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SHORACE – The Machine that can Treble Your ROI
Why is SHORACE needed?
Shorace is needed to slay “The Jabberwocky of Project Development”.
I am sure that you do not need reminding that the Jabbwerwock was an invention of a very young Lewis Carroll, the author of Through the Looking-Glass and What Alice Found There, 1872 
“And as in uffish thought he stood, 
The Jabberwock, with eyes of flame,
Came whiffling through the tulgey wood, 
And burbled as it came!


One, two! One, two! and through and through 
The vorpal blade went snicker-snack!

He left it dead, and with its head 
He went galumphing back”
What is “The Jabberwocky of Project Development”? - It can be framed in many ways but I call it;
“The Fixing of Project Scope and Budget before the Problem or Opportunity is Understood”
In Other words
“If you don’t understand what the Real Problem or Opportunity is you cannot develop a Solution”
I always think that the word “Opportunity” and “Problem” are interchangeable in this context. This is because to taken advantage of any Opportunity you have to resolve the Problem of how maximize the advantage that the Opportunity provides.

I know that many readers will stop here and say – I just need a Feasibility Study – Why do I need Shorace?

You will find that if you use Shorace you will produce A Study that will optimise the likelihood of project success in the shortest time possible. And once you have used it you will never go back to the tired old methods of project development!

[image: image1.jpg]Wik Wik



Jonzac, France April 2008
What is Shorace?
It is a machine that you put your project into and that you then drive through to completion. During this exciting drive you will become totally expert in every part of your project and really understand its intricacies.
You don’t want to go to the next meeting about your project – whether it is with a bank that is going to fund it or a consultant that’s going to do some grunt work for you without knowing far more about your project than everyone else in the room.

You know before you go to the meeting that you will be able to put down any resistance simply because you have thought about it all before and know the answers to the questions that your audience doesn’t even know how to ask!
I am not going to tell you that it is easy – every project needs hard work to make it work. But if you understand the basic concept there is not reason why you cannot use Shorace and all its power to ensure that your project is a winner!
Background
SHORACE has been developed by one of the most experienced practising civil engineers in the world. This White Paper summarizes how SHORACE works and how it can benefit all those who are about to start on the very exciting task of a Feasibility Study.

Will Witt has been involved in projects of every shape and size throughout his working life of 40 years. For most of this time he has been involved in the inception and development stage of projects and so has first hand experience of dozens of different approached to the project inception and execution process. 

He has been the prime mover or partner in the setting up of 3 construction industry businesses. Two of these are still operating successfully and the other went spectacularly bust – so he knows what real failure is about from bitter first hand experience.
He is still working with the same energy that he has always had, but has found the time to write this guide so that project developers everywhere can benefit from his experience.

The authors experience has predominantly been related to projects involving engineering and construction but nearly all the principle activities described can be used for purely business development projects with a slight change of emphasis from construction studies to financial analysis.

Use of Shorace
It is a sad fact that most new businesses fail and that many existing businesses fail or are taken over after a project has gone sour. Most of the projects that cause such failures are fundamentally sound and fail or do not progress because of mistakes that are made during the early project development process. 
The objective of Shorace is to ensure that new engineering and construction projects, that are required to solve problems or take advantage of an opportunity, get up and running at a profit as soon as possible.
You can adapt the basic principles of SHORACE to suit your own firm or circumstances and I suggest you read the entire guide and then consider how you might implement SHORACE within your own organisation. 

It is possible that you will need to “tune” the process to suit the requirements of your own business. Many firms are set up on a departmental basis and it is in those businesses that SHORACE may prove to be most beneficial.

The most important thing is to mould the principles involved to your particular business style and type of work and not to let the particulars get in your way.

And please remember the two fundamental facts about a system like Shorace
A system is a process of reaching an objective based on undertaking a series of logical actions in a logical sequence.

A system allows inexperienced people to predictably achieve a specific objective. 
Applicability of SHORACE
SHOREACE is designed to help people who are new to feasibility studies or people with previous experience of them that want to improve their techniques. 

It is mainly geared towards engineering and construction but the same principles apply in business development feasibility studies.

It will work for large complex projects as well as small because the principles are very simple and can also be applied to engineering and construction projects of any shape and size. In simple projects many of the Work Items in each Step can just be ignored when they are obviously inappropriate.

Many people have read the book and have said that 

“I do not need to follow a complicated process like this” – Well they are wrong - unless you undertake each Step in sequence your project is likely to go sour.

The methodology of the process is that there are at least 5 distinct steps or stages of project development before Detailed Design even commences. At the end of each Step there should a milestone where the real decision makers are involved. 

It is very important to remember that the project development process should be decision driven and not led by the activities involved. There are three important underlying objectives that must be constantly born in mind;

· The identification and  optimization of the value of the project drivers

· The execution of just the work required to support a defined decision making process
· Continuous alignment of all the involved parties
SHORACE has been designed to help the project owner and developer and has been written on that basis.

