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THE REASON FOR THIS BOOK 

This book exists to fill a gap in the current literature on project and portfolio management (PPM). Much has been written around theory of PPM, and there are a number of more technical books on the nuts and bolts of PPM technology. This book ties the theory and technology together, primarily for an executive audience, with the goal of enabling a productive organization. Executives don’t need to understand all the granular detail of the technology, but there is a need to understand the latest thinking in PPM and how far both the discipline and the technology has moved beyond the simple Gantt chart. This book looks at the latest developments in a dynamic field that is critical to organizational success.

The book also takes a real-world look at the challenges of PPM, using case studies throughout the chapters, and examines not just how PPM should be done, but maps out ways to get there using a measured and pragmatic approach.




How the Book Is Organized 

The first four chapters highlight the benefits of project portfolio management. The first two chapters focus primarily on the high-level strategic perspective in terms of creation of business goals and alignment of projects to them. Chapters three and Four emphasis benefits from disciplined planning and cost focus.

Chapters five, six, and seven together serve as a guide for best practice implementation.

Chapters eight, nine, and ten expand on the prior chapters to explore the need for effective communications structures, people-centric  processes, together with appropriate use of workflow, and process overall.

Chapter eleven takes a more theoretical look at project management, surveying the key perspectives.

Chapter twelve looks at future trends across project and portfolio management, combining a business and technology perspective.

Case studies and call-outs on topics of interest are positioned in the appropriate chapters.




 THE VALUE TO THE READER 


The Executive 

Executives in relatively large organizations are the primary audience for this book. They will quickly be brought up to speed on the latest thinking and benefits on project and portfolio management, from strategic goal setting and alignment to the latest thinking on postmortem processes. The book shares insights from multiple disciplines, including psychology, to explore the most effective way to think about a project portfolio in an organization. They will understand how technology can be used to support these efforts and magnify the benefits of a well-functioning organization.

Case studies provide examples from different industries and geographies to highlight the real-world implementation and best practices around the concepts discussed.

Key questions at the end of each chapter provide a mechanism for the executive to tie the content in the chapter back to their organization, and references are provided for some of the more technical concepts discussed.


The IT Professional 

The IT Professional will learn more about the business context of project portfolio technology and best practices for successful implementation from the numerous case studies. The range of the case studies provides  a way of thinking about how systems can be refined and tailored to the needs of different groups and teams.

The final chapter discusses future changes in the project portfolio management discipline, while the later chapters examine the link between project portfolio management and other systems and tools.


The Project or Portfolio Manager 

The book offers insight into the broader strategic context of project and portfolio management and ways to grow support and enthusiasm for both the process and technology within the organization. Case studies enable learning from other organizations, and the book contains a number of tips and tricks that the project or portfolio manager will find useful in their day-to-day role to align their work with the key goals of the business they support.
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Introduction

Organizations that outperform do so because of a combination of strong execution and great strategy. Lack of either results in failure. Effective portfolio management helps achieve outperformance, making your strategy real through organizational change. Significant advances in technology have made portfolio management an area where technology can enable a truly productive organization.

Project management is a challenging discipline, but relatively well understood. Realizing the full benefits of portfolio management is harder, partly because the technology has evolved in recent years so the opportunities for advancing portfolio management are not well understood, but also because implementing a portfolio management process can become complex. To minimize this complexity, it is necessary to approach portfolio management in a well-phased, results-oriented, and inclusive manner.

Portfolio management software is part of a larger business process, as is most enterprise software, and to be broadly successful, portfolio management must reflect that broader process. No one expects software alone to create organizational change, but the challenge of introducing portfolio management within an organization is often underestimated and oversimplified. Knowing where technology can assist, and what organizational processes are required, is critical to portfolio management success. This is particularly true in the context of the rapid innovation related to portfolio management. Long term, technology and organizational process must match. Yet there are situations where technology can serve as the catalyst for organizational process improvement.

A key area for improvement is proposal submission. Project ideas, often called project proposals, within organizations are frequently ad hoc and lack formality. Lack of a well-thought-out process will reduce the  number of proposals, or inputs, into the portfolio selection process. As with most processes, reducing the number of inputs can reduce the quality of the outputs. Having a limited list of ideas hampers any project portfolio. In the extreme, if the number of ideas you have matches the number of projects you can complete, then the portfolio selection process is obsolete. Without a list of ideas larger than you can do, you cannot make trade-offs between ideas. You would just implement all ideas, and the quality of the portfolio will suffer.

There is no shortage of innovative talent within the organization. The challenge is to harness this talent effectively. It is efficient to harness this asset, which organizations already have but are not fully using. Harnessing innovative ideas is challenging, but, if done well, it can be a rewarding part of everyone’s job.

A robust portfolio selection process is a valuable component of this process. In order to achieve this, projects must be aligned with the strategic goals of the business. Ad hoc selection processes will not yield the best outcome and will not manage resources effectively. Making critical changes to portfolio selection ensures that all projects target results consistent with the organization’s strategic direction.

The power of technology can support the project and portfolio management process. Communication is key and has multiple benefits, including avoiding duplication of effort, better knowledge sharing, and faster decision making and information dissemination. Workflow can underpin project processes and reduce overhead. Workflow can also help spread and entrench best practices within an organization. Technology can drive transparency across the portfolio process. The importance of a transparent organization goes beyond portfolio management. Transparency can drive broad acceptance of the portfolio management process. Ultimately, portfolio management software with proper training, adoption, and facilitation offers many opportunities for an organization to become more productive by focusing on the right objectives and executing them well.

