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Chapter 1

What Is Project Portfolio Management?

INTRODUCTION

‘‘I don’t understand, why aren’t these projects delivering as they

promised?’’

This familiar cry has been heard from business leaders and project

managers for some time now. Thousands of books and articles offer

answers to this question, but the frustration continues. An idea that is

gaining ever more traction in answering this question is Project Portfolio

Management—the concept of focusing on the selection and management

of a set of projects to meet specific business objectives. But when business

leaders and project managers review this concept of PPM, their response

is often: ‘‘This portfolio management stuff sounds way too simple. It just

can’t be the answer!’’

However, this response itself begs a question. If PPM is so simple and

self-evident, why does it have such limited traction in organizations that

are apparently so in need of its help? The logic of simply reviewing all

projects underway in an organization, making sure they meet business

needs, align with strategy, and provide real value does seem self-evident.

Practice and observation tells us that PPM does work, when properly

implemented. Unfortunately, what our experience tells us is that a lot of

the time, it’s the implementation of PPM that leaves much to be desired

and results in responses such as:

� ‘‘This process is too complex.’’
� ‘‘We don’t have time to go through all this business case stuff—we

need to get to work!’’
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� ‘‘This process is really needed for our organization’s business proj-

ects, but mine are different and don’t need to go through all those

steps.’’

Apparently PPM isn’t so self-evident after all. So what do we do?

Business leaders want the business to be successful. They want sound

business processes they can depend upon. Project managers want their

projects to be successful, so the company will be successful. So it sounds

like we’re all on the same page, right? Wrong. Here’s where the age-old

dilemma rears its ugly head for the business leader and project manager

alike—there are limited resources, lots of ideas and projects, only so much

time in a day and . . . oh yes, things keep changing.

This is when it becomes important for us to be able to make tough

decisions: which projects do we invest in (and over what timeframe) to be

successful? This requires good facts to make the right decisions. We need

to be able to examine the facts when changes and issues arise that require

a decision be made and acted upon. And these facts need to be weighed

against our gut feel for the situation (sometimes called ‘‘experience’’)—by

both business leaders and project managers—and then a decision made.

This, too, may seem to be self-evident, but is it really? So, how do we get

the facts and data we need? And how do we know we’re making the right

decisions?

This is where the power of PPM comes into the picture. PPM forces us to

think strategically: what we want our organizations to be, and what we

should be doing to get there. But it’s not an easy fix. When implemented

properly, PPM often requires organizational change across the business,

and that can be very difficult to carry through. However, as this book

demonstrates, the potential benefits for the business can be immense.

SUCCESSFUL PPM

PPM invariably changes the culture of the business because it demands

we ask the hard questions. Five such questions rise to the top of the list

and will be explored in depth in the chapters that follow (see Figure 1.1).

Your ability to answer these questions accurately will determine how well

you’ve implemented PPM in your organization:

1. Are we investing in the right things?

2. Are we optimizing our capacity?
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3. How well are we executing?

4. Can we absorb all the changes?

5. Are we realizing the promised benefits?

THE FIVE QUESTIONS IN BRIEF

Let’s take a brief look at the five questions we will explore in depth later.

‘‘Are we investing in the right things?’’

Any task, activity, project, or program requires either money, equipment,

material, people’s time, or some combination of these. And when you look

at it, the equipment, material, and even people’s time can be readily

converted to a common unit of measure: money. Therefore, since PPM is

looking at these things as a whole, and they all take money in some form,

Figure 1.1 Five key questions that successful Project Portfolio Management
addresses.

The Five Questions in Brief 5
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PPM enables us not only to know howwell we are doing on our projects,

but also gives us the information we need to decide what we can do to

stay in tunewith the demands of themarketplace and emergent situations

in the business. This may involve moving people from one project to

another to meet emergent demands and knowing just what the impact

will be on all of our projects as well as our entire business. It also enables

us to know when to stop throwing our money at projects that just aren’t

producing the expected results.

