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Introduction

For FAS Inc., a large financial advisory firm in downtown Boston,
having hundreds of projects running at the same time is the norm. In
other words, for CEO David Strassen and the senior project man-
agers, Kerry Murphy and Bill Clements, having a headache is a part
of their daily routine. As Bill puts it, “Every day, I have to play a game
with my fellow project managers called ‘beg for bodies.” In this game
we meet and allocate our department staff to project teams. We use a
spreadsheet to do this. The sheet tells us that we are overallocating
everyone. It also tells us that even if they were available, we are out of
budget. But still we play the game.” They all feel that their projects are
always restricted by cost, time, and available resources—ticking time
bombs that can explode at any time. When failure is not an option, the
pressure to successfully complete the projects takes its toll on some of
the project managers.

Does the situation sound familiar to you? If yes, then a Program
Management Office (PMO) might be the solution to your problem.
This book introduces the concept of having a centralized office that
manages the running of multiple projects at the same time and that
has the aim of achieving an optimum performance for the whole or-
ganization. Throughout this book, we will draw examples from FAS
Inc., which is based on a real-life company, so that we can learn
from its experience in finding project solutions through the PMO.

Just like FAS Inc., to stay ahead of competitors in today’s com-
plex business environment, an organization must constantly respond
to challenges. Organizations are always required to be both reactive
and proactive to changes coming from the inside and outside, such

Xi
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as competitors’ moves, changes in regulations, internal restructuring,
and so on.

More often than not, responding to all of those challenges results
in the running of multiple projects at any one time. The complexity

of such a situation creates a number of issues, such as the following:

®  Scarcity of Resources. Every organization, no matter how pros-

perous it is, has limited access to resources, be it human
resources, financial funding, or time. With such limitations im-
posed on them, organizations must effectively allocate their re-

sources among a number of different projects.

® Inconsistency in the Management Process. Inconsistency

between one project and another is a common problem that
plagues a lot of organizations, especially those whose project
management capabilities are not yet mature. They are faced
with difficulties in consistently measuring the performance of
various projects. For example, Project A and Project B are two
very similar projects with very similar outcomes. However, due
to the lack of a PMO in the organization, these projects are
managed differently with different performance metrics. As a
result, Project A is deemed a failure and Project B a success,
even though that may not be the case if a consistent measure
were applied to both projects.

® Lack of Coordination Between Projects. With multiple projects
running at once, a company is confronted with the difficulty
of monitoring each project’s success. It is important to be
aware of how a lack of coordination will inevitably create
disruptions in the organization. Examples are those projects
that might have slipped “under the radar.” While still costing

the company money, they no longer deliver.

® Difficulty of Selecting Projects That Are Aligned with the
Organization’s Vision and Mission. Most organizations are
confronted with this difficulty. Without a proper mechanism,
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irrelevant projects might be approved instead of those that are
more valuable.

The running of multiple projects without the existence of a cen-
tralized coordinator will almost certainly result in a number of issues,
such as these. Such problems interfere with the efficiency and ef-
fectiveness of an organization’s business operation. As we all know,
an organization that is not equipped to handle the challenges of to-
day’s competitive environment will soon lose its ability to survive in

the market.

Objectives

The importance of having a proper project governance has been
highlighted by a number of researches: A team from MIT Sloan
Schools’ Center for Information Systems Research found that “firms
with superior IT [information technology] governance had more than
20% higher profits than firms with poor governance given the same
strategic objectives” (Weill and Ross, 2004).

According to Gartner Research, the world’s leading information
technology research and advisory company, “IT organizations that
establish enterprise standards for project management, including a
project office with suitable governance, will experience half the ma-
jor project cost overruns, delays, and cancellations of those that fail
to do so” (Gartner Research, 2003).

In other words, Program Management Office (PMO)—also
known as Project Center of Excellence, Project Management Group,
and many other similar names—offers the solution. The Program
Management Office Advantage introduces the PMO from a business
perspective, as opposed to the narrow and more specific project per-
spective. Not only does it focus on the PMO’s internal project-related
activities (i.e., PMO’s roles in monitoring projects’ progress, imple-

menting project management standards throughout the organization,
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selecting and auditing projects, and so on), it also discusses how the
PMO will fit best into the organization (i.e., the justification to have
a PMO, what needs to be taken into consideration before setting up
the PMO, how to align the PMO with the organization’s vision and
mission, and so on). The concepts offered in this book can be used
as a starting point for the readers to create the PMO that will serve
their organizations best.

With emphasis on practicality, this book deliberately leaves out
the complicated formulas and theoretical metrics associated with the
technicalities of project management, which can be found in other,
more advanced books.

In addition, the Project Management Institute’s Project Manage-
ment Body of Knowledge (PMBOK) and the UK Office of Govern-
ment Commerce’s PRINCE2—the de facto industry standards for
project management theory—were referenced closely throughout the
book as the main resource to base our overall PMO concept on.

Who Should Read This Book?

It is interesting to note that, although PMO is mainly pioneered (and
widely used) in the IT industry, its practice is applicable to various
industries, from construction to finance, from health care to educa-
tion. The same goes for the concepts and ideas we offer here. Be-
cause of their generality, readers will easily be able to adopt most of
them and adapt the rest to suit differing industries.

Regardless of the occupational field, however, we believe this

will be of special interest to:

® Project managers who are already faced with the challenges of

managing multiple projects at once

® Functional managers and company executives who are
interested in improving the efficiency of the running of

projects in their organizations
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® General readers with an interest in project management and in
the use of the Program Management Office (PMO)

How This Book Is Structured

The book is divided into five parts, paralleling the different aspects
of a Program Management Office.

® The first part begins with a general overview of Program Man-
agement Office: key definitions used in the book, what a PMO
does, the benefits of adopting a PMO, factors to consider
before creating one, how a PMO relates to other parts of the

organization, and so on.

® Assuming that by the end of the first part we are successful in
convincing you of the useful purposes of a Program
Management Office, the second part will discuss the PMO’s
role as a coordinator in detail. We outline all the major
functions of a Program Management Office, from providing
project management training to creating and implementing a

standardized project management process.

® The third part discusses the systems and processes involved
in the interaction between the PMO and the projects: for
example, the processes involved in monitoring a program, the
processes in selecting and auditing projects, and the processes
in choosing the most suitable system to support the PMO.

® The fourth part looks at the Program Management Office as an
independent business division. With sufficient understanding
of the various aspects of a Program Management Office
discussed in the preceding sections, the readers will then be
introduced to the required steps in establishing and running a
PMO. This includes preparing for the PMO (facilities wise,

establishing governance, and envisioning the right type of
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leadership), implementing the PMO into the organization (i.e.,
dealing with resistance, which may be encountered), and
measuring the PMO’s performance through key performance
indicators (KPIs) and audit processes.

e The fifth part consists of a brief chapter on the future direction
or trend of the adoption of PMO across various industries. As
organizations will continue to evolve, so will the PMOs morph
their functions and roles to suit the organizations they serve. In
this chapter, we discuss our vision of a future PMO and the

journey to get there.

This book is structured in such a way that it can be a starting
point for people to become familiar with Program Management Of-
fice. Not only does it provide the big picture of the concept, it also
provides practical examples and templates that are general enough
to be understood easily, yet detailed enough to provide guidance.
We hope that, after reading the book, readers would be able to pin-
point how a PMO can improve their organization’s performance and

understand what steps are necessary to make it happen.
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Defining the Program
Management Office

In the Introduction, we highlighted how a modern-day organiza-
tion is challenged to be constantly on the move and to be proactive
against the changes in the business environment, as well as how
such a situation prompts the organization to run multiple projects
at any one time, each responding to a different challenge. We then
briefly discussed how a Program Management Office (PMO) pro-
vides the solution, which allows the organization to be more effi-
cient and effective in running the projects. Given that, this chapter
provides a general overview of what a PMO does, what benefits a
PMO offers, and the PMO’s role in both the project and business
environments.

However, before we begin, it is important to clearly define the
meaning of the terms we’ll use, because understandably there is
still a lot of discussion on the blurred line that distinguishes proj-
ect, program, and portfolio, thus impacting the terms “Program
Management Office” and “Project Office.” After reviewing the use of
the terms by various organizations, definitions provided by gov-
erning bodies, and our own experience, we decided to adopt the

following list.
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Key Definitions

Project A structured process established to deliver specific outputs

within the applicable constraints (time, cost, and quality) while tak-
ing into consideration elements such as risks and resources. Pro-
jects have a start date and an end date. In an organizational context,
projects are created as means to respond to business changes,
which may be a result of changes from outside the organization
(e.g., a competitor’s new strategy threatening the organization’s mar-
ket share, thus prompting an aggressive marketing project) or from
inside the organization (e.g., key personnel leaving the organization,
taking their knowledge with them, thus prompting a Knowledge
Harvesting project [discussed in more detail in Chapter 8.

Program A structured process of managing multiple ongoing projects

within an organization. The focus of Program Management is the
alignment of ongoing projects with the goals of the organization;
thus the aim of a program is to group related projects that warrant
optimum coordination of resources at the most beneficial alloca-
tion for the organization. In contrast to projects (which have a def-
inite end date), programs tend to be ongoing.

Portfolio Simply a collection of programs. Portfolio management is

about selecting a combination of programs that will give the or-
ganization the most optimized profits at the lowest risk. The Pro-
ject Management Body of Knowledge (PMBOK) defines that the
programs of the portfolio “may not necessarily be inter-dependant
or directly related.”

Project Office An administrative function of a project. A Project

Office does not only provide key support to the project manager
but also liaises with the Program Management Office to ensure
that its project adopts the most current project management
standards implemented by the PMO.

Program Management Office (PMO) An operation center that not

only governs and supports projects from initiation to completion,
but also plays an important role in improving an organization’s
project management capabilities. The ideal model for the PMO will
greatly depend on the need of the organization and its ability to
support it (discussed further in Chapter 3).
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Note that although the terms “program management” and “port-
folio management” are often used interchangeably, for consistency,
we will adopt the term “Program Management Office” instead of
“Portfolio Management Office” throughout the book. Our experience
shows that the phrase “Program Management Office” is more com-
monly used, and we decided to adopt a term that most readers will
be familiar with. Additionally, the term “portfolio” may create ambi-
guity within an organization because the same term is widely used
in the finance department.

PMO in Project and
Business Environments

Although the existence of a PMO is based largely on project man-
agement, its influence goes beyond the project environment. In this
section, we will discuss the interactions involving the PMO in both
the project and business environments.

In the project environment, the PMO is responsible for improv-
ing the organization’s project management capability (see Figure 1.1).
As the project authority, the PMO decides on the standard to be ad-
hered to by all project participants. Its main role is to provide cen-
tralized monitoring and support for the projects and to bring them to
successful completion. This means overseeing and liaising with the

Project Offices (explained in more detail in the following chapters).

PROGRAM MANAGEMENT OFFICE (PMO)
A A A A
Project Project Project Project
Office 1 Office 2 Office 3 Office 4

Figure 1.1 The Project Environment and its participants.
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In the business environment, the PMO’s role is to liaise between
the business participants and the project participants (see Figure 1.2).
For example, all business initiatives, once approved, will have to be
implemented, in most cases, within a definite time period so that the
impact can be immediate. At this stage, the PMO, in discussion with
the business executives (i.e., the CEO, the CFO, or other depart-
mental heads) will start the coordination with project staff to ensure
that the business initiative is implemented within the allocated time,

budget, and quality specifications.

Project 1

Organization’s
Vision and
Mission

Project 2 PMO

Initiatives

v

Project 3

Figure 1.2 The Business Environment and its participants.

Benefits of a PMO

After reviewing the PMO’s roles in both the project and business
environments, we can see that the need for a Program Management
Office is compounded by the following factors:

® Multiple projects result in competing demands for limited
resources (people, space, infrastructure, and so on). Without
the existence of a central organizer such as a Program Manage-
ment Office, it is not easy to determine the best project for

allocating resources.

® The degree of uncertainty from inside and outside the organi-
zation requires a flexible information flow to facilitate rapid

and accurate communications among project participants.
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® Interdependency among projects prompts centralized, high-
level monitoring by a Program Management Office.

® Each project has its own management and administrative
process, resulting in difficulties for an organization to measure

the performance of one project against another.

® Lack of coordination among projects inevitably creates disrup-

tion in the day-to-day operation of the organization.

Program Management Office, as the central projects coordinator,
has the main role in implementing a standardized project manage-
ment process and procedure across the whole organization. Such stan-
dardization provides a solution to those problems, and it has a number
of benefits to the organization, both projectwise and businesswise.

Here are some examples of PMO benefits:

® It reduces the time and cost associated with setting up the
project from scratch (thus avoiding “reinventing the wheel”).

® It facilitates a faster response to changes imposed by a com-
petitive business environment and improves the timeliness of

projects’ deliverables.

® It provides consistent means of measurement for all projects’
performance.

® As the conduit between the projects and business executives, a
PMO provides an efficient channel for the escalation (thus the
resolution) of project issues, and it helps make project risks
visible.

® PMO assists business executives by providing a high-level
view of projects (strategic alignment, benefits, and
performance), thus assisting them in making decisions on
resource allocation.

® It manages project interdependency by acting as the communi-

cation hub for the projects.
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e The PMO provides consistent project management training,
reducing the need to outsource to external consultants.

®  As projects come and go, the Program Management Office
facilitates the formal retention of knowledge.

® The PMO can group related projects into programs to make

possible the efficient use of resources.

® It ensures that programs are executed in such a way as to
adhere to company goals and objectives.

® The PMO facilitates each program by the provision of tools

and resources to assist the management teams.

e It provides management reporting to alert teams of project
status and potential issues.

® It furnishes risk mitigation assistance when the risk is
identified.

e It improves overall business performance.

These examples offer a glimpse of how a PMO offers benefits
that every organization must weigh. However, as will be discussed in
the following chapters, an organization must first have a clear un-
derstanding of what it will require from the PMO. Afterward, it can

justify its decision and obtain the support of project participants.

PMO Activities

Although PMOs vary from one organization to another, the activi-
ties performed are generally the same. Here are some of those
activities, which will be discussed in more detail in subsequent
chapters:

® Project Resource Management. The PMO is responsible for
coordinating resources (human resources, equipment, space,
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and so on) according to what each project demands and the
amount of resources available (either from within the organiza-

tion, from temporary resources, or through outsourcing).

Financial Management. The PMO is required to produce a
consolidated financial statement, compiled from each project,
with a certain frequency (which could be weekly, monthly,
quarterly, and/or yearly). The statement should contain informa-
tion such as the actual budget and expenditure, as well as the
projected budget and expenditure. In addition to monitoring
the projects’ progress, the information can also be used to

determine funding allocation.

Vendor Management. The PMO assists each Project Office with

the management of third-party contracts with vendors.

Process Management. The PMO standardizes and continuously
improves the operational processes and procedures in the proj-

ect environment.

Program Monitoring (Quality Management). The PMO is
responsible for monitoring the progress of each project in
terms of schedule, scope, changes, cost, and quality. This is
done through a gated approval process (discussed further in
Chapter 12), the auditing process, and regular reporting to the
PMO by each Project Office.

Project Selection. The PMO assists the business executives with
selecting projects that are aligned with the business by, among
other things, identifying potential risks, reviewing the

company’s capabilities to undertake the projects, and the like.

Knowledge Management. Knowledge management goes
beyond managing data and documents. It also makes sure that
all the knowledge gained and the lessons learned are not lost
(i.e., by creating a project knowledge repository) when experi-
enced personnel leave the company. More importantly, knowl-

edge management is about making sure that the organization
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cultivates its existing project knowledge, continuously improv-

ing it and sharing it as a part of the staff development process.

®  Communications Management. The PMO develops and imple-
ments a communication plan that involves all the stakeholders
(e.g., the Project Offices and the business executives and steer-
ing committees). The activities may include the dissemination
of information, escalation of issues, and others.

®  Customer Management. The PMO’s customers are those work-
ing both in the project environment and in the business
environment. To maintain customer satisfaction, the PMO
needs to engage its staff in continuous service improvement
activities (such as customer service training, launching a survey
on customers’ satisfaction, and so on).

®  Training Management. A proper training program is essential
to the success of the PMO. It will enhance the skill sets of em-
ployees, train them in best practices, build expertise, and ulti-
mately enhance the organization’s ability to execute. It is the
PMO’s role to work closely with various Project Offices as well
as with the organization’s human resource coordinator to
create a training program that is consistent with the
organization’s strategic positioning.

Conclusion

Now that we have presented our case on the need for PMO, readers
should realize that having a PMO in the organization is not a one-
size-fits-all approach. In the following chapter, we will discuss how
the shape of the PMO will largely depend on the organization’s need
and capability to support it. We will also look at what measures can
be used to justify a PMO.
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5 Things You Need to Remember from This Chapter
. The definitions of project, program, portfolio, Project
Office, and Program Management Office

. The importance of PMOQO'’s liaison between the project and
business environments

Issues that prompt the need for PMO for an organization to
maintain its competitive advantage

. The benefits offered by PMO to an organization

. The various activities carried out by the PMO
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Justitying the Program
Management Office

In the previous chapter, we discussed the abundant benefits offered
by the PMO. It is no surprise, then, that the use of PMO as an inte-
gral part of an organization’s success story is getting more and more
common in large organizations such as Hewlett Packard, Bank of
America, Morgan Stanley, and the U.S. Environmental Protection
Agency (EPA), among many others. However, understandably, the es-
tablishment of a PMO requires a lot of investment, be it time, human
resources, or money. Furthermore, the implementation of a PMO will
result in big changes, such as changes to the organization’s culture,
structure, financial condition, and so on (discussed in the following
chapters).

Because of the large impact a PMO has on an organization, it
is important to realize and agree early on that the decision to set
up a PMO should be a well thought-out business decision justified
by the amount of return. Note that other important aspects have to
be considered. For example, the PMO’s capability level (.e., its
roles and authority) largely depends on the organization’s needs
and on the PMO’s position in the organization’s hierarchy, which
is determined based on the most efficient interaction between the

PMO and the rest of the organization. Given that, the decision-

13
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making process should go beyond the scope of monetary con-
siderations.

This chapter looks at the various aspects to consider before jus-
tifying the need to establish a PMO in the organization. It also pres-
ents a viable method, the Cost-Benefit Analysis method, which
attempts to quantify the cost and benefits related to the PMO, to help

with the justification process.

Factors to Consider Before
Establishing a PMO

It is essential for the success of a new PMO that there be a clear un-
derstanding beforehand of what will be required from the PMO, as
well as whether the investment to achieve those capabilities will ben-
efit the organization. Answers to the following questions indicate the
organization’s capacity and capability to incorporate a PMO into their
structure.

Does the PMO fulfill the organization’s needs? This is the most
important question to answer in justifying a Program Management
Office. Typically, the larger the organization, the greater the need is
for a PMO. Large organizations are expected to have multiple proj-
ects running simultaneously, and each project can have fairly com-
plex tasks with widely ranging impacts. In those circumstances, the
justification for having a PMO can be straightforward because the
impacts of losing control over multiple projects is often more ex-
pensive than the investment required to establish and implement
a PMO.

Does the PMO [it the organization’s goals? Generally speaking,
the underlying idea for any company is to develop competitive ad-
vantages in the existing industry vis-a-vis its competitors. These
competitive advantages are manifested through projects. For exam-
ple, realizing that there is still a gap in the market for a certain prod-

uct, a company may decide to launch a product development
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project to capture the market share. This makes projects a critical
part in achieving the goals of an organization. Because the primary
purpose of a PMO is to support the organization’s strategies in
achieving its vision and mission, there has to be a good fit between
the company’s plans and the PMO. Understanding the organization’s
aims impacts how the PMO will be introduced to the organization
and how it will operate because it determines a number of things,

such as:

® The appropriate level of capability and authority to allow the
PMO to be most effective

®  Whether the establishment of a PMO provides a suitable return
on investment (ROI)

® How the PMO will make the organization more competitive

® The best place to position the PMO within the organizational
chart

® How large the organization is—how big the PMO needs
to be

©  And so on

Is the organization mature enough to handle the change? What is
the organization’s culture, and how will it react to the PMO? An ex-
tremely important factor to consider when deciding to set up a PMO
is the organization’s culture and maturity. Culture can be a facilitator
or a constraint. Just like every change that occurs in any organiza-
tion, the creation of a PMO will face resistance from some people.
Resistance could come from the (internal) project managers them-
selves, clients, vendors (external), or other stakeholders. Project man-
agers may feel unnecessarily supervised by the PMO and hence
resist such an authority, or they may simply try to protect their in-
dependence or avoid, in their opinion, more bureaucracies. It is in-
cumbent on the top managers and the key managers to be the
champions of the PMO and provide the support to make the change.



16

Overview

(More in-depth discussion on implementing a PMO is presented in
Chapter 17.)

Does the organization have the capability to establish and run the
PMO? Another important issue is the ability of the organization to
equip the PMO with the required resources (financial resources,
skilled staff, office space, time, equipment, sufficient project man-
agement competencies, business skills, and so on). It may be that the
organization already has the capabilities and resources at its disposal
and that they only need to get organized. Or it could be that the or-
ganization doesn’t have the resources, in which case it will have to
figure out ways to procure them. Although resource constraint is an
immediate issue for most companies, it should not be a primary fac-
tor for considering a PMO.

What will be required from the PMO? Taking into consideration
the organization’s business strategic position, the decision makers
need to define the PMO’s goals/objectives, roles/functions, respon-
sibilities, and authority. Having these items stated clearly ensures that
the PMO can operate smoothly.

How will the PMO fit into the organization? The fit between
the PMO and the organization’s structure, culture, and operational
processes is crucial if the PMO is to succeed. In terms of the
PMO’s role in the organization, the decision makers need to con-
sider whether it is mainly a support function or a primary function,
and whether it should be treated as a profit center or a cost cen-
ter. As for the authority and reporting relationships, they need
to weigh various factors before deciding where the PMO should
be placed in the organization’s hierarchy. A good balance must
be struck between autonomy and dependence to optimize the
PMO’s performance. (More in-depth discussion of positioning the
PMO within the organization’s structure is presented in the next
chapter.)

What will the PMO require to operate? What will its strategic po-
sitioning be? There is a wide range of factors to consider in an-
swering this question. To be able to determine them, the decision
makers need to consider both the internal and external environ-
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ment of the organization. A number of factors from within the or-
ganization may affect the PMO’s strategy and operation, such as the
organization’s geographic spread, the organization’s value chain,
and so on. There are also factors from outside the organization to
consider, such as the competitors’ position; market maturity; any
political, legal, or social issues that may be prevalent in the PMO;
and so on.

These questions are indicative of which direction an organization
should take in preparing itself for a PMO. The readers are encour-
aged to think outside the box and be creative when questioning their
own organizations’ readiness for a PMO.

Justification Method

Upon answering those provocative questions, if an organization de-
cides to establish a PMO, it needs to justify its decision. One of the
methods that can be applied to make the judgment is Cost-Benefit
Analysis. Since a detailed explanation of Cost-Benefit Analysis can
be found in numerous finance textbooks, we will provide only an
overview of the method.

Cost-Benefit Analysis

Cost-Benefit Analysis is a method to appraise the monetary value of
a proposal by weighing the total expected benefits, both tangible
and intangible, against the total expected costs, both tangible and in-
tangible. However, the problem associated with such a method is
quantifying a cost or benefit whose value is not readily available. For
example, it will be easy to determine how much staffing the PMO
will cost (estimated man-hours, estimated dollars per hour), but it will
be difficult to forecast how much money the company will save in
the future by adopting the PMO. At the end of the day, this method
is still an estimate, with all the inaccuracies that come with it.

In the analysis, cost can be determined by allocating monetary
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Making a Case:
Justifying the PMO

CEO David Strassen of FAS Inc. had seen his company grow ten-
fold in the last five years. As a result of increased regulatory
scrutiny on finance companies, the systems solutions and con-
sulting services his company offered specifically to assist those
clients impacted by changes to the financial accounting standard
had been very popular. However, lately, as his organization was
managing more and more projects, the clients were complaining
that they were not getting the service levels they agreed to.
Dave’s director of sales, James Holland, was accusing the tech-
nical team of not knowing what they’re doing.

The technical team, who seemed to lack morale, was constantly
delivering late and over budget. The product rollouts always
seemed to have missed major requirements. When discovered,
the misses were hastily fixed by the development teams without
management review, and this had led to unexplainable cost
overruns. Many of the programmers complained to the systems
manager, Bill Clements, of stress and were often heard saying
that they had too many poorly defined projects to work on at
one time, leading to mistakes and poor product releases. Bill
brought this to sales’s James Holland, but the response he usu-
ally got was. “The customers are the reason we have a job.” Bill
complained to Dave that the sales team constantly “sells stuff
we don’t do or can’t do.” His budget had been exceeded by
$300,000 last quarter alone. And he had just lost two of his best
project managers, who no longer could stand the work pres-
sure. “We have to come up with a solution, Dave,” said Bill.
Both Dave and Bill came across a PMO in an article in a project
management magazine a while ago, and they thought this might
be the solution to their problem.
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Prompted by these problems and a constant headache from the
people complaining to him, Dave decided to have Mackenzie &
Co., a management consulting firm, come in and see what could
be done to address some of the issues. After spending time on-
site, Mackenzie suggested that the problems were not necessar-
ily with his people, but with the processes they used, or the lack
thereof. The firm determined that the company’s activities could
be split into three separate areas: expense reporting, interna-
tional taxation, and specialty consulting. They recommended that
Dave set up a program for each area and introduce a Program
Management Office to run them. He liked the recommendations
but knew he was not the person to carry them out. So he hired
Paul Witten, a well-known program manager, to get the Office
off the ground. (To be continued in the next chapters.)

values on the resources required to establish and run the PMO.
These costs should be comprehensive and include those that are di-
rect as well as indirect (e.g., travel cost, personnel cost, resource ac-
quisition cost, and so on). Other types of costs, such as those to be
discussed in this chapter, must also be considered.

Measuring opportunity cost (i.e., possible loss of profits due to
the company’s decision to invest in establishing and running the
PMO instead of pursuing other opportunities) is always difficult and
is usually an estimate. However, to get a full picture of the total costs
associated with the PMO, the opportunity costs must be included
(this includes both short-term and long-term costs). Recurring costs
(i.e., regular cost such as electricity bills, staff salary, stationery pur-
chases, and so on) and nonrecurring, one-time investment-type costs
(e.g., investment to purchase equipment or fixed properties that
rarely occur more than once due to their long life span) are other
types of costs to be taken into account.

Benefits are positive outcomes that can be reasonably identified as
the results of having a PMO in the organization (e.g., projects are run
more efficiently resulting in cost savings, projects are selected more
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effectively yielding higher return to the company, and so on). Mone-
tary values can easily be assigned to some outcomes, but others may
be more difficult to value. In such instances, it may be useful to refer
to the historical data and to conduct analysis on the amount of mon-
etary loss in the past caused by the lack of projects’ monitoring, analy-
sis on the number of projects completed within schedule in the past,
how much improvement can be achieved with a PMO, and so on.

