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Preface

While portfolio management has been applied in the financial industry since the early
1950s, it is only within the past two to three decades that academic research, plus
guidelines for practitioners, had been conducted and made available. Although some
organizations used portfolio management techniques to select and prioritize programs
and projects to pursue since the 1960s, these organizations rarely discussed its use
recognizing it was a competitive advantage for them to do so. In the late 1970s and
1980s, software to assist in prioritizing programs and projects and to allocate resources
became available, and there was increased interest in organizations to adopt the soft-
ware and then recognition that tools alone were insufficient to manage a portfolio.

Portfolio management requires a culture change, with processes and procedures in
place that are consistently followed at all levels to support organizational strategies and
promote organizational success. It requires strategic goals to ensure the work being
done, whether a program, project, or an operational activity, supports these goals; hav-
ing an inventory of existing work in progress available to determine if it supports orga-
nizational strategy and should be continued; and business cases, which are prepared and
approved for proposed work to undertake. Such a culture change takes time and dedica-
tion to implement, but increasingly, organizational leaders are doing so recognizing its
necessity especially in terms of the complexity of work under way and the often lack of
qualified and available resources to do this work effectively. It also requires some type
of governance structure, such as a Portfolio Oversight Group or Review Board, to meet
regularly and make decisions as to work to continue and work to pursue recognizing
continual change affecting its overall vision and strategic goals.

While each organization has a portfolio, as it represents the overall organization’s
strategic intent, the extent of implementation of portfolio management varies signifi-
cantly. In some organizations, portfolio management may lack visibility or may not
exist in formal way, while in others portfolios exist at the highest level, in a department
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or business unit, and in individual programs with detailed processes to govern how
work will be selected and prioritized and how decisions are communicated to stake-
holders at all levels.

Some organizations have a dedicated person at the highest level as the portfolio
manager with a Portfolio Management Office. However, the portfolio manager faces
far more difficult challenges than those of a program, project, or operations manager.
These challenges are due to the increased number of stakeholders, the ability to com-
municate effectively with stakeholders at all levels, the need to make difficult decisions
in order that the work being done is continually aligned with the strategic goals and
objectives, and to manage risks as they occur and hopefully turn them into opportu-
nities to be pursed and embraced. As well, he or she is responsible for preparing the
processes to follow and the tools and techniques to use and ideally adopts an approach
that is flexible and is not overly bureaucratic so it is useful to people at all levels and
not viewed as extra meaningless work.

Recognizing the importance of selecting and pursuing programs, projects, and
operational work that adds business value with benefits that are transitioned to end
users and customers and can be sustained, in 2006 the Project Management Institute
(PMLI°) issued its first Standard on Portfolio Management. PMI issued a second edition
in 2008, followed by a third edition in 2013. Also in 2014, PMI launched a Portfolio
Management Professional (PfMP®) credential in which several of the authors who
contributed chapters to this book participated, to recognize the advanced expertise of
practitioners in the field. The United Kingdom also recognized the increased interest
in portfolio management and established Management of Portfolios (IMoP®) guide-
lines in 2010, with a guide for senior executives followed by one for practitioners in
2011. In January 2014, a joint venture was established, AXELQOS, to handle a number
of certifications for practitioners including one for the MoP®.

As portfolio management is beginning to be more formally recognized as a profes-
sion of choice, increasingly peer-reviewed journal articles and books have been and
are being published, doctoral dissertations and theses have been and are written, and
universities and training providers are offering courses in it. However, much remains
to be learned and shared.

This book attempts to help fill this void. First, the chapters are written by thought
leaders in academia and business from around the world. Several of the chapters are
written by PfMPs, and the authors have varied experience working with different
organizations across the globe in portfolio management. The people who contributed
chapters for this book also represent each region of the world, the Americas, Europe,
the Middle East, Africa, and Australia. The intent of the chapters is to provide dif-
ferent perspectives as to why portfolio management is essential to all organizations of
various sizes and types.

Following the PMI standard, this book is organized according to its five domains:
strategic alignment, governance, portfolio performance management, portfolio risk
management, and portfolio communications management. The authors were invited
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to select one of these five areas for their chapters, and the area of communications
management received the greatest amount of interest recognizing the importance of
communications for success in portfolio management. Each chapter, however, pres-
ents key insight as to why portfolio management is essential to organizational success
with guidelines, examples, and models to consider along with a discussion and analy-
sis of the relevant literature in the field. This approach can provide guidance whether
one is a portfolio manager; a member of a portfolio governance group; a program,
project or operations manager; or a team member, targeting a broad audience.