The world is dynamic. PPM is as well. And just as it’s important to

know how well projects are performing according to plan, it is also

necessary to know how well PPM is performing—how mature, efficient,

and effective PPM practices are in our organizations. To understand our

PPM performance, we need to assess where PPM is now in our organiza-

tion and what pieces are missing. Equally important is creating a clear

view of this current state and gap assessment to ensure that we can

progress on a defined path in adding those missing pieces. Ideally, the

assessment results will show that our organization is on a process

improvement path with ever increasing effectiveness toward the govern-

ance of our portfolio.

One approach to establishing the clear path is the development of a

Project Governance Process Map (see Chapter 5 for an example). Simple

process workflow tools, such as Visio1, are underappreciated tools in the

arsenal of the PPM professional. (We’ve heard practitioners claim to

be able to ‘‘conquer the world’’ of PPM practice with just Excel1 and

Visio1.) A Project Governance Process Map is a diagram that depicts all

the funding and governance steps and checkpoints that our organization

has currently established for the project funding lifecycle. The completion

of the map enables us to understand where we can improve the process.

We discovered, for instance, that the business case for a specific project

can be compelling, but unless we can see the pipeline of projects, it is

difficult to make the best decision for the company in the long run.

Foundational Tool

The Project Governance Process Map

The Five Questions in Brief 11
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We’ll look at the Project Governance Process Map in more detail in

Chapter 5.

‘‘Can we absorb all the changes?’’

Ideas for new changes to our business processes, products, organizations,

computing systems, and so on simply seem to have no end. However, not

every idea is a good one. And not every good idea should be implemented

right now.

This is what the fourth question in PPM addresses. Given the limita-

tions of what resources we have, as we talked about in question two, and

the need to track performance against plans, discussed in our considera-

tions of question three, PPM allows us to determine what the right thing is

to do at just the right time for the biggest benefit.

It gets back to having the facts in order to make good decisions.

What we have seen all too often is that we decide tomove forwardwith a

project solely on the merits of the individual project, while hoping the

business can do the job. Without a way of looking at the landscape of

projects, it is virtually impossible to know if a new project can even be done

given the availability of our current resources for it to gain the company

any benefit at all.

Another way to look at it is from a nautical standpoint. As an admiral

of a fleet of ships, I make the decisions on when to launch my ships

and where to send them. Oh yeah, one little detail: we haven’t yet

invested in a tracking system for the fleets—but we’re considering it! So

I have no way of tracking where all the ships are at any given time. Now

back to my plans: I can look at my ships and crew for launch whenever

they are ready, and then give the order to launch. Or I can look at the

whole of my fleet, review my strategy and purpose for the fleet, and then

deploy the right ships to the right places to effectively execute the

desired job. Oh, that’s right—I don’t have a way to know where my

Lesson Learned

Individual project business cases can

be compelling, but we need to look at

the entire portfolio pipeline to determine

the best course of action for the company.
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ships are; . . . oops, we’re definitely going to have to give that tracking

system another look!

Through experience, we have found there are several different types

of change we need to consider when looking at whole portfolio as well

as individual projects. There’s change that impacts technology, there’s

change that impacts physical assets (such as real estate), and then there’s

change that impacts people. It’s this last category that really matters,

as it’s only people who get unsettled by change. Technology and physical

assets don’t have emotions. So our focus needs to be on the types of change

we’re driving onto people, and over what timeframe. There’s clearly a

world of difference between people undergoing change once a year com-

pared to once a month.

Chapter 6 outlines a fact-based methodology that enables us to look

at change in terms of what (the degree of disruption), when (the timing

of these changes), and who (both individuals and groups of people) is

impacted. This methodology allows us to present our change analysis,

along with recommendations, to our decision makers. Once we’ve started

the change process and controlled the impact of change across our

business, we will be able, slowly and controllably, to increase the capacity

of the entire organization to handle more change.

We’ll explore this question further in chapter 6.

