plan for Managing the Project i.e., Brief of the Project
Management Plan — This describes the various project management
plans that will be used to execute the project. It should contain what are
the needs and expectations of the stakeholders of the project. Also,
important assumptions and constraints that were considered in the
feasibility study or the initiation stage should be detailed for the project
team to have a thorough understanding.

A Roles and Responsibilities Matrix — This matrix will delineate the
major roles and responsibilities of each function participating in the
project. The intent of this section is not to define responsibilities at a
micro level but to provide a general idea on the mapping of the area of
influence of each function. This guides the project team to understand
which function or individual will be responsible for a particular work
because of which unnecessary repetitions are avoided. It also helps
different functions to later detail out key elements of interfacing
activities for a smooth transition of work among these functions.

Signatures of Key Project Stakeholders

The General Comments and Notes Section-Includes information that
could not have been added to the above sections.



e Most Project Charters Will be Maximum of 2 Pages as These are
Meant for an Executive level Review. However, some project charters
might run into several pages and can include team members' signatures
also.

3.7 SAMPLE PROJECT CHARTER

A sample project charter for deployment of the Enterprise Resource Planning

(ERP) system is shown here.

Project Title: ERP deployment project (Approved on 1-Oct-2021)

Project Start Date: 1-Jan-2022

Project Finish Date: 31-Dec-2022

Project Sponsor: Ms. Minaxi (minaxi@xyz.com)

Project Manager: Mr. Utkarsh (utkarsh@xyz.com)

High-Level Schedule:

Following are the key milestones of the project:

e [ssue of Purchase and maintenance contract to the ERP software provider
—30-Mar-22

e  Mapping of Accounting and Purchase sessions — 30-Apr-22

e  Mapping of Production and Costing sessions — 30-May-22

e  Test case simulation — Round 1 — 15-Jul-22

e Functional changes and deployment — 15-Aug-22

e Test case simulation — Round 2 — 15-Sep-22

e System ready for simultaneous data capturing in Old and New ERP — 30-
Sep-22

e Functional verification on actual data — 15-Nov-22
e Rectification of system issues — 1-Dec-22

e System Go Live — 25-Dec-22

Budget Information: A total budget of INR 10 Cr is allocated for the project.
Approximately half of these costs will be for software providers while the
other half will be for outsourced labor and training programs.

Project Objectives: Deploy new ERP software that enhances the efficiency of
operations in production, project management, and purchase department by
reducing non-value adding activities. The new ERP software shall maintain
the operational efficiency levels of all other functions using the tool. All the
Management Information System (MIS) reports, as listed in the annexure,
shall be available over a live dashboard having real-time synchronized
information on the key drivers of the business.

Success Criteria: The project will be successful if it is completed as per
schedule so that the new system is deployed on a full scale before the start of
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the next financial year. The new system should meet all financial reporting
and audit compliance requirements as per the audit procedure. The
stakeholders of the new system will fill out a questionnaire on the
effectiveness of this system. The new system shall demonstrate an
improvement from present 4 to 7 (out of 10) on the overall rating.

Project approach :

e The project will be executed in 4 stages where the first one is
implementation and the subsequent ones are testing and rectification.

e Over the last quarter of 2022, all the personnel utilizing the legacy
system will have to maintain information in both the systems for smooth
transitioning and loss of data. The software provider and version which
has to be deployed are already finalized and therefore no effort in that
direction is required.

e Communication between the team members and inter-function
interfacing are key to the success of the project. Hence a cross-function
team should be prepared. Each team lead will nominate 1 person for the
role. The team point of contact will be responsible for coordination with
team leads, developing procedures, and imparting training to the team

members.
Roles & Responsibilities:
Name Role Designation Signature
Vishal C. Project Champion Head — IT
Savan B. Project Sponsor Head - Finance
Mayur M. | Project Manager Project Manager
Bipin P. Steering Committee member | Manager - Purchase
Gopal P. Team Member Manager - IT
Vivek S. Team Member Manager -
Production
Comments:

“A significant amount of time my team members are spending in creating
manual reports for the management and attending status review meetings
which should be otherwise be spent for purchase functions like negotiations
and meetings with vendors” - Bipin