Similar to costs, both real (or actual) and potential benefits should
be assessed. Recurring and nonrecurring benefits must also be cap-
tured to the extent possible.

Example of Cost-Benefit Analysis:
PMOQO Justification

Cost-Benefit Analysis typically adopts the time value of money. Bear
in mind the financial concept of discounted value—the value of $1
in the future will be less than the value of $1 today due to inflation.
Thus, monetary benefits that will occur in the future (note that the
benefits from PMO are not always immediate) will have to be
brought to today’s value by using a discount rate. However, for the
purpose of simplicity, the following example assumes that everything
happens at time 0 (i.e., today, when all future values would have

been discounted).

Benefits
1. Yearly savings from approving the “wrong” projects ~ $300,000

2. Increased revenue from having a standardized

project management process $190,000

3. Yearly savings from project costs that can be
avoided by having a PMO $80,000

4. Increased revenue from improving staff’s project

management skills $50,000
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Costs

1. Yearly PMO staff’s salaries $350,000
2. Yearly equipment and space rental and purchase $50,000
3. Yearly PMO training $50,000

Assuming that all of the benefits and costs occur at time 0, the net
income for the organization is $620,000 — $450,000 = $170,000 (increase
of revenue per year). This scenario justifies establishing a PMO.

Conclusion

In this chapter, we have discussed the importance of justifying the
establishment of a PMO. The next step, as will be discussed in the
following chapter, is figuring out the PMO’s level of capability and
how exactly it should fit into the organization’s structure.

5 Things You Need to Remember from This Chapter

1. How the presence of a PMO will greatly benefit an organi-
zation, and why it must be a justified business decision

2. The importance of knowing beforehand what the organiza-
tion wants to get out of the PMO

3. How critical the issue of fit is to the success of the PMO,
which has to suit the organization’s culture, vision, and
mission

4. The dependence of the PMO’s capability level on what the

organization can do to support it

5. An understanding of how to use the Cost-Benefit Analysis
method, while realizing that it has its own strengths and
weaknesses
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The Program Management
Office in the Organization

As we mentioned in the previous chapter, the justification for a PMO
should be a well thought-out business decision. Once the organiza-
tion decides that it needs a PMO, the next step is to consider the
kind of PMO that will suit it best. To help answer that question, the

organization must consider these two important aspects:

1. The PMO’s Capability Level. What types of roles does the
organization want it to carry out? What kind of authority,
if any, should it have? Does the organization have the
resources—time, money, people—to support the type of

PMO it envisions?

2. The PMO’s Position in the Organization’s Structure. Where is
the best place to locate the PMO so that its interaction with
the rest of the organization is optimized?

This chapter will guide the readers to find the answers.

23
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PMO and the Organization’s Structure

The introduction of a PMO will likely have an effect on the organiza-
tion’s staffing structure because it could result in a shift of authority and
resources within the organization. Before we look at where a PMO will
best fit, we will first look at the common organization structures. The
Project Management Body of Knowledge (PMBOK) has broken this
down into three types: functional, projectized, and matrixed.

The Functional Organization

A functional organization is hierarchical, and the entire company is
classified according to the specific functions performed (e.g., sales and
marketing, accounting, human resources, finance, and so on). See Fig-
ure 3.1. In this structure, projects are undertaken on a departmental
level. If multiple departments are involved, each is responsible for their
own department-related tasks (i.e., the finance department will be
concerned only with the financial aspect of the project, the human re-
sources department will be concerned only with the staffing of the
project, and so on). Any departmental communication within the proj-
ect will be carried out by the departmental managers.

Functional structure works mostly in small firms having a few
products and/or operating in a few markets. Such a structure pro-
motes efficiency and quality because it creates specialists or profes-
sionals within each functional unit. As the firms begin to grow and
the strategy becomes more complex, the functional structure can be
less efficient and even problematic. The narrow specialization that is
demanded by this structure can make individuals become too fo-
cused; potentially they can lose sight of customers’ needs and other

demands that are important for success.

The Projectized Organization

The polar opposite of the functional structure, the projectized struc-
ture, will see teams that focus primarily on projects. See Figure 3.2.
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Figure 3.1 Functional structure. From: Project Management Institute, A Guide to
the Project Management Body of Knowledge (PMBOK® Guide)—Third Edition,
Project Management Institute, Inc., 2004. Copyright and all rights reserved. Ma-

terial from this publication has been reproduced with the permission of PMI.

When firms are involved in multiple markets or have a large num-

ber of product lines that require cross-functional interaction, such a
framework is appropriate for handling demands. In this structure,

each project is run as a separate, autonomous unit, and decision

making becomes timely and effective. The project manager, having

total control of the allocated resources and budget, runs the group

as a profit-and-loss center.
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Figure 3.2 Projectized structure. From: Project Management Institute, A Guide to
the Project Management Body of Knowledge (PMBOK® Guide)—Third Edition,
Project Management Institute, Inc., 2004. Copyright and all rights reserved. Ma-
terial from this publication has been reproduced with the permission of PMI.
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Although there are significant advantages for having a projec-
tized structure, the framework is not without fault. At the end of the
day, there is a limit to the amount of resources available to the
whole company, and, because resources are often allocated based
on relative performance, the shortfall can generate internal compe-
tition among the divisions. Furthermore, keeping the divisions au-
tonomous with full functional capabilities means that there will be
a duplication of activities across the organization and that can be

expensive.

The Matrix Organization

Matrix structure is basically a combination of functional and projec-
tized structure. It attempts to capture the benefits of both previously
discussed structures. However, just like the other two structures, a
matrix structure also has its own disadvantages. In a matrix structure,
two reporting channels exist in parallel. For example, a certain Pro-
ject A might need an accountant, who will be seconded from the fi-
nance department. In such a situation, the accountant will have to
report back not only to the project manager of Project A, but also to
the manager of the finance department. Needless to say, this may
create confusion and competition for resources.

However, these disadvantages can be justified by the benefits:
faster and better responses for unpredictable and complex chal-
lenges. Considering today’s business environment, such a capabil-
ity is necessary for an organization to sustain its competitive
advantage. Understanding that the success of a matrix structure
hinges on the firm’s ability to share, constant negotiation and com-
munication between managers are important. If implemented cor-
rectly, the matrix structure can foster a strong, more tight-knit
organization.

The matrix structure is broken down into three types: weak ma-
trix structure, balanced matrix structure, and strong matrix structure.
Each has a varying degree of project orientation vis-a-vis functional
orientation.
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Generally, a weak matrix structure (see Figure 3.3) sees staff
from across the organization work on different projects but still
report within the departmental hierarchy. No one is specifically
assigned to be the project manager, and the person who gets
to coordinate the tasks will have minimum control of resources
and will not be responsible for the project budget. Individual
staff within the project will report to their respective functional

managers.

A balanced matrix structure sees a project as having a
project manager with more authority over resources and lim-
ited control over the budget (see Figure 3.4). However, the
reporting hierarchy generally still moves along the functional
lines. In other words, project managers are still working
under a functional division and are reporting to the manager
of that division.

In a strong matrix structure format, the project manager is
able to exercise considerable control over resources and budget
(i.e., projects are managed by the project managers).
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Figure 3.3 Weak matrix structure. From: Project Management Institute, A Guide
to the Project Management Body of Knowledge (PMBOK® Guide)—Third Edi-
tion, Project Management Institute, Inc., 2004. Copyright and all rights reserved.
Material from this publication has been reproduced with the permission of PMI.
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Figure 3.4 Balanced matrix structure. From: Project Management Institute, A
Guide to the Project Management Body of Knowledge (PMBOK® Guide)—Third
Edition, Project Management Institute, Inc., 2004. Copyright and all rights reserved.
Material from this publication has been reproduced with the permission of PMI.

In this structure, both the project manager and the project staff
may be sourced either from inside or outside the company
(outsourced or temporary external staff). Such an arrangement
allows for a clever use of scarce resources because, once the
project is over, internal staff can return to their original divisions
and temporary external project staff can either be reassigned or
deployed. This type of approach to project management has
become more popular because it enables resources and subject
matter experts (SMEs) to be shared across departments, thereby
reducing the need to build multidisciplinary teams in all areas
of the organization. See Figure 3.5.

In this structure, the project personnel will not be reporting to
any functional managers. Instead, they will report directly to the ex-
ecutive board. This is where the presence of a PMO will come in
handy (as discussed later) because the PMO can handle the man-
agement of projects more efficiently than if it is handled by the ex-
ecutive boards, which have their own responsibilities.

Table 3.1 summarizes how the various organizational structures
set the ground rule for the PMO’s role. It shows how the different
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Figure 3.5 Strong matrix structure. From: Project Management Institute, A Guide
to the Project Management Body of Knowledge (PMBOK® Guide)—Third Edi-
tion, Project Management Institute, Inc., 2004. Copyright and all rights reserved.
Material from this publication has been reproduced with the permission of PMI.

structures allow for different levels of authority for the PMO. From

this table, we can see that organizations that already adopt a bal-

anced matrix, strong matrix, and projectized structure are generally

more open to incorporating the PMO as a part of them. Organiza-

tions that do not yet have strong project activities (i.e., those with

Table 3.1 Effects of Organizational Structures on the PMO

Functional Weak Balanced Strong Projectized

Effect Structure  Matrix Matrix Matrix Structure
PMQ'’s level None Limited Limitedto Moderate High

of authority moderate to high

PMOQO'’s control None Limited Limitedto Moderate High
over resources moderate to high

PMO'’s control None None Limited Moderate High
over budget to high
PMO’'srolein  Advisory Advisory Advisory Moderate High
the company to limited to high

Source: Adapted from Project Management Institute, A Guide to the Project
Management Body of Knowledge (PMBOK® Guide)—Third Edition, Project
Management Institute, Inc., 2004. Copyright and all rights reserved. Material
from this publication has been reproduced with the permission of PMI.
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Making a Case for
PMO: PMO and
the Organization’s
Structure

Organizational structure describes the way responsibilities,
tasks, and people are organized (Daft, 2003), that is, the au-
thority, relationship, and hierarchy among all the components
of the organization. However, changes or restructuring, such as
the incorporation of PMO into the organization, may occur
from time to time due to external and internal factors. Prior to
changing the organization’s structure, the company’s decision
makers have to ask several questions (adapted from Carpenter
and Sanders, 2009):

® Is the organization’s current structure appropriate for the new
strategy that incorporates a PMO?

® Can the current reporting relationship and delegation of au-
thority support the incorporation of a PMO?

® Is the organization structure too centralized or decentralized
for a PMO to be successfully implemented?

If the current structure is not conducive for the PMO, then the
executive board needs to decide what it will do to improve it.

Going back to FAS Inc., the introduction of the Program Manage-
ment Office forced the executive team to consider the company
structure. Paul Witten noticed that the organization was totally
functional in nature, with each product owned and operated
by a specific department (or silo). Any projects requiring cross-
organizational cooperation had to be communicated via the silo
manager. The organization had grown to a size where it was nec-
essary for departments to share resources and knowledge, but the
current structure did not allow for that. This prompted a review
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of each department’s functional responsibilities by the PMO. One
thing that became apparent during the evaluation was that the
teams were very loyal to their respective units. The PMO worked
with the management team to determine which structure would
best suit the company. They determined at the outset that the
company had outgrown the functional management model.
They also ruled out a totally projectized format because there was
a strong loyalty to the old functional structures (especially con-
cerning people’s need to belong to a unit).

After some review, Paul, working with the department managers,
decided to introduce a strong matrix approach to FAS Inc.s proj-
ect management. The plan was to have the teams still report to
their various departments and managers, but they would also re-
port on a project level to the assigned project manager, who
would be responsible for the budget and resource allocation. The
teams would be made up of people from throughout the organ-
ization and would exist for the duration of the project. The ben-
efits were twofold: First, resources could be efficiently shared
across projects, increasing the amount of work that could be
completed. Second, ownership and accountability were easier to
implement and track. (No longer did responsibility get hidden in
a silo!)

functional structure and weak matrix) rarely need a PMO, but they
may need a certain level of project coordination functions similar to
those carried out by the PMO (more on changes and the organiza-

tions’ culture in Chapter 17).

PMO Capability Level

After reviewing these different characteristics of various structures,
readers should have a feel by now which type of structure your or-
ganization adopts. Before you begin to determine the best position
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to locate the PMO in the hierarchy, you should consider a number of
factors, such as the organization’s culture, size, and financial capac-
ity, because they all determine the PMO’s capability level (i.e., what
the PMO’s authority and roles will be). The following is the different

levels commonly used to indicate a PMO’s capability:

® Level 1: The PMO acts as a liaison between the Project Offices
and the executive board for administrative purposes only
(e.g., providing a summary report of the progress of all
projects in the organization to the executive board, assisting
with project issues escalation, and so on). In other words,
Level 1 PMO adopts a reactive approach instead of the proac-
tive approach of a Level 2 or Level 3 PMO.

® Level 2: The PMO goes beyond providing support and has the
authority to implement actions that improve the organization’s
project management capacity and capability (e.g., standardizing
the organization’s project management process, providing proj-

ect management training, and so on).

® Level 3: The PMO does not act only as an independent body
with authority to lead the project environment, but also as a
center of excellence. Thus, it directly contributes to the organiza-
tion’s discussions on strategy, and it takes actions to implement
those strategies through projects to create competitive
advantages for the organization.

Level 3 involvement of the PMO is what organizations should as-
pire to. At this level, the PMO can generate substantial benefits that
would not only assist the organization in launching its current strate-
gies but also help build a platform for future strategies to be devel-
oped and implemented. Over time, a company can gradually move
from Level 1 to Level 3 as it becomes more comfortable with the no-

tion and experience the benefits.
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Level 1 PMO

Level 1 involvement is mostly a support role, and the PMO can op-
erate more effectively as a unit under, for example, the finance de-
partment. From a cost standpoint this arrangement is very efficient
and the direct reporting of the PMO manager to the department
head facilitates decision making. The administrative support pro-
vided by the PMO can be standardized to a large extent, possibly
generating further efficiency for the unit. Under these circumstances,
the PMO will most likely be categorized as a cost center with a cer-

tain budget to maintain its operation. See Figure 3.6.

CEO

Finance IT Marketing HR
Department Department Department Department

PMO

Figure 3.6 Level 1 PMO.

Level 2 PMO

When the organization has more capacity and needs a more mature
PMO, then having the PMO as a separate independent department—
with the PMO Manager reporting directly to the CEO—might be
desirable.

The PMO’s status is elevated to those of the other departments’.
In doing so, the organization sends the message that the PMO is
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as equally important as the other departments. It is now directly
responsible for the performance of the organization as a whole. In
this scenario, the PMO is a key component of the value chain of the
organization. Having access to the CEO or to the top management
team also offers the PMO some leeway to make quick decisions re-
lated to the planning, implementation, and coordination of projects.

See Figure 3.7.

CEO

Finance
Department Department

T Projects Marketing HR
Department Department Department

(PMO)

Figure 3.7 Level 2 PMO: Functional.

Some Level 2 PMOs occur in a matrix structure (see Figure
3.8), in which the PMO operates under two different departments
(e.g., finance and IT). In this example, the PMO’s manager reports
to the manager of the finance department and the manager of the
IT department, and the cost of running the PMO is borne by both
departments.

As already explained, this arrangement more often than not re-
sults in confusion and office politics. The PMO simultaneously re-
porting to two different departments can work only when the
departments have a strong level of horizontal coordination and the
mind-set for sharing the PMO’s work. If the departments engage in
destructive behavior, trying to establish supremacy over the other,
then the PMO’s work (and the rest of the organization) will suffer.
However, as we have explained, although a dual reporting relationship
undoubtedly increases complexity and costs, if implemented properly,

it can generate numerous benefits to the company.
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Figure 3.8 Level 2 PMO: Matrix.

Level 3 PMO

A Level 3 PMO acts as a separate department, just like Level 2 PMOs.
The only difference is that the PMO acts with an expanded capacity
as the center of excellence. As such, the PMO is responsible for pro-
viding strategic oversight; it often becomes the catalyst for new busi-
ness strategy, while acting as the focal point for supporting the
organization’s projects and continuously improving the organization’s
capability in project delivery. In this capacity, the PMO’s web of in-
teraction becomes wider. It interacts upward with the CEO and man-
agement, horizontally with other department heads, inwardly with
project participants within the organization, and outwardly with
other centers of excellence and other external bodies. See Figure 3.9.

The introduction of any changes (such as the creation of a PMO)
will be met with resistance at many levels. Thus, it is essential that
when creating a Program Management Office, a plan (discussed in
Chapter 17) is put into place to recognize and address the challenges
as soon as possible. Because opposition to change is primarily emo-
tional, it is key that any plan should be honest and forthright about
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Figure 3.9 Level 3 PMO: Interaction as the center of excellence.

how the transformation will affect those involved both professionally
and personally. PMO initiators must ensure that all concerns are ad-
dressed in a context that will connect the upheaval to the perceived
benefits at an individual and corporate level.

Inevitably, when an organizational change is implemented,
staffing arrangements and responsibilities will be adjusted. As a re-
sult, it is recommended that the approach be staged; the introduction
of all changes at once, like a big bang, may not have a successful
outcome. A staged introduction and cooperative movement between
the PMO and functional teams, with both working alongside in har-
mony, is a more reasonable approach at the outset.

Key to the successful introduction of the Project Management
Office will be advocacy by senior management. If they are seen to
support the Office and make a point to communicate their en-
dorsement to the teams who will work with it, eventually many bar-
riers to acceptance will be removed. It is important for the executive
team to both utilize and evangelize the PMO. By continually linking
the benefits of the PMO to the goals and objectives of the individ-
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ual (e.g., career enhancement) and of the organization as a whole
(e.g., improvement in the organization’s bottom line), a personal con-

nection can be made and changes can be carried out more smoothly.

Conclusion

In this chapter, we have introduced the readers to the ample bene-
fits that a PMO can provide to your organizations. We then provided
guidance on how to ensure that the decision to establish a PMO in
one’s organization is a wise business decision. We also looked at the
various structures commonly adopted by organizations, so that read-
ers can identify which category their organizations fall into and thus
gauge for themselves the PMO’s capability level that will suit their or-
ganizations the most.

Assuming that readers now have firm ideas on what type of PMO
is needed, the following chapters will provide valuable information

on the various roles and activities commonly carried out by a PMO.

5 Things You Need to Remember from This Chapter

1. The various questions on the organization’s structure, cul-
ture, capacity, and capability that decision makers need to
answer before incorporating a PMO into their organization

2. The various organizational structures commonly adopted
by organizations, and identifying which one is adopted by
your company

3. The different levels of PMO capability

4. The factors to consider in deciding on the PMO level that is
most suited for your organization

5. The type of challenges and resistance the PMO will face
when it is first implemented and how to overcome them
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Customer Management

The bottom line of a PMO’s existence is to improve the standard of
services provided by project managers to the rest of the organization
(i.e., the customers). Consequently, the PMO must obviously include
customer relationship management (CRM) in its operation. In this
chapter, we will look at who the PMO’s customers are, the best cus-
tomer management approach for the PMO, the PMO’s tasks in car-
rying out its CRM role, and the measure for the PMO’s performance

in managing its customers.

The PMQ’'s Customers

We need to first define who the customers are. Collins Gem Thesaurus
defines the word “customer” as “buyer, client, consumer, purchaser.” In
the program management office context, a PMO has both internal cus-
tomers (the project teams themselves) and external customers (the rest
of the organization).

Because the project teams are the ones who deal directly with the
external customers (in a way, they are the PMO’s conduit to the rest
of the organization), the PMO must first ensure that it serves its in-

41
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ternal customers well before it can serve the rest of the organization

to the best of its capability.

Customer-Centric Approach
for the PMO

The PMO’s responsibility is multifaceted when it comes to customer
service. The PMO is an internal champion for the customers, mak-
ing sure that their views are heard and taken into account. Yet, the
PMO is also in a position to offer and sell solutions to the cus-
tomers (e.g., new ways to cut project costs, project tools and
processes to assist the customers in achieving better quality prod-
ucts, and so on). Because of this commitment, they have to form a
partnership with the customers, sharing information and capabili-
ties. The following section discusses the various facets of the so-
called customer-centric approach that the PMO manager should
consider.

In today’s business environment, the customer has an increased
expectation to interact in real time or near real time. This need for
instant interaction applies very well to the project teams. They want
answers to their questions quickly and accurately. The PMO may
not always react in real time but should be prepared to respond
promptly. Thus, the PMO manager has to be committed to under-
standing the customers and anticipating their needs by keeping
abreast of any changes in the industry that may affect the organi-
zation.

The essence of the customer-centric approach is customer en-
gagement. In planning and executing a project, the PMO manager’s
task is first to understand what the customer needs and then to de-
velop the most suitable approach for the project. For example, a soft-
ware development project might require a project manager with
specific programming experience. In the customer-centric approach,
the PMO manager will go beyond this specific criterion by consider-

ing other aspects, such as personality fit, before assigning a manager
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to the project. Adopting a customer-centric approach will likely deliver
the most consistent and positive customer experiences.

Taking a customer-oriented approach as opposed to a strict proj-
ect or product orientation may require a paradigm shift. Taking such
an approach does not mean neglecting the focus on the final product
for the sake of fulfilling customers’ requests (which, likely or not, can
change so often that it will exhaust the PMO’s time and resources).
Rather, it means that, in making decisions, the PMO should include
the customer’s views and needs as valuable inputs.

In some circumstances, the PMO will be asked to put priority on
some projects. Since such a situation can create conflicts between
the different departments, the PMO manager should seek out the
commitment and buy-in from the executive board. Not only that,
putting a high priority on different customers will require greater
access by the PMO to the organization’s resources, structures, and
processes.

The need for a PMO sponsor from the executive board is high-
lighted in the “customer-centric approach” since cross-functional and
cross-departmental cooperation is critical to successful interaction with
the customers. For example, it is inevitable that not everything works
according to plan in a project setting. A sponsor who understands that
and who also realizes the benefits of customer relations will help
smooth over much of the resistance and organizational barriers for the
PMO. The sponsor should be willing to take risks alongside the PMO
to handle challenges.

Another key reason a sponsor is vital to the PMO’s customer
management is that a sponsor has the ability to keep the customer re-
lations approach visible at all levels of the company. The sponsor
should be positive and help keep all the stakeholders’ expectations as
realistic as possible. The PMO, on the other hand, should keep the
sponsor informed on what is going on. Keeping the sponsor informed
doesn’t mean burdening the person with all kinds of problems to
solve. Rather, the PMO managers should use the sponsor as infre-
quently as possible, primarily to deal with the most difficult problems

and bottlenecks. The more the PMO can accomplish on its own, the
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more confidence the sponsor will have in the PMO’s ability in man-
aging its customers.

In customer management, the PMO has to look at the wider pic-
ture in devising ways to serve the rest of the organization. Different
managers, departments, and business units have a stake in the success
of each project. It is the PMO’s role to identify and meet their needs as
part of the CRM agenda.

The PMO’s customer-centric approach can be summed up in

three basic steps:

®  Customer Identification. To better serve its customers, the
PMO needs to understand them. The PMO should answer

such questions as:
Who are the customers?

Which departments are they from?

What do they need?

Customer information is an asset that should be inventoried
and managed. It is an important component for building
loyalty. Without the necessary information, it is impossible

to build strong relationships.

® Customer Management. Any project activities (new product de-
velopment, process improvement, service delivery, and so on)
will almost definitely include some degree of customers’ parti-
cipation, which warrants the PMO’s involvement. The PMO
manager has to balance the involvements of the customers and
the managers so that both parties feel that their voices are
heard and that they are partners attempting to achieve success.
With the aim of ensuring customers’ satisfaction, the PMQO’s
tasks vary from facilitating project dispute resolution (prior to
escalating the issue) to managing customer interaction on
intraprojects. The dispute-resolution process can be time-
consuming and can test the patience of all parties involved.
The PMO as a facilitator has to manage the process so that
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everyone’s focus remains on the projects while an amicable
resolution takes shape.

® Customer Evaluation. The aim of the whole CRM practice
is customer satisfaction, which has to be measured for the
PMO to know how successful is its approach. At the PMO’s
discretion (in consultation with project managers), customer
evaluations can be carried out in the interim or at project
completion. Evaluation should be done formally (through
either a customer feedback report, a survey, or a meeting)
with the results recorded and analyzed for service im-
provements. The purpose of the feedback or survey is to un-

derstand what is working for the customer and what isn’t.

The PMQ’'s CRM Activities

What specifically does CRM mean for the PMO? The following tasks
outline the PMO’s day-to-day activities in its customer management

role:

® 70 build long-term value for the firm by increasing the value of
the customers. The customers add value to the organization
through the projects they sponsor and implement, and each
project is to add value to the company’s bottom line.

© 70 gather information, to understand and meet the needs of the
customers more effectively. Information is the key ingredient for
the CRM approach to take hold. Various customer-related data
(customer identification, profile, transaction, and queries) will be
collected. Through information generation and sharing, the PMO
can understand its customers better, thus making its services
more efficient and reducing the cost of servicing the clients.

® 70 use software tools to allow communication and information
to flow. These are essentially technologies that enable the CRM



46

The Central Organizer

to work in the PMO. Examples are automation tools, website
development, and analytical and management tools. Also, the
PMO can evaluate the appropriateness of networking and inte-
grating applications and databases.

To develop the processes for delivering efficient and appropriate
experiences to the customers. The PMO needs to identify and
eliminate any process disconnects that may hamper the
interaction with customers. For example, are there any
obstacles in the communication flow between the PMO and
the customer? What communications means (e.g., telephone,
e-mail, and so on) can be adopted? The interaction processes
should be integrated and rationalized from the customer’s
point of view as much as possible.

To train the PMO staff so that they can deliver top-notch experi-
ences for the customers. Ultimately, the people power the
whole system. Therefore, training and education have to be
arranged, new cutting-edge tools must be supplied, and mea-

surements and rewards must be provided for success.

To establish CRM guidelines for all project teams to follow.
These may include, for example, an organization-wide
template that can be used to capture customers’ requirements,
a standard customer contract form (outlining both the PMO’s
and the customers’ roles and responsibilities), and guidelines
on handling customers’ feedback.

To answer customer relations queries coming from the project
team. The questions could be related to the specific projects,
the people, and the processes. These concerns have to be
addressed as promptly and efficiently as possible.

To apply more resources to customers needing more help from
the PMO. Of course, resource availability, cost, and funding
must still be taken into account.

Although some of these activities may be frequent and somewhat

routine, they are no less important. The proper handling of customer
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transactions can have a lasting impact on how well the projects per-
form. The PMO and the project managers will have to carefully man-
age both the day-to-day routine as well as the nonroutine strategic
activities.

Performance Measure for
Customer Relationship

To measure the effectiveness of the customer initiatives and to create
accountability for customers, the PMO should consider some baseline
performance. The manager must ask which key performance indica-
tors (KPIs) will be measured to know the results of the initiatives. The
Project Offices, in consultation with the PMO, can develop specific
measures highlighting customers’ needs and implement those within
the project environment. The measures should help evaluate the re-
sults of the project as compared to its stated goals.