The online resource associated with this book is www.strategicppm.com, which contains further detail on many of the topics discussed.




CHAPTER  1

Obtaining the Best Ideas

Innovation is the central issue in economic prosperity.

Michael Porter




THE COST OF WASTED IDEAS 

In any organization, every employee possesses a unique viewpoint. These viewpoints create a tremendous opportunity. Under Toyota’s production system, which is seen as world class, not utilizing these employee ideas is actually seen as a form of waste (Ohno, 1988). This waste is placed in the same category as using more raw materials than are required, or the inefficiency of having to repeat a process due to a poor quality outcome. Thinking of failure to act on employee ideas as a form of waste helps to define the opportunity for more effective portfolio management.

Employees have many ideas for improvement of the work that impacts them. Some of these may be raised in the form of questions to the manager. Why do we do it this way? Some may occur over lunch, in  hallway conversations, or while the employee is performing routine tasks. Many of these improvements can be made by employees on their own without the need for additional resources. Some of these ideas might entail 20 minutes of work to implement; some might require a 20-year effort. Some ideas might not merit any action when compared with other business options that meet the same need.

Although there is clearly no shortage of ideas within an organization, unfortunately, these ideas are seldom captured in most organizations, except in the few cases where a handful of employees are sufficiently entrepreneurial to drive their own ideas through to implementation. This can happen in spite of the organization, rather than because of it. Organizations are effective at focusing employees on their daily tasks, roles, and responsibilities. Organizations are far less effective at capturing the other output of that process: the ideas and observations that result from it. It is important to remember that these ideas can be more valuable than an employee’s routine work. Putting in an effective process for capturing ideas provides an opportunity for organizations to leverage a resource they already have, already pay for, but fail to capture the full benefit of—namely, employee creativity.

To assume that the best ideas will somehow rise to the top, without formal means to capture them in the first place, is too optimistic.  Figure 1.1 identifies the risks of such a process. This Darwinian view of the process, or of organizations, may work for a subset of ideas, but many of the ideas lost along the way have significant merit and do not get implemented for other reasons, primarily because the junior employee has no easy way to communicate an idea to the broader organization. Also, to borrow another idea from the natural sciences, rejected project ideas may be useful in the future as the starting point for new and innovative project ideas. If they are not captured, this cross-pollinating between different ideas cannot occur. Organizations must drive innovation to remain competitive, yet they often fail to take advantage of the resources they have to make that happen.

Historically, capturing, ranking, and processing these ideas in a simple way across a broad network of employees would have been a major undertaking. But today with simple, portal-based solutions combined  with portfolio management tools, setting up a process for doing this is low-effort and low-cost. Yet, the results are dramatic.

FIGURE 1.1 Risks of Informal Idea Capture Processes
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PROJECTS AND INNOVATION 

Innovation is a high priority for most organizations looking to differentiate themselves from the competition. For many organizations, sustainable organic growth is the strategic Holy Grail. Yet organizations frequently achieve far greater success with incremental improvements than innovations and consistently lament their ability to innovate. This should not be a surprise because genuine innovation is much harder to deliver consistently than incremental improvements. For example, in the field of electricity, it is easier to improve the efficiency of a steam turbine incrementally than to develop radically new, less-carbon-intensive energy sources. It is easier to make a better scalpel than it is to develop keyhole surgery. Generally, innovation requires forecasting or shaping of future trends, which is notoriously difficult, often because a combination of different trends must come together to make the idea  viable. It also requires changes in organizational alignment that differ from the current organizational structure. Today’s product may be contained in a single division of the organization; tomorrow’s product may require multiple divisions to work together on different aspects of an innovation, while at the same time working on something that potentially threatens in-market products.

Innovation requires taking significant risk, fostering a creative mind-set, and collaborating across organizational boundaries. None of which is simple to do. In combination, these challenges appear daunting. Indeed, true innovation is likely to be proceeded by many apparent failures (Farson, 1970). Conventional project management systems must share some of the blame for the lack of innovation. Application of consistent metrics across all projects may hamper innovative activity. Innovations will fail far more often than typical improvement projects. Indeed, for innovations, a 10 percent success rate is good and 20 percent is spectacular. Success rates of 20 percent or less would be viewed as a disaster for any project portfolio targeted at incremental improvement. To drive real innovation, more ideas must be captured, ideas must be allowed to feed off each other to create more ideas, and metrics for success must be relatively soft during the early stage of the process.




WHY A LONG LIST OF PROPOSALS IS NECESSARY 

Many organizations I speak with have a list of projects only about as long as they can execute. This makes it almost impossible for that portfolio to be strategic. “The essence of strategy is choosing what not to do” (Porter, 2008). If your list of projects is about as long as you can execute, then clearly there is not much you’re not doing. Of course, those organizations with a meager list of proposals might argue that there are many ideas that do not become proposals because they run into one impediment or another along the way. That may be true, but that sort of informal process is far from robust portfolio selection. Impediments are quite different from well-thought-out decisions. Putting in place a simple but consistent mechanism for idea capture can help dramatically increase  the number of ideas that could become projects within the portfolio and magnify the portfolio’s effectiveness.

Regardless of the differing levels of rigor applied to projects, if there are only a handful of formal proposals, then any idea that is given serious consideration by management is implemented. There may be some modifications to the proposal based on feedback but, nonetheless, most submitted proposals will be implemented. Sometimes, the idea list might be only slightly longer than can be executed, but this deficit might only be realized several months into portfolio execution. This is costly because even though some level of selection is occurring, there is a clear cost of starting projects only to quickly replace them when a better idea comes along.