“Every time we get the raw material issued for the production; we get them
incomplete. We cannot say precisely when this raw material will get
transformed into finished goods as some of the other assembly is waiting for
components which should have been received by now as per the latest
forecast report which is 10 days old. We struggle to meet throughput and we
know we can do better”. Vivek



Project Charteri
Check Your Progress 1: roject Thartering

You are the project manager of a project which is already in execution and
are required to review the project charter often. What, according to you, best
describes when a project charter when the project work is being undertaken?

a. So that project team member appraisals are done properly and there is a
fair distribution of bonuses at the end of the year.

c. To assess whether the project plan can manage the changes requested by
the customer

Check Your Progress 2:

Time and again the stakeholders are asking for new changes to the project
charter. Who do you think is the right person to decide if these changes are to
be undertaken or not?

a. Project sponsor
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C.

The team working on the project

3.8

PROCESSES UTILIZATION PROJECT
CHARTER AS INPUT

The project charter is one of the key documents of the project. It contains

vital information that not only sets the course for the further processes on the

project, it also is used as a reference to set project boundaries and validate
whether a particular task should be undertaken or not. Several processes use

project charter as input. These are described in brief here:

1.

Create Project management Plans process utilizes a project charter as
input for the planning of each knowledge area. We will describe this in
detail in a subsequent section.

Collection of requirements is the process of determining, documenting,
and managing stakeholder needs and requirements to meet objectives.
This process provides the basis for defining project and product scope. It
is important to identify and document all requirements and not just those
related to the project or product as a missed requirement can be critical
for the project.

Defining the project scope process utilizes a project charter document to
elaborate the scope and identify tasks and activities which need to be
performed to deliver the intended scope of work. This process is
concerned with what and what does not needs to be done on the project.
A well-laid-out project charter will facilitate the team to define the scope
of work accurately and make realistic plans which will eventually lead to
successful execution and output.

Identifying stakeholders in the process of identifying project
stakeholders at regular intervals. It is related to the analysis and
documentation of useful information regarding their interest,
participation, interdependencies, level of influence, and potential impact
on the success of the project. The project charter is the first input for the
creation of a stakeholder register, the output of identifying the
stakeholder process. The project charter not only lists the major
stakeholders involved in the project it also contains vital information
which can help identify relevant stakeholders well ahead at the start of
the project.



5. Plan stakeholder engagement is the process of devising useful strategies
to involve project stakeholders in line with their needs, expectations,
interest, and potential impact on the project. It results in an actionable
plan which can guide the project team to interact effectively with the
stakeholders. The project charter contains information on the objectives
of the project, purpose, and success criteria that can serve as first-hand
input for the project team to create plans for engaging project
stakeholders.

6. A close Project or phase is the process of finalizing all activities in a
particular phase or project. It also ensures that the activities and actions
necessary to satisfy completion requirements for the project are finished.
This phase is also related to the completion of contractual agreements
applicable to the project or phase. The project charter documents contain
details such as project success criteria, approval requirements, and
authorization matrix which serve as inputs to the close project process.

3.9 CREATING PROJECT MANAGEMENT
PLAN

The Project Management plan integrates all individual management plans, for
each knowledge area, into a comprehensive centralized document containing
details of what is involved in the project. It also includes the finalized
baselines for the project. This document is a repository of several sub-plans
showing how the project will be executed, monitored and controlled, and
closed. It integrates subsidiary management plans, baselines, and other
information into a cohesive whole which is required to manage the project.
The project requirements will determine which subsidiary management plan
is required and with what rigor. The project management plans will deal with
‘How’ and not ‘What’ over each of these knowledge areas. The project
manager is responsible to create the project management plan. However, a
project manager may not necessarily be an expert on all the technical and
functional areas involved in the project. Hence the project manager needs to
be supported by the team members in creating the project management plan.
The project team shall support the project manager with necessary details,
technical inputs, and solutions so that the project manager can make a
judicious decision about the project work.

A brief introduction to these plans is given here. To maintain the exact
understanding, the content is taken from the Project Management Body of
Knowledge® (PMBOK®) by the Project Management Institute.

[A] Subsidiary management plans

e Scope Management Plan — It establishes how to define, develop,
monitor, control, and validate the scope of work for the project and
result.

e Requirements Management Plan — It establishes how to analyze,
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document, and manage the project and product requirements

e Schedule Management Plan — It establishes the criteria and activities
for developing, monitoring, and controlling the project schedule

e Cost Management Plan — It establishes the means to plan, structure,
and control the project cost.