Aim for Excellent
Customer Management

It is the responsibility of the PMO staff to understand what their cus-
tomers expect from them. The main goal must be satisfying their
needs. The following are a couple of points to remember to achieve
excellent customer management:

v Always treat customers with the respect they deserve.
Portraying a sense of superiority or showing disdain to
customers can only lead to distrust and conflict. Customers
are very much part of the project, and it is through their in-
teraction that the PMO can ensure success. Every time a con-
tact is made with the customers, it should be viewed as an

opportunity to learn more about them and the tasks they do.
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Making a Case for
PMO: PMO and

Client Services

Greenberg (2004) recommends three different metrics for cus-
tomers: customer-specific metrics, diagnostic metrics, and out-
come metrics.

® Customer-specific metrics focus on client’s needs and issues
that drive their motivation to do business with a company.

© Diagnostic metrics deal with the nature of the customer’s
experience when doing business with a company.

® Outcome metrics emphasize the net outcome of the relation-
ship between the customer and the firm.

Back in FAS Inc. offices, the sales teams regularly visited existing
clients to discuss upcoming enhancements to the product suite.
Director of Sales James Holland tried, whenever possible, to at-
tend the calls when a deal would be closing. He noticed often
that his team knew the product very well but were unsure of the
technical aspects of the updates. Sometimes this created problems
at software implementation time when the new processes were
rolled out to the customer. Often questions came up regarding
data mapping and functionality that had been previously covered
in meetings. In one case, data-cleansing services had been prom-
ised but were not part of the offered package, resulting in an ar-
gument over scope and cost between the sales department and
the systems team that was escalated all the way to CEO David
Strassen.

David asked Bill Clements, a senior project manager, to do the
work without charge. He also convened a meeting with the PMO
for systems and sales to see whether anything could be done to
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make sure that this did not happen in the future. When they got
together they identified several problems. Understandably, the
strength of the sales team was not technical. Also, they needed
some help in the explanation of the data intricacies that were a
component of the software.

The discussions led Paul Witten, the PMO manager, to realize
that the issue was not with the organization’s client, but with
the relationship between the two of the internal customers
of the PMO itself: sales and systems. The old departmental
model, which had been used in the past, was proving hard to
break free from. To solve this problem, Paul asked Bill to al-
low a systems expert to attend sales meetings when there may
be technical questions (with the understanding that they wear
a tie). He also told the sales team to ensure that they attend
project meetings that were about updates to products when
they were considered a stakeholder. The PMO committed to
making sure what was agreed to be processed and monitored.

49

® Every time there is a call or a complaint from the customer,

the PMO manager must make an all-out effort to listen to ex-

actly what the problem is. The manager should not presume
to know what the problem is based on a call. The customer
should be allowed to explain or demonstrate what caused
the call to the PMO. Being patient and listening carefully

to customers sends a signal that the manager has the honest
intention to solve the problem. Customers will feel more
comfortable and may even offer ideas to assist in the
solution.

®  All suggestions from the customers to improve the service and
the project should be taken seriously. Because the goal is to

make sure that the project management process is easier and
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that customers require less support, the PMO manager must
make an effort to listen to the suggestions and record them for
future consideration.

®  There must be follow-up on problem resolution. When
confronted with a request to assist a customer, the PMO must
pursue the issue until the customer is fully satisfied. The PMO
should follow up with the customers to see how well the
problem was handled. This is a way to improve service and to
demonstrate how serious the Office is about rectifying the
problems. After all, these actions will lead directly to customer
satisfaction and how the PMO is perceived by the customers
in the long run.

®  Open, frequent, and honest commumnications can ensure sup-
port for the PMO. Communication, as in so many other areas
of business, is crucial. Internal communications, using various
tools like e-mail, intranet, bulletin boards, and meetings,
are a must. The PMO manager must explain properly what
measures have been taken for the issues brought forth by
customers. Furthermore, educating the customers means
reducing the likelihood of a similar issue occurring in the
future.

Conclusion

Building customer loyalty can take a lot of investment, in both time
and money, but the payoff can be enormous for the organization.
High customer loyalty will help ensure long-term strategic competi-
tiveness through continuous project improvements.
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5 Things You Need to Remember from This Chapter

. The importance of identifying the PMQ'’s customers

. The PMO's role and responsibility in managing customer
relations

. What it means for the PMO to adopt a customer-oriented
approach

. The three key performance indicators (KPls) to measure
the level of customer satisfaction

. The various actions the PMO can take to ensure excellent
customer service
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Vendor Management

More often than not, every project requires the service of one or
more vendors or contractors. They are brought into the project for
the following reasons:

® They bring in specialized knowledge and skills not available in
the organization.

e They fill temporarily vacant positions.

® They provide extra human resources that can be deployed
once the project is over.

® They may act as independent advisors to the project
executives.

Considering the fact that an organization may have multiple proj-
ects running at the same time, each employing its own vendors or
contractors, vendor management becomes an important task for the
PMO to fulfill. This chapter looks at selecting vendors, developing re-
lationships with vendors, and other tasks involved in the PMO’s ven-
dor management role in detail.

53
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The PMO’s Relationship with Vendors

The relationship between the PMO and the vendors requires a series
of interactions. For small projects, the vendors may have initial dis-
cussions with the PMO about a project, which subsequently lead to
the award of the contract. For large contracts, the process is usually
complex, and normally the bidding process is competitive.

In contract discussions, a number of issues must be negotiated
and agreed to: project budget and funding for vendors go hand in
hand, project time frame must be set to allow the vendor to complete
his or her job with reasonable effort, and, on top of that, vendor avail-
ability can become an issue when a suitable vendor has been selected
but cannot join in the project immediately. All of these issues indicate
yet another area where a PMO can add value to the organization.
With this in mind, it is obvious that the PMO’s main goal in vendor
management is to optimize the value of the vendors and contractors
for the projects, which the PMO can achieve through the imple-
mentation of standardized selection, monitoring, and review processes
(discussed later in this chapter).

The PMQO'’s Vendor Management Tasks

From the preceding discussion, it is obvious that the PMO’s rela-
tionship with the vendor can be complicated. The following section
looks at a number of tasks the PMO needs to carry out to ensure

good working relationships with vendors.

ldentify the Need for Qualified Vendors and
Investigate Market Availability

The PMO, in collaboration with project managers, determines the na-
ture of vendors and contractors needed to support the success of the
projects within the organization. This discussion should include con-

sideration of who and what is needed, the frequency of engagement,
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and contract duration. The PMO should have a clear understanding
of the goals and requirements. If there is any confusion about what
is expected, the final outcome of the work will likely be disappoint-
ing. Also, it may be very difficult later to manage the contract with
the vendors if too many changes are being made.

The PMO will probably have to develop a business case for con-
tracting the vendors. Such a business case should address questions
like the following:

® What are the assumptions being made about the project
activities?

®  What are the costs and benefits for employing the vendors?

® s the purpose primarily to save costs, transfer risks, or avoid
capital expenditure?

® Could the company be trying to solve a complex strategic
problem (e.g., difficulty in obtaining enough employees in an
area of scarce skills, gaining better access to the technology in
a fast-developing field, tying in to new sources of innovation,
and so on), which may require a long-term solution (in which
case contracting a vendor might be a Band-Aid® solution that
will not last)?

Without clear answers to these questions, it is difficult, if not im-
possible, to evaluate the decision to contract, or to ensure that the
right vendors are selected.

Once the PMO is aware of the needs for vendors, the next step
is to focus its search on suitable suppliers in the market. This exer-
cise forces the PMO to be aware of the latest practices and devel-
opments in the project management field. PMO managers have to
continuously update their knowledge of the state of the art in the
field as it relates to different vendors. Based on the relevant infor-
mation, the PMO will select the vendors and contractors equipped
with corresponding skills. Important questions that should be asked
at this stage are:



56

The Central Organizer

What differentiation can the vendor offer to the project?
Can the vendor offer a unique package or an innovative solu-
tion that will add value to the project?

Is the vendor a good fit with the organization (in terms of

work ethic, strategy, and so on)?

Thinking about these early on will help choose the most appropri-
ate vendor for the work.

Maintain Vendor Information

Once the need for a vendor is identified, and the project and PMO
managers have an idea of the type of vendors they would like to
bring on board, they will need a list of suitable candidates. The man-
agement of vendor information is a vital function in optimizing ven-
dors’ and contractors’ usefulness. The efficient management of this
practice can be achieved only when the PMO centralizes the in-
formation database within the project management environment.
Developing the database needs intelligence gathering done by desk

research, informal discussion, and inquiries.

The database should have the following characteristics:

It should include all information related to all vendors and
contractors, either in the past or currently engaged. Such data
may include the vendors’ and contractors’ names, which
projects they worked or are working on, the length of their
contracts, a list of their specific skills and abilities, their fee
rates, and their project performance. It is critical that the data-
base provides sufficient information to help the managers un-
derstand each vendor’s competence and track record. The
availability of the information will also assist project managers
in searching out suitable vendors for upcoming projects (i.e., it
is a long-term investment). In addition, the database will help
clarify any existing gaps between needs and resources, and
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this information can be useful input for the strategic resource

planning of the PMO and the company.

2. Along the same lines, the PMO can take a proactive approach
to expand the available list. Based on a general awareness of
project needs, the PMO can compile data regarding potential
suitable vendors available in the market. The PMO can then
prequalify them through a screening process, thus making them
available for selection by project managers. Prequalification can
save a lot of money and work by eliminating vendors who
clearly cannot match the needs of the assignments in terms of
capacity, experience, financial resources, and competence. This
exercise anticipates the need for specific skills not encountered.

Develop Vendor Management Guidelines

The engagement of different vendors and contractors by different
project offices within an organization warrants the need for common
guidelines. These guidelines will set the expectations and standards,
which will be used for managing the vendors and contractors during
work. The availability of such a standard facilitates an effective han-
dling of vendors and contractors, because it precludes project man-
agers from reinventing the wheel for every new project.

Considering the different nature of various projects within the or-
ganization, the guidelines need to be developed with project managers
so that they meet the managers’ needs. The PMO is also responsible
for promoting familiarity with the overall guidelines to the project
managers and vendors or contractors because this may be important
for its successful implementation.

In general, vendor management guidelines should include the

following elements:

®  Houw to develop cost estimates for vendor and contractor

engagements. Such estimates are a necessary reference before
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going through a bidding process or even obtaining quotes

from various service providers. The exercise requires project

managers to have a general knowledge of the vendors’ and

contractors’ rates and some experience in estimating how long

it will take a vendor or contractor to complete the project.

v Procedures on vendor and contractor selection, which are

summarized in the following:

Identification of the necessary qualifications (skills, academic,

experience) to add value to the project

Way to solicit proposals, whether in an open bid (advertised
in a public newspaper), closed bid (invitations issued to a se-
lect few), or direct request (to one service provider only). For
large long-term projects that may last several years, it may be
wise to invite only a few vendors who fulfill stringent criteria
to make a formal bid, in order to simplify the process. The
bid process should also provide the opportunity for the PMO
to explore the issues together with potential vendors. In ad-
dition, it offers a chance to see whether there is a problem of

compatible personalities and work cultures.

Procedure for evaluating proposals. Instead of looking
solely at the figures, weights should be assigned to such
factors as experience in completing similar projects, experi-
ence working with the organization, and whether the price

quoted falls within the acceptable range.

Procedure to award bids to successful vendors and a

debriefing procedure to unsuccessful vendors

®  How to manage a vendor contract. The guideline should

include (but not be limited to) the following:

Procedure for setting contract terms and conditions. This
part may seem bureaucratic and wordy, but it is important
to make sure that there is no room for ambiguity. Legal

advice should be sought to write the procedure.
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* Procedure to manage contract variation (e.g., changes to
contract duration, cost, scope, and so on), where such vari-

ation may be initiated by either side.

* Deliverables management. The contract should outline
whether the organization will impose a penalty if the deliv-
erables are not completed within the agreed duration and
with the required level of quality.

* Invoice payment procedure. For organizations with strong
project structure, this should be handled by each project
office in collaboration with the accounting department.

* Procedure for dispute resolution. Generally speaking, the
parties should enter into a contract in the expectation that
issues, disputes, difficulties, and unexpected developments
will be resolved fairly so as not to bring undue advantage
or disadvantage to either side. Fairness should reflect a rea-
sonable and balanced view of the parties’ obligations and

commitment to each other, as listed in the contract.

* Communication guidelines between the vendors or
contractors and the client (whether it will include regular
meetings, reports, and the like). There should be multiple
levels of contact. At the top, the project manager must be
accessible and hold regular formal (meetings) and
informal contacts. Also, the PMO and the respective proj-
ect managers should hold periodic formal meetings, at
which appropriate-level managers from the vendors can
participate to discuss progress, deal with issues, and
anticipate problems. At a lower level, there has to be
accessible communication links between the vendor and
project staffs to ensure that immediate problems are
resolved and progress is maintained.

® Postcontract activities with an emphbasis on reviewing the
vendor’s or contractor’s performance and handling of
procedures. The vendors know they will be held to the qua-
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lity, performance, and service levels agreed to at the outset.
Typically, the requirements for quality increase as the project’s
vulnerability increases, such as in a situation where poor
quality work by the vendor may lead to disastrous con-
sequences for the company. Given this scenario, the PMO and
the project offices must put a lot of emphasis on documenting
the vendors’ work for quality management purposes. Keep in
mind that this is a form of tacit knowledge that, if properly
recorded and disseminated, can help the projects and the
company to build advantages (refer to Chapter 8). In addition,
the project managers must decide on the type of reviews and
discussion, as a way of monitoring performance. Control and
evaluation are important for securing a meaningful association
with the vendors.

Conclusion

Relationships with vendors go deeper than contract fulfillment.
When the project requires vendors and employees to work as part-
ners, it is important to look for compatibility. The PMO and the in-
dividual projects must develop a partnership mentality and seek the
same from the vendor. Otherwise, the chance for success will be
compromised. Work ethics or personality clashes can lead to project
delays, budget overshoot, and client dissatisfaction. A good working
relationship based on trust eliminates trivial disputes and opens the
door to business opportunities. From time to time, both sides can
participate in discussions on how to improve project management.
New ideas and experiments can be drawn and tested. For these rea-
sons, the PMO must take vendor management into account in its ef-
fort to add value to the organization.
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Making a Case for
PMO: PMO and
Managing Contracts
with Vendors

Paul Witten, the PMO manager, once again found himself in the
middle of a dispute between a vendor and a project manager.
The vendor, Dustin Kallan, had been writing product manuals as
a contractor for FAS Inc. over the preceding three years. He had
moved around within a number of FAS departments. He got to
do that because he did good work and everyone wanted him.
The project manager, Rumana Thirunavukarasu, had been work-
ing in the IT department for the last five years.

Dustin accused Rumana of breaching the vendor agreement on
the scope of work. Rumana, however, believed that she had
been following protocols and hadn’t done anything wrong. Paul
decided to read the contract for himself, and found that the
wording in the contract was very vague and could be interpreted
in multiple ways. He also found that every department in FAS
used different templates for writing their vendor contracts.
Dustin, who had worked for various departments in FAS Inc. and
Rumana, who had always stayed with the IT department, obvi-
ously came to different conclusions on what the wording in the
contract meant.

Paul knew that this was not an isolated incident. Disputes be-
tween project managers and vendors had been becoming more
and more common. He realized that if FAS wanted to keep their
good contractors, they needed to revamp their contracts. Once
he helped Dustin and Rumana reach an agreement, he went off
to the legal department to start the process of drafting a standard
contract to be used throughout the organization.
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5 Things You Need to Remember from This Chapter

1. Therole of vendors in a project

2. The major activities for the PMO in managing vendors
(i.e., identifying the needs for vendors, maintaining a data-
base of vendors, selecting vendors, deploying vendors, and
developing vendor management guidelines)

3. The must-include items in vendor management guidelines

4. The type of information that should be saved in the vendor
database

5. Thereasons having a good working relationship with
vendors is so important



Communications
Management

Organizational communication is a vital task for an effective PMO.
To ensure project success, information and ideas need to flow flaw-
lessly in both directions: to the managers and to the staff, inside and
outside the PMO. Along with information, there is also the need for
negotiation and dialogue among different parties. How might the
PMO manager deal with all these communication challenges? This
chapter will look at the various factors that make up good commu-
nications across various channels. Also, it will examine the PMQO’s

roles in communications management.

The Concept of Communications
Management

Success in any company relies on the information exchanges among
managers, employees, customers, suppliers, and other stakeholders.
Therefore, it is imperative that the leadership always maintains good
communications with all parties. Since communications management

is not a new field in business study, the concept has been discussed
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in-depth in other books. Thus, our aim in this chapter is to introduce
readers to the concept of effective communications management in
a successful PMO.

First, it is worthwhile to know that most corporate communica-
tion flows in four different directions: upward, downward, across,
and outward (Hambrick and Cannella, 1989). In other words, PMOs
will communicate upward to top managers to convey any ideas
conceived in the field and downward (i.e., to the Project Offices).
They will also communicate outward and across with other business
units and external stakeholders (suppliers, vendors, customers, and
SO on).

Second, in managing proper communication flow, managers
need to have a good understanding of the culture, policies, and
processes of the organization. Such an understanding will provide in-
sights about the linkages and dependencies across business units
and between the firm and outside actors.

Third, the communicator must be trustworthy and credible. If
people do not trust the messenger, the message may very well be
lost. To develop credibility, the PMO must demonstrate a behavioral
commitment through its actions, in whatever it is trying to com-
municate.

Finally, for communications management to be effective, the
PMO must develop a clear sense of the people it serves; that is, it
must be customer focused (a need that is closely related to the
topic of the previous chapter) and understand what they want.
Think about what the customers want to know, when they prefer
to receive information, and in what form the messages should
be disseminated. The PMO has to continuously monitor its cus-
tomers (i.e., audience) to be able to communicate effectively and
efficiently.

After a review of these principles, how can we apply them and
create effective and efficient communications between the PMO and
the rest of the organization? The following discussion answers that

question.
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Making a Case for
PMO: Planning for
PMO’s Effective
Communication

M. Young and J. E. Post, in their article “Managing to Communi-
cate, Communicating to Manage” (1993), highlight the different
factors deemed critical for communications management:

® Communicate not only what is happening, but why and how
it is happening. Explain the rationale behind the decision.

e Timeliness is vital. The failure to communicate on time can
lead to a loss of trust (people will feel such communication is
orchestrated and not spontaneous).

o Communicate continuously. Maintain a dialogue and build trust.

FAS Inc’s communication lines generally went one way: up. Or so
CEO David Strassen feels. Sometimes he wondered whether all the
people whom he worked with were paid to complain. If it wasn’t
the customers, it was his management team. The funny thing was
that his managers felt that the flow was in the opposite direction:
ideas continually coming downstream with little follow-up. When
they approached Dave about issues or problems, he was too busy
or too willing to leave it in their “capable hands.” As Paul Witten
worked to introduce the PMO, one thing he discovered was that
communications stop at the department managers’ doors. Rarely
were team members consulted on matters that concern them.
They felt that there was little feedback or support to help them,
which exacerbated the problem. The support teams believed that
they were the only reason that the managers had jobs (not an un-
usual attitude). Dave also discovered that the PMO was not seen
as a help, but as an added level of bureaucracy. Once he under-
stood the challenges Paul created a communications plan for the
PMO’s introduction. From this he created a template for use across
the organization. His plan was simple: He would hold one stake-
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holder meeting per week to review project status and open issues.
Here, challenges and risks could be reviewed by all attendees so
that relevant actions can be taken. Second, he determined what
needed to be communicated to the various stakeholder groups
and put together a timetable and format for each (e-mail, issue
logs, status reports, meetings, and so on). Finally, he asked David
Strassen and his team to continually evangelize the introduction of
the PMO and presented them with communications channels and
information to support the implementation that could be used
during discussions. He also asked the management team to review
their functional communication strategies. He felt that improved
interaction between unit leaders and team members, both up and
down, would assist in the introduction of new processes within
the project environment.

Communication Channels

As explained, the PMO’s communication management extends in
four directions. It is important for the PMO to identify in detail all of
the parties involved to determine how to continuously monitor, con-
trol, and improve the communication channels between them and
the PMO.

As Figure 6.1 shows, communication channels should be estab-
lished between the PMO and the project-related units, as well as be-
tween the PMO and the rest of the organization. The key to success is
to have open channels of communication, both vertically and hori-
zontally. By “open channels,” we suggest direct access with minimum,
if at all, monitoring or filtering of information and communication.
There should be no bottlenecks. Particularly between the PMO and
the business units within the organization, there ought to be good hor-
izontal communication channels (using various media such as e-mail,
telephone, intranet, individual and group meetings [both formal and
informal], and so on). These channels will keep the businesses abreast

of the project developments that are relevant to them.
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Figure 6.1 The PMO’s communication channels.

The PMO, project offices, and other business units are all interde-
pendent. The PMO has the challenge of coordinating communications
with these units, and, if the coordination is not properly done, prob-
lems can result. If, for example, the internal communication between
a project office and other departments is not coordinated propertly,
customer dissatisfaction will result. Another problem can occur when
business units have a narrow orientation and are engaged in turf pro-
tection, leading to minimal communication. Also, communications can
be ineffective when there are interunit conflicts whereby individuals
simply don’t want to cooperate.

These problems occur quite frequently among firms. Why? As
Clampitt (2001) points out, there are several reasons. The office struc-
ture or design can create barriers to effective communication. Typi-
cally, rigid structures and procedures (with lots of guidelines) lead to
restrictions in internal communication. Also, departments have differ-
ent priorities, leading to communication problems when one depart-
ment is dependent on another. Companies with rigid structures have
rewards and punishments that are directly tied to the departments, and
managers from other departments have very little influence on an in-

dividual’s reward. In this scenario, interdepartmental communication
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will fail to generate high levels of enthusiasm. Finally, as the company
grows, the number of communication linkages between departments
increases. The complex coordination required to manage these link-
ages can be difficult.

So what can managers do, especially in the PMO’s situation where
it has to communicate with multiple projects and business units? The
following ideas should be considered.

1. The PMO manager should attempt to rally employees around
common goals and values. It could be customer service, com-
petitors, or some other important theme.

2. The manager must assign top priority to achieving cooperation
among departments. The value of working together must be
clearly communicated.

3. Often, there is an inherent tension between information
providers and receivers. The objective for the manager is to
be sensitive to the needs and problems of the parties. Routine
and nonroutine information should flow in a timely manner
without redundancy and overload.

These ideas can be implemented through a number of avenues,
such as companywide seminars to foster interactions among employ-
ees from different units, coauthoring articles, brainstorming sessions,
interdepartmental agreements, tracking organizational processes, re-
design procedures and structures, job rotation, job description modi-
fications, and cross-functional teams.

Communications Audience

To be effective in organizational communications, the PMO needs to
understand its audience, specifically defining (among other things) a

number of its aspects:
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®  Customer Profile (age range, gender, education background,
work experience, and so on). There may be limitations in terms of
how far the PMO can customize the message. Still, having a pro-
file can offer insights on how individuals and departments view
communications and which factors they consider important.

®  Their Preferred Communication Media (e-mail, face-to-face,
newsletters, and so on). Managers have various
communications media at their disposal. Understanding which
ones are preferred and under what conditions (emergency or
regular situation, select few or everyone, and so on) can make

communications more effective.

©  Their Project-Related Interests. Needless to say, the projects are
the principal focus for the PMO when communicating to all rel-
evant units. Looking at the specific interests of the business
units and attempting to customize the message accordingly can
help. This is also something that has to be tracked over time.
The interests can change depending on the project’s status and
the stage of completion. This has to be taken into consideration
in planning interdepartmental communications.

The PMQO’'s Communication Roles

Upon understanding its audience, the PMO, in consultation with the
stakeholders, will also need to define its role in communication man-
agement. Most large organizations already have a separate depart-
ment in charge of communications management. Thus, to reach a
wider audience beyond the project environment, the PMO should
closely liaise with that department.

The following are some of the common activities that the PMO
is responsible for in its communication management role:

®  Design of PMO’s Communications Structures. This is the hierar-
chy of information flow from person to person.
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Outline of the PMO’s Communications Principles and
Standards. These are driven by ethical norms and practical
needs. For example, communications should be transparent,

accurate, and timely.

Formulation of the PMO’s Commumnications Goals. Examples
are assisting the projects to meet the deadlines, ensuring rich
and quality information exchange, and so on.

Management and Monitoring of Information Flows in the Project
Channel. This is important for avoiding possible confusion and
misunderstanding, as well as for controlling the various steps
to meet the project deadlines.

Creation of Regular Communication Media for Constituents in
Both Project and Business Environments. An example is a
monthly newsletter featuring new achievements derived from

recently implemented project management tools.

In Liaison with the Communications Department, Creation of
a Communications Management Strategy. Ideally, this should
include the development of communication goals for various
audiences, a common set of goals for the general audience, a
unifying theme that motivates employees across units, alloca-
tion of communication resources based on the analysis of the
units, developing a structure for achieving the goals, and crisis
management.

Continuous Improvement of Its Commumnication Capabilities.

This entails investments for the upgrading and maintenance of

communication structure and processes.

Conclusion

Every individual and business unit in an organization has information
and ideas to share. The PMO has the important role of creating a

conducive project environment so that those ideas can be commu-
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nicated and become projects that create competitive advantage for
the organization.

5 Things You Need to Remember from This Chapter

1. The PMOQO’s communication channels go in four different
directions, connecting the PMO and the rest of the organi-
zation

2. The PMOQO’s communication audience and the importance of
understanding it

3. The possible problems that the PMO could encounter in
managing the flow of communication among the different
parties

4. The possible solutions for those problems

5. The tasks that the PMO is responsible for as a part of its role
in managing effective communication within the project en-
vironment and with the rest of the organization
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Project Office Management

We have seen in the previous chapters how the PMO uses its role to
influence vendors, customers, and way of communications. How-
ever, at its most granular level, the PMO exists to drive good project
practice. Without good project management process, the PMO will
not be able to function. The Project Office, as the extension arm of
the PMO, deals directly with the PMO’s end users (i.e., the rest of the
organization). Understanding their importance, we dedicated this
chapter for a specific discussion on the Project Office.

The Project Office, sometimes referred to as project support office,
is established at the commencement of every project to ensure that
project management standards, as defined by the PMO, are imple-
mented. Don’t be confused by the term; in essence, the Project Office
is the most fundamental unit in the project environment, crucial to the
success of every project. As an extension of the PMO, it implements
the project management principles while providing administrative sup-
port to project managers. The Project Office may be staffed internally
(company resources assigned to the project) or externally (teams hired
specifically for the venture).

The Project Office can be a physical location, staffed by a team
supporting a specific endeavor, or it can be a virtual arrangement. For

73
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example, a Project Office may be established by generating a project
request and assigning a project manager responsible for executing
that effort. The Project Office structure is then determined by the type
of undertaking it has been created to support. It is more likely that a
physical office would be established as part of a construction project,
whereas software development may require the creation of a virtual
Project Office.