One really important issue is that there is a steep increase in the cost of each of the project steps.

So if a total show stopper emerges during any of the Steps it is important to stop the project then and there – and perhaps reconsider the previously agreed objectives.

Scope of the Guide

SHORACE concentrates on the Shell, Optionology and Refinery but the sections on Accordancy and Execution are included for the sake of clarity although there are hundreds of publications available that deal with these aspects in more detail.
Terminology
Shorace is an acronym for the following steps that are carried out in chronological order;

1. Shell

2. Optionology

3. Refinery

4. Accordancy

5. Execution

The Shell, Optionology, Refinery and Accordancy are new terms that the author uses to describe the different early steps in Project Development. 

You will probably have heard of Value Management and Risk Assessment but may not be sure exactly what is entailed in undertaking these types of analysis. There is a Chapter on each of these concepts in the Guide and they may be ignored during the first reading of the Guide, because the techniques can be easily applied later when your project is underway.

Comparison with Historic Terminology

Readers of this White Paper may find the following Table useful. It also illustrates how confusing the old terminology is – especially as many people move about between the construction, investment and oil and gas industries.

	Step or Stage
	SHORACE Terminology
	Construction Terminology
	Investment Terminology
	Oil and Gas Terminology

	1
	Shell
	Inception
	Appraisal
	Feasibility

	2
	Optionology
	Pre-feasibility
	Appraisal
	Concept

	3
	Refinery
	Feasibility
	Investment Planning
	Front End Engineering Development (FEED)

	4
	Accordancy
	Project Plan
	Asset Creation
	Detailed Design

	5
	Execution
	Detailed design and construction
	Asset Creation and Operation
	Construction and Operation


You will find that no two engineers actually agree on the names in the table, let alone what should be undertaken during each stage. The main differences between SHORACE and the traditional approaches are as follows

· The SHORACE process is decision driven whereas the traditional approaches are activity driven

· The SHORACE process covers different ground during each stage  whereas the traditional approach does the same thing but in ever increasing detail

· The SHORACE process requires a clear go – no go decision at the end each stage, whereas traditionally the go – no go decision is made at the end of Step 3

· The SHORACE terminology is clear and unambiguous whereas the vagueness of the old terminology leads to constant debate and confusion as to what should be included in each stage

How does it work?

The project is split up into the Steps shown in the following table

The SHORACE Process

	
	STEP
	Process

	SH
	SHELL 

Normally only a Project manager is involved at this stage. He should have an impartial view on the viability of the project.
	Why are we doing this?

What exactly are we going to do?

Is it something we should be doing?
Review Board decides to Stop or Carry on


	O
	OPTIONOLOGY

 The Project team is technically challenged and intrigued.

External consultants are only used for specific tasks such as a market surveys, technical reports and cost advice.
	What is the best way of doing it?

Can we eliminate every major risk?

Will it do what we want?
Review Board decides to Stop or Carry on


	R
	REFINEMENT

Project team is now the project champion and develops the preferred option to meet all the project sponsors requirements.

Technical / engineering consultants are now required. The costly surveys and any special studies are undertaken
	Finalise the all the important project details  and 

develop the answers to every query and possible objection
Review Board decides to Stop or Carry on


	AC
	ACCORDANCY

Project team appoints the consultants and gets all the stakeholders behind the project

Major input from technical  consultants is required and the applications for consent are submitted
	Get everyone involved to agree with and back the project 
Review Board decides to Stop or Carry on


	E
	EXECUTION

Full agreement is confirmed and the project sponsor commits the business to the project
Finance is put in place
	Final Go – No by the Project Sponsor
Set up, Build and Operate




Work Summary

The work in each Step is summarized in the following table.

	The Project Shell
	Opportunity statement

Strategic fit statement

Gather the existing data

Statement of assumptions

Statement of uncertainties

Define the options

Values and trade-offs

Capex and Opex

Identify stakeholders

Strategic risk review

	Optionology
	Finalise option evaluation metrics

Identify the real options

Identify value drivers

Set risk criteria

Develop each doable option

Test the options

Deploy communication plan

Select preferred option and develop scope and outline specification documentation

	Refinery
	Finalise the scope of the selected Option

Undertake the required surveys and investigations

Prepare the concept design to match the project sponsors requirements regarding features and performance parameters. Prepare costs estimates and schedules in order to calculate the Return on Investment etc

	Accordancy
	Preliminary engineering design 

Prepare detailed project execution plan 

Undertake Value Engineering

Undertake Risk Review

Continue with communication plan

Submit consent applications

	Execution
	Final commitment of resources

The project is placed in the project execution process where detailed design and construction proceeds on a conventional basis


Applicability of the SHORACE process

There is no doubt that the bigger the project is the more complex it is and that the Shorace process will work for any size of project.

However there are many ways of skinning cats and I would not argue that another approach may be more appropriate in some circumstances.

The two most important Steps to get right are the Shell and the Optionology. The problem with many projects is that these vital steps are never carried out.
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