THE RISK OF INFORMAL PROCESSES 

Informal processes risk generating inconsistent outcomes. Sometimes proposals are written up and analyzed in excessive detail. Yet, in other situations, only a cursory analysis is done before committing a major investment of resources. It is also frustrating to those submitting the proposals if there is no transparency or consistent rationale as to why their projects are not selected. Without feedback, it is hard for participants to improve their proposals or even remain engaged in the process. Another problem is that sometimes the level of influence of the project champion can be more important than the quality of the project proposal itself.

A simple, transparent process is important because, in order to collect a large number of strong proposals, idea submission must be encouraged by building faith in the proposal system. Without it, there will be a reluctance to submit proposals in the first place. Greater formalization of the process can also be encouraged by including an element of employee compensation. There is an opportunity to tie employee compensation to successful proposals, whether through patent filings or a portion of the cost savings generated. Such compensation will encourage submission.

Without grouping proposals together and analyzing them, it is a leap of faith to believe that the organization has naturally developed a process  to get the best ideas onto the table without anyone consciously taking any explicit action or making any decision at the aggregate level. The ad hoc process is likely to be inefficient and more time consuming than a more structured portfolio selection process. Portfolio selection offers the opportunity to analyze proposals en masse, which can make it easier to calibrate across the group and can create efficiencies through economies of scale.

To take an extreme example, batch prioritization might require one meeting for 100 projects, as opposed to 100 ad hoc meetings if each project were considered individually. Therefore, it is key not just to have more ideas but to group those ideas together to ensure meaningful prioritization that is efficient from a time-management perspective. The grouping together of ideas is also helpful because it provides the opportunity to group similar proposals together into larger, richer proposals, and for the combination of proposals to spur new thinking and proposals. If proposals are considered in smaller sets—or worse, on an ad hoc basis as each proposal comes in—much of this cross-fertilization may not occur and an opportunity for further innovation is lost.

Another level of rigor can be applied to particularly risky or critically important projects. Here, proposals can be held in reserve to be executed, should the primary project fail or go irretrievably off course—as will likely occur across a large portfolio. For example, new problems may arise that need addressing, or compelling new ideas may arise based on customer feedback or market and competitive analysis. Although these ideas are healthy and often superior to project proposals being executed, this can disrupt the process, since the attempt to configure the portfolio on the fly is unlikely to lead to an optimal outcome. Resources on a canceled project will have been wasted, and recalibrating the project portfolio too frequently as new ideas come up may not be an effective use of time and resources. Managing this balance is critical; altering the portfolio creates adjustment costs, but reacting to changing market conditions rapidly and effectively can differentiate an organization from its competition.

It is rare that organizations are able to develop a broad and extensive list of projects to truly prioritize explicitly. Nonetheless, it is a complete list that enables strategic alignment in project selection. Without an extensive list of options, how can you arrive at the best permutation? As Napoleon said, “To govern is to choose.” But how can you choose without options? The best ideas do not come from you. The best ideas emerge from within your organization, given the unique perspectives of the different divisions and functional roles. These ideas must then be consistently reviewed so that you can meaningfully rank them against each other. It is clear that any attempt to prioritize ideas must start with an effective mechanism for capturing a large number of potential project ideas. This must occur even before the formal project proposal stage.




LOWERING THE BAR FOR IDEA SUBMISSION 

The main reason for a lack of good project ideas within most organizations is simply that it is hard for employees to know what to do with their ideas. Ideas are not asked for explicitly from a broad enough set of people, in a transparent enough fashion, and on a regular enough basis. Idea generation typically is something that is seen as being valuable, but until recently, the technology has not been available for broad and simple idea capture, and the significant implementation costs have made most organizations reluctant to explore the area. Executives are receptive to new project ideas and would like to hear more of them—especially within a streamlined, simple process—but often the process for submitting project ideas is too complex or, worse, not defined. If all ideas must be justified by a 20-page analytical report listing the expected financial benefits and strategic rationale, then the number of ideas submitted will be low and, indeed, very similar to the set of ideas management already sees.

Often, the person able to come up with the spark of a new idea may not have the skills to perform a full analysis to justify or flesh it out in rigorous fashion. However, others must do that analysis in order to  ensure that the best ideas are executed, or at least reach the stage where that analysis can be done. Therefore, more important than having a process is making sure that the process is simple and available to all within the organization.

Case Study: Managing a New Product Portfolio

Scott is managing a portfolio of new product launches. The goal is to extend an existing international consumer products company into new geographies and markets. Scott is “aiming toward incrementality” and “trying to be very efficient with his spend.” As there are many existing competitors in the market, there are a lot of analogs to existing products that could be introduced, Scott says, “We could not invent for 5 years and still bring out new product.” However, Scott takes a “core-satellite” approach to the portfolio, first targeting higher-volume productsto lead well in new markets and build relationships with partners, and then focusing on innovation, particularly in markets where innovation is expected by consumers such as Japan.

Scott’s process is fairly dynamic, built around monthly reviews with core stakeholders and quarterly reviews with all the international partner teams. In addition, the CEO will periodically contribute ideas into the pipeline based on market and competitive observations so the set of ideas under consideration is constantly expanding. It is easy to introduce a feasibility study for any product, but the amount of effort required to build the full business case, including financial estimates, can vary depending on how established the category is. As such, business cases are living documents. Testing is conducted to minimize risk. Concepts are tested online or via focus groups to generate more information that can feed into financial assessments. However, there is no mandated process for testing; the overall goal is to reduce financial risk through reducing uncertainty. “I don’t mind some uncertainty if the finance stakes are low,” he says. In cases where financial estimates are more uncertain, more testing will be performed; in areas where financial uncertainty is less, testing phases will be skipped to lower cost and increase speed to market.