In this chapter we will review the operation of the Project Office,
evaluating the processes it should use to successfully manage the
project it supports. Included in Appendix B are templates and ex-
amples of the various project management techniques required for
successful project execution and illustrations of their use. Once com-
pleted, readers will have a foundation on which to build good proj-
ect management practice.

So how do the PMO and the Project Office work together? How
does the organization benefit from this collaboration? Let us look at
four major areas where good Project Office execution will bring suc-
cess to the PMO. The Project Office will:

1. Make certain that the project under its control is run accord-
ing to best practice, as required by the PMO. This will improve
process execution, deliver improved results, and facilitate the
adoption of best practices across the organization.

2. Ensure that the required reporting information for the project
(budget, schedule, and so on) is provided to the PMO within
the specified timeframe to facilitate production of management
reporting for the executive team. The information collected at
ground (Project Office) level from all projects is collated and
analyzed by the PMO. This key information is then presented
to the executive board to assist them in making strategic deci-

sions for the company.

3. Be supported by the PMO in every aspect of project management,
including strategic direction and resource requirements. The



Project Office Management 75

PMO ensures that every Project Office (or project) has what it
needs to operate efficiently and effectively.

4. Maintain open lines of communication with the PMO (and vice
versa). This ensures that any issues can be addressed in a
timely fashion.

The functionality of the office should be defined in a collabora-
tion between the project managers and the PMO. However, industry

practice dictates that it should include at least:

© Project Governance
® Project Planning and Milestone Delivery

® Project Administration

Project Governance

The Project Office acts as the frontline supervisor in implementing
project management policies and procedures. Prior to the com-
mencement of any project, it should create a project management of-
fice handbook that outlines how the project will be run. This may
include a recognized set of standards that apply to all projects (e.g.,
a formal software development methodology). At the outset of the
project, as part of the kickoff, all members of the team should famil-
iarize themselves with these rules. As new resources are introduced
at various stages, they too should become part of the handbook. The
handbook is a living document and will change in form from time to
time. The document should be updated when processes or team
members change, budgets are amended, and other changes take
place. The document may be included in the project plan or exist as
a separate entity, referenced in the plan.

The handbook should contain the following elements:
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Amendment and log update.
Statement of the objectives of the Project Office.

Hierarchical structure of the project, including a list of the pro-

ject team members, project sponsors, and other stakeholders.

Responsibility matrix, which outlines the responsibilities of

each project participant.

Communication and reporting structure: what reports have to be
produced, at what frequency, and who will be the recipients.

Meeting structure and protocol: how many different meetings
will be needed (e.g., team meetings, steering committee meet-
ings, and so on), who will attend each meeting, and what the
objective will be. Meetings can also be used as an avenue to
escalate issues and risk resolution. Protocol will be used to
establish rules for attendance, participation, minute taking, and

SO On.

Documentation standards, including naming conventions and
version control for the various documents to be used, as well
as the creation of a centralized repository for all documents
created. It is important to note that such details have proven
to be vital in creating an efficient project management

environment.

Deliverables management procedure to ensure that each com-
pleted deliverable is reviewed and signed off by the appropri-

ate authority.

Change control procedure, ensuring that any change to the
agreed-on project plan (either on project scope, schedule,
budget, or anything else) goes through the appropriate
channel where it is registered, reviewed, and signed off by the
appropriate authority.

Risk management procedure to ensure that all risks and issues
are properly identified, recorded, and escalated through the
appropriate channel for resolution.
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® Financial control procedure: methods used for funding the
project and the stages at which the funding will be reviewed
and continued (if dependent on stage-based performance
measures or stage gates, discussed in Chapter 12). These meth-
ods will be defined by and operate within the constraints of
the organization’s financial policy.

® Vendor and contractor management procedure: the day-to-
day management of vendors and contractors, including
performance management, contract management, and

timesheet-invoice-payment approval.

® Appendices containing miscellaneous forms needed for the

project.

Project Planning and
Milestone Delivery

The document detailing project execution, the project plan contains
the details of the project schedule, scope, deliverables, budget, and
other features, and it ensures that those items are documented and
agreed on. The project plan may also contain the Project Office’s
handbook.

The Project Office is responsible for providing support to the
project team with regard to producing deliverables. Collaborating
with the project team, it monitors the details of project performance.
Such actions allow for early problem detection and facilitate appro-
priate corrective actions. The following tools are commonly used by
the Project Office:

o Work Breakdown Structure (WBS). This is a hierarchical
diagram that identifies specific deliverables for the project. The
structure should be decomposed to its lowest level to include
ownership, scope, milestone dates, signoff responsibilities, and

the like. At this point, each deliverable will have an associated
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In Praise of the PMO:
Support for the
Project Office

Jean Roberts, a Project Manager at FAS Inc., was continually frus-
trated by the lack of attention paid by remote attendees at her
project meetings. Indeed it seemed sometimes as if her state-
ments were totally ignored. The last straw came when a key par-
ticipant, who asked her to move a meeting with little notice,
appeared 40 minutes late and proceeded to eat his lunch with-
out making any contribution.

Jean has heard that the recently introduced PMO at FAS Inc.
would be putting together a project handbook that addresses the
problem of “distracted” meeting participants. She called the of-
fice and complained about her challenges. The PMO shared the
meeting rules with her, and she realized that the problems reside
not just with the attendees, but with her approach to chairing the
meetings as well. She didn’t give her attendees enough time to
prepare, had too many meetings, and had a habit of calling her
project team together at the drop of a hat.

The rules provided were simple:

® Give people time to prepare.

o Start on time.

u]

Provide a rigid framework to operate in (for example, no cell
phones, no laptops, and so on).

Stay on message.

Distribute minutes and action items immediately.

Meet only when necessary.

8 0 0 O

Stick to the same time for recurring meetings.

Based on the rules, Jean revamped her meeting approach and saw
an immediate improvement in the response and interest levels of
her attendees.
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entry in the WBS dictionary (identified by a unique number
or control account) that defines the work package (refer to
Appendix B for an example).

®  Risk Register. This allows the project team to identify risks that
may be encountered throughout the project, to assess them, to
take mitigating action, and to monitor the effects.

®  Change Control Process. Should changes be required to the
project plan or associated documents, processes have to be
in place to formalize the updates. The changes will be
requested in the form of change control requests, which
will be reviewed by the relevant decision makers and either
be approved or disapproved. Only approved changes should
be implemented.

Examples of a template (adapted from the template documents
in PRINCE2 by the Office of Government Commerce, United King-
dom) for a deliverables register, issues register, risk register, change
control request, project finance record, and project status report are
available in Appendix B.

Project Administration

The Project Office is designed to provide day-to-day administrative
support to the project team. In doing so, it promotes an efficient
project management practice. The following tasks are commonly
adopted by the Project Office:

®  Producing the Project Status Report. Normally prepared by the
project team and distributed to the project executives and rele-
vant stakeholders, this report shows the actual project comple-
tion status against planned schedules, deliverables, resources,
and budget. When the project is lagging behind schedule,
the delay must be flagged in the report and discussed in the
meeting.
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®  Managing the Information Repository. The Project Office ensures
accurate, consistent, and complete information on a project is
properly retained or communicated to other stakeholders when

necessary.

®  Managing the Facilities and Equipment. Liaising with the
organization’s office manager, the Project Office makes sure
that project team members have all the necessary equipment,
maintain it, and return the materials to the office manager on

project completion.

v Stakebolders Management. The Project Office is responsible
for handling contracts administration (registration, filing, and
so on), liaising with the finance department for invoice
payment to vendors and contractors, client invoicing for proj-
ect work completed, bookkeeping for all project revenues and
expenditures, handling clients’ feedback, and other administra-

tive tasks.

Conclusion

The shape of the Project Office may vary from project to project, but
its basic functions and strong relationship with the PMO must stay
the same throughout the lifecycle of the undertaking. The Project Of-
fice exists to support project managers by liaising with the PMO to
provide the support needed to execute a project successfully. The
PMO relies on the Project Office to ensure that its standards and
practices are carried out as part of a project and that timely and ac-
curate reporting takes place. When functioning together as intended,
they will complement each other and give the project manager the

tools for success.
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5 Things You Need to Remember from This Chapter

. The Project Office may be physical or virtual depending on
the type of project it supports.

It may be staffed by outside entities or by members of the
functional team assigned to the project.

. The Project Office exists to support both the project man-
ager and the PMO.

. The Project Office will provide guidelines and support for
the project manager to successfully execute.

. The principles applied by each Project Office within an or-
ganization should be uniform, reflecting the guidelines laid
down by the PMO.
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Project Knowledge
Management

Globalization has created both advantages and challenges for to-
day’s organizations. With project teams spread across continents and
time zones, it certainly has allowed for reduced costs, longer work-
days, and changes in how we do business. However, although there
is much to be gained, companies are forced to reconsider how their
knowledge should be handled so that it can be distributed effi-
ciently and securely while maintaining and updating it as required
(Melik, 2007).

The difficulty in managing knowledge is not limited to geogra-
phy. The fast turnaround of today’s workforce means that staff are
constantly taking their knowledge away with them when they leave
the company. In his book, The Handbook of Program Management,
James T. Brown notes that the teams involved with a program to-
day will generally not be the same ones involved in the project five
years from now. Couple that fact with the amount of knowledge
lost within the organization itself. A survey conducted by Collabo-
rative Strategies LLC found that 32 percent of time in the normal
workweek is spent answering questions, and, of these questions, 54

percent have been answered before. Faced with this challenge,
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companies need some form of management process to avoid the
loss of knowledge associated with such flux. In addition, the con-
stantly changing business landscape means that there is always
new information out there that the organization needs to keep up
with to stay ahead in the game.

With this in mind, it is obvious that as the PMO includes knowl-
edge management in the project environment as a part of its roles, it
contributes to the organization’s competitive advantage. Not only
does the PMO circumvent the loss of project knowledge, but it also
seeks to gain new information to advance the organization’s project
management capability.

In this chapter, readers will first be introduced to the concept of
knowledge management, along with the benefits (both tangible and
intangible) it offers. We then discuss the type of activities the PMO
carries out as a part of its knowledge management function, as well
as the tools and strategy needed to do so.

What Is Knowledge Management?

Peter Drucker first coined the term “knowledge worker” in his book
The Age of Discontinuity to describe the rising workforce in the
1960s, whose contribution to organizations is that of intelligence as
opposed to manual labor. Over time, this concept evolved into
knowledge management, whose definition can be summed up as the
practice of creating, identifying, accumulating, applying, sharing, and
distributing information and ideas with the aim of achieving values
through the organization’s increased knowledge capacity. Such an
increase allows the organization specific competitive advantages,
such as more efficient operation, improved performance, and a con-
ducive environment for innovation. As a result, knowledge manage-
ment is considered a critical objective for almost all organizations,
along with growth and efficiency.
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Knowledge Management Advantages
for the Organization

Data or information can be considered a resource, but it is what
managers do with the data that results in positive or negative out-
comes. As will be explained later in the chapter, the application of
knowledge management is manifested in an interactive hub that
not only stores information from past projects, but also facilitates
an orderly exchange of ideas across all parts of the organization.
The storage of such information allows project staff to learn from
past mistakes, and it eliminates the need to start from scratch every
time a new project is initiated. As a result, organizations can con-
stantly improve the quality of their products and services faster and
with less cost.

The advantages offered to an organization by adopting the prac-
tice of knowledge management are both tangible (like those just ex-
plained) and intangible. For example, the exercise of knowledge
gathering requires input from all stakeholders, which can be turned
into a team-building exercise that strengthens the organization’s
internal network. To sum up, when properly applied, the PMO’s
knowledge management function can elevate the traditional aspect
of simple information exchange into a platform that nurtures effi-
ciency and innovation (translating to competitive advantage for the

organization).

The PMO'’s Knowledge
Management Roles

Considering the benefits offered by knowledge management, it is
only reasonable that it be incorporated into the organization’s project
management environment. To gain those benefits, the PMO needs to

carry out three main roles:
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The Authority in the Organization’s Management of Knowledge.
This role requires the PMO to implement standardized instru-
ments that guide project participants in managing the flow of
project information and documentation. In this role, the PMO
may enforce processes and procedures to ensure that all impor-
tant knowledge and insight from past and current projects are
captured, for example, by making sure that project managers
contribute to the knowledge repository regularly with all the

lessons learned in their project.

The Facilitator Within the Organization. In this role, the PMO
should encourage discussions among project participants to
optimize the exchange of ideas. One way to achieve this is by
providing training and information sessions to emphasize the
importance of knowledge management to project participants.
As more staff becomes aware of the purpose of knowledge
management, more information can be stored and more ideas
can be exchanged, in the end improving the organization’s
competitiveness.

The Leader in Project Knowledge Management. As a leader,
the PMO will actively seek information on the latest devel-
opment in the project management field to ensure that the
organization’s project management capability remains at the
top of the field. To fulfill this role, the PMO may subscribe
to industry magazines or attend conferences for the latest
breakthrough in project management theories. The PMO
will then take that knowledge and implement it within the
organization.

To be able to successfully fulfill its role, the PMO needs to carry

out the following tasks (discussed later in this chapter) to properly
establish and implement the PMO’s knowledge management func-
tion within the organization.



Project Knowledge Management 87

Establishing the PMO's Knowledge
Management Function

These steps are required before the PMO can fully function in

this role:

1.

Design the knowledge management hub.

2. Determine the medium needed (e.g., electronic or paper).

3.

Implement the knowledge management system.

Designing the Knowledge Management Hub

L]

The knowledge management hub will function as a library,
and it should include as much information as possible on both
current and past projects. When an old project that is already
been completed suddenly fails, all related information must be
reviewed to correct the problem. By the same token, when a
completed project is proven to be successful, the project teams

might want to learn from it.

The hub must at a minimum contain pertinent information on
existing projects that has been formally reviewed by stakehold-
ers and approved (e.g., project progress status, goals, cost esti-
mates, sponsor documents, research documents, product

training manuals [if any], and so on).

It must also include a complete documentation of project
management policies, procedures, and guidelines that are

still current.

The outcomes of project review (i.e., the lessons learned from
completed and open projects) must immediately be stored in
the library.

Project management references published by industry pro-

fessionals (e.g., PMBOK, industry magazines, project manage-



88

The Central Organizer

ment textbooks, and so on) are wonderful additions to the
library.

Toward the end of this chapter, we will discuss how an organi-
zation can gather all of this information through a process called

knowledge harvesting.

Determining the Medium Needed

Depending on the organization’s capability, a modern, presumably
electronic tool (such as the intranet) could be the answer for the de-
mands posed by the PMO’s knowledge management function, espe-
cially because a physical library alone imposes a lot of limitations
(such as space, document life span, and so on). With such a tool,
there is also the potential for selectively extending the system access
to external project participants (stakeholders from outside the or-
ganization) as a way of providing high-quality and efficient knowl-
edge transfer, which otherwise could be cumbersome.

An online, intranet-type electronic tool has been used by various
companies to facilitate organizational knowledge and learning. For ex-
ample, the electronic site will have an up-to-date database containing
details of every project: the participants, the nature of the project, the
outcome, and so on. As new projects are introduced, participants can
access the intranet and browse the database for similar projects to get
a good idea of what to expect. Participants can also contact people
from old projects to get firsthand knowledge of what to expect in sim-
ilar situations.

A real-life example of such a tool is the one used by a global
consulting firm, McKinsey & Company. The system operates like a
network structure where specialized information and insights gener-
ated from previous assignments across various industry and different
geographic regions can be created, stored, and studied (McKinsey
and Company, 1996).
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Implementing the Knowledge
Management System

Prior to implementation, the PMO must communicate any changes to
the relevant project teams. Employees tend to be unwilling to share
information if they expect that their work will not be acknowledged
prior to its being distributed organizationwide. Because of such rea-
sons, a discussion is necessary to obtain the support of all project par-
ticipants to achieve a successful implementation. Key managers must
communicate this message to all participants to obtain their commit-

ment to actively participate in the knowledge-building process.

Knowledge Harvesting

As the oversight and management responsibilities of the PMO in-
crease, so does the complexity of its knowledge management role.
A point person may be required to collect and control the knowl-
edge assets, building asset inventories aligned by portfolio or pro-
gram. The point person is accountable for ensuring that all project
documentation and supporting information is collected, collated, and
stored, as well as for making sure that the organization’s knowledge
management process is operating as a best practice. One such
method to achieve it is known as knowledge harvesting (Pugh and
Dixon, 2008).

Knowledge harvesting is a highly interactive session to gain
product knowledge from the community who owns it and those
who maintain or build it. The process (explained in the next section)
exposes all stakeholders to the intricacies and nuances of existing
programs and gives them an improved understanding of how a
product fits into a program and aligns them with the corporate ob-
jectives. Because the process is intended to be iterative, these ses-
sions are repeated after a prescribed period to ensure that data is

current and correct.
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A Case for PMO:
The PMO and
Improving the
Organization’s
Knowledge

Consider this question: Does your organization have subject mat-
ter experts (SMEs) who have become integral to your perform-
ance? Would their exit prove detrimental to your daily (and
long-term) operations? The chances are the answer to these ques-
tions is yes. If that is the case, then knowledge management is for
you because, if your SME walks out, you have somewhere to go
to find out exactly what it was that he or she did every day.

And that’s exactly what happened to FAS Inc. The organization
saw a recognized financial accounting standards expert—Ilet’s call
him Hal—deciding to move onto greener pastures. This person
was the cornerstone of the FAS systems unit, and because the im-
plementation of accounting standards is not everyone’s idea of
fun, he was left to deliver without any interference from his col-
leagues. When he left, there was not just a gap but a yawning
chasm. Because Hal was the de facto expert, he rarely docu-
mented his work, instead relying on his knowledge to drive his
projects. This worked well for the organization until Hal was gone.
Then everyone realized that they were in a bit of a mess. Every-
one was now left wondering, “Just what did Hal the SME expert
do?” To make matters worse, a new version of the existing ex-
pensing application was required by the end of the quarter to
report on stock option expenses for FAS’s client base. And re-
gardless of the SME loss, government regulations and business
partners wait for no one. A gallant project team had taken on the
assignment and worked long hours to determine how the current
process worked, the state the new application was in (Hal had
started it but his documentation was limited), and the effort re-
quired to complete it. Bottom line: missed deadlines, cost overruns,
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and a promise not to get caught out again made by senior man-
agement. They decided to spread the knowledge on financial
accounting standards around the organization and concluded
that knowledge management would be a good idea for their
client services program (and all their other programs as well).
They realized that, although an expense may be associated with
setting the process up, it would pay off through faster product
time to market, improved quality, improved training, and better
team interaction.

After the project went live, the PMO management team went
back to the drawing board to determine how to collect and man-
age their knowledge assets. They decided to do an electronic
survey on their extended team to find out who was strong in
which areas. The survey was filled out by each person and ad-
justed where appropriate by management (to account for mod-
esty and perhaps ego). The results were correlated and then
ranked to determine the experts in different areas. Based on this
ranking, the knowledge management program was developed.
The most vulnerable areas were addressed first, with those bet-
ter served scheduled for later review. A knowledge hub was es-
tablished and partitioned by area of expertise. A series of
knowledge harvesting sessions was undertaken, with the results
being used as the base to build the hub. Subject owners were
appointed to collect all documentation and assets referenced in
the harvest.

Based on the results of the SME Survey, FAS Inc. determined that
the area where they were most vulnerable was expense report-
ing (ER). The PMO set up a harvest session to collect as much in-
formation as possible about the ER process and about the
systems used to support it. Their first task was to set up a plan-
ning meeting with the key stakeholders for the subject. For this,
they invited sponsors, customers, original project team members,
and owners of several similar applications in the company. In the
planning meeting the team was introduced to each other and to
the harvest facilitator. They reviewed how the process would
work and determine which areas would be covered in the har-
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vest session. An agenda was created for the harvest session and
distributed to the various parties. As the time approached, the
stakeholders follow up with the invited participants to make sure
they would attend.

It was clear at the outset of the session that many attendees
were reluctant contributors, believing the effort to be a waste of
time. The session kicked off, and the invited customers began to
complain about the shortcomings of the process being har-
vested, creating some discomfort with the company attendees.
The event facilitator explained that the goal of the event was to
assist in building knowledge so as to improve the process for
everyone. He then asked the customer to explain how the
process worked from his point of view. His comments began
the dialogue. Once the other stakeholders began to listen to the
customers, they were able to contribute, and the atmosphere
changed from one of polarization to one of cooperation, with
all parties improving their understanding. At the end of the
meeting, a harvesting document was created and sent out to all
stakeholders. All involved agreed that the exercise had been
very beneficial: the customers because they understood more
about the process background and the company because they
heard the customers’ point of view.

With the harvest session completed, the PMO assigned a point
person on the FAS team responsible for collecting the informa-
tion to be placed in the hub. Armed with the minutes from the
harvesting session, the point person—let’s call him Steve—began
the process of gathering the knowledge assets to add to the hub.
The session minutes provided the contact information and loca-
tion of those assets. Speaking further with those involved, Steve
was able to complete the gathering process two weeks after the
harvesting session. He returned the information to the PMO,
who stored it based on predefined search criteria set up during
the planning sessions: marketing information, business require-
ments, systems requirements, technical information, user feed-
back, client implementation instructions, etc. With the assets in
place, the hub was launched.
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The Harvesting Process

There are five distinct phases to the knowledge harvesting process:
select, plan, capture, transfer, and reuse. The process starts by de-
ciding what is to be reviewed, then a plan is drawn up to accom-
plish an analysis. It is then executed and the process is completed
with the reuse of materials gathered as part of a training and edu-
cation practice.

Phase 1: Selection

Deciding what information to harvest is based on the need of the or-
ganization. The need may be prompted by a project team’s being dis-
banded at project completion, by their taking project knowledge with
them, or by a contractor’s leaving the company, taking the lessons he
learned away from the company. Thus, before project development can

commence, a complete review of the existing process may be required.

Phase 2: Planning the Harvest

A harvest requires the participation of two distinct groups: those who
know, the originators, and those who seek to know, the brokers. The
process is supported by a facilitator.

® Originators are those considered to be subject matter experts
(SMEs) in the area to be reviewed. They can include original
team members, those who manage a product or area, or those

who understand the operation under review.

® Brokers are those who would benefit from the knowledge.
They can be teams responsible for enhancements of a product,
those undertaking a similar project, and others.

® Facilitators are those who chair the process and who will drive
the questioning, assist with documenting the results, and ensure
that session participants adhere to the harvesting rules.
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Before the harvest can take place, the key stakeholders should
be gathered together to discuss the format of the harvest and the
goals. Areas to be harvested should be agreed on and documented
as an agenda, which should be distributed in advance among the
event participants, along with the guidelines for participation. Those
participating as brokers should prepare questions that they think are
relevant to the topic. Originators should gather together information:
documents, manuals, process definitions, checklists, and whatever

they feel is relevant to the exercise.

Phase 3. Data Capture

The harvest session is the primary method for capturing the infor-
mation required for the library. It is a highly interactive brainstorming
session that can take place across business units and locations. Tools
such as video conferencing, web seminars, and other vehicles can be
used for remote participants. The facilitator welcomes participants
and explains the session’s rules (e.g., no interrupting when another
person is speaking, everyone must think outside the box, punctuality
is a must, and so on) and the tools that will be used.

The facilitator will have a record of the discussions as they take
place in the meeting, with follow-up sessions arranged should more
detail be required. As each topic in the agenda is covered, the facili-
tator will work to draw information from the originators while trying
to engage the brokers in questioning. Any documents or information
referenced will be noted and collected after the meeting. The result-
ing notes will provide a valuable knowledge asset that can be used
immediately to help with knowledge transfer between the originators
and the brokers.

The harvesting session typically begins with the facilitator’s having
to drive the discussion. Many of those participating will not see the
value at the outset of the conversation, especially because a time com-
mitment is required. However, as the meeting moves forward, the at-
tendees will begin to realize the advantage of such a gathering,

rapport will develop, and creative juices will start to flow. The results
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can be measured both tangibly in terms of documentation and assets
created and intangibly by the improvement of team dynamics and in-

trapersonal relationships.

Phase 4. Transfer of Knowledge

Once the harvesting session is complete, it will be necessary to re-
turn to some attendees to collect supporting information such as
project stage deliverables, marketing information, and other docu-
ments. Once gathered, this data can be collated and stored in the
knowledge hub in such a way that it is publishable and searchable.
It should be available to all who would benefit or be interested in its
use. Although anyone can be assigned this task, it is best to assign it
to someone who has a vested interest in the creation of the hub,
such as the program or project manager (or team member) respon-
sible for a new project for which existing knowledge assets have yet
to be collected.

Phase 5: Reuse It, Update It, Refresh It

Although the knowledge management team will be involved in the
establishment of the various knowledge hubs, all interested parties
should be responsible for ensuring that the information is fresh and
up-to-date. The PMO should lead the efforts to make sure that the
various project stakeholders responsible for the repository content
will run it according to best practice (i.e., according to the bench-
mark in the industry) and mandate that the people who own the
data must update the hub.

Conclusion

Formalized knowledge management is quickly being accepted as a
best practice at many large corporations, because the value of cen-
tralized assets stored and the advantages to distributed project teams
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becomes increasingly apparent. Although there are drawbacks re-
garding the expense of enabling such a process—the investment in
training and formalized methodologies (and possibly the need to
purchase software and hardware to support the endeavor) will be re-
quired—there are many benefits, both tangible and intangible, which
have been discussed in this chapter.

Once established, the knowledge management hub will facilitate
expedited learning by all staff members, often providing a context for
an undertaking that otherwise would be dependant on subject mat-
ter experts. The knowledge hub will also reduce centralized reliance
on a limited number of individuals, thereby reducing the risk to on-
going operations resulting from staff turnover and limited resource
availability. Meanwhile, new projects will benefit from a centralized
repository that can help avoid missed requirements due to unknown
product information, undocumented lessons learned, and missing
project requirements and documentation from past iterations.

As with all best practices, good knowledge management requires
the support of the senior management team. Advocates at a high level
will assist with acceptance and success as the methods and processes
are rolled out to the public at large.

5 Things You Need to Remember from This Chapter

1. The definition of knowledge management
2. The PMQO'’s role in managing knowledge

3. The benefits, both tangible and intangible, offered by the
PMO'’s knowledge management role to the organization

4. The process involved to set up PMQO’s knowledge manage-
ment function (i.e., design the knowledge management hub,
determine the suitable medium, and implement the system)

5. The steps in knowledge harvesting
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Training

We have seen that the PMO is responsible for many complex
processes that require expertise and skills to implement. Core to those
responsibilities is the need to support and mentor good project man-
agement practices within the organization. Key to achieving that aim
is a training program that supports the PMO stakeholders’ needs at all
levels. Thoughtful, relevant project management training is a major
contributing factor to the success of the PMO and its community.
Training for success is not a new idea. Aristotle summed up the
need for education and training more than two thousand years ago:
“Excellence is an art won by training and habituation. We do not
act rightly because we have virtue or excellence, but we rather
have those because we have acted rightly. We are what we repeat-
edly do. Excellence, then, is not an act but a habit.”* The ability to
execute is not something that we are born with, unfortunately. At
birth we know absolutely nothing. Not much has changed since
Aristotle’s day. We may have developed such marvels as the com-

bustion engine, the computer, manned spaceflight, and so on, but,

*Aristotle, Greek critic, philosopher, physicist, and zoologist (384-322 BCE).

