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1.0 Project Portfolio Management

1.1 Key Process Area Purpose

A.
This guideline applies to the following knowledge areas:

	Knowledge Area
	Applicable?

	Integration Management
	Y

	Scope Management
	Y

	Time Management
	

	Cost Management
	Y

	Quality Management
	Y

	Human Resources Management
	Y

	Communications Management
	Y

	Risk Management
	Y

	Procurement Management
	


B.
The purpose of integration management is to ensure coordination of the different elements of a project to achieve the needs and expectations of project stakeholders.  It includes project plan development, project plan execution, and integrated overall change control.

C.
The purpose of scope management is to ensure the work performed in a project is necessary to the successful completion.  It includes initiation, scope planning, scope definition, scope verification, and scope change control.

D.
The purpose of cost management is to ensure a project completes within its approved budget.  It includes resource planning, cost estimating, cost budgeting, and cost control.

E.
The purpose of quality management is to ensure the products and services produced by a project satisfy the needs for which the project was undertaken.  Quality – the satisfaction of project needs – is a measure of adherence to stated requirements combined with fitness for use.  The Quality Management Knowledge Area includes quality planning, quality assurance, and quality control.

F.
The purpose of human resource management is to ensure effective use of the people involved in a project.  It includes organizational planning, staff acquisition, and team development.

G.
The purpose of communications management is to ensure timely and effective flow of information for a project.  It includes communication planning, information distribution, performance reporting, and administrative closure.

H.
The purpose of risk management is to ensure the identification, analysis, and appropriate response to the risks encountered by a project.  It includes risk management planning, risk identification, qualitative risk analysis, quantitative risk analysis, risk response planning, and risk monitoring and control.

1.2 Guideline Purpose  

[image: image1.jpg]Figure 1: Integrating Processes for Portfolio Management

A. There are three major procedures that must be followed before internal projects are approved for funding: Project Request, Project Profiling and Project Prioritization. See Figure 1.  This procedure provides the approach for establishment and maintenance of the framework in which the requests, profiles, and priority of projects need to fit in order to be approved and maintain on-going funding. See Project Request GTA-PMO-GLI-114, Project Profiling GTA-PMO-GLI-102 and Project Prioritization GTA-PMO-GLI-101 for activities and responsibilities for those procedures. 

B. Additionally, the framework established to support Portfolio Management provides a consistent structure of program reviews and executive level reporting.

C.  Project Portfolio Management establishes a robust governance model for project funding cycles, viewing such initiatives as investments.  This permits the introduction of “value” as an important factor in the approval and funding process in addition to traditional considerations as cost, benefit, schedule, and risk.

D. [image: image2.png]The framework in which projects must fit, represents those indicators that are essential for a project to be considered a good investment.  The categories within the framework will need to be established with Senior and Executive Management. An example of the framework might include elements illustrated in Figure 2 below.

Figure 2: Project Portfolio Management Framework

1.3 Definitions

	Term
	Definition

	Basis of Estimate (BOE)
	(1) A statement of the assumptions underlying the costs, activity durations, or other forecast items used for planning.  (2) A forecast budget that includes such statements. (3) Factual information and objective factors upon which the estimate was found.

	Business Owner
	The individual who submits the formal request of the project, and is the primary advocate for the project.  This individual will provide input into all stages of the approval process and may be a key participant on the project team for approved project requests.

	CIO-Executive Director
	Chief Information Officer (CIO)-Executive Director

	Georgia Technology Authority (GTA)
	The State’s Authority for coordinating a comprehensive statewide Information Technology (IT) vision.  The GTA will provide agencies with technical assistance in strategic planning, program management, and human resources development.

	Earned Value
	A method for measuring project performance.  It compares the amount of work that was planned with what was actually accomplished to determine if cost and schedule performance is as planned. 

	Net Present Value (NPV)
	The present value method is a sophisticated capital budgeting technique that equates the discounted cash flows against the initial investment.