Projects are ranked systematically across four core criteria:1. Supply chain issues (cost, manufacturing feasibility, shelf life, etc.)
2. Market opportunity (customer demand, value proposition, incrementality)
3. Brand (degree of alignment with brand positioning)
4. Compete (competitive threats and responses)


The resulting rankings are fairly “fluid” as new information comes in; for products that are not in development, ranking is less of an issue. But for the top six or so products in the active pipeline, reprioritization is common and encouraged as new information is learned from test results and feasibility studies, though products are typically only “knocked out completely for manufacturing or distribution reasons.” Some products are also unlikely to ever be in development because of brand “guard rails” that make the company unlikely to invest in areas that are inconsistent with what their brand represents. Priorities may also change based on distribution deals with new markets, since “Japan, Korea, and the UK are all different” if we decide to enter a certain market, that may change our development priorities. Also, in development if we “spend a couple of months and can’t get where we need to be,” that product will also likely be reprioritized.






USING SIMPLE IDEA CAPTURE 

Providing a simplified, streamlined process for idea submission can increase project proposals and result in a better portfolio of projects. Simplification is not about reducing the quality of ideas, but about reducing the bureaucracy associated with producing them. Simplification is not easy, as it involves defining what is really needed before further due diligence is conducted on the project. It also means making the submission process easy to follow and locate and driving awareness of it. In terms of a simplified proposal, a relatively brief description with broad estimates of key parameters, such as budget and headcount, is all that is needed. In fact, sometimes all that is needed is the idea, and the budgetary angle can be left until later in the process. Then as the  proposal moves through the process and gets closer to implementation, more detail can be added—perhaps by introducing a step to develop a detailed business case into the process, assuming the idea is selected at an initial stage. In this way, no proposal is more detailed than it needs to be. In addition, less effort is wasted on filling out what might be superfluous information because the proposal may not make it that far during the selection process.

FIGURE 1.2 Benefit of More Project Proposals
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Having this process in place helps maximize the number of ideas, which must be the central goal of the idea submission process in order for it to succeed. Figure 1.2 shows how having more ideas to choose from can lead to a superior portfolio of projects being selected. During this stage, it can be helpful to focus more on the benefits than the costs or impediments. It is likely that the organization is more aware of the costs and pitfalls of particular actions than of the benefits of moving into an unexplored area. Therefore, proposals should center on a clear description of the idea and potential benefits, and then the cost estimates  can come later, should the potential benefits of the project warrant it. The key is that less time spent on a submission process means that less time is invested in each idea, and so more ideas are forthcoming. A side benefit of this lightweight approach is that an idea that has not been fully polished is less likely to become a pet project of anyone before it gets approved, and a simplified submission process makes it easier to reject ideas, without the problem of investing too much in concepts that will never see implementation. This can be important because the more that can be done to make the process objective and transparent, the more interest and excitement will be built around it.

A more democratic idea submission process creates the opportunity for less-senior employees to submit ideas. This group of employees has a wealth of knowledge about particular parts of the organization that executives may have little exposure to. Therefore, a more democratic—and simply easier—process for idea submission is likely to lead not only to more ideas but also to broader ideas. The ultimate result is a better portfolio because the range of possible projects is significantly expanded.




THE VALUE OF RANGE-BASED ESTIMATION 

Another benefit of a simplified project proposal process is that contributors are not locked into specific but inaccurate estimates at an early stage. Keeping estimates range-based makes it more likely that estimates can converge toward their true value as more data are obtained. If a point estimate must be provided early in the process, it is less likely to converge on the true value. This is partly due to the psychological effect of anchoring (i.e., when an estimate that is introduced into the process gains some credibility), regardless of the accuracy of the underlying assumptions, and the estimate is then less likely to move than if no estimate existed. Having no estimate whatsoever poses its own problems, so using a range-based estimation process is the best approach; the issue of anchoring doesn’t disappear but it is less acute with a range rather than a point estimate. Figure 1.3 shows how the margin of error for a particular project cost estimate reduces over time as the project gets closer to implementation.

FIGURE 1.3 Range-Based Estimation
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ANCHORING

The impact of anchoring was identified by Tversky and Kahneman in a 1974 article. Their key insight was that estimation processes “are biased toward the initial values” regardless of whether those initial values make any real sense; this is believed to be because insufficient adjustment occurs from those values. For example, in estimating percentages, such as the percentage of African countries in the United Nations, when people were asked, “Is the percentage of African countries in the UN higher or lower than 10 percent?” they ultimately estimated 25 percent when asked what the actual percentage was. Surprisingly, those who were asked “Is the percentage of African countries in the UN higher or lower than 65 percent?” estimated that the actual percentage was 45 percent. Thus, a higher initial estimate, even if the participants knew it was randomly determined, caused estimates to change materially.

It might be argued that portfolio management is a serious business so this problem will not occur, but Tversky and Kahneman found that offering payoffs for people to be more accurate did not improve accuracy, and the impact of the random first estimate remained powerful. These results are persuasive and  suggest that in project management, the initial estimate you come to, even if it is determined in a very basic manner, even randomly, has a powerful impact on future estimates due to insufficient adjustment from this starting value. This means that the initial estimate should be delayed if at all possible, or given as a broad range, and the problem of insufficient adjustment should be given real attention by management to ensure that estimates of key factors such as the portfolio budget really do evolve over time to reflect true values.