97



98 The Central Organizer

when we don’t know them, the simplest actions still require major
changes in brain activity to carry out (the use of a spoon is one
such example).

The same applies to our ability to perform complex tasks in the
workplace. As far as the authors are aware, no one has yet been
born a project or program manager. They may have the aptitude, but
hand them the tools without training, and all you will have is a col-
lection of tools.

This chapter sets out the basics on what the PMO will need to
know to facilitate successful project management training. It will re-
view the requirements for all skill levels and suggest formats that will
ensure targeted training that can build careers, improve morale, and
help the PMO accomplish corporate goals.

Depending on the corporate culture, training programs to
support the PMO may be easy or difficult to develop. Many large
companies (such as Apple, Procter & Gamble, and IBM) place
much importance on a well-educated workforce. They know
that keeping employees up-to-date with the latest industry prac-
tices will boost morale and improve productivity. Some organiza-
tions, though, are not focused on training, and it may be left to
the individual to find the education. One issue, however, will
quickly become apparent with limited training: Without providing
adequate training, it will be difficult for the PMO to educate the
organization on project management matters, thus hindering its
goals to add value to the organization. The following sections
elaborate the reasons for providing project management train-
ing to the organization and offer suggestions on how to structure
it best.

Reasons for Training

There are a number of reasons for encouraging training within an or-
ganization, such as the following ones.
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Training for Competitive Advantage

Globalization has some positive results such as easier exchange of in-
formation and knowledge, as well as lower operating cost derived
from outsourcing offshore. However, by the same token, globalization
also creates a more competitive environment. As a result, every com-
pany needs to place a greater focus on quality service delivery in or-
der to separate one business from the competition. In other words,
project teams will be required to learn new skills and tools that can
increase the company’s product and service quality, while making

the company’s operation more efficient timewise and budgetwise.

Training for Acceptance

When best practices are introduced, training is a key step in gaining
buy-in for the people involved. Courses should be tailored to suit all
those whose daily roles interact with the PMO. They should cover
the gamut of experience from an introduction to project manage-
ment through intermediate level training and more complex certifi-
cation (Six Sigma® or PMP®).

Many methods are available to facilitate training online: tutorials,
webinars, digital media, taught courses, certification courses, univer-
sity certification, and so on. Whatever process is selected, the goal
should be to give those enrolled the tools to do well for the business,
improving their skill sets and ability, at the same time improving their
own prospects for career and personal growth. This, in turn, will al-
low employees to personally experience the benefits of having a
PMO, which helps with the PMO’s integration into the organization.

Training for Personal Growth

When developing training programs, the PMO should consider the
desire of participants to enhance career prospects and mobility
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within the organization. There should be a well-mapped hierarchy
that can be applied to progression through the company ranks.

For example, should a person want to move from a project man-
ager position (i.e., someone who manages smaller projects with a
few stakeholders within a department) to a senior project manager
(whose endeavors run cross-department and often cross-organization
and involve many stakeholders; see Chapter 19), it may be necessary
for them to complete some form of project management certification.
When possible, the training should be developed so that it can be
credited against a more complex qualification. For instance, a Project
Management Institute (PMD) certified course on risk management is
worth a number of PMI Professional Development Units (PDU®),
which can be used to help meet the qualification requirements for
PMI’s Project Management Professional (PMP®) designation. At the
end of the day, when employees are willing to pursue a career within
the organization, it will result in a lower employee turnover rate and
improved staff quality. In other words, such training adds value to the
organization’s human resource management.

Training as a Morale Booster

A corporation’s willingness to provide good training and education
demonstrates commitment to the employees. It proves to team mem-
bers that they are valued and worth investing in.

From the employees’ perspective, they are generally very willing
to learn and apply new skills that will produce visible, immediate re-
sults. Thus, investment in development will be paid off as turnover
and on-boarding costs are reduced and productivity is increased,
which will seep directly into the company’s balance sheet. Generally,
the most successful companies are those that invest heavily in training.

In some companies, the pursuit of project management training
is closely tied to the organization’s overall learning and develop-
ment programs. For these companies, their professional develop-
ment programs feature project management skills training as one of

the bedrocks of staff development, with training that is open to all
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associates from entry level up. Considering all of these benefits, the
PMO is challenged to work closely with various project offices, in ad-
dition to being a learning and development coordinator, to create a
project management training program that is consistent with the orga-
nization’s strategic business objectives.

Developing a Training Program
That Works

When developing a program, consideration should be given to the
ultimate objectives of the PMO: the management of projects to bring
quantifiable benefits to the organization and help it achieve its goals.
To do this, focus should be placed on project management training,
including best practices, systems training, and knowledge manage-
ment processes.

A good rule of thumb for training requirements is to look at the
PMBOK Guide to Project Management Knowledge Areas. There are
nine areas that they deem key to good project management, and
the PMO fosters these best practices:

1. Integration management (the planning and execution of a
project)

Scope management (extent of work)

Time management (task and duration estimation)
Project cost management (budgeting and estimates)
Quality management (quality assurance and control)

Human resource management (team development)

NN W R W N

Communications management (planning, stakeholder
administration)

@

Risk management (risk identification, analysis, and mitigation)

9. Procurement management (contracting, purchasing, and vendor
management).
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A good PMO training program should encompass these areas.*

There are multiple channels for executing training programs;
e-learning, classroom, coaching, mentoring, and peer-to-peer are
some examples. Each can be used to tailor training to a specific au-
dience. Indeed, a combination of all methods is becoming more
common within large organizations. E-learning is often used to pre-
pare people for classroom-based courses with follow-up coaching
and online sessions to supplant the knowledge gained.

Before a new training program can be implemented, the PMO
must understand the project management capabilities of existing
project offices and teams, so that the training materials can be di-
rectly applicable to the processes used in a project (i.e., budgeting
and cost management, risk management, knowledge asset manage-
ment, resource planning, and so on). If no formal training is in place,
it is likely that many different methods are used across the organi-
zation to execute the same processes.

It is important that the program be flexible enough to deliver
the range of education required to all stakeholders. Focus should
be placed on project and program management—specific skills: risk
management, project cost management, communications, knowl-
edge management, motivation, team building, and so on. Generally,
the course objectives should be quantifiable so that, upon com-
pletion, the exercise can be determined to be a success or not.

For example, PMP certification training for PMO project managers
has a measurable objective: to provide the education required so that
participants can become certified as a Project Management Profes-
sional (PMP). The course enhances project management skills and, in
turn, the expertise of the PMO itself. Success can then be determined
by the students’ ability to pass the certification exam. The program it-
self may be complex and require much time to be invested, but its out-
come, favorable or not, is determined immediately through the exam.

Of course, improvement in project management skills as a result

*As detailed in Project Management Institute, A Guide to the Project Management
Body of Knowledge (PMBOK® Guide)—Third Edition, Project Management Insti-
tute, Inc., 2004. Copyright and all rights reserved. Material from this publication
has been reproduced with the permission of PMIL
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of taking the course may not be immediately apparent, but in time im-

provements in project metrics for those staff members should become
visible.

PMO Training Structure Examples

Figure 9.1 shows a breakdown of an example PMO training program.

There are three major programs: basic concepts, intermediate con-
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Figure 9.1 From entry to certification, how the PMO’s training program progresses.
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cepts, and advanced. The courses are designed with the audience’s
needs in mind. Generally, the completion of one program would be
a prerequisite for enrollment in the next level. However, exceptions
can be made based on an attendee’s level of experience and knowl-
edge. There is overlap in each area, but it can be assumed that all fa-
cilities offered in the lower-level option are available to the next
program.

Let us apply the structure detailed in Figure 9.1 to a hypothet-
ical situation at FAS Inc.: the introduction of a portfolio and pro-
gram management (PPM) methodology (a centralized process to
manage all aspects of a program such as resources, time, quality,
risk, and so on) to drive the PMO’s best practices for project man-

agement.

Program 1: Basic Concepts in Portfolio and
Program Management (PPM)

The audience for this offering consists of those who have a peripheral
interest in the systems and concepts being introduced. For example,
for a developer who will enter hours worked in the billing section of
a new program and portfolio management system, the introduction
will give an overview of the role the developer plays in the planning
and delivery of a project. The training sessions can be conducted in

the following ways:

®  Online Offerings. For those who are new to PPM or who will
have very limited exposure, e-learning offers an excellent
opportunity to familiarize themselves with the training
concepts, terminology, and theories behind the PPM processes
to be adopted by the PMO. It can also provide a handy
reference for those seeking specific information in a particular
area (completion of time entry, for example). This channel of-
fers flexibility and is very cost-effective; it does not require ab-
sences from the workplace to complete.
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® Classroom Instruction Covering Project and Program Manage-
ment Basics. Classroom instruction enables attendees to see
the processes in action and to pinpoint how their contribution
will become part of the overall picture. Although this option is
more costly than e-learning, it can assist in obtaining buy-in
from peripheral stakeholders. Instruction can take the form of
formal classes or of presentation in road shows, where an

instructor delivers the material to various interested groups.

® Coaching and Peer-to-Peer Interaction. This very effective
training method can be used to prepare, supplement, or
enhance course material. A hands-on walk-through of the new
process from a veteran or a review of the material with some-
one familiar with the processes involved can be vital in instill-
ing knowledge.

Program 2: Intermediate PPM Concepts
and Training

Aimed at those with a desire to build their skills in the PPM arena,
Program 2 introduces project and program management concepts in
detail to the attendee. It can also be used as a refresher course for
people who are familiar with the processes but whose skill set may
require updating. The course teaching should have the following
criteria:

®  Classroom Instruction Covering All Aspects of Project Manage-
ment. The coursework presented in a classroom setting should
be interactive, giving attendees the chance to practice some of
the skills they are learning in a group setting. This will improve
the chances of knowledge transfer and enhance the experience
for the participant. It also facilitates peer-to-peer networking.
Separate modules should be taught for each of the major proj-

ect management knowledge areas. Instruction can be in-house
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(certified by the Project Management Institute) or provided by

certified reputable vendors.

®  The Course Should Be University Accredited if Possible. Many
large corporations will work with local university business
schools to deliver professional training. Courses underwritten
by academic institutions give the attendee a real sense of
achievement and can be used for future accreditation in the

discipline being studied.

The coursework should lead to certification after a number of
units have been completed. For example, an introduction to project
management may feature modules on project time management,
project risk management, project resource planning, project cost
management, project quality management, project change manage-
ment, and project planning. Completion of several of these modules
should lead to a certificate. If possible, modules should be designed
to be acceptable professional development units (PDUs)* for use
with PMP certification.

Program 3: Advanced Concepts

Program 3 presents advanced concepts for study by the audience and
will lead to completion of the training. This will require a time invest-
ment from both the company and the participants. Both the introduc-
tory and intermediate programs are prerequisite, although experience
can be a substitute. The entry requirements for the advanced training
should be strictly followed, thereby ensuring that the person has the
correct experience and aptitude to complete the training.

As an example, if training is to be undertaken for the PMI PMP®
certification, certain criteria must be met before beginning. For those
with a bachelor’s degree or equivalent, 4,500 hours of project man-

*The Project Management Institute’s Project Management Professional certifica-
tion. See www.pmi.org for more information.
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agement experience are required, 7,500 for those without a degree.
Because this experience will be verified by the PMI, it is worthwhile
having the completion and validation of this information as a pre-
requisite for any training that will result in the PMP credential.

As with Program 2, where possible, the training should be at-
tached to university-accredited coursework and should lead to pro-
fessional certification. The instruction will be in-depth and will cover
the topic in great detail. It will be complemented by extensive home
study, with regular meetings to review and advise on coursework.
The program should be as interactive as possible to maximize
knowledge transfer.

Also at the advanced level, coaching is essential to success.
Study groups with experienced course graduates should be offered
as part of the course with attendance required. These should be
used to review concepts and to assist those who may have struggled
in class. The sessions can be at a person-to-person or group level
and should give plenty of opportunity to practice skills learned in
the classroom setting. Figure 9.1 shows conceptually how progress
through each program will eventually lead to certification and cre-
dential maintenance.

Conclusion

Although the benefits of education and training are quantifiable, a
cost is associated with the realization of those advantages. As with
any operational efficiency undertaking, good training requires in-
vestment. It is important that the sponsors of your PMO understand
this because they will have to advocate and fund the methods used.
Expenses include opportunity cost (your staff will be at training,
not at work), direct costs associated with those employees attend-
ing, the cost of instruction, and expenses associated with delivery
(for instance, printed handouts, computer media, website access,

and so on).
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A Case for the PMO:
Training

There are many reasons to attend training. It may be mandated,
new processes may be introduced that require coaching, or it
may be something you would like to learn to help you deliver
on your job. We interviewed Kerry Murphy, one of FAS’s project
managers, and here is her account on the company’s training,
which had allowed her to choose courses suited to both her job
and areas of interest.

1 first became aware of project management as a discipline
when I was asked to lead technical projects that included
staff who were much more experienced than I was. Because
I had no direct reports at the time, I decided to look into the
training offerings that were available for project team moti-
vation. This brought me in direct contact with our PMO for
the first time. They recommended that I take a project man-
agement fundamentals course, which contained a module
on team building and would also give me a good overview of
the other areas of PMO’s best practice. The program I enrolled
in was run under the auspices of a local university business
school and also offered PDUs toward the Project Management
Institute’s Project Management Professional designation
(which I was unfamiliar with).

Our first exercise involved my viewing a toy car and reporting
its description back to my assigned project team. They were to
draw it based on my report, which was poor. I did not really
comsider what the team would need when making my notes.
The completed drawing was a long way from the car that I had
been presented with. I also realized that I bad not really lis-
tened to the instructor before I had undertaken the task, which
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meant I was actually delivering the requirements in a way that
would result in certain failure. This setback had a dual effect
on me. First of all, I listened to the instructor for the rest of the
week, and second, I discovered an interest in the project man-
agement discipline that I have cultivated ever since.

Completion of the fundamentals course led me to other, more
in-depth classes offered by the PMO and eventually to the
Project Management Professional certification offered by the
Project Management Institute. The net result of my PMO-
sponsored training (which is ongoing) has been to improve
my project management skills (I think I have come some dis-
tance since the toy car experience), to keep me up-to-date
with changes within the discipline, and to enhance my op-
portunities within the company.

Employee training will require a major commitment from the
PMO and the company’s senior executive team. For a new PMO’s best
practices to gain acceptance, a training program that will address the
needs of all stakeholders is required. Attention should be paid to the
experience of the attendees, their role within the larger project man-
agement process, and their career focus. The structures put in place
should give people opportunities to enhance their mobility prospects
within the organization and build on their skill sets. A good training
program will bring many advantages to the sponsoring company and
will benefit the PMO. Staff will expand their project management
skills, leading to improved performance on the job and ultimately to
higher productivity and an improved bottom line.
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5 Things You Need to Remember from This Chapter

1. Quality project management training is the foundation on
which the PMO is built. It ensures that best practices are
accepted and that stakeholders understand why and how
they are applied.

2. Training should be relevant to responsibilities.

3. Completion of one training level should act as an entry
point to the next.

4. When possible, training should lead to a recognized quali-
fication; this will improve morale and lead to acceptance.

5. Willingness to invest in training demonstrates to your em-
ployees that they are valued.



Project Resource
Management

The success of an organization largely depends on the clever use of
its unique resources. Ranging from staff, space, and intellectual prop-
erty to funding, each resource is an asset to the organization. Because
individual resources alone cannot create competitive advantage, or-
ganizations must learn how to integrate them to derive their optimum
use through synergy. In this chapter, we will look at how companies
can do that. We will start with an overview of what resource man-
agement is, followed by a discussion on the role of the PMO in man-

aging project resources.

An Overview of Resource Management

Resources are basically the inputs that firms use to develop goods and
services for customers, and they can be tangible or intangible in na-
ture. Tangible resources are physical assets (e.g., buildings, machinery,
computers, and other equipment). Intangible resources (e.g., brand
names, trademarks, technology, and knowledge) are more difficult to
evaluate, but they are no less valuable to the firm.

The impact of combined resources can vary depending on various
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factors, such as the organization’s culture, the staff’s personalities and
thus their ability to work together in a team, the managers’ style, and
so on. For example, resources may flow fluidly from one project to
another in an organization whose culture is open to sharing, whereas
in a silo organization there is lack of communication and coopera-
tion among the business units and therefore possible competition for
resources. Looking at all these factors, it is clear that there ought to be

a process to manage the various types of resources.

The PMQO’s Resource
Management Role

Robert Grant, in his book Contemporary Strategy Analysis (2008), offers
a simple approach to resource management for a company in three

simple steps:

® Step 1 is identifying the organization’s key resources and their
capabilities. The company first needs to look at what it does
and what its main products and services are before identifying
the resources that contribute the most.

®  Step 2 involves appraising the resources against two criteria.
First, how important the resources are for generating sustain-
able competitive advantage; second, how strong or weak
these resources are compared with competitors’.

® Step 3 involves developing the strategy implications of step 1
and 2 above. Basically, this means finding out the most effec-
tive way to deploy the resources with the goal of achieving
superior results for the company.

So how do these steps relate to the PMO’s role? Resource man-
agement (i.e., the management of project staff, space, and other proj-
ect equipment) is an important element in project management. The
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main aim of the resource management functionality of the PMO is an
optimized use that creates competitive advantage for the company. In
collaboration with project managers and the HR department, PMO’s

resource management functionality covers the following aspects:

® Providing resources
® Establishing resource management guidelines

® Forecasting future resource requirements

Providing Resources

PMO’s strategic role in providing resources revolves around assisting
project managers in project resource selection and engagement. For
example, when looking at candidates for project team members’ po-
sitions, such a review will consider their skills, experience, knowl-
edge, and understanding of the organization’s business practice. In
most projects, there are three diferent types of personnel resources:

1. Project management resources (project managers, project sup-

port officers, project finance analyst, and so on)
2. Technical resources (subject matter experts)

3. Support resources (such as those from the IT and finance

departments)

It is the responsibility of the PMO to ensure the availability of
qualified resources, either internally or by obtaining resources ex-
ternal to the organization.

The process of fulfilling resource requirements should include

the following steps:

® Project managers or project initiators submit a project resource
request to the PMO for review.
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® The PMO considers the available pool of skilled resources. In
consultation with the project manager, the PMO dispatches the
suitable staff into the projects.

® If an internal resource pool is not sufficient, the PMO will liaise
with human resources (HR) to recruit more resources.

Establishing Resource Management Guidelines

Monitoring resource assignment and performance is an important part
of the PMO’s responsibility. To achieve an efficient resource manage-
ment, the PMO must create standard guidelines for the following:

® Resource selection
©  Resource acquisition
® Resource engagement

® Resource performance review (to be tied in closely with the
rest of the organization’s performance review method)

® Resource dispersal (for individual departures and at project
completion)

Those guidelines are best developed in collaboration with pro-
ject managers and the HR department to ensure that all parties’ per-
spectives on resource management are taken into consideration and
thus achieve their support.

Forecasting Future Resource Requirements

The PMO adds value to resource management by providing ongoing
monitoring of the current resource utilization. Having comprehensive
information on the overall resource assignments allows the PMO to
understand the adequacy of current project resources and to deter-
mine the number of resources needed for future projects. Comparing
current resource usage and future requirements, the PMO should be
able to identify the gap and advise senior management of the nec-
essary acquisition or dispersal.
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A Case for the PMO:

Resource Management

Hamel and Prahalad (1994) suggest that the size of the firm’s
resource is not the key determinant of capability. Rather, it is the
firm’s ability to leverage its resources that is important. Resources
can be leveraged in the following ways:

1. Concentrate resources by focusing the available resources on
projects whose outcomes will have the maximum impacts on
the company’s bottom line.

2. Accumulating resources through staff training and borrowing
from other firms through cooperative arrangements, such as
alliances and outsourcing.

3. Complementing resources by linking the resources with other
complementary resources, which can generate greater effec-
tiveness. For example, by putting product development staff,
marketing staff, and accounting staff on the same team, the fi-
nal product will satisfy the market requirement and stay within
the company’s budget.

4. Comserving resources by maximizing the utilization of resources.
This can be done, for example, by reusing the same equipment
on a number of projects through the end of the equipment’s
life span.

FAS Inc. discovered that a major challenge in the matrix struc-
ture introduced by the PMO was the allocation of human re-
sources to development projects. Their project portfolio often
had a dozen or more initiatives underway simultaneously that re-
quire upward of 20 people. Often those requested were the
same folks—generally experts and top performers—with newer,
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less experienced people left on the bench. This created two
problems: burnout among the senior staff and low morale in the
junior team members. This always leads to interesting planning
meetings. Some project managers wonder where everyone had
gone because they found it impossible to get people to work on
their deliverables, whereas other managers were famous for their
ability to assign all resources to their project. The PMO also dis-
covered that there was a tendency for functional managers with
project management responsibilities to hold onto their own di-
rect subordinates, even if they didn’t really have the expertise to
execute in the specific area. The lack of availability of those re-
sources often led to delays in other projects, and a kind of dead-
lock ensued. Paul Witten, the PMO manager, and his team
understood that for the PMO to execute successfully, the re-
source allocation process would have to be improved. To ad-
dress the problem, a weekly resource planning meeting was
convened by the PMO for each business unit. During the meet-
ing, the various project managers request resources. At the end
of the week, when all requests were placed, the PMO reviewed
and allocated resources in a manner that made the best use of
each person’s time. The PMO staff considered project risks and
project status (e.g., if one project was late and another com-
pleted ahead of schedule, then resources may be shifted from
one project to the other) and tried wherever possible to “smooth
or level” the resource requirements of the organization to avoid
under- or overutilization “spikes.”

Resource Scheduling

In large organizations, trying to manage numerous project staff can
be very challenging that it may require in-depth mathematical
analysis in order to find the most optimum use of each resource
across the organization. Although this process can be complex, the
basic concept, which basically involves moving resources around a

number of projects’ schedule (resource scheduling), is simple, as il-
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Business Analyst Requirement
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Figure 10.1 Resource scheduling.

lustrated by Figure 10.1. A PMO manager is trying to estimate
whether the existing number of business analysts (BAs) is sufficient
for the next six months. Currently, five analysts are working on a
number of different projects. Based on the number of business pro-
posals approved, there will be three more projects with fluctuating
needs for analysts over the next six months, as summarized in the

following table:

Resource Requirement—Business Analysts
Jan-09  Feb-09 Mar-09 Apr-09 May-09 Jun-09

No. of BAs Required 8 6 2 2 5 6

Based on the graph in the figure, and in collaboration with the
HR department, project managers, and senior managers, the PMO

may suggest the following:

® Engage three external contractors on a short-term contract for
the month of January. The pursuit of this alternative really de-
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pends on the organization’s capability because such a solution
may not be practical for every organization. Note how this so-
lution involves job advertising, creating a contract, and so on.
Another solution to fulfill resource shortages may involve
postponing project activities (the impact on business caused
by such action must be conducted prior to taking this action)

or borrowing resources from other projects.

® Three of the onboard business analysts could be reassigned
to nonproject work during the months of March and April

because the drop in resource requirements is only temporary.

® Based on the forecast analysis, firing and rehiring the staff may
not be a suitable option in this case since the “downtime” for

the “excess resource” is manageable.

From this example, it is obvious that the aim of resource sched-
uling is to determine a fixed amount of resource that is sustainable
over a long period of time. This exercise is aimed at optimizing the
productivity of available resources while minimizing the amount of
administrative work associated with hiring and firing (which may
also result in the company’s losing a qualified worker). In its appli-
cation, resource scheduling must be carried out concurrently with
the organization human resource policy.

Conclusion

Resource management can be an exhaustive exercise. In most cases,
the complexity of the process can be handled by the available ad-
vanced methodology and sophisticated software to achieve an op-
timum resource management. However, at the end of the day, it is
commitment from all of the parties involved that makes projects
successful.
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5 Things You Need to Remember from This Chapter

The purpose of resource management in an organization

The importance of understanding both the tangible and in-
tangible resources needed in most of the projects run in
your company

The resource management roles of PMO (e.g., help to pro-
vide resources to projects, establish resource management
guidelines, forecast future resource requirements)

How to leverage resources

How to carry out resource scheduling
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Project Selection

A dynamic organization, in which people constantly come up with ini-
tiatives, is frequently confronted with numerous project proposals. The
constraints on available resources make it crucial that every project se-
lected supports the organization’s goals. This prompts the need for a
project selection process. Such a systematic process involves evaluating
individual project proposals, allowing senior management to decide
which projects would be best to invest its capital in so the organization
can achieve its strategic goals. This is where the PMO comes into play.

In this chapter, we will discuss the PMO’s role in ensuring that
the projects selected will benefit the organization. As a part of its re-
sponsibility, the PMO creates the selection model and implements it.
With this in mind, we will look at a number of factors to consider in
developing the selection model. We will then present one model as

an application example.

The Need for Project Selection

Which product to develop? Which market to expand? Which com-
pany to acquire? Faced with these competing alternatives, senior
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management needs a tool to assist in making the best decision. Each
of these proposals has different costs, risks, and benefits. To make
matters more complicated, rarely are those factors easily quantifiable.
Thus, the aim of the project selection process is to achieve the great-
est benefit for the organization that comes with the best allocation of

resources and capital investment.

How to Select the Projects

Several techniques can be adopted to help senior management in se-
lecting the right projects. To arrive at the most appropriate model,

the organization needs to establish the following factors:

1. The organization’s strategic goals

2. The project selection model

Establishing the Organization’s Strategic Goals

Strategies are developed to meet specific objectives that allow a com-
pany to focus on growth and to compete more effectively against
competitors. Within these objectives and strategic plans, projects
must be selected and prioritized. The purpose of the projects should
be to assist the company in effectively executing its strategies.

As part of its strategic advancement, every organization needs to
generate a list of concrete objectives that will take them closer to ful-
filling its mission and vision. Such a list should be specific. Thus, rather
than producing a general and vague series of clichés about maximiz-
ing the bottom line, the items should be as specific as, for example,
“Expanding the clothing range in the European market,” “Reduce the
fabric supply cost by 20 percent,” or “Increase brand exposure to peo-
ple in the 18-25 age group.” By having a list of definite objectives, sen-
ior management can compare the organization’s plan with the projects

proposed before deciding which projects should go ahead.



Project Selection 125

The Project Selection Model

Considering the fact that not all project information can be boiled
down to a 100 percent specific level, choosing one or more proj-
ects from a vast amount of proposals is a complex process. To deal
with this problem, a decision-aiding model is necessary. Such mod-
els are helpful because they represent the problem’s structure by
extracting reality from the abstract issues. The more factors (and
thus uncertainties) there are to consider, the more complex the
model becomes.