‘‘Are we realizing the promised benefits?’’

Now that we’ve launched our projects, the payoff to all our hard work will

just happen! What? You say that isn’t necessarily so? Why not? Didn’t we

knowwhat the benefit of doing the project would be? Didn’t we have a way

to keep tabs on the project’s impact on the object of change? Didn’t the

money just roll in?

This brings us the final key question that PPMaddresses. Or as the lady

said in the old television commercial: ‘‘Where’s the beef?!’’

Lesson Learned

Change may impact technology, physical

assets, or people. People are the ones who

get unsettled by change.

The Five Questions in Brief 13
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Effective PPM enables us to knowwhat benefits to expect from a project

and to track the realization of those benefits as the project progresses.

Realizing benefits in practice is dependent on deliberate management

action: staffs need to be trained to use the system and to exploit its

capabilities; business processes need to be reengineered; and resources

need to be redeployed. Unless this happens, the full potential benefits of

our investments may not be realized. It is this problem that benefits

realizationmanagement seeks to address. Chapter 7will explore this topic

further, including examining the ‘‘benefits puzzle’’ and ‘‘The 10 principles

of effective benefits realization management.’’

The 10 principles of effective benefits realization management

� Benefits must be placed at the center of the portfolio management

and investment appraisal processes: funding should be linked to

benefits forecasts, and key stakeholders should be clear about what

benefits they are buying.
� Benefits realization starts with the Business Case: ensure that the

business case includes all activities and costs required to realize the

forecast benefits.
� Funding allocations should be incremental, and continued funding

should be directly linked to the latest benefits forecast: regular check-

points (stage gates and portfolio level reviews) should be built in so

that if benefits fall away, budgets can be adjusted accordingly.
� Where possible, ‘‘book’’ the benefits early: by cutting budgets, limit-

ing headcount, and targeting unit costs, and by including them in

divisional and individual performance targets.
� Optimism bias is a reality: benefits tend to be overstated and are

often little more than unsubstantiated assumptions. Such claims

must be robustly scrutinized and challenged.
� Benefits should be validated wherever possible to ensure they are

realizable, by making sure that the recipients and those who will be

responsible for delivering the business changes on which benefits

realization is dependent agree that they are truly benefits.
� Capture all forms of value added: efficiency (both time and financial

savings), effectiveness (improved performance), foundation/potential

opportunity value, and the value represented by the avoidance of

‘‘things gone wrong.’’
� Benefits need to be actively managed, to ensure that forecast bene-

fits are realized (especially important where those benefits are
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dependent on business change) and to capture benefits that were not

anticipated at the Business Case stage.
� Plan and manage benefits realization from a business rather than a

project perspective: benefits are usually dependent on business

change and may not be realized until after project deployment has

been completed and the project team has disbanded.
� Utilize summary documentation and leverage the Pareto principle:

short summary documents (business cases, benefits reports, and

so on) convey the salient facts far more effectively than long

documents.

PROJECT PORTFOLIO MANAGEMENT DEFINED

Okay, enough with the questions. So just what is project portfolio man-

agement? Rather than reinvent the wheel, we’ll draw onwhat exists in the

literature today for a succinct definition (Project Management Institute,

2006):

The centralized management one or more portfolios, which includes identi-

fying, prioritizing, authorizing, managing, and controlling projects, pro-

grams, and other related work to achieve specific strategic business

objectives.

PPM accomplishes its purpose by adhering to some fundamental

actions. PPM:

� Ensures that projects and programs align with the strategies, goals,

and objectives of the business
� Communicates project and program details, including costs and

benefits
� Manages projects and programs as a whole, providing a holistic,

systems approach to business projects

Foundational Principle

PPM ensures the alignment of projects

with strategies, communicates project de-

tails, and manages projects holistically.