Source: Amos Tversky and Daniel Kahneman, “Judgment under Uncertainty: Heuristics and Biases by Science,” New Series, vol.185 (4157), (September 27,1974):1124-1131.





GENERATING EXCITEMENT 

A robust idea submission process has limited value without broad awareness of the process across the organization. A crucial aspect of any process is driving interest and excitement around it. It is important that employees are made aware of the process and want to contribute. Awareness should be raised in innovative ways, perhaps by highlighting those ideas that are noteworthy. Another incentive can be demonstrating the success and impact of ideas that come from people outside of the traditional portfolio decision team. Generating enthusiasm and excitement around the submission process is critical to drive more ideas through the system, further improving the output of the whole process. Once again, the more that can be done to build broad participation in the process, the better the outcomes that the process will achieve. To implement a diverse set of projects, which is often helpful from a risk management perspective, a diverse set of ideas is valuable.

Another way to generate excitement is to enable participants to not just submit ideas but to also participate in a preliminary ranking process, assigning a start ranking to proposals according to their perceived merit. This technique is sometimes referred to as crowd sourcing, which can be valuable in situations where a large number of ideas are submitted. Here, a very simple peer review process can serve as a simple preliminary filter for ideas. For example, only ideas receiving a certain rating receive formal consideration. Collaborative ranking of ideas also builds engagement in  the process; since all ideas are transparent, participants may devise their own project proposals in the process of ranking others. In addition, through rating the ideas of others, the enthusiasm and interest in the portfolio selection process will increase.

Another option for process engagement is to tie successful submissions to the firm’s incentive structure. In this way, employees can be financially rewarded if their proposals and ideas are implemented. Incentives might be provided for a particular subset of ideas. For example, employees might receive a bonus if their ideas result in a patent filing. Incentives can be tied to ideas that result in successful project outcomes in order to reduce the incentive of just submitting ideas, which would put the emphasis on submitting ideas that might have a high chance of business impact. Using this approach depends on the corporate culture; it can boost idea submissions, but it might also make employees less willing to work collaboratively on proposals if the rewards go to the individual and not the team.




MAKING PROCESSES TRANSPARENT 

Excitement can be further enhanced by a transparent process. When employees understand how the process works, they are more likely to support and contribute. Putting in place clear, transparent benchmarks improves portfolio performance. Sharing the strategic goals helps the end-to-end process of project management. It also likely means you will get better projects in the first place. If everyone knows what the target is, effort spent on projects that are futile is minimized. The process has most context, so ideas receive sufficient improvement before submission. This improves the caliber of proposals. Knowing these benchmarks ahead of time will help focus proposals on the areas the organization cares about and will ensure that the proposals are written to address the areas that matter. Transparency will help idea submission so the process is not a black box. Feedback should be provided on rejected ideas so that better proposals can be created in the future, or rejected ideas can be refined to merge into compelling suggestions for future prioritization  processes. In this way, the process should improve over time as the quality of submissions is refined and the objectives of the process are clear. Providing feedback on rejected proposals is an important way to improve idea submission over time, so that the overall quality of ideas will improve.

Making the process transparent also helps with process improvement. If all participants understand the process, then they are better able to suggest improvements to it. In this way, creating transparency is valuable not just for increasing engagement with the process but for the improvement of the process itself.




MAKING PROCESSES SIMPLE 

Simplicity is the key to collecting the largest number of ideas from the broadest set of participants. Transparency and excitement will go a long way to driving engagement among your employees, but a simple capture process will increase the number of ideas you are able to receive as various blocking issues are removed. It makes it easy for those who want to engage in the process to do so. The challenge is understanding what you really need to collect. Every move to simplify the process involves potentially removing a valuable piece of data. Early on, it may not be clear what data are essential to capture, resulting in more data being collected than are ultimately needed due to this uncertainty. This is difficult to overcome in the short term, but as soon as the process is established, you can monitor which data are necessary for decision making and cut everything that is not. Without constantly reducing the reporting burden, the process will inevitably become bureaucratic over time. Bureaucratic processes are not conducive to transparency and excitement, and can lead to the demise of the process.

It is important to remember that at the first stage of the process, the only data necessary to capture are what enable an informed decision to be made on whether an idea should reach the second stage. Thinking about data capture in those terms can help with process refinement and maximize idea submission.




USING SUPERIOR ESTIMATION 

The barriers to submitting an idea should be low, but they should offer sufficient structure to be useful. Setting confidence bands is an appropriate way to enable this. A confidence band gives a high and a low estimate for a particular value. For example, for the total financial cost of a project, the very early estimate of cost might be given as $1 million to $3 million. This is, of course, a very wide range, but it gives some indication of where the cost might lie without wasting effort on a detailed forecasting process before it is known whether the project will proceed. Then as the project is formally assessed, the range might narrow to $1.25 million to $2.25 million after preliminary estimation is complete, and then at the approval stage, the range is $1.75 million to $2 million, and then at formal project launch after a detailed budget is constructed, the cost is $1,815,000. This method avoids wasted effort on forecasting and does not lock down the budget before all the details of the project are formally defined. This is very important because inaccurate cost estimates are often not due to inaccurately costing out the work involved but, rather, from not capturing the entire scope of work for the project. Of course, this estimate band concept can be applied not just to budgets but also to other important project attributes, such as resource utilization or the schedule itself.