	Office of Technology
	Technology leaders who provide advice and consultation to the authority to ensure the architectural integrity is maintained.

	Portfolio Oversight Group (POG)
	This is a group comprised of key business leaders and project sponsors for major business process initiatives.  This ensures alignment with key strategic business goals and objectives.

For GTA, POG is a subset of the GTA leadership team charged with review and oversight responsibilities relating to projects.

	Program Management Consultant (PMC)
	The GTA PMO staff member assigned to provide consultation and mentoring in integrating the discipline of Project Management into all projects.

	Program Management Office (PMO)
	(1) An organizational entity responsible for management and oversight of the organization’s projects. (2) As a specific reference in this document, the PMO for the Georgia Technology Authority.

Alternatively, the acronym may stand for Project Management Office, with the same meaning as definition (1), above.  An organization may use both forms, with the Program Management Office generally having responsibility for multiple Project Management Offices. 

	Project Manager (PM)
	(1) The individual who directs, controls, administers, and regulates a project.  The project manager is the individual ultimately responsible to the customer. (2) The individual responsible for managing a project.

	Project Prioritization
	A formal approach to prioritize projects based on a comprehensive criteria established to promote alignment with the organization’s business and technology strategic goals and objectives.

	Project Profile 


	A description of a project’s risks, size (in effort), complexity and environment for execution, costs and benefits.

	Project Request (PR)
	A formal request by a Business Owner to apply dollars and/or resources to create a deliverable that has benefit and value to the organization.

	Project Sponsor
	The individual that provides the primary sponsorship for an approved project.  This individual will play a key role in securing funding, negotiating for resources, facilitating resolution of critical organizational issues, and approving key project deliverables.

	Scope
	The sum of products and services to be provided as a project.


1.4 Process Owner

A.
The Georgia Technology Authority Program Management Office (GTA PMO) is responsible for the maintenance of this process.

1.5 General Logic
A. Projects are unique efforts that have a defined beginning and end that will produce some product or service to which the organization has “invested” time, money, and resources.  A Portfolio is a “range of investments”.  A project portfolio then is a collection of project, that in aggregate comprise a key component of the organizations “investment strategy”.  

B. Project Portfolio Management applies the underlying tenets of project management and portfolio management to establish a systematic approach for the establishment of set criteria and key indicators to assess the value and performance of a project investment in relative to other projects in the portfolio and in relation to the organizations strategic objectives and overall investment strategy of the organization. See Figure 3.
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Figure 3: Project Portfolio Environment

1.6 References

1.6.1 Principles
	Principle
	Product Code

	Project Planning
	GTA-PMO-PRI-001

	Project Tracking and Oversight
	GTA-PMO-PRI-002


1.6.2 Guidelines and Guidebooks

	Title
	Product Code

	Formal Review 
	GTA-PMO-GUI-016

	Project Prioritization 
	GTA-PMO-GLI-101

	Project Profiling 
	GTA-PMO-GLI-102

	Project Startup
	GTA-PMO-GLI-104

	Schedule Development
	GTA-PMO-GLI-105

	Budget Preparation
	GTA-PMO-GLI-112

	Project Request
	GTA-PMO-GLI-114

	Program Review 
	GTA-PMO-GLI-200

	Project Portfolio Management
	GTA-PMO-GLI-700


1.6.3 Third Party

A. Project Planning, Scheduling & Control, James P. Lewis, 1991.

B. Mastering Project Management, James P. Lewis, 1998.

C. Project Management, A Systems Approach to Planning Scheduling and Controlling, Harold Kerzner, 1998.

D. Project Management Body of Knowledge, Project Management Institute (PMI(), 1996.

E. Project Portfolio Management, Lowell D. Dye and James S. Pennypacker, 1999.
1.6.4 Forms

	Form
	Number

	Project Request Form
	GTA-PMO-FOR-016

	Project Profiling 
	GTA-PMO-FOR-025

	Project Prioritization Scoring Sheet
	GTA-PMO-FOR-046

	Project Prioritization Criteria
	GTA-PMO-FOR-046A


1.7 Procedural Overview

A. Project Portfolio Management is a discipline that looks at projects in aggregate from both value and project performance perspectives, and links them to the organizations strategies. 

