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Ten Steps to Comprehensive Project Portfolio Management — Part 1
An Introduction
By R. Max Wideman
This series of pgoers has been developad from ourwork in upgading TenStep's PortfolioSep! .
For more information on TenSep'sinternd conaulting methodobgy, please visit
http://www.portfoliogep.conv0.0.0PortfolioStepHomepage htm
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Introduction

Project Portfolio Management is the newest boy on the block, when it comes to the project management
training circuit these days. Actudly, it has been aroundfor afew years, butis still notwell undestoodin
modg circles and its place relative to project management itself is a subject of some debate. Infact, in
2006,the Project Management Inditute ("PMI") issued The Standard for Portfolio Management,
meaning of course, The Standard for Project Portfolio Management. S0, there are those who would like
to see it as an extenson of project management expertise. However, we don'tsee it tha way Prather, we
see it the other way round Project management is an essential tool of project portfolio management. But
we are getting ahead of ourselves.

Much of the material, recommendaionsand suggestionsoutiined in this series of pgpers have been
abdracted fromthenew content in the PortfolioStep? Version 3.0 released by TenSep that we hdped
to develop. As TenSep'spresident, Tom Mochd, noted when heannouned the new release:
"ThePortfolioSep framework is comprehensve and unique especialy in theway that it
definestheannual busness planning process where companies deerminewha work is
goingto beauthorized for thefollowing year. We also have uniqueconaepts aboutthe
work tha ismanaged in the portfolio as well as how to baance your portfolio of work to
the optimum ben€fit of your company.”

Tom aso noted that thisrelease is aligned with the new portfolio management standard from PMI but
has also added a nunmber of new conaegpts making the produd much more comprehensve and broader
than the PMI Standad. For practical and successful application of project portfolio management we
bdievetha it isnecessary to go further than simply aligning projects with corporate strategy. We
bdieve tha the success of a project portfolio isto befoundin the bendits that the produds of projects
genegate. In othe words themethodobgy mug be more comprehensve than the groundcovered by the
PMI standad.

Of course, the PMI standad is a descriptive doaument issued as a "guide'. While a methodobgy can be
deduced from such a document, based onits description of inputs, outputs, techniques and so on, wha
modg practitionas nead is aconsstent and definitive methodobgy. PortfolioStep? Version 3.0 provides
this methodobgy. PortfolioStep? Version 3.0 can begeneralized for avariety of project types, butto
provideclarity, particularly where techniques and examples are given, the primary focus of
PortfolioSep? Version 3.0 isoninformation technology and related type projects.
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Portfolio management is a busness process tha requires a set of detailed processes to be conduded in
an interrelated continuoussequence. It facilitates decision making, throughevauation, selection,
prioritizing, bdandng, execution of thework, harvesting of bendfits and feedback of results for process
improvement. It presumes tha the organization has a strategic plan, aongwith cusomary mission and
vision statements, togehe with strategic gods and objectives.

It also presumes tha no organization has sufficient resources to meet al of itsbusness needs Thisis
truein thebest of times. It certainly is even truer when times are tough Even if your organizationisa
rare onetha has all themoney it needs you seldom have the people capecity to complete everything
youwould like. Thetypica respong to managing scarce resources agang an unlimited demandisto
come up with some type of prioritization process so tha you only approveand fundthework tha will
providethe mog value

Project Portfolio Management Terminology

Many people are familiar with theterm "portfolio management” in thefinanda sense. Theterm implies
tha you manage your money in away tha maximizes your return and minimizes your risk. This
indudes undestanding the different investment aternatives available to you and picking theones tha
best achieve your overal finandal gods and strategy. One size does notfit al. Theinvestment decisons
you make when you are 30 are different from the ones you make when you are 60. In each case, you
don'tlook at each investment in isolation, butin the context of theentire portfolio.

S0, it iswith project portfolio management, but before we begin we need to introdue severa definitions
with which project management readers may notbe familiar. Thefollowingterms are defined in the
gpecific context of project portfolio management.