The estimation process should also tie back to the goal of the proposal itself. If the project is time critical, then an elegant estimation process may actually result in project failure, and a greater margin of estimation error may be tolerable. However, if a project is centered on cost savings and efficiency from a cost management standpoint, then efficient estimation processes are likely to be more important.




GOING BEYOND THE EMPLOYEE 

Just as senior executives do not have all the good ideas, neither is everyone who has a proposal for improving your organization employed by your company. Consider inviting customers, vendors, or suppliers into the idea submission process. Once again, a different perspective will  yield different ideas for projects that could be executed and will help diversity across the project portfolio. Think creatively about how ideas can be captured from anyone who has a perspective on your business. Of course, in moving outside the employee base, the bar for idea submission must be even lower, and employees will have to encourage and develop the ideas that stem from those outside the organization. However, fostering these ideas is likely to provide a wealth of material for developing the organization in ways that the conventional thinking of those steeped in the traditions of the organization might not be able to see. If security procedures do not permit granting access to nonemployees, consider allowing employees to submit ideas on behalf of others and work with those outside the organization to capture ideas. Often, those outside the organization can have powerful project suggestions. Capturing ideas and proposals from customers directly is ideal and can strengthen relationships beyond simply executing on the project in question.




MANAGING PROJECTS ACROSS THE SUPPLY CHAIN 

Further consideration of broadening the scope of idea submission also leads to consideration of broadening the scope of project execution to include projects that involve working with customers or across the supply chain. Of course, this is a natural outcome of the process and should be encouraged. It is unlikely that the best projects are completely within the scope of the organization to implement, and though these broader projects will be more challenging to implement, the benefits of doing so will also be greater. Developments in technology now make it easy to manage projects beyond the boundaries of the enterprise on a single system, and your projects should have the same scope as your business. Running a hosted project management system can enable access from different organizations on an equal footing.




WHERE ARE YOUR IDEAS COMING FROM? 

The way to get good ideas is to get lots of ideas and throw the bad ones away.

Linus Pauling



Where are you getting your ideas from? Executives in an organization do not have all the good ideas. Do you have a process for employees to submit ideas for consideration? What about customers or other businesses that partner with you or form part of your supply chain? Are you leveraging their ideas and expertise? Typically, lengthening the list of project ideas can also increase the quality of ideas. It is likely that the first few projects that come to mind are the work that must get done—the operational imperatives for the organization or a repeat of work that was done last year. That is important, but there are many other ideas you are missing. It is only by broadening the number of ideas you consider that you will get away from a run-of-the-mill project portfolio to one that is truly strategic in its impact and includes innovative ideas that will really drive your business forward and differentiate you from your competitors.


Batch versus Ad Hoc Prioritization 

It is important that ideas are compared against each other. Any reasonable project has merit in isolation; it is only by comparing projects and associated resources that an effective conclusion on which proposals to implement can be reached. For example, if two projects require the same strategic resource at the same time, only one can proceed. Beyond resource constraints, there is the need to manage the project portfolio in the way any financial portfolio should be managed. Key considerations include managing risk. Risk should be balanced across the portfolio, and risk should be diversified so that all projects are exposed to different risks. Breadth of objectives is also important; if every project is a cost-cutting project, then that has an impact on business performance and revenue growth will be reduced. It is only by treating projects as a portfolio that these trade-offs can be managed effectively.


Faster Starts versus Robust Prioritization 

Typically, organizations start projects as needed. The idea of delaying a critical project is not acceptable given business imperatives, and so the project starts straight away. In some cases, this is the only possible course of action; in others, a batch process for project selection makes  more sense. A batch process is one where potential projects or project proposals are grouped together to be prioritized so that of, for example, 50 potential projects, the top 30 can be implemented. The advantage of batch selection is that trade-offs can be made to create the most effective portfolio of projects.

If projects are considered on a more ad hoc basis as they come in, then the optimal portfolio cannot be achieved without potentially stopping in-flight projects, which is a waste of resources. To be clear, there is nothing wrong with stopping a project if it is not meeting its targets or if circumstances have changed, but cutting a project simply because your selection process wasn’t sophisticated enough to consider all relevant proposals suggests a need for process improvement. A further benefit of batch selection is efficient usage of executives’ time because to be effective, the prioritization discussion involves a meeting of several executives. It also works better with context—all prioritization is relative, so choosing between projects simultaneously is likely to achieve a better result than choosing projects in series.

Therefore, there is a trade-off between running a batch prioritization relative to prioritizing project ideas as they come in. A batch process is more efficient in terms of reaching an optimal portfolio and reducing time spent on the process. On-the-fly prioritization is most commonly used and minimizes delay for any given project, but it also implies constant churn within the portfolio. In practice, prioritization is a continuum rather than an either-or decision, and the question is how often prioritization should happen. Annual or quarterly prioritization processes tend to manage this trade-off most effectively, but the exact frequency should be less often if the cost of doing the prioritization work is high and should be more often if the cost of delaying projects is high.




KEY QUESTIONS 

•  How are you splitting your metrics and processes for innovative and traditional projects?
•  Are your expectations for innovative projects distinct from those related to process improvement? 
•  How many ideas are you really considering on your project shortlist?
•  How can you increase the ratio of ideas to executed projects?
•  Can you lower the barrier of ideas to submission? Can you widen the net of people who can submit ideas?
•  Can you make the process more transparent and less bureaucratic?
•  Do you really use everything required in a project proposal to make a go/no-go decision on a project?
•  What are you consciously choosing not to do? How is that decision being made?
•  Are you comparing projects against each other, or just dealing with issues as they come up?




