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Case study from textbook 3.1

In recent . Ketlavik Paper Company has been hav-
ing 'nrllh its project management process.
SE\rm.lnmlmnalpa'ch; foar :sa.m'pil.- have come

i late and w!llm-zrhd‘a:i.m'ld chiul:l

has been inconsistent. A comprehensive analvsis of the

process has traced many of the problems back 1o faulty

project selection methods.
Keflavik is a medi

that mana-

i general ecomomic conditions, the frm's annoal sabes

have grown steadil
ago, Keflavik
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dieved new commercial with bet-
hmﬂl’mﬁ hr@mﬁcmpmmcdi T'h:rlhu]l:lm
far have not been encouraging. The company’s project
d:vdnpﬁmomﬂ:'ﬂ:pu&}'.ﬁrmp‘uiﬂchhnthm
delivered on time, but others have been Late; budgets
have been moutinely overrun; and product performance
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Top management hired a consultant to analyee
hﬂm‘lmmﬂd:ﬁﬂnﬁﬂuwﬂ:mﬂﬂ\l
w:}rhﬁxihp‘m'pdmumﬁnnﬂipmucﬂ'mﬂ.'ﬂwm—
sultant attributed the main problems not to the project
management processes: themselves, but o the manner
in which I are added to the ‘s o
L e eyl ne s e el e
focused almost exclusively on discounted cash fow
mosiels, such ax net present valoe analysis. Essentially,
FmEaH:mm,:ii\m

a “family” of prjects that were ofien almost completely
tmhhiNnmnim,mﬂuileﬂ'ﬂpwim
that were added to the portiolio fit with other ongoing
projects. Keflavik attermped to expand mito coated papers,
pl'nhwaphicprm:hlch. dpeing and Eng maken-
lh,mdnﬂﬂ'lhﬂﬂutdza}ﬂ.ﬁ:mﬂieﬁm’lurt
nal niche. New projects were rarely measured agamst
firm s strateygic mmissdon, and litie efort was made o eval-
wﬂ'ﬂnmdnghlktu:l'mlrmmm”
projects, for failed to fit because they i
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mismatched proj that was difficudt bo
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I::&ch.mand To lend some
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alternative screening mechanisme. All new projects, for
instance, had to be evaluated in terms of the compa-
oy’ s ic and wene to demonstraie
nun'q:!r h:m:|'|.I:||.|:|':I...I:T ﬁ?:ﬁid’liﬂmp‘lﬁ:ﬁn. He further
recommended that to match project managers with the
types of projects that the company was mereasinghy
mﬂu‘bh.lzﬂ .dimﬂdmul their current skill sets.
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that offer cash flow. They have
had to releam the impeortance of project prioziti-
zation. Mevertheless, a new priovitization scheme is in
th,uﬂﬂmh;hmpﬂmﬁhﬁﬂulh:hm
of new ities and the % abi
impil ek mivmpe ol A

Questhons.

L. Keflavik Paper presents a good example of the
dangers of excessive reliance on one screening
techniquie (in this case, discounted cash fow).
Huwr n'uﬁhr excessive or exclusive mreliance on
other screvning methods discussed in this chapter

lead to similar problems?
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