'The book is organized so that it can be read in its entirety, or specific chapters of
interest can be read separately and accompanying chapters at a later time. The majority
of the chapters contain references for further reading on the specific topic. Overall,
the book is a reference for the five portfolio management themes. It also serves then as
a reference for individuals who desire to attain the PEMP® credential. Many chapters
reference PMI standards, complement their concepts, and specifically expand on the
concepts and issues that the standards only mention in passing or not at all.

It is our wish that this book enhances your own work in portfolio management at
any level whether you are just beginning or are a seasoned professional as you work
to achieve business value and excellence in your work in your organization. Although
the book provides a variety of examples, guidelines, and techniques to consider, all
portfolios are different and complex—there is no ‘one best size fits all’ approach in this
profession. We hope this book assists you in managing the complexities and changes
that affect your work and enhances your portfolio management practice. We also hope
the research and experiences covered in these upcoming chapters guide you in your
work in portfolio management.
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ORGANIZATIONAL AGILITY THROUGH
ProJecT PorTFoLIO MANAGEMENT

CATHERINE P. KILLEN, PuD

Abstract

In dynamic environments, organizational agility is essential for survival; organizations
must be able to adapt to change in order to succeed. In project-based organizations, a
dynamic project portfolio management (PPM) capability can enhance organizational
agility. PPM is an important organizational capability that enables organizations to
manage and balance the portfolio holistically, to align projects with strategy, and to
ensure adequate resourcing for projects in order to maximize the benefits from proj-
ect investments. A dynamic PPM capability enables organizations to be agile and
flexible by facilitating adjustments to the project portfolio and reallocating resources
in response to the changes in the environment. In order for the PPM capability to
remain relevant, it must evolve to reflect changes in the environment. Examples of
aspects of PPM that enhance organizational agility are outlined in this paper to pro-
vide guidance for practitioners.

Introduction

During the past two decades, PPM has become established as a discipline, and orga-
nizations have been increasingly turning to PPM to help them manage their port-
folios of projects and improve their competitive position (Wideman, 2004; Levine,
2005; Kester, Griffin, Hutlink & Lauche, 2011). Primary goals for the adoption of
PPM are to effectively implement the organizational strategy through the portfolio
of projects and to enhance the long-term value of the portfolio as a whole. As part
of these aims, PPM assists with the management of resources across the portfolio to
avoid a ‘resource crunch’ where the organization attempts too many projects (Cooper
& Edgett, 2003). PPM methods also provide the holistic oversight required to ensure
that there is balance in the portfolio. The use of formal and mature PPM approaches
have been linked with higher success levels in research studies (Cooper, Edgett &
Kleinschmidt, 2001; Killen, Hunt, & Kleinschmidt, 2008) prompting organizations
to focus on the establishment and development of PPM.
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Until recently, PPM has been presented as a series of processes and procedures that
organizations tailor to suit their environment. The common refrain has been that,
once tailored appropriately, the PPM process will assist an organization to achieve a
competitive advantage by implementing strategy, balancing the portfolio, maximiz-
ing the value, and ensuring resource adequacy for projects. However recent research
highlights many other aspects of PPM that paint a picture of increased complexity
and dynamism and offers insight into additional ways that PPM can create value for
an organization (Killen & Hunt 2010; Petit, 2012). PPM is now seen as more than
a process—PPM is an organizational capability that also includes the organizational
structure, the people, and the culture. These elements must work together for effective
PPM, and top management support is an important factor in PPM capability suc-
cess. Recent studies also indicate that PPM has an important role to play in helping
organizations achieve advantages in dynamic environments, and the PPM capability
itself needs to evolve and adjust to enhance organizational agility and contribute to
sustainable competitive advantage (Killen & Hunt, 2010).

'This paper first introduces PPM concepts and outlines typical processes before dis-
cussing the additional challenges for PPM in dynamic environments. To guide prac-
titioners, several examples are presented to illustrate aspects of PPM that enhance
organizational agility in dynamic environments.