SUGGESTED READINGS 

For more detail on the innovative production methods pioneered by Toyota, see Taiichi Ohno, Toyota Production System: Beyond Large-Scale Production  (Productivity Press, 1998).

For a more on innovation, see Richard Farson, The Innovation Paradox: The Success of Failure, the Failure of Success (The Free Press, 1970).

Michael Porter’s thoughts on strategy are discussed in more detail in Michael Porter, On Strategy (Harvard Business Press, 2008).

The problem of anchoring is discussed in more detail in Amos Tversky and Daniel Kahneman, “Judgment under Uncertainty: Heuristics and Biases by Science,” New Series, vol. 185 (4157), (September 27, 1974): 1124-1131.

For an interesting discussion of decision-making and analysis by project managers, see Kishore Sengupta, Tarek K. Adbel-Hamid, and Luk N. Van Wassenhove, “The Experience Trap,” Harvard Business Review (February 2008).

For a rich and accessible discussion of how decisions are made and can be improved in a host of situations, see Richard H. Thaler and Cass R. Sunstein,  Nudge: Improving Decisions About Health, Wealth, and Happiness (New Haven, CT: Yale University Press, 2008).

For a discussion of the difference between strategic planning and strategic thinking, see Henry Mintzberg, “The Rise and Fall of Strategic Planning,” Harvard Business Review (January 1994).

For further updates and information on the topics discussed on this chapter, see www.strategicppm.com.




End of sample




    To search for additional titles please go to 

    
    http://search.overdrive.com.   


OEBPS/moor_9780470564127_oeb_006_r1.gif
Stategic Waint
[ Shareof Potoio

Reduco

Caniel

egopian | "asor
on
Slos” | mnovaton

Stategic Goal






OEBPS/page-template.xpgt
 

 
	 
		 
	

	 
		 
	

	 
		 
	

	 
		 
	

	 
		 
	    		 
	   		 
	    		 
		
	



 
	 






OEBPS/moor_9780470564127_oeb_002_r1.gif





OEBPS/moor_9780470564127_oeb_008_r1.gif
Cost





OEBPS/moor_9780470564127_oeb_010_r1.gif
‘Some aspects of project Al required aspects of
scope are missed project scope are covered





OEBPS/moor_9780470564127_oeb_004_r1.gif
Stategic Value

Stratogic Value

50 PROJECT PROPOSALS

10 PROJECTS SELECTED

B o
o o s
o O H
o0 E
AR i
® o 0 £
° 3 L]
°0uS-’ 5%
&% % 160% % o 60
Retum on Investment Return on nvestment
10 PROJECT PROPOSALS 10 PROJECTS SELECTED
o . ° e . °
. o 40 sl . o @
£
o - o
o ° il ° o
% 0% 160% % o 0%

Retum on Investment

Return on Investment





OEBPS/moor_9780470564127_oeb_023_r1.gif
ntornal

Series.

I
Speser Z‘:i.‘.:‘ﬁ o Z"’%‘“

Lunchiime






OEBPS/moor_9780470564127_oeb_025_r1.gif
g Requramons
ncidua Mansgerl
o ey
Processes
£ PROJECTS Ruine
Workdiow Operations
PORTFOLIOS
Moskn PROGRAMS Complancs
ot nd
Evers Regulatory
Toinng,
= a0
Unsnchrod





OEBPS/moor_9780470564127_oeb_017_r1.gif
Organization
Type

Project driven

Knowledge
management
focused
Service
oriented

Example.
Industry

Mining

Pharmaceuticals

Management
consulting

Example
Business
Group.

Operations

ReD

Sales

Areasto
Emphasize
Strategic
alignment
Broad
information
sharing

Communications

Areas of Less
Importance

Organizational
transparency.

Monitoring
processes

Strategic
alignment





OEBPS/moor_9780470564127_oeb_019_r1.gif
Budgetary
i state

Green
Orange.

Red

Defnition

2% over budge,
orless
2-10% over budget

More than10%
over budget

Action

None.

Corrective plan i created and reviewed at next
monthly portfolio meeting.

Review meeting s held within five working days.
Project kiled f corrective steps are not
approved by executive team within five days
of that meeting.





OEBPS/moor_9780470564127_oeb_015_r1.gif
Area Defnition Next Step
Demand  Capturing an extensive lst of project  Utilizing accessible, Web-based
management  ideas from different sources forms to capture project
proposals
Strategic  Mapping projects to predetermined  Optimizing projects based on
alignment  strategic goals to determine which  strategic alignment
projects to implement
Transparency Avoiding duplication of effort and  Creating online real-time
enhancing communication by making project dashboards and
project metrics public withinthe  scorecards
organization
Commun- Providing tools to allow employees to. Exploring instant messaging.
fcations  communicate using different media  presence indicators, Web-based
meetings, and collaboration
portals
Monitoring  Providing clear critria for Structuring workflow to
processes  exception-based reporting and underpin reporting processes.

effectiveproject postmortems

and using collaboration portal
to support postmortems





OEBPS/moor_9780470564127_oeb_013_r1.gif
g
g

‘CEO mandates tool use
‘across the organization

Systom for continual improvement
‘and foedback entrenched
n organization's stucture.

Peers share example of success.
wih colleagues at intemal [~
‘events and presentations.

