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I
“Your projects don’t support key business initiatives!”
“What am | getting for this huge spend?”
“I can’'t do all of this work with so few resources!”

Low perceived value

Low correlation
between spending and
business strategy

Not enough bang for
the buck

Solution: Portfolio
— Management

ved
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The Problem
2002

IT Strategic Alignment & Governance Observations

V|5|b|I|ty and percelved value
ers with Discretionary IT Spend

B : e ed after ITSC ranked projects
Busmess Strategy not formally communicated to ITSC
Commltted well intentioned IT Steering Committee (ITSC)

W usiness Cases and format
Sub]ectlve vs. Quantitative Analysis

edAnalytics

Source: Presentation by Frank LaRocca, CIO of Keyspan Energy, Jan. 13, 2005

=
Reality

Too many potential projects chasing too
few resources

200% - 300%
overcommitted

All projects suffer ...
« delays

- cost overruns

* poor quality
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Realit

Some projects are better than others
Return on investment
Risk
Efficiency
Fit with strategy

How do we set priorities?

We Need ...

Coordinated
Projects

A governance framework which
Aligns projects with strategy and each other
Invests in projects with highest value
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Solution: Portfolio Management

Make decisions which:

Align execution with
strategy

Maximize value
Most bang for the buck

Balance portfolio

Aim in the desired
direction

" JEE
Why Does Portfolio Management Work?

It gives decision makers a structured
way to evaluate, talk, and make
decisig

|

ez,

Isolated Silos Decibel Decision Making
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. Mod 060511
Where Portfolio Management Fits
Project Management — Do Projects Right
Program Management — Do Projects Together
Market
Planning |||P|E|C|—A
Product
Delivered
Strategic | | | |—A
Planning
Software
Completed
Portfolio
Platform Management —
Managemen Do the Right
Projects | | | é
Business Planning — Service
Aim Right Deployed
Idea Timeline >
- ©2007 Synergy Professional Services, All Rights Reserved

The Portfolio Management Process

Business
Objectives

Define selection criteria
Build business cases
Create strategic initiatives

Maximize value

Bottoms- » N Balance portfolio g 5gipility check
Up Ideas l Capacity planning
A Project planning
Capture ideas Check &
Plan l
Manage
&
Monitor
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The Portfolio Management Process

Plan

Business
CleEaiEs 1. Maximize value
v 2. Balance portfolio
Bottoms- o
Up Ideas » Select —l
4 Check &

3

Manage
&
Monitor

[ |

6\

*
\!
Q\
O
>
A\
o
. KA [Tops down and ]
bott
@s\ ottoms up
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Selection: Maximizing
Maximizing Portfolio Value
Decide how to measure value!
Critical few criteria
True value to the organization
Rate potential projects
Select combination with highest
total value

Consider constraints at high
level

©2007 Synergy Professional I Services, All Rights Reserve d

'z

Who: executive decision makers

| |
Selection: Maximizing
Maximization Process

W\

W\

Gather
resource &
valuation data

hurdles
[~

Value and
rank projects

Financial methods

=] Draw cut line
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Scoring methods
subjectively score
on key factors that
predict success

assign dollar values
to potential projects

Discuss!
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Strategic Scoring Example
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Selection: Maximizing

Example Metrics
Financial

Payback period
Net present value (NPV)
Bang for Buck (BBI)

Scoring
Leverage of core competencies
Market attractiveness e v &

Alignment to Strategy
Technical feasibility
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Selection: Maximizing
Financial Vs. Scoring Approaches

Financial
accuracy is
an illusion

ROI discourages
breakthrough
projects with

uncertain estimates

ROI metrics are
good - they focus on
short term payback

If you can’t
measure it, you
can’'t improve it

It doesn’t
capture soft
benefits

Despite drawbacks, either is better than nothing!
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The Portfolio Management Process

Business
CREiEs 1. Maximize value
v 2. Balance portfolio
Bottoms- o
Up Ideas » Select —¢
4 Check &
Plan l
Manage
&
M0r|1it0r
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Selection: Balancing _
Balancing the Portfolio