PPM Concepts

As many organizations shift to ‘management by projects’, projects are often the main
vehicle for delivering organizational strategy. Definitions of PPM have been evolv-
ing as the discipline has become established. A widely accepted and often referred
to definition of PPM developed by Cooper et al. (2001, p. 3) is that “Portfolio man-
agement. . .1is a dynamic decision process wherein the list of . .. projects is constantly
revised. In this process, new projects are evaluated, selected, and prioritized. Existing
projects may be accelerated, killed, or deprioritized and resources are allocated and
reallocated”. McDonough and Spital (2003 p. 40) point out that PPM is more than
project portfolio selection as it also involves the “day to day management of the port-
folio including the policies, practices, procedures, tools and actions that managers
take to manage resources, make allocation decisions and ensure that the portfolio is
balanced in such a way to ensure successful portfolio-wide new product performance”.
Levine (2005 p. 22) offers a broad definition of PPM: “Project portfolio management
is the management of the project portfolio so as to maximize the contribution of proj-
ects to the overall welfare and success of the enterprise”. Recent research highlights
the fact that an organization’s capability to manage the project portfolio encompasses
much more than the processes and methods identified for PPM; it also requires the
people and a culture that supports information transparency and portfolio level per-
spectives, and it requires organizational structures that provide appropriate levels of
visibility and responsibility to support the PPM capability (Killen & Hunt, 2010).
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Although PPM is tailored for each organization, there are many common elements
and approaches to PPM. In its most simple form, PPM facilitates decisions across the
entire portfolio of projects by (1) collecting information from all projects (existing and
proposed projects), (2) collating and organizing the information, (3) presenting infor-
mation to a carefully selected decision-making team for portfolio-level reviews, and
(4) providing a structure for communicating and implementing decisions. These four
steps are explained with extensions for dynamic environments in the section labeled
Outline of a Dynamic PPM Approach.

Figure 1.1 illustrates a range of common methods and tools for organizing and pre-
senting portfolio data for decision meetings. Portfolio mapping is a common method
to provide a central view of all projects in the portfolio. Portfolio maps plot projects on
two axes and can be used to assist with the selection of a balanced portfolio of projects.
Commonly used portfolio maps balance aspects such as risk versus return and can also
display other information through the size, color, patterns, or notes associated with
the symbol for each project. Scoring models use weightings and ratings to compare
projects based on multiple criteria. Many software applications for PPM offer ‘dash-
board’ displays that show the status of projects on dials and graphs; stoplight report-
ing uses the red and amber colors to highlight trouble areas and green to show the
‘all clear’. Pie charts are often used to communicate the balance in the portfolio; for
example by displaying the breakdown of funding across types of projects in a portfo-
lio. All of these methods and others must be customized for each environment to best
support decision making.
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Figure 1.1 Typical methods for organizing and presenting PPM data.
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While PPM capabilities often have common elements, they must be developed over
time and adjusted to the environment. There is an order of implementation to many
aspects of a PPM capability (Eisenhardt & Martin, 2000; Cooper, et al., 2001). For
example, establishing a foundational capability such as a gated project management
process is an antecedent to the development of an effective PPM capability, and data
gathering capabilities must be developed before the capability to evaluate and adjust
the portfolio mix can be established (Martinsuo & Lehtonen, 2007).

As shown in Figure 1.2, PPM capabilities generally include a gated project man-
agement process integrated with a portfolio-level review process at one or more of
the gates or decision points. In addition the figure also reflects the fact that many

PPM People: The culture
of the organisation, the skills and

Project PPM Structures: The organisational motivation of the people involved with PPM,
Portfolio structure includes a portfolio review board the role of politics and management
Management and other roles for PPM which promotes support for PPM. Activities to develop
(PPM) holistic portfolio level vision, responsibility people aspects of the organisation to best
Capability: and accountability for PPM. support the PPM capability.
A dynamic

capability consisting
of people, structures
and processes that
are continually
monitored and
adjusted to meet the

PPM Processes:
Processes for central coordination of the project portfolio. Projects are usually
reviewed either individually or as a portfolio at one or more of the gates. Projects are most
likely to be reviewed as a portfolio at the main resource allocation gate.

changing
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Figure 1.2 Three dimensions of PPM integrated with tailored gated project management processes.
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organizations develop more than one version of a project management process to cater
to different project types. The main differences between versions of the gated project
management processes are in the number of stages and gates and in the types of
criteria used to evaluate projects at the gates. The three main dimensions of a PPM
capability are also illustrated: ‘process’ dimensions, ‘structure’ dimensions, and ‘people
and culture’ dimensions.

Figure 1.2 also depicts the post implementation review (PIR) as part of the pro-
cess. The PIR is an important stage of the process because the feedback enables the
review, evaluation, and improvement of the project management and PPM processes.
However, research indicates that this is a weak area in many organizations; it is com-
mon for managers to recognize the importance of PIRs, but many find it difficult to
allocate resources or gain support for such tasks.