B. It represents the integration of the Project Request (GTA-PMO-GLI-114), Project Profiling (GTA-PMO-GLI-102), Project Prioritization (GTA-PMO-GLI-101), and the use of the Program Review Guideline (GTA-PMO-GLI-200) and the Formal Review Guidebook (GTA-PMO-GUI-016) to understand the collective implications of all projects within a set category  (i.e. strategic technology, business process, system maintenance and enhancement, immediate need, etc.).

C. The process utilizes a progress analytic approach to facilitate timely decision-making and minimize the potential for analysis paralysis.  It also promotes a more simplistic process that builds on previous analysis and uses a consistent framework for more accurate comparisons.  However, it should be noted that this process is geared to find the best use of limited dollars and resources in funding and managing projects that will achieve the strategic objectives of the organization.  It is not designed to find the perfect solution.  That may not be attainable in any event, and may lead to continual churning without any decisions being made or projects completed. 

1.8 Key Process Area Goals

A.
Criteria are established with executive management to provide a framework of initial project funding decisions and to track the projects’ relative value and performance.

B.
Project activities and commitments are planned and documented.

C.
Executive management, affected groups and individuals agree to their commitments related to the project.

1.8.1 Guideline Goals

A. The goals of the Project Portfolio Management are to maximize the investment in projects throughout the lifecycle of the project.  From the initial request to project closeout, each new and existing project is assessed on a periodic bases as to what value it brings to the organization (relative to the strategy), and how well it is performing (relative to budget, schedule, risk, etc.). 

B. Extending that goal, are those focused on viewing projects in aggregate, tracking both their initial value relative to other projects in the portfolio and providing high visibility into the projects through Program Reviews and executive level dashboards. Establishing this perspective allows for more accurate prioritization of projects and allocation of resources across those initiatives.  

C. This approach also permits the balancing and rebalancing of potential return on investment against the risks posed by the project.  It also promotes the effective use of limited resources across the multiple initiatives. 

D. Figure 4 for illustrates composition of projects that comprise the portfolio and the continual nature of the assessment to ensure that projects address the needs of the organization and the performance expectations of the projects.
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Figure 4: Project Portfolio Analysis

1.9 Standards

A. The standards for Project Portfolio Management will be established with the institution of a set framework defined by senior and executive management.  This criterion will provide the guidelines that will determine which projects are initially funded, and which projects will have continued funding.

B. For initial project funding the standards will be based primarily on what “value” the project will add to the overall investment strategy and what impact it has on other projects currently underway, such as resource utilization or project schedules.  Added to the equation will be the overall projected risk and the alternative use of the funds. Key components might include:

1. Alignment with the organizations strategic objectives

2. Organizational acceptance (cultural risk)

3. Technology risks

4. Utilization of resources (number and skill set)

5. Full life cycle cost

6. Return on Investment (ROI); or Net Present Value (NPV)

C. For existing projects, the standards will include a reassessment of the valuation of the project, but will also include an analysis of the current project performance and risk.  It may be that the project no longer aligns with the organizations strategy, or it is so far over budget or its schedule that it will no longer achieve the projected return on the investment.  One key measure that should be included in this analysis would be earned value.

1.10 Responsibilities
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The figure 5 shows the responsibilities of each group within the Project Initiation and Tracking process. The Project Portfolio Management responsibilities are noted below.