The selection model will have to make some assumptions
about the internal and external factors related to the organization.
These estimates should be made while keeping in mind the reality
of the situation the company faces. When choosing a selection
model, the following three main characteristics should be taken into

consideration:

1. Realism. The model should reflect as much “reality” as
possible. For example, it should take into account the amount
of capital, human resources, and technical capacity available
to the company. It should also present a realistic expectation
of the degree of risks associated with the projects.

2. User-Friendliness. The model should be simple enough for the
decision makers to understand and flexible enough to modify
as the organization’s condition changes. By trying to make the
model simple, though, the designers should not exclude
relevant and important factors. In other words, they have to

weigh the needs for comprehensiveness and practicality.

3. Cost Efficiency. The model must balance the preceding two
characteristics. It must be sufficiently comprehensive to include
all the necessary data (in order to make the selection process
as realistic as possible), yet the cost involved in doing so (i.e.,
for data gathering, data analysis, and so on) must also be in
proportion to the benefits that the project offers.
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The Basic Types of a Project
Selection Model

The PMO can use a number of techniques to evaluate projects. The
technique that we propose here utilizes weighted criteria in the se-
lection process. Using this method, business activities are weighed
based on criteria that go beyond financial measures. Criteria such as
those relating to customers, shareholders, the organization’s business
processes, and staff growth should be included in assessing a pro-
ject’s alignment with the vision and strategy of the organization.
Building on that concept, we can then assign weights to the cri-
teria. We can adopt two types of weights: non-numeric (qualitative)

and numeric (quantitative).

® The qualitative model is subjective. For example, projects may
be categorized into qualitative criteria such as Poor, Good, and
Excellent. A project may then be accepted if it lies above the
boundary line that separates Poor and Good or rejected if it is
considered Poor.

Such subjectivity exposes the model to criticism because of
its vagueness. As a result, the consensus on the correct status of
a proposal will be the subject of long discussions among the
members of senior management. However, it should be empha-
sized that the simplicity of a qualitative model does not mean
that it is unreliable. On the contrary, such a model could be the
most appropriate one for the organization, depending on the
size and nature of the project and the organization itself. For
example, the decision to select a small project would probably
go faster with qualitative measures instead of pouring time and

money into trying to quantify every single criterion.

® The quantitative model, on the other hand, assigns numbers
to the criteria, in the hope that it presents more certainties in
selecting one project over another. The construction of a

qualitative model involves the selection of criteria and the
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A Case for PMO:
The PMO and

Project Selection

It was another quarterly budget meeting at FAS Inc. Both senior
project managers, Bill Clements and Kerry Murphy, were involved
in an intense discussion with Mike O’Malley, the CFO, and Dea
Chan, the head of the marketing department. For the next quar-
ter, the IT department would get only $500,000 in their budget.
This means that they could take on only one project: either
Mike’s, developing customized software for his finance depart-
ment, or Dea’s, an online platform for a product that FAS will
launch soon. Mike’s argument went like this: “If you make me this
software, my staff can save a lot of time because they won’t have
to process payments to vendors manually ever again. Remember,
this organization deals with one hundred and thirty-four vendors!
With this software, my staff won’t need to work long hours at the
end of every month, and we wouldn’t have to pay them overtime
anymore.” But Dea then chimed in: “Are you kidding me, Mike?
Your staff can work a few more hours. We need this platform;
otherwise the product won'’t selll And that will cost the company
money.”

CEO Dave Strassen, who had been listening for a while, broke his
silence: “Okay, the way I see it, we will have to prioritize one of
these projects.” Kerry Murphy suggested that, with Dave’s input,
they could start building a simple model to help with the decision
making. They listed the criteria for what is important for FAS. They
came up with three criteria: money was on top of the list (either
money saved from not paying overtime or money gained from the
new products selling very well). The other two criteria were em-
ployees’ work-life balance (happier employees will stay with the
company longer) and customers’ satisfaction (the online platform
will provide a lot of convenience for customers). The arguments



128 Processes

on how to weigh each criterion went on and on for almost 40
minutes before Dave finally asked Dea and Mike to come up with
a detailed analysis of how much money the company can save
from Mike’s project and how much money the company can gain
from Dea’s project. In addition, Bill and Kerry, as PMO represen-
tatives, were asked to provide an independent opinion on how
much the other two criteria should be weighted. The PMO then
conducted interviews with Mike’s employees and the HR depart-
ment, and reviewed some customer survey results on the product
that’s about to be launched before assigning the weights.

A week later, they had another meeting. The model yielded a re-
sult that says they should go with Dea’s project. Dave looked over
the report and agreed with it. After another 40 minutes of dis-
cussion, Dea agreed that, although the model favored her project,
like it or not, the measures were still subjective. She decided to
reduce the scope of her project so the IT department could start
Mike’s project in this quarter instead of the next. Dave had no ob-
jection. So, although a bit disgruntled at the beginning, Mike was
just glad that his project finally got the go-ahead.

assignment of scores on the criteria (explained in more detail
in this chapter).

Establishing the Project
Selection Model

Before a selection model can be established, senior management
must first list the factors that influence decision making. For example,
if the projects propose the development of Product A rather than
Product B, then the selection factors may include appearance, pro-
duction cost, sale price, projected sales number, and related factors.
The idea of having an exhaustive list must never be put aside. How-
ever, you must always be aware that such lists may complicate the
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selection process unnecessarily if a group of selected top five most
influential factors is sufficient.

Once the list has been developed, two tasks remain. First, senior
management has to decide on and number the factors in the order
of their importance (i.e., which is first, second, third, fourth, and so
on). For example, if management believes that the net present value
(NPV) of profit produced by a certain product is more important
than having that product penetrating a whole new market, then they
might want to assign a higher score to the NPV factor and a lower
score to the market penetration factor.

Given Factor X is more important than Factor Y, the next ques-
tion is, “How much more important?”” When confronted with that
question, senior management has the option of assigning weights to
the options. Generally, the sum of the weights of all factors should
add up to one. In other words, this requirement reflects the contri-
bution portion of one factor compared to the overall contribution of
all the factors. The weight of each factor is to be multiplied by the as-
signed weight in order to obtain the overall score for the project
prior to ranking the candidate projects.

Let’s look at an example of how to apply the principle. The sen-
ior management of Company XYZ has to decide which product de-
velopment project (A, B, or C) is the best investment for them.
Before ranking the project, Company XYZ sets up selection criteria
(refer to Table 11.1): The product must produce profit at least in the
next three years, give advantage to the company in terms of con-
trolling the market size, and must have a low long-term expenditure
associated with customer support.

Separate scores are then assigned to distinguish various pro-
jected performance levels for the criteria. In this example, a higher
score is adopted to indicate a more favorable performance (i.e., a
product that produces $400,000 profit will be assigned a higher score
than a product that produces $100,000 profit).

Another criterion has different importance to the company,
prompting senior management to assign various weights to it. In the

table, 3-Year Profit Projection is deemed to be the most important and
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Table 11.1 Project Selection Example

Product Development Selection

Score
Criteria 1 2 3 4 5
3-year profit $50,000— $150,000— $300,000—
projection < $50,000 $150,000 $300,000 $500,000 $500,000<
Market size
control <10% 10%-20% 20%-50% 50%—70% 70%<
Customer $60,000— $40,000- $20,000-
support cost $80,000 $80,000 $60,000 $40,000 $20,000 >
Product Scores
3-Year Profit Market Size Customer
Projection Gontrol Support Cost Total
Alternatives (Weight: 0.5) (Weight: 0.2) (Weight: 0.3) Score Rank
Product A 5X05=25 1X02=02 2X03=0.6 3.3 1
Product B 1X05=0.5 2X02=04 4X03=1.2 2.1 2
Product C 2X05=1.0 5X02=1.0 3X03=0.9 2.9 3

is thus assigned the most weight, followed by Customer Support Cost
and Market Size Control. In practice, there are various ways to deter-
mine the most appropriate number to reflect the weight. Such a tech-
nique, which involves extensive data gathering and complicated
computerized formulas and models, is beyond the scope of this book.

For each product, its scores across the various criteria are multi-
plied by the assigned weights, producing a total score. The projects
are then ranked, with the highest scored at the top.

Conclusion

Always bear in mind that models can churn out numbers and add
more conviction to the argument. Whether highly quantitative or
qualitative, models are decision-making aids. They can help crystal-
lize a viewpoint or an argument. However, at the end of the day, the
decision lies in the hands of people, not a model.
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5 Things You Need to Remember from This Chapter

Know your organization’s goals.

Use a methodical process in selecting projects to make
sure they’re aligned with your company’s strategy.

Know the different characteristics to consider when devel-
oping a selection model that is suitable for your
organization.

Understand the qualitative and quantitative methods, and
when to use them.

Include nonmonetary criteria in the model.
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Controlling Project Progress

In the previous chapter, we discussed the PMO’s role in project se-
lection. However, the PMO’s role doesn’t end there. Now that we
have our projects lined up, the PMO will still be playing an impor-
tant role in making sure that every project achieves its desired goals.
In this chapter, we will discuss how the PMO can accomplish that
through a series of gateway reviews.

The United Kingdom’s Office of Government Commerce promotes
the gateway process as a method to examine projects at key decision
points in their life cycle before they are allowed to progress. The pur-
pose of this process is twofold: first, to provide assurance that the proj-
ects can progress successfully to the next stage; second, to ensure that
all projects are reviewed consistently by the same standard. One of the
PMO’s tasks will be to develop a gateway process that best suits their

company. In this chapter, we will show how your PMO can do that.

Why Use a Gateway Review?

A gateway review examines the readiness of a project to proceed to

the next stage. It allows the progressive commitment of resources

133



134 Processes

while ensuring an accurate cost, benefits, and risk assessment. In other

words, a gateway review is a way to ensure that:

® All project milestones and their deliverables have been
accomplished.

® All skilled personnel and vendors or contractors are available

to commence work.

® All other resources (facilities, space, and so on) are available
for the next stage.

® The necessary budget to proceed to the next stage has been
approved.

® Approval to proceed has been sought and given by the project

sponsor and/or other appropriate authorities.

Making a Case for
PMO: The PMO
and Staged Reviews

FAS Inc. was faced with a complex project of massive proportion:
automating business processes and supporting functions (e.g., ac-
counts payable, accounts receivable, and setup of contracts) for
Sarbanes-Oxley compliance. To complete the project, their first
step was to identify which areas of the company are responsible
for the financial reporting and the IT system they use. They also
had to determine how financial data flows from those areas were
to be finally captured in the financial reports. Understanding the
scale of the project, Dave, the CEO, wanted a direct report on
project progress. He assigned project leadership to someone from
outside the company: a project manager named James Tobin, a fi-
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nancial expert with extensive IT experience. He would be as-
sisted by a project team consisting of a senior technical staff from
the IT department and another senior staff from the finance de-
partment. Because of its magnitude, the project was divided into
eight subprojects that would look at how the financial data was
processed in the different operational divisions of the company.
Each subteam would also be led by a project manager and two
staff (one each from the IT and finance departments).

It wasn’t long before chaos reigned. James Tobin spent most of
his time putting out fires instead of planning the next step of the
project. Each subproject had different levels of complexities,
which were due to the different size of each division and its
varying ways of doing things. As a result, all of the eight sub-
projects moved at a different pace, and James had trouble keep-
ing up with what each subproject was up to. He had no control
over the differing quality of each subproject’s deliverables.

James Tobin sensed that, unless he could bring all these sub-
projects to move in unison, it really would be like herding cats for
the rest of the project. (And it was going to be a long project!) So
he consulted the PMO and Kerry Murphy, a senior project man-
ager at the PMO, suggesting that he use the gateway review. The
gateway review subjected all the subprojects to the same monitor
and control standards. Once James understood how it works, he
asked the PMO to give an induction to explain to the project
managers how the gateway review works. James also informed
the project managers that, from that point onward, all of them
would be given the same deadlines reflecting the different stages
in the review. And that finally brought all the subprojects to move
forward in synch. James was then ready to move the project to
the next stage.

Of course, the case study above is an oversimplification of
what really happened, but the moral of the story is how a PMO
tool, the gateway review, can be used to improve projects’ quality

assurance.
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The Different Stages in the
Gateway Review

The review is commonly divided into five distinctive parts*:

1. Gate 1: Concept

2. Gate 2: Design

3. Gate 3: Development
4. Gate 4: Implementation
5. Gate 5: Finalization

However, it is perfectly alright for an organization to end up with

different gates, depending on the nature of its projects.

Gate 1: Concept

Objectives: The concept phase is the first formal period in the project life cy-
cle. It allows a business initiative to be reviewed in order to ensure that the
idea is feasible (technically and financially) and beneficial enough for the or-

ganization to make the investment. In other words, the concept phase en-
sures that any idea makes business sense.

Deliverables: Business Case
Activities:

» Document the highlevel description of the concept and obtain
approval from the relevant business unit's manager.
Verify the concept’s alignment with the organization's strategy.

Develop an indicative timeframe and quantify the amount of financial
commitment and resources necessary to complefe the overall project.

*Adapted from the United Kingdom’s Office of Government Commerce “Gate-
way Review for Programmes and Projects.”
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dentify relevant risks and issues.
Identify the parties impacted by the concept.

Provide other relevant information to assist the organization’s
executives with decision making.

» Attach a CostBenefit Analysis to the business case.

The PMO's task is to gather the business cases from various business units
and bring them forward for review by the organization’s executive. As a part
of this task, the PMO has the obligation fo review the business case to en-
sure that it confains all the necessary information for review by the project
committee.

Gate 2: Design

Objectives: Once a business case has been reviewed and approved by the
committee, the concept has gained formal recognition. In the design phase,
the business case will evolve info a project plan, which provides a more de-
failed understanding of the project’s approach and ifs requirements (re-
sources, schedules, deliverables, risks, and the impacts involved) to take the

project forward. In this phase, the detailed functional and technical designs
for the project are also developed.

Deliverables: Project Plan
Activities:

» Define the number of staff required for the project and allocate the re-
sources there; consider external resources if internal resources are not
sufficient.

» Define project scope and its deliverables; establish a clear boundary
between what is in scope and what is out of scope.

» Develop a defailed breakdown of each activity required to complete
the project, which is necessary to derive a more accurate estimate of
project schedule and costing [i.e., a more accurate estimate can be
derived from “buying 2 gallons of white paint and hiring a painter for
13 hours” than from “paint the bedrooms”).

» Identify the project’s sponsor and appropriate funding source.
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» Refine the project’s risks {and their mitigation plans), cost estimates, and
project’s impacts based on the organization’s structure and operation.

» Achieve approval and work commitment from all the stakeholders
involved.

» Identify and review various alfernatives for project delivery with a recom-
mendation of the preferred approach.

Develop defailed functional and technical designs.

Define project reporting requirements and project management prac-
fices to be applied in the next stage.

» Esfablish a central repository for project documents.

Gate 3: Development

Obijectives: Once the project plan has been reviewed and approved by the
committee, it is authorized fo proceed to the development phase. Here,
products are built according fo what is outlined in the designs.

Deliverables: Project's Products

At this stage, multiple approvals may be needed for multiple deliverables,
and approvals may also be required for project variations in the event of a
change of scope or an increase in the project cost or duration.

Activities:

Develop and test products.
Develop implementation strategy.

Develop more accurate cost, schedule, and resource esftimate for the
next stfage.

» Construct (build] once products have been coded and tested.

Gate 4: Implementation

Objectives: The purpose of this phase is to ensure that the project’s deliver-
ables are implemented to the appropriafe environment.
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Deliverables: Implemented products running smoothly as a part of the business's
operation.

Activities:

» Communicate with stakeholders to defermine the most appropriate
time to carry out the implementation.

Implement the deliverables, if required, in a number of releases.

Conduct customer review to ensure that every glitch can be identified

and fixed.

Gate b: Finalization

Objectives: This last stage is incorporated info the gafeway process fo en-
sure that all projects are properly closed with an appropriate review and
handed over fo the staff who will operate it or be in charge of it on a day-
to-day basis. (With some projects, the people who were involved in devel-
oping the product will not oversee it in the long run once it is integrated info
the company’s operation.)

Activities:

» Ensure that all deliverables” components have been implemented
properly.

» Ensure that the operation of all deliverables has been properly
handed over fo the appropriate business unit personnel.

Obtain sign-offs from project sponsor and other stakeholders.
Inform project team members and stakeholders about the formal clos-
ing of the project.

» Transfer relevant documents from the project’s repository info the
PMO's knowledge management system database.

» Conduct a postimplementation review on project performance, which
may be conducted by PMO personnel instead of project staff, and
pass the result on fo the project committee.

Deliverables: Postimplementation Review
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Gateway Review Tools

The PMO’s use of the gateway review can be supported by a number
of available tools, such as the following:

®  Gateway Review Summary Diagram. A summary diagram, like
the one in Figure 12.1, shows a high-level view of the stage
the project is in and the roles of each project participant
throughout the project’s life cycle.

®  Gateway Review Checklist. A comprehensive checklist, such
as the one shown in Figure 12.2, may be used in connection
with the Gateway Review Summary Diagram. The checklist
should be done according to the gating sequence, and it
should also be specific enough, listing all of the detailed level
activities.

Conclusion

In this chapter, we discussed the PMO’s micromanagerial role in en-
suring periodically that every project is ready before it goes any fur-
ther. The adoption of formal checkpoints in a gateway review
encourages an effective and efficient project delivery, thus improving
the probability of its success. In the next chapter, we will look at the

PMO’s macromanagement of projects at a program level.

(text continues on page 143)
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Figure 12.1 Gateway Review Summary Diagram.
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Gate 1: Concept

Describe project scope

Estimate how long the project will take

Identify risks and issues

Align concept with organization’s strategy

Conduct Cost-Benefit Analysis

Create a business case

Obtain the necessary approvals prior to submission

Oo|o|o|o|o|o)|o

Gate 2: Design

Define project scope

Identify project sponsor

Identify project participants

Refine project’s risks and issues

Develop functional and technical design

Create a project plan

Obtain the necessary approvals prior to submission

oo\ o|o|o|jo)| o

Gate 3: Development

Test products

Document users’ experience

Plan product's implementation

Obtain the necessary approvals prior to product delivery to client

Oo|o|o|o

Figure 12.2 Gateway Review Checklist.
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Gate 4: Implementation

Communicate implementation plan to parties that will be affected

Plan the implementation in a number of releases

Seek Feedback From users at fhe end OF each re|ease

Obtain the necessary approvals prior to implementation

Ooojg|o

Gate 5: Finalization

Review feedback after implementation

Carry out any necessary changes prior to finalization

Obtain sign-offs

Close project

Conduct postimplementation review

oo o olo

Figure 12.2 Gateway Review Checklist. (continued)

5 Things You Need to Remember from This Chapter
1. The purpose of gateway review as an instrument to meas-
ure projects’ readiness to advance to the next stage

2. The different stages commonly included in the gateway re-
view
3. What each project has to deliver at the different stages

4. The importance of identifying the staff to cooperate to
obtain approval to proceed to the next stage

5. The different tools that can be used in the gateway review
(e.g., a Gateway Review Summary Diagram and a Gateway
Review Checklist)




This page intentionally left blank



Program Monitoring
and Control

In the last chapter, we discussed the PMO’s micromanagerial role. In
this chapter, we will discuss a role that is no less important: macro-
managing the projects at the program level, where the PMO is to pro-
vide a snapshot of the program as a whole as opposed to on a
piecemeal basis (i.e., at project level). Managing a program is an it-
erative process of collecting the required information, analyzing it, re-
porting it to the business executives who will then take any control
measures necessary, and then going back to monitoring the program.
We will review the tools useful for the PMO in each of these steps.

The key function for the tools is to provide crucial information to
project managers, program managers, project committees, and other
project participants with relevant information regarding ongoing
projects, which is vital for them to have in order to stay informed and

make timely decisions.

The Monitoring Process

A typical program monitoring process involves the activities shown

in Figure 13.1.
145
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1. Collect Information 2. Update 3 Review
Program Status Program Status

5. Exercise 4. Report
Program Control Program Status

Figure 15.1 Steps in program monitoring.

1. Information Collection

Information, such as each project’s total expenditure to date, its com-

pletion status to date, and so on, is collected through a project sta-

tus report (refer to Chapter 7), which has to be done by each project

office with an agreed-on frequency. The project status report pro-

vides key information about the different activities to be performed

in a project and shows how well those activities are progressing

when compared to the plans. This type of information has to be col-

lected periodically to offer the necessary data for the PMO to do its

monitoring and control tasks.

2. Program Status Update

Upon receiving the information, the PMO analyst updates the pro-

gram repository, which is basically a collection of projects’ statuses.

The purpose of such a repository is to provide an overview of the

actual progress of each project compared to its schedule and to other

projects. In creating the repository, these are the most important as-

pects that need to be included:

® Actual percentage of project completed versus planned

completion
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® Actual expenditure versus planned expenditure
® Actual budget versus planned budget

® Actual time spent versus planned schedule

A sample template for the repository is shown in Figure 13.2.

These days, software is available to help the organization in
monitoring its projects (refer to Chapter 15 for a more in-depth dis-
cussion on PMO system selection). Selecting the best software for
the company depends on a number of aspects, such as software ca-
pabilities, purchase price, system requirements, technical supports,
and so on. Any software chosen must be able to act as a program
repository.

Program Status Review

Once the PMO updates the repository, its next task is to analyze the
status of those projects using the following metrics, before present-
ing them to the project steering committee.

Project Performance Metrics

We define metrics as a performance measurement tool. Metrics pro-
vide guidance on how the project performs against the initial plan in
terms of schedule, time, and resources. The application of metrics in
a project environment has a variety of uses, such as the following:

® Establishing consistent oversight of project performance in

terms of cost, schedule, and resource utilization

® Facilitating comparison with industry standards for compliance
purposes

® Facilitating industry benchmarking for the organization’s
project competency and capability



For the Financial Year:

2009/2010 Date:
Completion Budget Expenditure Verification Escalation
Rank | Project Planned Actual Planned Actual Planned Actual Number of Issues / Risks /
Name Completion | Completion | Budget Budget Expenditure Expenditure | Verification Changes to be
Requested resolved

1 ABC 20% 15% $20,000 [$21,500 | $12,000 $12,810 5 Budget increase:
Refer to Project
Status report
dated 02/21/09

2

3

4

5

6

Comment:

Figure 13.2 A Sample Program Status Record.
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® Providing a common standard for all of the different projects,
allowing them to be subjected to equal and consistent compar-

ison tools

Using past experience and industry standards, the PMO can de-
rive the “right” metrics, which are capable of presenting snapshots of
the project environment. The metrics are included in regular reports
to the project committee. It is up to the project managers to take ac-
tion on issues arising from the metrics evaluation.

Project performance metrics should include the following key

elements:

® Budget metrics
© Schedule metrics

®n  Resource metrics

Budget Metrics

Budget performance metrics should be able to accomplish, but not
be limited to, the following:

® Ensuring the appropriate expenditure is available for project

completion

® Acting as an alert system to project authorities when expendi-

tures are heading for a potential blowout
® Establishing expenditure authorization limit and escalation levels

® Establishing criteria for contingency funding

Schedule Metrics

Schedule performance metrics should be able to accomplish one ma-
jor thing: establish whether the project is ahead of or behind schedule.
The metrics will compare its planned schedule to actual progress.
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Resource Metrics

Resource metrics should be able to accomplish, but not be limited to,
the following:

® Measuring the number of human resources used in the different
stages of the project

® Measuring the amount of project work that can be completed

by a certain number of resources
® Indicating the number of resources needed to expedite a project

® Comparing the number of resources utilized versus expended
budget and project completion rate

® Measuring resource availability versus resource
requirements

Examples of the Use of Metrics

All these metrics should assist with corrective actions. In other words,
the metrics are indicators when a project’s progress is about to derail.
The metrics should be generic enough so that they can be applied to
various projects in the organization. The concept of having perform-
ance metrics is not something new and it has been explored in-depth
by other disciplines, such as in process improvement (e.g., the Six
Sigma® method). The following very basic examples present the con-
cept to illustrate the use of metrics in a project environment.

Example 1

The following metric compares the amount of expenditure over the
total budget and the amount of project completed.

Metric Indicators
® Total amount of budget that was approved to complete the
project (X)
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® Actual amount of budget that has been expended so far (¥)
® Estimated budget needed to complete the project (2)
® Percentage of budget expended (PBE)

® Percentage of project completion (based on project schedule)

(PPC)

These indicators are used to construct the budget progress ratio
(BPR):

Y+27

BPR = X

We can then set up the success level brackets to measure the
project’s performance:

® BPR > 1: If the forecasted expenditure turns out to be true, the
project will be over the budget.

® BPR > 0.8. The project has high potential to exceed the
budget.

® BPR < 0.5. The project is well under the budget.

Suppose that Project Laundromat has been allocated a $1
million budget and that it is to be completed within 10 months,
from January 1, 2009, to October 31, 2009. On May 31, 2009, the
project manager of Project Laundromat reports that $700,000 has
been expended so far, and $200,000 is estimated to complete the
project.

In this case,

_ $700,000+$200,000 _ o
$1,000,000

BPR

This should alert the project manager that the project has poten-
tial to be overbudget soon.
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Example 2

Another way to utilize budget metrics is to compare it with project
completion. Using the same project as in example 1, assume that it is
completed at a constant rate (thus, 10 percent of the project is com-
pleted in one month).

On May 31, 2009, five months since the project commencement,
50 percent of the project has been completed. Thus:

Percentage project completed (PPC) = 50%

£ = _$700,000
$1,000,000

PB =70%

Because PBE > PPC, it can be said that the expenditure out-
spends the project completion. This too should alert the project man-
ager on a possible budget blowout by the end of the project. If the
discrepancy between the two metrics (PBE and PPC) are compara-
bly large (the PMO should define the “success bracket”, i.e., how
much “large” is), then the project manager needs to take control

measures to get the project back on track.

4. Program Status Reporting

Bearing in mind that the purpose of reporting is to convey an accu-
rate picture of a project’s status, based on the project’s update and re-
view, the following information should be captured by the PMO’s

reports to the project committee:

® Business cases and program plans submitted by project offices
for approval by the project committee

® Project financials information, both the actual amount and

planned budget

® Reconciliation of the project office’s financial record with the

finance department’s record



Program Monitoring and Control 153

® Summary of the completion status of all current projects
(actual completion versus the planned schedule and the

current phase or gate level)

® List of issues encountered in projects, whose solutions await

the project committee’s decisions

® Summary information for each project (projects’ key players:
project sponsors, project managers, project team members,
and so on)

® The project’s rank, which lists the projects according to how
important they are to the organization (see Chapter 11)

® Summary of other relevant project information, such as the
number of variations already approved for each project, the
type of changes applied to the projects, and so on

Program Control

In monitoring the program, the PMO will always find projects that
have gone too far off their schedules for many reasons (e.g., changes
in project scope, a lack of resources, and so on). Most PMOs do not
have the authority or the capabilities to exercise enough project con-
trol to bring these projects back on schedule. However, it can iden-
tify projects that are off track, identify the issues that need to be
resolved, and escalate them (through the program report) to the pro-
gram steering committee to make the decision. The program steering
committee (which consists of business executives with the authority
to make decisions) has the power to take measures, such as getting
more resources—from either inside or outside the company—for the
projects, extending the projects’ deadline, increasing the projects’
budget, and so on. Note also that since the whole process is iterative,
the PMO will still have to monitor the projects’ progress once the
control is implemented and report back to the program steering
committee.
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An Escalation Model

A part of the program control is project issues escalation, a process
where issues that cannot be resolved by the project manager will be
presented to more senior executives (e.g., the project’s sponsor, the
project steering committee, or even the CEO), who will have the fi-
nal say. Steps and processes followed in the escalation model can be
similar to the dispute resolution model in the organization. The pres-
ence of a third independent party, such as the PMO, is necessary
because it gives more credibility to the decision in the eyes of the

disputing parties.