Examples shared

<] ofsytem g
Comporate miaties”

Intenal case studies

nemaze
Nk

Potential benefis of the
‘system broadly shared to
‘generato exciement

Pt usig systom s more
"] ent man peareams
it prfoce

‘Adopion Phase

S Porcantage of Employoss Using the Souion

Prolaunch Pt






OEBPS/moor_9780470564127_oeb_022_r1.gif
Linear Workflow

Contingent

Business Case
Development

' Workflow

Business Case
Development

[ves]

Project
Assassment

Projoct
Assessment

Detailed Risk
Rssessment






OEBPS/moor_9780470564127_oeb_020_r1.gif
1.400

1.200

B

H

g

00

TotaLines of Communication

200

o

5

% 2 @
Total Team Members

B3

o

&





OEBPS/moor_9780470564127_msr_ppl_r1.jpg





OEBPS/moor_9780470564127_oeb_005_r1.gif
)y By e

—

Formal proposal
5%

Rough proposal
+1-100%





OEBPS/moor_9780470564127_oeb_007_r1.gif
2ueeks

2weeks

Project starts
o trend over
budgel

Executive
‘meeting
requests report

Decision o kil
project made

Project its 5%
over budget
threshold
addod to'
monthly exec
‘meeting
agenda

Report created

2ueeks

'8 weeks from initial problem to action






OEBPS/moor_9780470564127_oeb_001_r1.jpg
Strategic Project
Portfolio Management

Enabling a Productive
Organization

Simon Moore

@

WILEY
John Wiley & Sons, Inc.





OEBPS/moor_9780470564127_oeb_003_r1.gif
Manager doesnt
know what to do.

o~ ropscant
o f .

T

S S i

2*&

Proposal s too late Employoe doosn't
for curent budget Know what to do.
yclo and not with proposal

pudeiody Proposal not

presented in the
required format





OEBPS/moor_9780470564127_oeb_011_r1.gif
Portolio C

CEIEZTN

e S0

Cost





OEBPS/moor_9780470564127_oeb_024_r1.gif
So1se12p 10 51 4 sy pue ‘wioped
wauaSeueus 010100 2155103 € 10y unoddo o s

51008 8010 2h i ffoI0d

s23/0idwa parenows put paisaioiu
4001109 2 10 38uey 10 WsESHAILS Pue sHSUBSUO> TUPING
ageinal 0

SupBons Bu1sca 3y pue UoHEZI U UM WBRAOIAL!
pue uawanoxdu 1oy seare 21 4 o Supueisopun

wousg

o195 oo ue s voney
wauagevew o

Sy ooy pue aun0p
10108 oredoicde ue sey uonez

waaSevew saimosay

waudojanap Kiewwanu

vonezpitpues 0oL

woner

[

wonuyap Morens,

swiana soosseis

apne






OEBPS/moor_9780470564127_oeb_009_r1.gif
LA
2 AN

The diflerent workstreams of The diflrent workstreams
he project do not ntegrate of the project ntegrate.





OEBPS/moor_9780470564127_msr_cvt_r1.jpg
Project Portfolio
Management






OEBPS/moor_9780470564127_oeb_016_r1.gif
Competency  Definition

Strategicgoal  Clearly defined, greed on,and shared goas to dive

defintion organizational decision making to map projects to measire both
strategic aignment and strategic contribution

Proposal Ameans of capturing business deas broadly across the

submission organization n a consistent and standardized manner

Business case
development

Resource
forecasting

Resource
assignment
Estimation

Transparency

Executive buy-in

Governance

Risk assessment

Refinement

Agilty

Execution

Formalized steps to add suffcient detail to proposals to enable
portfolio selection decisions to be made (this includes mapping
projects to trategic goals)

Abilty to forecast supply of the resources required for projects
through the planning horizon typically 12 months or more) with
reasonable accuracy

The abilty to supply people with the right skl for a selected
project

Ability to forecast the resources required for projects credibly,
consistently, and with increasing accuracy over time

‘Sharing the portfalio process with the broader organization to.
promote engagement and understanding

An understanding by senior decision makers within the
organization that the portfolio process is desirable, such that it
enjoys broad support and it nderpins executive decision making

A step-by-step approach, or workflow,to chat the progression
of aproposal through the submission process cansistantly

A process to determine and mitigate risks across the portfolio
that are distinct from the risks that occur at the individual
project level

The abilty and desire to refine and simplify the process over time

Ability to react to material changes in business circumstances
where the portfolo is impacted

The abilty to execute on the selected projects and realize the
forecasted benefits (the area of execution contains many ritical
subcategories, which are not discussed here)





OEBPS/moor_9780470564127_oeb_018_r1.gif
High

(Unsivuciured Rouine Process.
|Example: Weekly E-mail Updaes)

(Exampl: Ad Hoc Project Me

TR P
: e s e s g
=E
g
2 ST

e

B ———
o

High ‘Compliance Risk





OEBPS/moor_9780470564127_oeb_014_r1.gif
Without a postmortem process

Decision | se——- COuicome>
[ ——
—_—
_

With a postmortem process.

[(Daciion ] b Gitcarie>
Process improvement. < Postmortem
—
Process improvemont. < Postmortem
—_—
Process improvement. < Postmortem
—





OEBPS/moor_9780470564127_oeb_021_r1.gif





OEBPS/moor_9780470564127_msr_cvi_r1.jpg
FWILEY

trategic ’

Project Portfolio
Management

Simon Moore |






OEBPS/moor_9780470564127_oeb_012_r1.gif