Figure 5: Project Initiation Responsibilities and Interfaces

1.10.1 Business Owner

A. Identifies the need

B. Initiates the project request

C. Acts as lead in completing the Project Request Form (GTA-PMO-FOR-016)

D. Presents project request to Project Sponsor & management

E. Supports/defends business case as needed

1.10.2 Project Sponsor

A. Determines if the project request proceeds through the approval process

B. Provides additional information, if needed, to support clarity of business need and strategic alignment

1.10.3 Account Manager

A. Assists Business Owner in completing project request

B. Coordinates project request with Business Owner, Business Area, and PMO

1.10.4 Program Management Office

A. Supports Business Owner and Account Manager in filling out the project request

B. Assists in preparing material and recommendation

C. Provides Portfolio Tracking and Oversight

D. Facilitates Program Reviews (Reference GTA-PMO-GLI-200)

E. Schedules and coordinates Portfolio Oversight Group (POG) review of preliminary data

F. Facilitates the Portfolio Oversight Group meeting

G. Provides executive-level reporting

H. Assists in preparing materials and recommendations

1.10.5 Portfolio Oversight Group

A. 
Reviews project request and any supporting documentation for impact on total Portfolio

B.
May request additional information from the Business Owner and/or Project Sponsor

C.
Recommends one of following:

1.
Continue with the project initiation process

2.
Reject the project

3. 
Request additional data or reworking of request

D.
Establishes project priorities

E.
Assesses resource reallocation

F. Re-validates project assumptions (scope, schedule, cost)

G.  Reviews Project Portfolio at set time intervals to ensure continued value to the organization
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Figure 6: Project Portfolio Governance Model

1.11 Activities

The following activities are designed to provide guidance in the establishment and implementation of the framework that will be used to map against the other key processes (project request, project profiling, project prioritization, and formal review) that comprise the project portfolio environment. 

1.11.1 Establishing the Portfolio Management Framework

A. The framework that provides the foundation for Project Portfolio Management will contain key components that are agreed upon by executive management as sound business indicator as to the project’s value as a business investment. These factors will also establish the basis on which project performance will be tracked. Key indicators might include:

1. Alignment with organizational strategies

2. Organizational support or acceptance

3. Project Risk

4. Return on Investments (ROI) or Net Present Value (NPV)

5. Earned Value (Providing key project performance indicators)

6. Strategic Enablement (or key project dependency)

B. The construction of the framework requires significant input from executive management, and on-going validation by senior and executive managements as to the relevance and comprehensiveness of the analytical foundation it establishes, and its alignment with the organization’s business needs and strategic objectives.  See Figure 7 for an illustrated overview or the strategic alignment process.
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Figure 7: Aligning Project Portfolios with Organizational Strategies

C. The framework that is established should be both Mutually Exclusive and Collectively Exhaustive (MECE) to ensure there are no overlaps or gaps that might impact the clarity of the reporting.  An example framework (Project Prioritization Criteria, GTA-PMO-FOR-046A) is the one used in this guideline to complete the Project Prioritization Scoring Sheet, GTA-PMO-FOR-046 or other existing models, such as Kaplan’s “Balanced Scorecard” may be explored for incorporation into the Project Portfolio Management Framework.

D. There may be several different portfolios within an organization, but the framework itself will remain constant.  Only the relative weight placed on each category will change to match the characteristics of the portfolio.  Maintaining the different portfolios has several values:

1. Having distinct portfolios permit the application different weightings to emphasize specific characteristics that will drive funding decisions and portfolio tracking.  For instance: 

a. A technology project that addresses an immediate operational need may not have much long-term value, but will have a positive short-term financial return, have good acceptance, and fairly low risk.  Immediate need projects will have different weightings, with less focus on strategic alignment or total life value. 

b. Weighting differences would also apply to infrastructure projects, which may have a very low Return on Investment (unless benefits are doubled counted), but may be critical as a strategic enabler.

2. Project tracking and oversight is more meaningful, because the detailed performance metrics will be aligned and relevant to the characteristics of those like projects.  Business process redesign initiatives will have different metrics and audiences than a system integration project.