Making a Case for
PMO: PMO and the

Politics of Escalation

One aspect of escalation that doesn’t get mentioned very often is
office politics and how easy it is for the PMO to be trapped in the
middle. And that’s exactly what happened to Paul Witten, the
PMO manager. He had been noticing how Jeremy Miller’s project
had been overbudget in the last three months. Paul was con-
cerned about how the project’s deficit seemed to snowball. Paul
had discussed this with Jeremy, who kept assuring Paul that he
could fix it himself. On one hand, Paul knew that unless he
brought this issue to Dave’s, the CEO’s, attention, it would go un-
noticed until it gets too big to handle. Paul also knew that it is the
PMO’s responsibility to escalate matters that, in the PMO’s dis-
cretion, cannot be handled by the project manager. On the other
hand, Jeremy’s IT department was one of the PMO’s biggest
clients, and Jeremy was a good friend of Paul’s. In the end, Paul
decided to have one last talk with Jeremy, and he finally con-
vinced him that it was better for his project if the budget issue
was brought up to the CEO’s attention for a better solution.
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The first step involves the project manager’s informing the PMO
and requesting an issue resolution by a third party. In this instance,
the PMO attempts to arbitrate the issues prior to escalating them to
the next level. The PMO also documents the proceedings.

However, there are also instances when the escalation is initiated
by the PMO, such as when the PMO identifies that a certain project
is not run according to the organization’s project management stan-
dard and is thus having negative impacts on the company (e.g., loss
of money, project delay, and so on). In these circumstances, the PMO
first discusses the matter with the particular project managers on
their capabilities in correcting the problems, before escalating the is-
sues to senior executives.

When an issue cannot be resolved at the project level, there are

a number of escalation levels (refer to Figure 13.3), each taking the

Project Manager

Heennll |
| Project |
| Executive Level 3
| Committee I
| I
| |
I Project Sponsor |
| | Level 2
| |
l____“___4 ——————————————————————————— 1
: | o
! | PMO | |
| | |
| | | .| Level1
I : I
| I | |
l | | l
l l

Figure 13.3 Escalation levels.
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issue to the next higher level of management. At each level, the au-
thority, in consultation with other stakeholders, will attempt to pro-

vide a timely resolution to the issues.

Level 1

The project manager escalates issues related to clients, vendors, or
other third parties (for example, contract-related disputes over the
terms of budget or completion date) to the PMO. Usually, the type of
issues brought up to the PMO are more project related and small in
scale (in comparison to issues brought up to Levels 2 and 3). The
PMO then acts as an independent arbiter between the project and
the other party (i.e., it reviews the contract and facilitates a negotia-
tion between the two parties).

Level 2

When project issues cannot be resolved within the project, even with
the assistance of the PMO, then the PMO facilitates the escalation
process to the project sponsor. Thus, in the preceding example, as-
suming the PMO cannot resolve the contract dispute, it brings it up
to the senior executive who's in charge of overseeing the project. For
example, if the project is commissioned by the research and devel-
opment department, the departmental head will have more author-
ity than the PMO to make a decision to, say, allocate more money
from the department to the project, thus ending the dispute with, say,
the vendor.

Level 3

When issues still cannot be resolved by the project sponsor, the PMO
escalates them to the project executive committee level. The com-
mittee, which has the company’s senior executives (e.g., CEO, CFO,
member of the board of directors, and so on), takes into account in-
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puts from the project managers, the PMO, the clients and vendors,
and the project sponsors to come up with a resolution. The project
executive committee’s decision is final.

Conclusion

The PMO’s responsibility for managing the organization is the most
complex role it has on its plate. It is an iterative process that involves
various parties with varying interests, making it a delicate balancing
act. In this chapter, we decided to not delve too much into the po-
litical issues (whose resolutions and negotiation methods have been
provided in numerous managerial books). Instead, we equipped
readers with simple tools that will allow the PMO to carry out its pro-
gram monitoring and control tasks in the most objective manner.

5 Things You Need to Remember from This Chapter

1. The five stages in the iterative program monitoring and
control process (information gathering, updating,
reviewing, reporting, and controlling)

2. Theitems to be included in a program status report

3. The different metrics (for budget, resource, and schedule)
to help the PMO in measuring a project’s performance

4. The control measure that can be taken to bring projects
back on track

5. The aim of issues escalation and the overall process as
managed by the PMO
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Project Audit

Projects rarely run according to their schedules or within their budg-
ets. Most projects, in fact, run over speed bumps. This is when having
proper project management standards becomes important because
they provide guidance on how to prevent such situations from occur-
ring and take proper course of action when they do. In the previous
chapters, we have discussed the different ways in which the PMO can
create such guidelines, from managing customers to reviewing the
progress of a whole program. Now that we have all of these measures
in place, the question is whether anyone will follow them.

The PMO has an inherent interest and responsibility to the or-
ganization in ensuring that all projects adhere to project management
standards and guidelines, that all projects are run in the most efficient
and effective manner, and that all projects hold up the organiza-
tion’s business values and ethics. To carry out this responsibility, the
PMO needs to implement project audits. A project audit is a three-fold
process.

® First, it allows the PMO to validate whether the project teams
are utilizing the appropriate project management processes.

159
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® Second, the auditing process can be an opportunity for coach-
ing the project managers to understand how the methodology
is (or could have been) applicable to their project.

® Third, it can provide feedback to the PMO when certain parts
of the project standards or methodology are outdated or need
improvement.

Project auditing is a stand-alone service that can also be out-
sourced to external consultants. In some cases, having an outside
party perform the audits gives the process an added air of legitimacy
that will prompt senior management to pay extra attention. However,
a well-equipped PMO is more than capable to handle the task. As a
kind of third party, the PMO is the most suitable entity within the or-
ganization to conduct the audit because it doesn’t have overarching
interest over either the project’s client or the project’s managers. In
this chapter we will discuss what is involved in the PMO’s role in au-
diting the projects and the methodology itself.

The PMQO'’s Role in Project Audit

The auditing process can be carried out in the middle of a project,
particularly when the monitoring process (discussed in Chapter 13)
picks up strong alerts that the project is about to fail. However, the
audit is more commonly carried out at the end of the project. Either
way, the process needs the complete support of both project man-
agers (who might have to disclose sensitive information) and senior
management (who will actually implement the necessary changes
upon receiving the audit results). As a part of its auditing role, the
PMO is responsible for the following:

® Ensuring that the projects comply with the organization’s proj-
ect management standards and other organizational policies
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® Keeping all project-related guidelines and policies valid and
up-to-date according to the industry’s standard

® Ensuring that lessons learned are properly recorded as part of
knowledge management so that past mistakes will not be
repeated in future projects

® Ensuring that the audit process is unbiased, without any undue

influence from other parties

It is very important that the end result presented by a project au-
dit is a detailed, factual, and impartial analysis of how the project
was managed. For derailed projects, the result can be a useful indi-
cator to assist decision makers on whether to continue or stop the
project. For failed projects, the audit results give directions on how
to avoid similar mistakes in the future. For successful projects, the
results highlight all the right things to do that should be adopted by
future projects.

Project Audit Methodology

Bearing in mind that the project audit is a means to examine indi-
vidual performance and the overall project performance, the PMO
has to demonstrate a high degree of professionalism. This can be
achieved by ensuring proper processes and procedures in con-
ducting the audits. The audit process should include the following
elements:

® Audit preparation

® Conducting the project audit
® Reporting the project audit
® Reviewing the audit result

® Follow-up actions
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Audit Preparation

© Identify the audit team. The formation of an audit team should
include consideration of such matters as the required skills,
where the team will be sourced from (whether the organization
has sufficient skills or external experts are required), and how
long the audit engagement will be.

®  Determine the audit timing. The timing of a project audit
depends on the organization’s need for oversight and assurance
of the projects’ progression. Such an audit may be conducted
in the interim, with the frequency (monthly, bimonthly, and so
on) to be determined based on various factors such as project
scale, complexity, and priority. Interim audits are useful to spot
project irregularities and perform corrections early on. Project
audits can also be performed at the end of the project, at which
time the emphasis is on the overall project performance and
lessons learned.

®  Determine audit tools. Various wide-ranging audit tools can be
used to achieve a comprehensive result, such as:

* Documents review (meeting minutes, risk and issue logs,
progress reports, and so on)

* Interviews with project participants
* A checklist noting compulsory items to be accomplished

e Customer feedback and evaluation form

Conduct Project Audit

Prior to conducting a project audit, the PMO has to have a firm grip
on how extensive the review needs to be and, based on that assess-
ment, develop success criteria (e.g., the targeted performance level),
like those shown in Figure 14.1, for every project. These criteria



Project Name: Project Sample

resources used than planned) results in higher rating.

0%-30%

Project Success Criteria Project Variation Rate
Budget: Variation Rate
Compare actual budget versus planned budget. Higher >50% 3 40% 2
negative variation (when actual > planned) results in higher
. 30%-50% 2
rating.
0%-30% 1
Schedule: Variation Rate
Compare actual schedule versus planned schedule. Longer >50% 3 70% 3
duration than planned results in higher rating. 30%-50% 2
0%-30% 1
Resource: Variation Rate
Compare actual number of resources versus planned ~50% 3 20% 1
resources. Negative variation (when there are more
30%-50% 2

Note: Rating level indicates project performance, with highest rating indicating significant diversion from plan.

Figure 14.1 A sample project audit summary.
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Making a Case for the
PMO: The PMO and
Project Audit

Two years ago, the PMO was a new business unit. It was still try-
ing to figure things out, forging new relationships with clients,
and shaping its own project standards. Back then, Paul Witten,
the PMO manager, was in a meeting with his two senior project
managers, Kerry Murphy and Bill Clements. The meeting topic
was “How to determine a fair project metric for auditing pur-
poses?” Paul had been mulling over the same question for over
an hour now and asked, “Since each project has different char-
acteristics, how do we know what would be the fair value to set
a standard on?” Bill replied, “That’s a good question. A ten per-
cent budget deficit could be bad for one project but means noth-
ing for another.” After spending another two hours trying to
determine one set of standardized values that can be applied in
auditing all of the projects in the organization, they all finally
agreed that such numbers that deem a project a success or a fail-
ure would be different for each project and that they should be
set at the beginning of every project audit. “If we want to be fair,
we need to look at this on a case-by-case basis. We should de-
termine the failure or success criteria for every project separately
after a discussion with the project manager and other parties in
the project to fully understand what the project is about,” said
Paul, whose statement ended the meeting.

should reflect the ideal situation or benchmark for that particular
project. They act as a reference point that the auditors can use to
evaluate the actual project situation.

The following are some aspects of the project that must be con-
sidered in an audit:
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Business case

Project plan

Communications management
Vendor and contractor management
Project resource management
Project cost management

Project schedule management
Customer satisfaction

Risk management

A checklist that represents an overview of items for the PMO to

consider during its audit exercise, like the one presented in Figure

14.2, is a useful audit tool.

Report Project Audit

Upon completion of a project audit, the findings from the process are

compiled in a report. Information contained in the audit report

should be tailored according to what is required by the project deci-

sion makers. However, the following fundamental aspects should al-

ways be included:

L]

Comparison between actual project performance and success
criteria
Identification of issues in the project execution

Capturing lessons learned from both the successful and unsuc-
cessful elements of the project

Review Audit Result

Upon receiving the audit report, the project committee should assess

any issues or failures in more depth to get at the root of the cause.

The project committee is also responsible for making decisions on

future actions aimed at rectifying the project impacts, bringing the

(text continues on page 168)
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Business Case

Business case has been approved by all relevant authorities prior to progression to the

next stage.

Business case is aligned with the organization'’s strategy.

Cost-Benefit Analysis was completed according to PMO's standard.

Project Plan and Approach

Risk response strategy has been developed in the planning stage.

Project contingency plan has been developed in the planning stage.

Project plan considers the appropriate industry standards and regulations.

Project plan outlines the change management procedure.

Project approach has been compared with industry benchmark.

Oo|o|o|jo|o

Risk Management

Types of risks encountered in the project have been documented.

Risks are reviewed at specified infervals.

Risks’ level of impacts and probability of occurring are documented.

Mitigation actions and other details (person responsible for action, impacts of action on the

project, etc.) have been documented.

Oo|o|o|o

Project Cost Management

Cost performance (actual versus planned) has been reviewed.

Cost variance and its reason have been identified, recorded, and reviewed regularly.

Expenditure is recorded and reported accurately according to PMO standard.

Revenue is recorded and reported accurately according to PMO standard.

o|o|glo

Figure 14.2 A sample project audit checklist.
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Project Schedule Management

Schedule performance (actual versus planned) has been reviewed.

Schedule variance and its reason has been identified, recorded, and reviewed regularly.

Project progress is tracked accurately according to PMO standard.

Project Resource Management

Individual team member’s performance review is conducted regularly in collaboration with

the HR department.

Resource level usage (actual versus planned) has been reviewed.

Resource variance and its reason has been identified, recorded, and reviewed regularly.

Resource selection process adheres to the PMO and HR guideline.

Resource engagement and dispersion process is according to the PMO and HR guideline.

Technology resources performance is documented and reviewed regularly.

oo o oo

Customer Satisfaction

Customers’ feedback is sought and documented regularly.

Contracts with customers specify deliverables, schedule, and resources required according
to the PMO’s guideline.

Project deliverables have been signed off by the customers.

Customer issues and responses (action taken, person responsible for action, and time taken

to respond) are documented.

Vendor and Contractor Management

Contract administration activities adheres to the PMO's standard.

Vendors' performance is recorded and reviewed regularly.

Vendors’ selection process adheres to the PMO’s guideline.

Vendors’ deliverables are signed off by the relevant project authorities.

o opga|o

Communications Management

Progress report is regu|ar|y communicated fo project stakeholders.

Content of report adheres to the PMO guideline.
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project back on track, and improving the organization’s project man-
agement capability. Any decisions made based on the audit result

should be communicated to all relevant parties.

Follow-Up Actions

The last stage in the audit process involves the PMO’s implementing
the decisions made in collaboration with the project manager, proj-
ect sponsor, and other project participants. For projects that are still
running, the impacts of those actions will still be monitored by the
PMO after a certain period of time. This postaudit stage may become
an iterative process between senior management and project man-
agers. For projects that have been terminated or closed, the outcome
of such audits (e.g., a change in project management standard) could

be referred to when completing future projects.

Conclusion

In this chapter, we have seen how a project audit is a vital piece in
perfecting an organization’s project management capability. The
auditing process will not be an easy task for anyone to carry out. The
full cooperation from project managers and senior managers is nec-
essary. However, the task has to be done. By incorporating auditing
process into its role, the PMO continuously pushes for improvement.

5 Things You Need to Remember from This Chapter

1. The purpose of conducting project audit

2. Why the PMO is the best party within the organization to
conduct the process

3. The stages involved in a project audit
4. The use of audit tools such as a checklist and a project rating

5. The importance of cooperation from both project managers
and senior management to conduct a successful audit
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The success of the PMO is very much dependent on its ability to
receive, process, and deliver information as simply as possible. Ac-
cordingly, the PMO needs an automated system that facilitates the
mechanisms of communication, decision making, and control between
the PMO and the project teams. With this in mind, we made the goal
of this chapter to examine the characteristics of a suitable informa-
tion system (i.e., software and its supporting systems) for the PMO
and to describe the best way to obtain it. We will review the dif-
ferent areas that should be integrated into the same system, how
the existing process may need to change to accommodate the new
system, and how to determine whether the software and systems

required should be purchased or developed in-house.

Introducing the New System

Current industry trends are moving toward oft-the-shelf software pack-
ages that enable organizations to combine various project manage-
ment functions (such as time entry, resource planning, cost estimates,

and so on) with a view to determining project priority and ultimately

169
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whether the project has value. Although these packages offer many
options and can deliver much of what is promised, the software often
goes unused by those at whom it is aimed. The implementation of a
new system often requires a seismic change in organizational culture
(especially if it is being introduced for the first time) before it is ac-
cepted. If the processes surrounding the new system are not updated
to be receptive of it, then you will be left with underutilized software
and many disgruntled users (e.g., if users have to report time spent on
projects in two different systems, one for payroll and one for the PMO,
chances are they will end up out of sync). Bottom line: The PMO’s au-
tomation will not deliver a return on investment!

To introduce a new system, the existing program management
processes and practices should be redeveloped to incorporate and
integrate all facets of the PMO’s responsibility. The choice of system
and software for the PMO must take the following aspects into con-

sideration:

® Because the PMO must assist the senior management team in
making decisions while providing supports to the project
teams, the software must allow for a bottom-up flow of infor-
mation (e.g., the system will capture information at project
level and aggregate it at program level to be reviewed by
management), as well as a top-down flow of decision making
(e.g., the system will apply any changes to the program—bud-
getwise, schedulewise, personnelwise, and so on—at the pro-

gram level first before dispersing them to individual projects).

® The same system, while supporting the project management
process (e.g., project planning, time entry, cost distribution,
and so on) must also provide executive information that
reports on project health, portfolio health, and ultimately pro-
gram health. The PMO will generally use the same toolsets
used at project level and adapt them to capture and disperse
information at program level, showing the required information
for all projects and processes underway in the program that
the PMO is monitoring. Figure 15.1 shows an example of a

budgeting toolset and how the information moves up from its
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Master Program

Budget Metri PRI PR2 Overall .

Nokbiood N Budget Metrics Tool Topology
Monthly A 5 30 20 60 -

Mo:.hlz ol 00 2.0) 2.0) Rolling up from granular to PMO level.
Year to Date Spend 6.0 6.0 12.0

Year to Date Approved Spend 6.0 4.0 10.0

Year to Date Variance 0.0 (2.0) (2.0)

y

, Program PR2

Prog ram PR1 i {underlying mefrics not shown)
Budget Metrics PT1 P3 Overall

Monthly Spend 20 10 30

Monthly Approved Spend 2.0 1.0 3.0

Monthly Variance 0.0 0.0 0.0

Year fo Date Spend 4.0 2.0 6.0

Year to Date Approved Spend 4.0 2.0 6.0

Year to Date Variance 0.0 0.0 0.0

\J \/

Portfolio PT1 Project P3

Budget Metrics P1 P2 Overall Budget Metrics

Monthly Spend 1.0 1.0 2.0 Monthly Spend 1.0
Monthly Approved Spend 1.0 1.0 2.0 Monthly Approved Spend 1.0
Monthly Variance 0.0 0.0 20 Monthly Variance 1.0
Year to Date Spend 2.0 2.0 4.0 Year to Date Spend 2.0
Year to Date Approved Spend 2.0 2.0 40 Year to Date Approved Spend 2.0
Year fo Date Variance 2.0 20 4.0 Year to Date Variance 0.0

\J \/

Project P1 Project P2

Budget Metrics Budget Metrics

Monthly Spend 1.0 Monthly Spend 1.0
Monthly Approved Spend 1.0 Monthly Approved Spend 1.0
Monthly Variance 1.0 Monthly Variance 1.0
Year to Date Spend 2.0 Year to Date Spend 2.0

Year to Date Approved Spend 2.0 Year to Date Approved Spend 2.0

Year to Date Variance 0.0 Year to Date Variance 0.0

Figure 15.1 Topology for budget metrics: Rolling up from project to PMO.
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most granular representation at project level all the way to the
PMO. The same tool can also be used by the PMO to enforce
best practices, review status, and determine program health

budgetwise.

Integrating the Disparate Systems

In his book, The Rise of the Project Workforce: Managing People and
Projects in a Flat World (2007), Rudolf Melik determines six key proj-
ect practices that should be integrated to facilitate project workforce
management: time and expense tracking, cost and revenue tracking,
workforce planning, project planning, project process planning, and
project analytics. What he describes are also the key areas of infor-
mation to be managed by a PMO’s system. Each item is applicable at
both project and program levels.

The example shown in Figure 15.2, although simple, provides
some context when considering which areas should be integrated for
program management purposes. Each of the processes noted is a
discipline in its own right, and in practice this translates to the dif-
ferent methods in capturing the data (i.e., various software, such as
e-mail, word processing software, spreadsheets, enterprise resource
planning [ERP] software, customer relationship management [CRM]
software, time management software, project management software,
cost management software, human resource management software,
and so on, will be used). Thus, it is obvious that integrating data de-
rived at project level is difficult. All of the systems have separate in-
put requirements, run on different platforms, generate multiple result
sets in different formats, and have separate security or access re-
quirements that are difficult to centralize. Many of the systems are
heavily customized, rendering them unsuitable for enterprisewide
deployment.

Therefore, it is important to highlight that when introducing a
centralized PMO system, the PMO’s goal should be to combine the

features of the systems that are used across the different areas into
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| Master Program Status Report

Process Relationships — How Centralized PPM Tool
Brings Together Disparate Processes

| Name Project Sponsor  Manager Stage Spend(000) Variance Status Comments
i MTD YTD YTD V Total
5 App Act Var (%) App Act Var(3s) Act Tot %
| Program PR1 Law Bitford A 3.0 3.0 000 & 6.0 000 6.0 10.0 060 NA
i Project P3 Jefis UAT 1.0 1.0 000 0 2.0 000 20 4.0 050 GREEN
E Partfolio PT1 Muswell  N/A 2.0 2.0 000 0 4.0 000 4.0 60 067 NA
g Project P1 Stretford  Design 1.0 1.0 000 20 2.0 000 20 30 067
% Project P2 Trafford  UAT 1.0 1.0 000 2.0 2.0 000 20 3.0 067 GREEN
| Program PR2 Best Robson N/A 2.0 4.0 100 6.0 8.0 025 8.0 11.0 050 N/A
: Project P4 Robson Deploy 1.0 1.0 000 2.0 2.0 000 20 30 067 GREEN
! Portfolio PT2 2.0 4.0 100 4.0 6.0 033 60 B0 075 NA
Project P5 Muswell  Deploy 2.0 4.0 100 2.0 2.0 000 20 4.0 050 GREEN
§ Project P6 Jeffs Design 2.0 4.0 100 2.0 4.0 100 40 4.0 100 RED Resubmit Budget
; p I ]
i BUdge“ng ‘ Business Planning
| Budget Metrics H Budget Approved
E Monthly Spend Time Entered by Project Teams ;
i Time * Bill Rate '
| Monthly Approved Spend Determined by Finance s d P_@EE[?_'?[‘_"_‘DQ_ __________
: | Monthly Variance Monthly Spend / MTD Approved Spend *100 ,’ Milestone Planning
: i Resource Allocation
! Year to Date Spend Gumulaﬂve Monthly for Financial Year [
: Year to Date Approved Spend d by Finance i
i Year to Date Variance YTDSparﬁ-‘Y‘I’DAppmd Spend *100 ]
R _— L Time Entry
? Project Teams Enter Time
i Project Status
i Health Indicators - i Business Planning
: @ Biidget Approved
| Status Based on a combination of Stage, Budget, and '
i Milestone completion — a projact may be on budget, '
H t its Stage and N letion status "
; may signal that it is running far behlnd é Time Entry
Commenis Entered into PPM Tool based on project status ] Project Teams Enter Time
i . 6 Project Planning
i
H

Wilestone Review
Resource Allocation Review
Cost Management Review

Figure 15.2 How the program tool can combine project processes.

a single package that will satisfy (as far as possible) all users. You

need to consider several factors in the drive to create a solution that

will fit your organization. Let us assume at this point that there is a

reasonable budget in place and that we have resources available to

do the work. (We will discuss how to get to that point later in the

chapter.)
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Getting the Desired System

Review the Systems in Use

First things first. Your project teams already use something to deter-
mine the health of their projects. Find out what it is and how they do
it! If no standard is mandated, there will be major differences across
your project management teams. You will see spreadsheets, project
management software, paper (and a pen), or a combination of all
three. For each area you would like to integrate (and automate, if

necessary), determine the current process.

® Find out how stakeholders get their information and what they

use it for.

® From the executive team, determine which reports they find the

most useful and on what basis they use them to make decisions.

® Question the project management teams to understand how
data is entered and what methods and reports they use to

ascertain project health.

® Determine from all stakeholders what they see as their priority

items, the must-haves if everything is integrated.

® Note the data storage methods for each of the systems, and de-
cide how data extraction will be facilitated. This is a key factor
of integration and should be reviewed for each channel.

Once a study of those systems in place has been executed, re-
view the packages available to determine whether one of them will

support your objectives. Here are some factors to consider:

® Budget. This is the primary decision factor, and it narrows your

range of choices considerably.
® Timing. When do you need the processes to be up and running?

®  Software. Look at the service offering for each channel you
have chosen to automate. Maybe a package is very strong in
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one area but weak in another (e.g., strong budget and fore-

casting but weak resource management or project reporting).

® Organization. How mature is the vendor company? Can you
depend on them to be around next year? Because you are
choosing software that will support your decision-making
process for a lengthy period of time, your vendor should be

able to do the same.

® Data Storage, Extraction, and Manipulation. Can you import

data easily from the existing systems?

®  Reporting. Most project management processes live and die by
the reports they produce. Will the packages under
investigation be able to generate suitable reports?

® Horsepower. Do you have the equipment to run the software,

and, if not, does your budget cover the upgrade?

Build Versus Buy

The next thing to consider is how to get the system. Should we buy
it or build it?

First, let us define “build” and “buy.” Build means that your or-
ganization will create the software to support the PMO and that you
will get what you want (in theory). Buy, on the other hand, will see
you either purchase or license existing software from an application
service provider (ASP) that may be close to your needs but does not
fit exactly and outsource the integration of that software into your
existing systems.

Many oft-the-shelf applications can assist the PMO in the quest
for system integration into a single workflow. They vary in price from
hundreds to millions of dollars, depending on the need. Much
progress has been made in the development of program management
software because the processes themselves have become better de-
fined (thanks to standards introduced by organizations such as PMD.
Many vendors have vanilla offerings that are easily customizable to fit
the needs of the PMO. At the time of writing, companies such as Pri-
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mavera, Microsoft, Compuware, IBM, HP PPM, SAP, Borland, Oracle,
and Planview all deliver fully integrated product suites that enable pro-
gram management. The key driver behind the growth of this industry
is the need for companies of all sizes to gain a better understanding of
how their product investment contributes to the bottom line.