Maximizing value is not enough

Highly tuned, but pointing at wrong target

Balance is second weakest element in
portfolio performance (Cooper)

’ Poor Risk Profile ‘

Not Enough Breakthroughs ‘

Short Term Focus ‘

’ Poor Diversification ‘

’ Mismatch with Growth Opportunities ‘

© 2007 Synergy Professional Services, All Rights Reserved

Selection: Balancing
Example:
Resource Usage By Strategic Bucket

Transform
17%
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Example Bubble Chart

Source: Presentation by Frank LaRocca, CIO of Keyspan Energy, Jan. 13, 2005

Source: Presentation by Frank LaRocca, CIO of Keyspan Energy, Jan. 13, 2005
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Important Dimensions of Balance

Risk vs. reward (most popular)
Strategy — tactical range

Market or product line segmentation
Time to completion or profit

-
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The Portfolio Management Process

Business o
Objectives 1. Feasibility check
2. Capacity planning
v 3. Project planning
Bottoms- »
Up Ideas > Select

A

Manage &
Monitor
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Pre-Implementation Check

Portfolio construction used high level
estimates
Now verify that it is actually
implementable
Reconcile with resource details
Tie to budget
Check inter-project dependencies
Check organizational capabilities

Who: execution leaders (project & resource managers)

© 2007 Synergy Professional Services, All Rights Reserved

Reconcile Resource Profile

Over-utilized Skill Set

Month1 Month2 Month3 Month4 Month5 Month6 Month7 Month8 Month9 Month 10 Month 11 Month 12

Under-utilized Skill Set

Feasible Portfolio
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Monitor Portfolio Using Dashboard

© 2007 Synergy Professional Services, All Rights Reserved

Things Change

Regularly monitor portfolio status
Can tie to project management stage gates
Weekly, monthly, quarterly
Rebalance
Make the hard decisions
Reallocate resources
Evaluate new candidates

Plan for emergency escalations
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Six Critical Attributes of a Successful
PfM Implementation

Simple

Customized

Encourages discussion

Aligns strategy and execution

Strong long term executive participation
Frequent and ongoing process

o a0 s 0w D PF

- © 2006 Synergy Professional Services

Portfolio Management

Best Practices

“Big picture” approach
Frequently reviewed
Carefully balanced (eg.
risk vs reward)

Structured investment

decision process
Clear approval criteria
Willing to say “no”

Strong alignment with

both strategy and

execut|on Capabllltles Source: ProSight, Inc

Innovation sandbox

, LLC Inno-

-021
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Portfolio Management
Volatility vs. Portfolio Management Score
2.0
15
«
o 1.0
o0
0.5 —
0.0
Low Scorers Medium Scorers High Scorers
Source: IBM Institute for Business Value, performan ce 1996 - 2001
- ©2007 Synergy Professional Services, All Rights Reserved

Faster time to market
Higher productivity
Less chaos
Delivered strategy

“I have been involved in IT project selection in KeySpan in some way or
form for the past 25 years, this is by far the best analysis | have seen.
All my business units need to be this thorough and transparent and use
this model.”

Robert Fani, COO KeySpan
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Role of Project Managers

Understand how your organization
makes portfolio decisions
Steer your program with an eye o
the portfolio picture
Create value for the business
Understand your project’s role

Speak the language of business
cases

Provide information for portfolio
decision making

© 2007 Synergy Professional Services, All Rights Reserved

Resources
Workshop

Project Portfolio Management: Aligning Projects and Strategy,
OGI School of Science and Engineering, www.cpd.ogi.edu

Books

Portfolio Management for New Products, 2" edition, Cooper et al,
ISBN 0-7382-0514-1

Revolutionizing Product Development, Wheelwright and Clark,
ISBN 0029055156

The Balanced Scorecard, Kaplan and Norton

Project Portfolio Management: Selecting and Prioritizing Projects
or Competitive Advantage, Dye and Pennypacker, editors,ISBN
1-929576-00-5

Other

Pacific Northwest Portfolio Management Roundtable,
www.spspro.com/pfm_rt.htm; www.spspro.com/resources.htm

www.CFO.com and www.ClO.com
Computerworld ROI Resource Center, www.computerworld.com
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