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Welcome! 

Welcome to the Business Environment domain! Many new project managers focus only on schedule, 

budget, and tasks. Great project managers, however, understand the "big picture"—the world inside and 

outside the project that determines its ultimate success. This worksheet will help you master these 

critical concepts. 

 

Part 1: The Two Pillars of the Business Environment 

Every project exists for a reason and has rules to follow. These are the two most fundamental concepts: 

Value and Compliance. 

1. What is VALUE? 

• Simple Definition: The net benefit that the project's result provides to its stakeholders. It’s the 

"why" we are doing the project. 

• PMBOK 7 View: Value is the "worth, importance, or usefulness of something." It is the ultimate 

indicator of project success. Value can be tangible (money saved, revenue generated) or 

intangible (brand reputation, customer satisfaction, improved morale). 

• Analogy: You're building a new mobile banking app. 

o The Output is the app itself (the code, the design). 

o The Outcome is that customers can now bank from anywhere. 

o The Value is increased customer loyalty, reduced costs for the bank (fewer tellers 

needed), and a competitive advantage in the market. 

Think About It: For a project to build a new community park, what is the output, the outcome, and 

the value? 

• Output: ____________________________________________________________________ 

• Outcome: __________________________________________________________________ 



• Value: _____________________________________________________________________ 

2. What is COMPLIANCE? 

• Simple Definition: Following the rules. These can be laws, regulations, contracts, or internal 

company policies. 

• Rita's View (The Cost of Compliance): Rita emphasizes the "Cost of Quality" concept, which 

applies perfectly here. 

o Cost of Conformance (Doing it right): Money spent to prevent non-compliance. This is a 

good investment! Examples: training on new regulations, safety equipment, quality 

audits. 

o Cost of Non-Conformance (Failing to do it right): Money spent because you failed to 

comply. Examples: Fines, lawsuits, rework, loss of reputation. 

• PMP Exam Tip: The cost of conformance is almost always less than the cost of non-conformance. 

Proactive PMs plan for compliance! 

Match the Compliance Type to the Example: 

Compliance Type Example 

A. Regulatory 

(Law/Gov't) 

Your project must adhere to the agreed-upon delivery dates and quality 

standards in the client agreement. 

B. Contractual 

(Agreements) 

A construction project must follow local building codes and 

environmental protection laws. 

C. Organizational 

(Internal) 

Your project must use the company's official branding and follow the 

internal project status reporting procedures. 

(Answers: A -> Building Codes, B -> Client Agreement, C -> Internal Procedures) 

 

Part 2: Seeing the Big Picture - The Project Environment 

Your project doesn't exist in a bubble. It's part of a larger system. 

1. The Business Environment (Internal & External) 

• Internal Environment: Factors within your organization that affect the project. Examples: 

Company culture, available resources, technology, organizational structure. 



• External Environment: Factors outside your organization that affect the project. Examples: The 

economy, competitors, market trends, government regulations, social trends. 

• PM Tool - PESTLE Analysis: A simple way to scan the external environment: 

o Political 

o Economic 

o Social 

o Technological 

o Legal 

o Environmental 

2. Systems Thinking & The Value Delivery System (PMBOK 7) 

• Systems Thinking: The ability to see your project as one component in a larger system. A change 

in one part affects all the other parts. 

o Analogy: Your project is like the heart. It's vital, but it can't function without the lungs 

(Operations), the brain (Leadership), and the circulatory system (the Organization). 

• The Value Delivery System: This is how organizations use projects to create value. 

o Portfolio/Strategy: Leadership decides "We should enter the electric vehicle market." 

o Program/Project: A program is launched to create a line of EVs, which includes a project 

to design the first car model. 

o Operations: The factory builds the cars, and the marketing team sells them. 

o Value Realization: The company gains market share and profits, and customers get 

environmentally friendly transportation. 

Quick Question: Your project is to create a new employee training program. How does this project fit 

into the organization's larger "system"? What other departments might be affected? 

 

 

 

Part 3: Managing Change - The Only Constant 

The business environment is dynamic. A great PM doesn't fear change; they manage it. 



1. Evaluate External Changes for Impact on Scope 

• Scenario: You are managing a project to build a new data center. The government suddenly 

passes a new data privacy law (an External Business Environment Change). 

• Your Job as PM: 

1. Identify: Recognize the change has occurred. 

2. Analyze: Evaluate its impact. How does this law affect our data center design? Our 

security protocols? Our budget and timeline? This is an Impact on Scope. 

3. Respond: Propose a change request to update the project plans, scope, and budget to 

ensure Compliance. 

2. Support Organizational Change 

• Many projects create organizational change. For example, implementing a new software system 

changes how people do their jobs. This can be met with resistance. 

• Organizational Culture: This is "the way we do things around here." Is your company innovative 

and risk-taking, or cautious and traditional? Your project approach must align with the culture. 

• Change Models (ADKAR®): A simple and powerful model for helping people adopt a change 

your project is introducing. 

o Awareness: Do people know why the change is happening? 

o Desire: Do they want to support the change? What's in it for them? 

o Knowledge: Do they know how to change? (e.g., training) 

o Ability: Do they have the tools and time to implement the change? 

o Reinforcement: What will keep the change from being forgotten? (e.g., rewards, new 

metrics) 

Worksheet Activity: Your project is replacing all office desktop computers with laptops to enable hybrid 

work. Using ADKAR, list one action you could take for each step to help employees adopt this change. 

• Awareness: _________________________________________________________________ 

• Desire: ____________________________________________________________________ 

• Knowledge: ________________________________________________________________ 

• Ability: ___________________________________________________________________ 

• Reinforcement: _____________________________________________________________ 



 

Part 4: Putting It All Together - Scenario Challenge 

Read the scenario and answer the questions below. 

Scenario: You are the project manager for "Green-Build," a project to construct a new corporate office 

building. The project was planned with standard materials. Six months into the project, the city 

government announces a new "Green City" initiative, offering major tax breaks for buildings that achieve 

LEED Gold certification (a high standard for environmental sustainability). Your company's executive 

leadership is very excited about the potential positive PR and tax benefits. However, achieving this 

certification will require significant changes to the building materials and design, increasing the cost by 

15% and delaying the schedule by four months. 

1. Identify the Concepts: What key concepts from this worksheet are present in this scenario? 

(Hint: There are at least four). 

 

2. Compliance & Value: Is the "Green City" initiative a compliance issue or a value opportunity? 

Explain your reasoning. 

 

 

3. Your First Step: As the project manager, what is the very first thing you should do after learning 

about this? 

 

4. Systems Thinking: How might this change impact other parts of the organization outside of your 

project? (e.g., Finance, Marketing, Operations). 

 

 

Key Takeaways & PMP Exam Tips 

• Value is the "Why": Always connect project activities back to the business value they are 

supposed to deliver. 

• Compliance is Non-Negotiable: Plan for it, budget for it, and treat it proactively. 

• Look Outside the Project: A PM's job is to scan the internal and external environment for 

opportunities and threats. 



• Change is an Opportunity: Be prepared to analyze the impact of changes and guide your team 

and stakeholders through them. 

• Think Like a Business Leader: The Business Environment domain is all about thinking beyond the 

triple constraint (scope, schedule, cost) and understanding how your project contributes to the 

organization's success. 

Great job! Understanding the Business Environment is what separates a good project manager from a 

great one. 
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