Project Portfolio Management Defined 15
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Now wait a minute, you say. You’ve heard about portfolios, but have

you heard about the different types of portfolios that can be found in

business? And how are they different? Quite simply, from a management

perspective, they aren’t different. The bottom line is that it’s all about

effectively managing the work a business is doing that costs money with

an eye toward fulfilling the strategic goals and bringing financial and

nonfinancial benefits to the company.

The following are some of the many variations on the theme of portfolio

management found throughout organizations today:

� Project Portfolio Management (naturally!)
� Application Portfolio Management
� Product Portfolio Management
� IT Portfolio Management
� Asset Portfolio Management
� Enterprise Portfolio Management
� Investment Portfolio Management
� Investment Management
� Resource Portfolio Management
� Options Management
� Pipeline Management
� Software Portfolio Management
� Governance Process

PPM is about action, so that’s what we’ll focus on. This book will not

delve into how business strategies are developed. There are plenty of

books and articles to help you do that. PPM acknowledges that strategy

development is not just a linear process, and that strategy makers need

feedback on how the strategy is working. This is one of the critical roles of

PPM. By informing strategy makers, PPM makes strategy development

and maintenance a more interactive process.

In performing its role in capacity management, PPM provides infor-

mation on resource allocation and its impact and affect on strategy and

the other projects in the portfolio.

Foundational Principle

PPM is about action.
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As mentioned before, implementation of PPM is not easy. We hope

this book will help the reader to identify blind spots when attempting

to implement PPM through the authors’ sharing the lessons we have

learned through the school of hard knocks. This book will not go into the

detail of planning a project, but should provide some critical success

factors (our ‘‘aha’’ moments) to effectively implement PPM.

THE PPM PLAYERS AND ROADMAP

Now, youmay be saying to yourself, ‘‘Yeah, I can see how PPMwould work,

but I can’t get the whole company to agree to use it.’’ Well, that’s why we

wrote this book—to help you build your story about why PPMworks and, in

particular, how it has worked in our organizations. We can say, without

qualification, that PPM can work at an organizational, business unit, or

enterprise level. Ideally, we know it works best if it can be implemented

enterprise-wide, but we have not seen this happen very often in real life.

In fact, this brings up a topic we will cover more in Chapters 8 and 9—

there is, and is not, just one portfolio. ‘‘What?!’’ You heard right. From the

perspective of the enterprise, all projects are in the one enterprise port-

folio. However, each business unit and organization has a piece of that

portfolio that theymanage using the PPMprocess, and each of those pieces

is a portfolio as well (the business unit and/or organizational portfolio).

Most companies do not attempt to run all their projects at the enterprise

level; that would be crazy. It turns out that PPM is actually a set of tiered

portfolios (as opposed to what some might say are really ‘‘teared’’ port-

folios, given the work involved). What determines the movement of proj-

ects from one portfolio to another is thresholds (see Figure 1.2).

The critical factor to understand here is that you don’t need to imple-

ment PPM at the enterprise level to see the benefits of PPM. Sure, it may

be easier if everything is aligned throughout the enterprise, but running a

company would be easy if things never went wrong. We’ll get into the

details of how this all works a bit later. If you want to see right now, just

turn to Chapters 8 and 9 and it will make more sense.

Foundational Principle

There is and is not just one portfolio. It’s a

tiered thing.

The PPM Players and Roadmap 17
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Figure 1.2 Projects are screened and selected in tiers, first at the business unit or
organizational level, and then at the enterprise level (assuming the organization
practices enterprise PPM).

Foundational Principle

You don’t need to implement PPM at the

enterprise level to see the benefits of PPM.

18 WHAT IS PROJECT PORTFOLIO MANAGEMENT?
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THE PPM PROCESS VIEWS

We may view the PPM Process from several different angles. We earlier

looked at some of views of portfolios with relation to the enterprise. Now

let’s take a look at the process itself. Figure 1.3 shows the PPM Process

in a general flow without specifying roles and responsibilities. As you can

see, the process is iterative until we get to the closeout of the projects.