¢  Quality Management Plan — Establishes how the project will inculcate
the quality procedures, standards, and methodologies of the organization
undertaking the project.

e Resource Management Plan — Guides how project resources should be
categorized, allocated, managed, and released.

e Communication Management Plan — Establishes who, how, and when
will the project information be administered and disseminated.

e Risk Management Plan — Established how to structure and perform risk
management activities.

e Procurement Management Plan — Established how to acquire goods
and services from outside the organization undertaking the project.

o Stakeholder Management Plan — Establishes how to engage
stakeholders in the process of making project decisions and execution in
line with their needs, interest, and impact.

[B] Baselines

e Scope baseline is an approved version of the scope statement, work
breakdown structure along with its associated dictionary. It is used as a
basis to compare the completed scope.

e A schedule baseline is an approved version of the project schedule
containing the list of tasks and activities, duration, start and finish dates,
and interdependencies within the task.

e A cost baseline is an approved version of a time-phased project budget
that is used as a basis for comparing the actual results.

3.10 LET US SUM UP!

Once project feasibility is studied, project work starts. The team is identified,
and it is the responsibility of the management to robustly convey precise
requirements to the project team who is assigned the task of undertaking the
project work. While the senior management has a few mandatory
expectations, the project team needs to be given some flexibility to work with
the project requirements to avoid unnecessary complexities in the project.
Most projects will run into months, if not years, and so the senior staff which
conceived the project might not be able to remember exactly what the project
needs to deliver. In this condition, a thorough and well-laid out Project
Charter will serve the purpose of maintaining the records of the senior
management expectation right from the start of the project. Further, it will



also help the project team to resolve any trade-offs arising during the project
as they can refer to the project charter before reaching out to the project
sponsor or senior staff for clarifications. The project management plans also
help the project team to stay on course with the project requirements and pre-
determined and agreed plans. Once the project contains these plans the
project chartering is completed and the project is ready for execution.

3.11 ANSWERS

Check Your Progress 1

You are the project manager of a project which is already in execution and
are required to review the project charter often. What, according to you, best
describes when a project charter when the project work is being undertaken?

a. So that project team member appraisals are done properly and there is a
fair distribution of bonuses at the end of the year.

b. To help conclude if a project scope change should be approved

c. To assess whether the project plan can manage the changes requested by
the customer

d. To make sure all project documentation is done as per the request

Correct Answer: (b) — The project charter contains relevant information on
what needs to be achieved on the project. Hence the project charter should
help conclude whether a change in scope should be approved or otherwise.
The project charter does not help in making appraisal decisions or the
capability of project plans. It also does not contain information on what
project documentation is required to be maintained, as that is part of another
knowledge area.

Check Your Progress 2

Time and again the stakeholders are asking for new changes to the project
charter. Who do you think is the right person to decide if these changes are to
be undertaken or not?

a. Project sponsor

b. Project manager

c. The team working on the project

d. The stakeholders of the project

Correct Answer: (a). The project sponsor authorizes the project and
approves the funding. Any work will have its associated commercial
implications in terms of time and cost. Hence any change requested by a team
member or stakeholder needs to be approved by the project sponsor. Further,

the project sponsor will also validate if this change meets the initial business
case and seeks top management intervention wherever required.
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Project Initiation 3.12 SELF-ASSESSMENT EXERCISE

1. Think of a project that you are/were a part of or else a hypothetical
project of inviting 50 friends for a get-together and dinner party. Can you
create a project charter for it?

2. Refer to the sample project charter given in section 3.7. Answer the
following questions

a.  Which project knowledge area is likely to demand the most amount
of effort?

b. Can you identify the major assumptions given in the project charter?

c. List out the details that will serve as inputs to the processes: (i)
collect requirements (ii) define project scope (iii) identify
stakeholders

3. It is important to have a realistic project management plan so that the
project is managed properly. Which of the following means best
describes how a project management plan is created.

a. The sponsor and project manager together decide the project
management plan so that the team can follow it.

b. Department heads join together in creating a project management
plan so that all functional matters are taken care of in the plan

c. The project manager creates a project management plan based on
inputs from the team

d. The sponsor creates a project management plan based on inputs
from senior management
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