3. Overall budgets can be allocated to the different portfolios, forcing some projects to be more rigorous in its planning and execution, such as system maintenance; while protecting strategic initiatives that may be cut or delayed because all funds have gone to projects addressing “immediate needs”.  As projects move through the year, the budget allocation can be adjusted based on the performance of existing projects.  New projects within a portfolio may be started, or the money shifted to a different portfolio.  This will promote thoughtful consideration of the choices and the associated implications.

4. There can be a secondary weighting for reallocations placed on the different portfolios to stress the current climate for project funding, and risk environment; allowing for not only rebalancing of the projects within the portfolios to keep aligned with the organization, but rebalancing of portfolio funding across the enterprise.

5. There should be an improvement of aligned skilled resources because of the similarities that will exist within the project groupings. This will aid in both resource allocation and forecasting resource requirements. See figure 8 for an illustration of how total funding may be allocated across various portfolios with different weighting to reflect the characteristics of the projects within an individual portfolio.
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Figure 8: Funding Allocations to Individual Project Portfolios

E. The development of the framework might take several iterations, but once it is established it needs to be signed off by executive management and the Portfolio Oversight Group.  The framework and the individual weightings for each portfolio should be revisited at least once each year.

1.11.2 Managing The Project Portfolio(s)

A. Using the completed framework, modify the Project Prioritization Criteria Worksheet GTA-PMO-FOR-046A, to ensure alignment with the identified criteria.  Additionally the changes will need to be incorporated into the Project Prioritization Scoring Sheet GTA-PMO-FOR-046.  This will provide the foundation for the initial ranking of the projects for funding approval.

B. After the Project Prioritization Criteria Worksheet and Project Prioritization Scoring Sheet have been enhanced then apply them as outlined in the Project Profiling Guideline (GTA-PMO-GLI-102) and Project Prioritization Guideline (GTA-PMO-GLI-101).  Develop an inventory matrix of all new projects, and all existing projects, ranked in order, and indicating their scores for both value criteria (both) and project performance (existing).  See Figure 9.
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Figure 9: Portfolio Analysis Evolution

C. Perform this function for each project portfolio.  The timing of this analysis will be established by the Portfolio Oversight Group, but should occur at least quarterly.  If there are several portfolios it might prudent to stagger the reviews of each portfolio, doing so many each month, and a year-end review of the value and performance of each portfolio in addition to the value and the performance of projects within the portfolio’s.

1.11.3 Reporting To The Portfolio Oversight Group

A. Project Sponsor and PMO will present the completed project approval packet, including the project request, project profile, and the summary Project Prioritization Scoring Sheet to the Portfolio Oversight Group for review.  This packet provides the underlying detail on the individual projects.

B. A project portfolio value/performance matrix will also be provided indicating the summary scores for each category, by projects and ranked by total score.  The previous periods ranking should also be noted to indicate general movement of the project, its currently perceived value, and its relative performance.  This “Portfolio Analysis” will be sent to the POG for review, and will be a key document in funding decisions for both new and existing projects.

C. At the meeting the Portfolio Oversight Group will review the recommendations, identify projects to be funded, and potentially postpone others, and cancel existing projects.  In doing so; the POG will “rebalance” the portfolio to reflect the strategies of the organization, funding restrictions, and resource constraints.

D. The Program Management Office will take the decisions of the POG and map them to the master integrated schedule and refine the resource allocations.  The Project Portfolio will be rebaselined and distributed to the POG chairperson for final approval.

E. Communications will then be distributed to all stakeholders of the approved project, project rankings, and other key results of the Portfolio Oversight Group meeting.  Stakeholders include all IT associates, Portfolio Oversight Group members, Business Owners, and Project Leaders.