Figure 1.4 shows the PPM Process in a ‘‘swimlane’’ format detailing

specific products and deliverables, as well as responsibilities. We will

go over the swimlane chart in more detail in chapters 8 and 9.

A FEW MORE QUESTIONS TO GET THE
MENTAL SYNAPSES FIRING

Whenever you read a newspaper or magazine article you will see the

author attempt to answer six key questions, also known as the ‘‘Five Ws

and One H.’’

� Who?
� What?
� When?
� Where’’
� Why?
� How?

It only seems appropriate in exploring what PPM is that we look briefly

at the ‘‘Five Ws and One H.’’ Here goes.

Who?

Who can really use the PPM process? The answer:

� The ‘‘C-Level’’ executives
& CEOs: Chief Executive Officers
& CFOs: Chief Financial Officers
& CIOs: Chief Information Officers
& CTOs: Chief Technology Officers
& CSOs: Chief Strategy Officers
& CPOs: Chief Portfolio Officers

A Few More Questions to Get the Mental Synapses Firing 19
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� Non-C-Level executives
� Department heads
� Managers
� Supervisors
� Portfolio managers
� Senior project managers
� Project managers
� Program managers
� Lead engineers
� Systems engineers

What?

What should you use PPM for? The answer, managing:

� Multiple projects
� Multiple programs
� Assets
� Software applications
� Investments
� Resource allocation
� Capacity
� Products

When?

When should PPM be used? The answer:

� You have more than one project or program
� A decision needs to be made about:

& Ideas or proposals moving to the business case and detail plan-

ning phase to compete for a slot in the portfolio as a project or a

program
& Projects or programs going forward
& Projects or programs being ‘‘killed’’ or put ‘‘on hold’’
& Resource allocations are at issue between projects or programs
& Strategies change
& Business conditions change
& The market changes
& Mergers
& Acquisitions

22 WHAT IS PROJECT PORTFOLIO MANAGEMENT?
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& Divestitures
& Joint ventures
& Buying, building, decommissioning, or disposing of facilities, equip-

ment, or material

Where?

Where is PPM used? The answer:

� Nonprofit businesses
� For-profit businesses
� Government agencies and departments
� Universities and colleges
� Utility companies
� Investment firms (naturally!)
� Law firms
� At the enterprise level
� At the business units level
� At the organizations level
� At the discipline level

Why?

Why use PPM? The answer:

� PPM accomplishes its purpose by adhering to some fundamental

actions. PPM:
& Ensures projects and programs align with strategies, goals, and

objectives of the business.
& Communicates project and program details, including financial

costs and benefits.
& Manages projects and programs as a whole. It’s a holistic, systems

approach to business projects.

How?

How do you decide whether to use PPM or not?

� Engage in conversation and discussion with:
& Executives
& Managers

A Few More Questions to Get the Mental Synapses Firing 23
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& Project managers
& Program managers
& Subject matter experts

� Develop a business case with options for managing the items under

‘‘When?’’

CHAPTER SUMMARY

Foundational Principles

� Demand-side resource management must balance with supply-side

resource management.
� PPM ensures alignment of projects with strategies.
� PPM communicates project details.
� PPM manages projects holistically.
� PPM is about action.
� There is and is not just one portfolio. It’s a tiered thing.
� You don’t need to implement PPM at the enterprise level to see the

benefits of PPM.

Foundational Tools

� The business case
� The project governance process map

Lessons Learned

� Even ‘‘mandatory’’ projects have options.
� Engaging business leaders in an open, fact-based dialogue is a key

outcome of PPM.
� When seeking to implement resource management for the first time,

focus on a staged approach, using quick wins to build momentum and

buy-in.
� Individual project business cases can be compelling, but we need to

look at the entire portfolio pipeline to determine the best course of

action for the company.
� Changemay impact technology, physical assets, or people. People are

the ones who get unsettled by change.

24 WHAT IS PROJECT PORTFOLIO MANAGEMENT?