Recent research shows how PPM capabilities can improve organizational flexibility
and performance by providing a holistic and responsive decision-making environ-
ment in dynamic environments. The role of the project portfolio manager is becoming
formalized as organizations aim to gain the best results from PPM (Jonas, 2010). In
addition to the challenge of multi-project management, organizations must address
the challenges of an increasingly competitive, globalized, and deregulated environ-
ment characterized by shortening life cycles and dynamic markets. Organizational
agility, the ability to adapt and respond to change, is essential in such dynamic envi-
ronments (Killen & Hunt, 2010).

The focus on ‘organizational agility’ in this paper should not be confused with
agile project management approaches. Agile project management approaches offer an
incremental and responsive approach to the management of projects and are becom-
ing adopted in an increasing range of environments; however such approaches are not
the topic of this paper. This paper focuses on organizational agility from a strategic
portfolio perspective. From this perspective, PPM can provide organizational agility
by allowing an organization to identify changes in the environment and to evaluate,
analyze, and adjust the portfolio to respond to changes in the environment. In order to
observe changes in the environment, PPM requires a ‘sensing’ capability that involves
scanning the environment and re-visiting assumptions regularly (Teece, 2007). The
PPM capability is responsible for configuring the organization’s efforts by building
and allocating resources. A PPM capability that is able to do this in a timely fashion to
respond to the environment provides organizational advantages in dynamic environ-
ments: it is a dynamic capability.

Dynamic Capabilities and Competitive Advantage through PPM

Dynamic capabilities are a special type of capability that enables an organization
to respond to changes in the environment. Frameworks to identify and understand
dynamic capabilities have emerged from research on strategy and competitive advan-
tage. One of the goals of strategy research is to determine why some organizations are
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more successful than others and to understand the mechanisms that help some orga-
nizations achieve a competitive advantage. PPM has been identified as one of these
mechanisms (Killen, et al., 2007; Killen & Hunt, 2010). Competitive advantage is the
ability of an organization to create more value than its rivals, and therefore, achieve
superior return on investment (Barney & Hesterly, 2012). One of the streams of strat-
egy research is the resource-based view; the resource-based view proposes that the
differences in the levels and types of resources between competing organizations can
be used to explain differences in organizational success rates. An extension or oftshoot
of the resource-based view is the identification of a special class of organizational
capabilities that enable organizations to effectively respond to changes in the dynamic
environments in which they compete (Teece, Pisano & Shuen, 1997). “Dynamic
capabilities’ do this by providing a capacity for ‘an organization to purposefully create,
extend, or modify its resource base” (Helfat, et al., 2007 p. 4).

An organization’s PPM capability is one of the internal organizational capabilities
or resources that an organization uses to gain competitive advantage. In a dynamic
environment, a PPM capability that acts as a dynamic capability can enable an orga-
nization to be agile and respond to change in the environment. Although dynamic
capabilities are a type of resource-based capability, they do not have the ability to cre-
ate value independently. Dynamic capacities add value by working with the existing
resource-base (Eisenhardt & Martin, 2000) and therefore can be considered ‘enabling
resources’ (Smith, Vasudevan & Tanniru, 1996). It is also important that supporting
capabilities are established before a dynamic capability can be effective (Eisenhardt &
Martin, 2000). Therefore, a dynamic capability such as PPM must be accompanied
by underlying resources and capabilities such as the project management capability in
order to provide long-term competitive advantage in dynamic environments. Dynamic
capabilities play an important role in allocating resources, as well as in identifying the
desired development and direction of resources and capabilities in line with strategy
(Wang & Ahmed, 2007). As a dynamic capability, PPM can improve an organiza-
tion’s “ability to integrate, build, and reconfigure internal and external competencies
to address rapidly changing environments” (Teece, et al., 1997, p. 516) and through

these mechanisms improve the competitive advantage in dynamic environments.

PPM in Dynamic Environments

Learning and change are an important part of PPM’s ability to provide advantages in
dynamic environments. Figure 1.3 illustrates the effect of learning and change on the
PPM capability in order that it evolves to meet the requirements of a dynamic environ-
ment. With learning and change, PPM can be a dynamic capability and enhance com-
petitive advantage. Organizational learning is embedded in PPM capabilities through
mechanisms for tacit and explicit learning. For example, tacit learning—the type of
learning that is difficult to document or codify and is best transferred through experi-
ence or observation—is achieved through the interaction of experienced managers in