1.11.4 Management Reporting

A. There are a number of forums in which individual projects and project portfolios are communicated throughout the organization.  However, every attempt should be made to promote the level of detail with what the information needs are for the intended group, and what decisions or actions are to be taken based on the information provided.

B. At the Senior Level or Program Level of management, the information is distributed at a fairly detailed project level, and how all project relate to the other projects in aggregate.  The focus is primarily on project performance and the accuracy and ability to realize expected benefits from the project.  Key forums for this type of reporting will come from the following:

1. Program Reviews (See the Program Review Guideline: (GTA-PMO-GLI-200) where individual projects are discussed in terms that address their progress against the project plan, and key issues or risks that require management attention, and what the plans are for the next period.  These reviews are temporal, occurring generally monthly.

2. Stage/Gate reviews with Senior Management are conducted generally at the end of each phased where incremental funding decisions are made.  The Portfolio Oversight Group may supplant this function, or at least the information and recommendations would be submitted to the POG as a part of the project portfolio assessment.  The primary information here is on how well the project is performing and a review of the revised costs, benefits and risks of proceeding to the next phase. In these reviews projects are viewed in isolation. (See the Formal Review Guidebook GTA-PMO-GUI-016).

3. The Portfolio Oversight Group reviews projects as part of an overall portfolio with the objective of maximizing the overall value of the investment in alignment with the organizations strategies.  It combines both the projects value and the project performance in making its decisions.  See above.

C. At the Executive Level summary information across all project in the portfolio is generally provided, with detailed information provided for drill-downs where required.  The objective is to provide a high level “snap-shot” of the project portfolios and summary level “dashboards” of the associated projects that make-up the project portfolio. This approach presents a comprehensive overview of all relevant information in a forum that is sensitive to the time constraints of executive management and the level of detailed required to provide a meaningful status.  The primary focus here is on providing clear visibility into the projects and ensuring that sufficient, objective information is available to make sound business decisions. See figure 10 for an example of an Executive Dashboard.  
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Figure 10: Executive Level Dashboard Example

D. Communication about the individual Project Portfolios and the individual projects should be communicated, at least in summary form, to the organization as a whole.  This communication should provide information of the purpose and objective of the projects, the benefits they provide to the organization, their time frame, and their current status.  Such communication will reduce project requests for similar proposals, potentially engage new participants to the project, and build organizational support for the project efforts.  Communicating the portfolio will underscore the need to view projects in relation to the overall strategies and objectives of the organization. 

1.12 Progress Tracking/Measurement

A.
Change activity in the master integrated plan is tracked.  The following metrics will be reported to provide an indicator of process responsiveness: 

1. Total number of project requests submitted, approved, deferred and rejected.

2. Total number of project requests approved by the Portfolio Management Group through the first Project Request Approval cycle (this will provide an indicator of quality of project requests).

3. Total number of project requests and profiles approved by the Portfolio Management Group through secondary and tertiary Prioritization Approval cycles (to provide a baseline of effort versus ROI for detailed project planning time).

4. Time and Cost through the process. 

5. Changes to the project allocation after Portfolio Rebalancing (Total projects, projects canceled, project postponed, projects approved).

6. Utilization of resources: percentage utilization per staff resource (over 100%, 80% to100%, under 80%, projects understaffed, staff related risks).

7. Projects canceled after initiation (Project performance, reduced portfolio funding, reduced priority, increased risk, unfavorable CBA).

1.13 Verification

A.
The activities for the Portfolio Oversight Group and process will be reviewed by the PMO on a regular basis.  Quality Assurance will conduct periodic audits of the process.

B.
Quality Assurance will examine the process and the product by use of:

	guideline, deliverable or Form
	Document Number

	Project Portfolio Management Guideline
	GTA-PMO-GLI-700
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� This document is written and produced by the Georgia Technology Authority (GTA), Program Management Office (PMO) as part of the strategic Continuous Process Improvement initiative. Questions or recommendations for improvement to this document may be forwarded to any PMO member.
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