Portfolio Dacollection of projects, possibly induding "Other Work". We'll explain this situaion later.
Other Work BWork tha is not characterized as a project or program but which management has
determined it will indudein the portfolio management process because of its call on the same resources.
Business Case DA key doaument in theearly life of a project or program tha describes thereasonsand
thejudification for its undetaking based onits estimated cods, therisks involved and the expected
future busness bendfits and value. It provides thebasis for selection and authorization of further effort
on aproject's definition, planning and estimating.

Value Proposition — A quick one page doaument briefly describing apotential project or initiative and
itsjudification in terms of bendits. A very smplified form of Busness Case and used for very early
screening of larger potential projects.

Benefit DAn outcome of changetha is perceived as bendicial by a stakeholder.

Benefits Realization Management (BRM) D Theprocess of organizing and managing, so that potential
bendfits arisng frominvestmentsin changeare actudly achieved.

Component (i.e. componant of aportfolio) DAny "Work" that the organization has determineit will
indudein the portfolio process. Such "Work" may berepresented by the doaumentation of a Value
Propostion; a Busness Case; aProject Charter or Brief; Execution Performance Report; Work Order;
Bug Report; or smilar doaument tha implies commitment of resources.

Categorization DThegrouping of potential componentsinto categories to facilitate further decision
making.

Executive DTha pat of awhole organization or Busness Unit responsble for govenance and
stewarddhip, i.e., strategic planning, administering and managing their entire part of thar organization.
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Project Management D The management of projectsinduding entities such as a Project or Program
Management Office (PMO).

Operations DTha part of an organization responsble for the on-going deployment of produds and
services and who are also responsble for realizing the busness benefits from the produds of projects.
Steering Committee DA group of "Executive-level” clients and stakeholders who are responsble for
providing portfolio strategic guidance, prioritization and approvd of "Work" for the portfolio and then
monitoring the portfolio throughoutthe year.

Whole Portfolio Process Overview

A complete portfolio management process life cycle congsts of four mgjor sequential phases or
activities. These are: Prepare; Plan: Execute; and Harvest. There are severa thingsworth noting about
this sequence.

¥ Firstly, unike aproject that has alife span tha is often misnamed /ife cycle (a project doesn't
"cycle', it startsand it finishes), aproject portfolio is an entity tha does have atrue /ife cycle.
Tha's because the portfolio does get reviewed andits process repeated throughouttheyear and
certainly onan annud basis.

¥ Secondly, project practitionaswill befamiliar with the sequence: Prepare; Plan: Execute (and
ddiver) asit appliesto a single project. However, portfolio management starts much earlier in
the game and, downdream, mug actively deploy project outcomes and rigoroudy garner the
expected improvements.

¥ Thirdly, theoutcomes of partfolio projects are nat jus ddiverables, they are enablers Benablers
of future benefits derived through"harvesting".

¥ Fourthly, thehavesting activity indudes thereaping of the ben€fits, gahering daa onthe actud
bendits redlized, assessing value and feeding the findingsback into the preparation phase of the
portfolio process. All of thisisto establish continuousimprovement, and thuscompleting the
portfolio cycle.

¥ Fifthly, not many organizationscondud this entire process as jus described, especially
induding rigorousharvesting. Thisis simply because of thedifficulties of managing across
major organizationd boundaiesin traditiond "stovepipe" structures.

In asense, thefour major phases of partfolio management described abovemay belikened to four levels
of organizationd maturity. Only those organizationstha actudly conduda all four phases successfully,
and are truly effective in modifying theinputstrategies asin "continuouslearning", have reached the
highest level of project management organizationd maturity.

Your Organizational Environment

Themajor organizationd boundaies tha we jus spokeof are thos beween theclassical divisonsin
mog organizations These divisionstha make up the organization may becharacterized in three patsas
follows.

1. Executive: Tha pat of awhole organization or Busness Unit tha isresponsgble for
stewarddhip, i.e,, strategic planning, administering and managing the whole unit. It indudes such
roles and responsbilities as administration, busness development, finance, human resources,
information technology, legd, marketing, and so on. It should also indudethe responsbilities of
portfolio management.
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2. Project Management: In its geneal sense, that pat of an organization responsble for managing
aproject frominceptionto closure as evidenced by successful ddivery and trander of the
project's produd into the care, cugody and control of the Client or Cugomer. This part of the
organization may indudeprogram management or a project or program management office
depending on how this pat of the organizationis structured.

3. Operations: Tha part of theorganization responsble for the on-gaing deployment of produds
and services and realizing the corresponding busness benefits.

We have highlighted themain parts of an organization in this way because each of these groupshas a
very different management responsbility and perspective tha you need to undeastand to see how
portfolio management fits into the overall scheme of things It is also important to undestand tha
withoutthefull coopeationof al three, it isnotpassible to reap thefull value of portfolio management.

Of coursg, if portfolio management is being deployed on alimited basisin asingle department, these
three pats may all come "unde oneroof’ so to speak, and coopeaation may be easier to manage
However, thedifferent perspectives will till exist in themindsof those with the different roles within
the department.

While we have suggested tha the Executive, or senior management, should beresponsble for portfolio
management, that may beahard sell because any additiond management is an overhead and cogs
money. Moreover, the Executives of mog organizationsare typicaly encumbered with scarce resources,
toolittle time and too much information. Thisis particularly true when they are faced with more project
proposls or oppotunities than they can handle.

In many organizations no onequite knows how many projects are currently active, the "project
pipdine' is getting choked, management is fragmented and projects are nat getting done In al of this,
the chances are tha optimumvalueis notbeng obtained fromthe whale effort. In short, nooneis
making value assessments aboutwhat the projectswill yield and whether all of thisis pointingin the
rightdirection for theorganization.

So thetendency isto push theresponsbility over to the project or opeationslevels. This may be sound
onatria basis, butsoone or later thiswill notbe sufficient. Tha's because a very important factor in
deriving success, isthetype of people who make the selection decisions Portfolio management is very
senior work because the pumposisto yield afocused corporate payoff and gan supeaior or compeitive
advantage

Portfolio management is notjug aboutselecting and monitoring individud projects Dit's aboutkeeping
thewhole of thework of the portfolio in perspective, focused and optimized.

The Ten Steps

Themajor phases of the project portfolio management process can be broken down into ten logical
"steps' ("phases’ or "stages" depending on your preferred termindogy). However, before these make
sense, and before you start the planning and executing portionsof the process, you mus have a clear
undestanding of two fundamental areas:
1. Youmug grasp the naure and extent of thework tha you want to manage as a portfolio. Once
thisis defined, you will have established the scopeof your portfolio
2. Youmug reach agreement onthethingstha are important to your organization so tha you have
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the context to make work prioritization and baandng decisions

Ten stepstake all of thisinto accountand they do not assume tha you have any of the prerequisite
information ahead of time. Thefollowing table, Figure 1, shows each of these steps where the

responsbility fallsin theorganization.

Step | Description Responsibility

1 Portfolio Setup & Executive Management &
Categorization Portfolio Management

2 Identify Needs & Portfolio Management
Opportunities

3 Evaluate Options Ditto

4 Select Work Ditto

5 Prioritize Work Ditto

6 Balance and Optimize the Ditto
Portfolio

7 Authorize the work Ditto

8 Plan & Execute Work Project Management
(Activation of Projects,
Programs, & Other Work)

9 Report on portfolio status Project Management & PMO

10 | Improve the portfolio Operations Management,
(Launch products, harvest Executive Management,
benefits, feedback and & Portfolio Management
change strategy)

Figure 1: The complete Portfolio Management Process in Ten Steps

Asyou can see from thetable, managing a busness portfolio ultimately invaves thewhole organization
if thetruevaueof theportfolio management effort itself isto berealized in theform of valuable
bendfits. By theway, each of the stepslisted in thetable are congstent with the sequence recommended
by the Project Management Ingitute's Standad for Portfolio Management.

Y ou can see therelationship between theten stepsand the project partfolio life cycle in thefollowing
chat, Figure 2:

Categorization Evaluation Prioritization Authorization Reporting Benefits
and and and and + +
Identification Selection Balancing Activation Review Change
Prepare Plan Execute Harvest

Figure 2: The Ten Steps in relation to the Portfolio Life Cycle
Coming next

In Part 2 we will examinethe Project Portfolio Management Life Cycle andits ten steps
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