Vendor software may suit some installations, but for others there
may be good reasons to buy. Some companies may want to integrate
their existing proprietary applications into a PMO program system.
Complexities and nuances of these systems may render customization
out of the question. Involvement of a third party may also result in
the exposure of sensitive information. Indeed, the organization’s cul-
ture may drive the choice of buy versus build (generally, pioneering
organizations choose to build, and more conservative companies opt
to learn from the mistakes of others”). So how can the PMO determine
which approach is better suited to achieve its aims?

There are many considerations to examine when deciding
whether to build or buy: time to market, whether the introduction of
the software is to gain competitive advantage, cost, existing infra-
structure, corporate culture, expertise availability, and so on.

Here is a list of reasons for choosing to build software instead of

buying it:

The Build Advantage
® Protection of proprietary systems and information against

outsiders
® Only internal stakeholders involved
® Outside vendors not required
® Ability to address system requirements accurately
® No need to customize the platform to meet requirements

®  Usually lower operation cost, with a greater percentage of the
cost absorbed during the development of the product, requir-

ing a higher investment at start of project

*Neil Chandler, “Analytic Applications: Buy vs. Build vs. Customize,” Gartner
Research, November 2, 2007.
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Lower licensing and maintenance costs than for purchased
software

Easier change control because it is not governed by outside

requirements.

Easier integration into existing corporate systems.

Here is a list of reasons for choosing to buy software instead of

building it:

The Buy Advantage

L]

L]

Reduced risk of not delivering the product on time

Freed-up resources, enabling the technical teams to work on
other projects (i.e., less opportunity cost)

Usually a favorable lead time, getting the process up and run-
ning quicker than a build endeavor

Sometimes cheaper than building

The opportunities afforded by each approach are accompanied

by some kind of risk.

Build and Buy Disadvantages

L]

The build option is constrained by time, budget, and
resources. If the introduction of the system is to help the or-
ganization gain competitive advantage, the time to market the
build option may be a hindrance. Deciding to build exposes

the enterprise to the risk of delay or failure.

Alternatively, purchasing may result in changes to existing pro-
cedures not related to the integration effort (e.g., a change to
payroll systems initiated by changes in time reporting). The on-
going costs associated with a buy may be higher than the build
option depending on how much customization is required.

Table 15.1 summarizes the different areas to consider in deciding

whether to buy or build the system.
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Table 15.1 Build Versus Buy: What to Consider

Areas of Consideration

Build

Buy

Team skill sets

Build if requirements are
determined to be within the skill set
of the existing development teams.

Products may be available to exe-
cute the process, though none is an
exact fit.

Proprietary
systems

Linkage to proprietary company
systems outside the PMO realm
may be more straightforward
because project teams will have
knowledge of them.

Implementation may be cost-
effective, but customization might
be expensive. The vendor will gen-
erally not be familiar with the sys-
tems that are to be integrated.

Data Integration

If data integration is required from
internal systems under development,
the data may change.

Expenses include ongoing mainte-
nance and licensing.

Resource
availability

The company has the sources
available to develop application.

Time to market is generally quicker
when customization is minimal.

Opportunity
cost

Opportunities may be lost due to
the time required by project teams
to build software that could be
spent working on other endeavors.

Opportunities may be explored
because development time is
minimized.

Development
cost

Initial development cost is generally
higher, but ongoing maintenance
should be lower.

The purchase cost will be lower, but
ongoing maintenance and licensing
charges will be more expensive.

Time to market

Systems developed in-house are
generally slower due to resource
availability, project management
processes, etc.

Most vendors will have a preliminary
package that can be in place fairly
quickly. However, customization may
slow the process down somewhat.

Risk

Risk is taken on by organization.

Bulk of risk taken on by a third
party.

Customization

At the outset, an existing vanilla
package poses no constraints;
however, as other organization
systems mature or change, major
changes may be required.

Software is expensive to
customize. Vendors realize much
income from system customization.

Privacy

Company processes and
procedures are kept in-house.

Sensitive information may be
exposed to outside persons.
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The Case for the
PMO: Software
Build Versus Buy

Now that FAS Inc.’s PMO had started to change the processes by
which projects were managed, they were charged by the man-
agement team with introducing a new system that could inte-
grate their timekeeping, resource allocation, budgeting, and
project planning tools. Up to this point, each project manager
had executed his or her own set of spreadsheet formulas, which
seemed to give different results depending on who was manag-
ing the project.

The PMO decided to evaluate the company’s ability to build the
software. The systems team were extremely flexible and deliver
very high-quality work, but challenges arising from other projects
would require reprioritization if they were to develop the new
software. The team decided to complete a build versus buy exer-
cise to determine the viability of building the application them-
selves. Their primary objective was to determine the opportunity
cost versus the development cost. Time saved not developing the
software could be put to good use with resulting products, gen-
erating revenues that would offset the difference in purchase cost
in the long run. The build-versus-buy matrix that follows shows
how they arrived at the decision to purchase the software.

Build-Versus-Buy Matrix, FAS Inc. Service Center Software
Recommendation: Purchase—Although we have the in-house ex-
pertise to create the software, expert packages are available that
we believe could be introduced in a relatively short time. The
major risk that we see for building is the ensuing delay to the
new FAS Prime software release, which will lead to an opportu-
nity cost of over $75,000. Although there is a difference in price
of some 16 percent for purchasing the software, we believe that
the extra cost will be recouped over the life of the application.
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Areas of Consideration

Build

Buy

Team skill
sets

The team is not really familiar with the
engine that would drive such a process,
but they do have the skills that could be
used to develop once training is under-
taken.

HP and IBM product suites both fit the
needs of FAS Inc., although both would
require consulting effort to install.
Neither is quite an exact fit.

Proprietary

We can link into our current timekeeping

Vendors assure us that they could inte-

systems and payroll systems, which would cut grate any standard feed into the system
down on development time. with limited changes. This would require

consulting and some work from our
teams.

Data New feeds under development may Changes to feed specifications will re-

Integration change; we can update our system. sult in further work.

Resource We have 5 resources that, with training, System is ready to go.

availability we would be able to get started within

the next 2 months. We anticipate that
they would be working on the project for
1 year.

Opportunity
cost

It is estimated that the proprietary
system will take 1 year to complete.
We have 3 projects that would have to
be postponed to accommodate that
delivery schedule.

* Revenue from proposed products
over 2 years: $250,000 ($75,000 year 1;
$175,000 year 2)

» Costto develop and deploy software:
$100,500

» Delivery time: 1 year

» Opportunity cost to develop in-house
assuming no delays: $75,000

The opportunities cost decreases; in-
house development time is minimized,
although the actual cost is increased due
to purchasing and customization costs.

* Revenue from proposed products over
2 years: $250,000 ($75,000 year 1;
$175,000 year 2)

+ Cost of software, including licensing:
$120,500 ($12,000 in-house spending
on development to support implemen-
tation)

* Delivery time: 4 months.

* Opportunity cost: $0 because there
are no delays to development.

Development
cost

Cost at $180,000 is lower; opportunity
cost should be considered.

» Development: $100,500

* Maintenance: $ 20,000

* Year 1: $100,500

* Subsequent: $20,000

» 5-year cost: $180,500

Overall, this looks more attractive when
taking into account opportunity cost:

* Purchase: $75,000

 License and support: $23,500

e One-off in-house: $12,000

* One-off customization: $10,000

* Year 1: $120,500

* Subsequent: $22,500

» 5-year cost: $210,500

Time to We expect delivery in roughly 1 year, but  Ready to go in 4 months; however, we
market we could reduce this by using agile devel- may need more customization. Would a
opment to move the project forward. Best fixed price solution be available?
case is probably 8 months.
Risk Opportunity missed: The costs reviewed Unchecked customization costs eat into

are only for year 1. Continual upgrades
by our teams will result in unanticipated
opportunity costs during the life of the
application. Cost overruns are our
responsibility

opportunity advantages.
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Selecting the engine to drive the PMO is a major undertaking—
indeed a project in its own right. Stakeholder and sponsor support is
a key factor in the success of the delivery. The system should be flex-
ible enough to encompass change when required but stable enough
to be adopted and accepted as the PMO system for the organization.
In other words, the system should be the solution that drives the or-
ganization by providing an invaluable insight into the value of each

project.

Conclusion

In Part III of this book, we have discussed the various roles of the
PMO. Each chapter outlines the tasks to be carried out by the PMO,
as well as how those important responsibilities can positively affect an
organization. Now that we have a firm understanding of what exactly
a PMO does, in the next section we will discuss the steps taken to es-
tablish a PMO.

5 Things You Need to Remember from This Chapter

1. The main aim of having an automated system to support
the PMO

2. The different areas in the organization from which data will
be derived

3. Thechallenges in integrating project-level data into
program data

4. The need to review the existing systems before introducing
the new system that goes with the PMO

5. The different advantages and disadvantages of building or
buying the system
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Establishing a PMO

The greater challenge for any organization contemplating a PMO is
ensuring that true value can be delivered to the organization. Such
value can come in the form of greater efficiency and operation ef-
fectiveness, which translate to improved bottom line. Throughout the
book, we have been highlighting the purpose of a PMO, which, in
essence, is to help a company develop and sustain a competitive ad-
vantage by providing the right decision-making mechanisms, struc-
ture, processes, and control. All of these add value. At the beginning
of the book, we emphasized the importance of justifying having a
PMO in the organization as a wise business decision. We then looked
at the multiple roles that the PMO plays, pointing out how it adds
value to the organization along the way.

At this point, we hopefully have convinced you that adding a
PMO can improve your organization’s competitive advantage. You
have created a business plan for the PMO, and the decision to es-
tablish a PMO has been justified (see Chapters 2 and 3) by senior
management. If that's the case, we will now go one step further and
look at the various ingredients needed to establish the PMO.
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The PMQO’s Key Governing Entities

The first element to consider in establishing a PMO is the key gov-
erning entities (discussed later in the chapter). For the PMO to have
sufficient authority to influence project management practice in the
organization, an executive project committee must be established to
facilitate its introduction and implementation (i.e., senior executives
can sit on this board to oversee the establishment and the operation
of the PMO). However, the support from nonexecutive participants
(e.g., project managers, the end users, and others) is not any less im-
portant because they will be involved with the PMO’s daily operation.
The following is a list of key governing entities with an explanation
of who they are and their importance to the success of the PMO. See
Figure 16.1.

®  Executive Project Committee. The project committee consists of
executives who have vested interests in the PMO and who will
act as the sponsors. The committee is responsible for all the ul-
timate decisions made on the project environment. The
decisions it makes are wide-ranging, from approving project

changes to arbitrating project disputes.

Executive Project Committee

PMO

PM PM PM

End Users

Figure 16.1 PMO governance entities.
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®  Project Manager (PM). Project managers act as the conduits for
the PMO to improve the organization’s project management
capabilities. They implement project policies and guidelines
under the PMO’s instruction, and they deal directly with the
end users of the PMO’s project management services.

®  End Users. The PMO must have a good rapport with the
clients. To achieve that rapport, they first need to determine
who specifically will be the potential clients, what their
requirements will be, and how to best liaise with them. End
users can be the various departments within the organization,

vendors, and the organization’s external customers.

The PMQO Charter

The second element to consider is the PMO Charter. The purpose of
the charter is to define the operational parameters of the PMO: its
purpose, the services it offers, its sponsors, its customers, and so on.
There are three fundamental keys to address in the PMO Charter:

1. The activities that will be undertaken in establishing the PMO
2. The activities that will be undertaken in implementing the PMO

3. The ongoing operational role of the PMO

First and foremost, the charter should capture the purpose of the
PMO: the PMO is created to monitor, control, support, and continu-
ously improve the organization’s project management capability. The
charter will be a living document that will be continuously adapted
to the organization’s strategic changes. Approved by the relevant au-
thority, the PMO charter will serve the following mission:

® Define the PMO’s purpose and alignment with the organization’s
business objectives (e.g., increase revenue, improve customer

satisfaction, and so on)
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® Detail the PMO’s authority to accomplish its mission (the
authority will mainly be on the development, implementation,
and management of project management practices within the
company). Such authority also includes examining how every
project is carried out and taking corrective actions when pro-
ject management practice diverges from the standards.

Note that, although official authority is sought for the PMO, there
may be some reservations about how much direct control the PMO
should have on each independent project, since other departmental
heads could get defensive “protecting” their projects if they see the
PMO as a threat. This potential conflict can be eliminated by having
a clearly defined PMO charter. The following lists a number of items
that must be included in a PMO charter:

e Identify the PMO’s source of funding to acknowledge that
the PMO is a valid operating unit, with business cost and

revenue.
e Outline the PMO’s main responsibilities, services, and functions.

® Define the PMO’s structure and the responsibilities of key

personnel.

® Determine where the PMO will fit into the organization’s
structure—a critical issue for the organization as a whole
(what kind of structure it will have and who it will report to

must clearly be addressed in the charter).

® Define the PMO’s key performance indicators (KPIs), targets,
milestones, and so on to measure its success (both internal
and external benchmarks can be applied to measure PMO’s

performance over time).

® List the key governing entities within the organization.

A sample of a PMO Charter is in Appendix C.
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Making a Case for
PMO: Creating the
PMO Charter

After all of the planning, Paul Witten was now ready to get his
hands dirty and build a PMO from scratch. He knew that the
charter would be the foundation the PMO needs, and it proba-
bly is the most important thing he needed to set up his PMO. He
knew what to do.

The first thing he did was to set up meetings with the PMO’s
potential key governing entities: the executive committee (the
CEOQ, the CFO, and the COO), senior project managers, and the
end users (i.e., general managers) from the various depart-
ments. These meetings were more like brainstorming sessions.
He really would like to know what everyone thinks the role of
the PMO should be and how much they would support it. At
every meeting, he kept a record of people’s inputs. He then
went back to them afterward to clarify any issues he felt was
not adequately covered during the session. He also noticed that
there were plenty of disagreements throughout the meetings on
what people think the PMO’s role should be. To solve this is-
sue, he went to the executive committee to gain direction on
what to do (he knew that he won’t be able to make everyone
happy anyway). Once he was sure that he fully understood
what the whole organization (not the individual or the de-
partment) needs, he drafted the PMO charter and obtained
the executive committee’s approval. Once their approval was
announced, it was so much easier for the PMO charter to gain
acceptance.
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Determining PMO Staffing

The PMO manager, in consultation with project managers and the
PMO sponsors, decide on all the necessary staff and equipment to
ensure that the PMO is able to do all the work defined in the char-
ter. The PMO manager also needs to collaborate with the human re-
sources department to recruit the right personnel. (Staffing the PMO

is discussed in more detail in Chapter 19.)

Gathering the Required Facilities and Equipment

The availability of facilities and equipment is another prerequisite for
successfully running the PMO. Their acquisition can be done in the

following simple steps:

®  Step 1: Identify the facilities and equipment required. An exten-
sive exercise is needed to produce a comprehensive list of the
facilities and equipment. The following items must definitely
be on the list:

*  Work space that is large enough to accommodate all PMO
personnel and that fulfills the Occupational Health and
Safety (OSHA) standard

* Office equipment such as telephone, computer, software,
work desk, and the like

®  Step 2: Acquire the equipment and facilities. The PMO should
liaise with the appropriate department and personnel responsi-
ble for the company’s asset management (usually the organiza-
tion’s administrative or facilities manager) to arrange assets

acquisition within a specific time frame and budget.

®  Step 3: Manage assets. The PMO is responsible for maintaining
the company assets it’s using. A record of all of the items
acquired, upgraded, and disposed of is required, and it should
contain information on the items’ values, acquisition and

disposal cost, and so on. The information will be required by
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the administrative department responsible for the overall assets
management.

The checklist in Figure 16.2 represents a set of activities that
must be carried out and items that must be acquired or developed
for establishing the PMO.

Conclusion

The process of establishing a PMO can be a long and arduous one.
In this chapter, we tried to cover all the aspects the PMO needs to
consider, from gaining stakeholders’ support to gathering the office
equipment. Now that we have everything we need in place, in the
next chapter we will discuss how to start integrating the PMO into
the organization.

5 Things You Need to Remember from This Chapter
1. The key governance entities and the importance of gaining
support from them

2. The purpose of a PMO charter (i.e., to define the parameter
of the PMOQ'’s service)

3. The content of the PMO charter (e.g., PMQO'’s objective,
funding source, roles and authority, and so on)

4. The type of equipment needed to run the PMO and how to
obtain it

5. The need for proper staffing has to be realized early on
before implementing the PMO



192 A Business Division

PMO strategic plan

PMO operational plan

Outline of the PMO scope of responsibilities and authorities

PMO budget (amount and source)

PMO human resource management (ski”s, orgonizoﬁon0| structure, roles and

responsibilities, training, salaries, and so on)

Outline of the PMO processes (standardization through consultation, process

improvements, creating templates, and so on)

Program repository

PMO charter

PMO facilities (fax machine, telephone, and so on)

PMO risks management plan (e.g., risk logs)

PMO issues management plan (escalation procedure, and so on)

PMO change management plan

PMO communications management plan

PMO knowledge management plan (knowledge repository, and so on)

PMO reporting mechanisms

PMO audit mechanisms

PMO implementation plan (culture development, integration strategy, and so on)

PMO organizationwide training programs

PMO business liaison plan

Figure 16.2 Checklist for establishing a PMO.



Implementing a PMO

The biggest challenge in implementing the PMO is dealing with or-
ganizational change. Just like any kind of change, the process will be
faced with resistance. We will start this chapter with a discussion of
change management, followed by a practical step-by-step method of
integrating the PMO into the organization. Finally, we will also de-
scribe ways to set up the process to monitor the PMO’s performance
once it’s established.

Implementing a Lasting Transformation

This discussion on change management is meant to provide guid-
ance; it is intended to lead to specific and practical steps in imple-
menting the PMO. Though throughout the chapter we will refer to a
well-known author, whose ideas in change management have been
widely adopted across various industries, we will not attempt to dis-
cuss change management in depth or to replicate the many texts al-
ready written on change management.

The general consensus is that change in an organization is a dif-

ficult process: It does not proceed in a linear fashion, it is influenced
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by many elements, it impacts many areas of the company, and it forces
new patterns of interaction within the organization. This creates a
high level of discomfort among employees. To handle this reaction,
active leadership is required: Change implementation cannot be
managed by only a few top managers. In fact, the whole process
should include inputs from staffs of all levels. The better the em-
ployees understand the change, the better the chances are to gain

their cooperation.

Dealing with Change in Integrating
the PMO

The introduction of a PMO may be accompanied by a multiyear im-
plementation plan that could disrupt “the way things are” and leave
people feeling insecure, undervalued, or, worse, unneeded. Naturally,
people’s reaction is to resist change. Because, by far, this reaction is
the biggest obstacle in implementing the PMO, we will first deal with
this issue (i.e., where the resistance comes from, the type of resistance
the PMO and its champion have to deal with, and how to handle
those obstacles) before discussing the steps in PMO implementation.

In his book, Project Management: A Systems Approach to Plan-
ning, Scheduling and Controlling (2003), Harold Kerzner narrows
down resistance to organizational change to two main areas: pro-
fessional and personal.

®© Professional resistance arises when the business units fear that
change will affect them adversely. For example, the PMO may
require the finance department to adopt new measures to
approve project financing, or the technology unit may be
required to use new time management software to manage
various projects’ resource allocation instead of using a spread-
sheet. In both cases, the implementation of the PMO may cre-
ate some resistance because it results in the adoption of new
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systems that will require a change in processes that people are
already used to, which may lead to the perception that
employees’ workload will increase as the result.

®  Personal resistance is generally caused by the fear that change
will have negative impacts on the individuals: “How will the
new structure change affect my career?” “Will I waste too much
time trying to learn new processes under the PMO?”

Faced with resistance from both the institutional and individual
level, what can the PMO leadership do to alleviate this? The follow-
ing section provides the answer to the question.

Addressing Resistance at the Professional Level

To address resistance at the professional level, the first thing to do is
to obtain the commitment of senior management. With them behind
you, much of the professional resistance from various departments
will dissipate. This commitment can be demonstrated in many ways:
PMO empowerment (i.e., assigning authority to the office), financial
support, visibility, and communication of the vision by the executive
team are key components for success.

Ensure that the mandate for change is linked to the company’s
goals and success. It is difficult to oppose something that will bene-
fit the organization. When met with resistance, address it and connect
the answer to corporate vision: “We understand your concern about
the increased workload, but the workload is temporary and, when
your team completes the training, the newly acquired expertise will
assist us in becoming a market leader in this field, which is one of the
company goals for next year.”

Look for opportunities to influence your audience. Whether on
the corporate website, in the company newsletter, via e-mail, or at
project meetings, always try to get your message out to those affected.
Different approaches should be used for different facets of your audi-
ence; communicate the executive’s commitment to the PMO to the rest
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of the organization, describe the expected benefits that will result from
a successful PMO introduction, and so on.

Addressing Resistance at the Personal Level

To address resistance at the individual level, let us look at Kerzner’s
theory that personal resistance to change comes from four primary
factors: change in work habits, change in social groups, embedded
fears, and change in remuneration. He also focuses on five strategies
to address these fears:

1. Explain the reasons for the change and get feedback.
2. Explain the desired outcomes and reasoning behind them.
Champion the change process.

Empower the change leaders.

RANEENS

Invest in training to support the changes once made.

Table 17.1 summarizes the types of resistance that may be ex-
perienced by the PMO and suggests some strategies to overcome
them.

Introducing a new approach to an organization requires buy-in
from all stakeholders to ensure a successful execution of the change
plan. The following example, which is based on a real-life situation
at FAS Inc., provides a snapshot of how the challenges may occur in
the process of integrating the PMO into the organization.

If this scenario has occurred in your organization, you will un-
derstand that Paul had his work cut out for him at the beginning.
However, he preempted those challenges by having a proper plan
and by gathering support from senior management. That made his
life much easier, and the PMO was successfully integrated into the
organization.

Now that we have discussed the big picture of change manage-
ment, we will conclude this chapter with concise step-by-step guid-
ance on how to implement the PMO.



Implementing a PMO 197

Table 17.1 Managing the Organization’s Resistance to Change

Fear

[ Manifestation

[ strategy to Overcome

Resistance: Social

New relationships

Unwillingness to .

Multiple bosses

join new project .
teams .
“Whomdolgoto |.
with a problem?” .

Multiple temporary

“I'm .

assignments overwhelmed.”

Severing of “I'don’t know

established ties anyone | work
with.”

Networking and team-building exercises
Acceptable pace of change

Properly empowered PMO and project managers
Laying out who is responsible for what
Maintaining functional management structure
Maintaining functional teams so participants have
ahome

Resistance: Work Habits

New process and Unwillingness .
guidelines to adopt .
Sharing of power Perceived loss of |«
information authority

Creation of “l don't know .
fragmented work anyone who |
environment work with.” .

Need to give up
established work
patterns and learn
new skills

“l used to be able
to do my job, but
now...."”

Mandating conformity

Identifying tangible and intangible benefits
Demonstrating executive management team
support

Maintaining functional teams so participants have
a home

Networking and team-building exercises with
functional team

Resistance: Embedded Fears

Failure

“What happens when
| fail?”

Educating workforce on benefits of
change

Termination

“Will | lose my job?”

Showing willingness to accept mistakes

Showing willingness to pitch in
Transforming unknowns into

.

opportunities
Sharing information

W orkload “My job is difficult enough
as itis.”

Unknown “We don't know if this is
going to help.”

Embarrassment “l don’t know how to use a
computer.”

Fragmented “How will my working

organization

relationship with staff from

another department
affected?”

Resistance: Remuneration

Shift of authority
and power

“The PMO will absorb
reduce my authority to
make decisions.”

or

Linking incentives to change
Creating career path based on PMO
processes

Lack of recognition

The PMO will get the kudos

for project success

.

Keeping functional management
structure in place

Unknown rewards
and punishment

“Now that | report to

multiple bosses, | don’t
know if | will be rewarded or

castigated.”

Improper
evaluation of
personal
performance

Multiple bosses

“Now that the organization
is more projectized, how is

my performance
evaluated?”

Source: Adapted from Kerzner (2003).
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A Case for PMO:

Challenges in
Implementing the PMO

Two years ago, when he started, Dave told Paul that his PMO
would have complete control over program management, in-
cluding authority over budget, staffing, and quality standards. He
would be able to adjust team structure to give his project man-
agers more authority.

Once handed his charter, Paul knew that he would have to get
buy-in from everyone in the organization to make the efforts to in-
troduce and maintain the PMO a success. To do this, he developed
a comprehensive communication strategy and a resistance mitiga-
tion plan. He met with various stakeholders and presented the
charter and his plan to implement it. He then solicited feedback to
get a feel for the attitude from the general population. Once he
knew the challenges he faced, he categorized them based on the
professional and personal resistance types. He reviewed the teams
and reached out to those who were recognized centers of influ-
ence and asked them to assist in getting acceptance from staff
members. Once he had his influencers on board, Paul addressed
the concerns individually, tying them to the company’s mission and
the mission of the PMO. He then presented these to his team and
sent them on their way to evangelize the new changes with the re-
sistance mitigation plan at hand to help. At the same time he had
the executive sponsor, Dave, call a company meeting to launch the
PMO, empower it, and lay out the upcoming changes and the time-
frames. Then Paul went to each department and reviewed the plan
again with the functional units that would be affected.
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Steps in Integrating the PMO into
the Organization

Integrating the PMO in a planned and sequential manner is vital in
ensuring its success. The essence of change management just dis-

cussed can be captured in the following steps:

®  Step 1: Define and communicate the purpose of the PMO
integration. Before conducting any changes, the stakeholders
who will be affected must be informed of the reasons for the
change. They will ask for explanation as to why the change
must take place, rather than blindly following orders. This is
the opportunity for the PMO’s supporters to explain the bene-
fits of the PMO to the organization. Be specific about the
expected outcomes, what exactly will be changed, how the
change will be implemented, how that will affect the
stakeholders, why the PMO is necessary, and, equally
important, the consequences of not adopting the PMO.

It is important to start talking about the changes early on,
before the actual change takes place. A two-way formal
consultative framework should be established, and informal
communication must be encouraged. It should be clear to the
rest of the organization that the implementation of the PMO is
a collective effort and that all should be involved in the key
discussions.

® Step 2: Prepare a change management plan. Just like a pro-
ject plan, the change management plan allows you to scope
the change processes. The plan should include the goals,
milestones, timeframe, resources required, tasks (e.g., obtain-
ing staff’s commitment, conducting stakeholders information
session, and so on), and who will be responsible for them. It
is very important that the PMO’s sponsors agree to and sign

off on the plan because their support will be vital. The spon-
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sors will also play an important role as an arbiter if problems
are encountered during the implementation process. Good
planning in the beginning can save you a lot of time and
trouble as the transformation progresses.

e Step 3: Conduct a stakebolders analysis. Stakeholders can be
thought of as groups of individuals who have a vested inter-
est in the organization’s ability to perform and to maintain
viability in the short and long run. The primary objective
of a stakeholder analysis is to identify the key individuals
or groups who will be affected the most by the integration
of the PMO, how their resistance can hold up the implemen-
tation process, and how their support can catapult the
progress forward. Stakeholders can be employees, customers,
suppliers, competitors, or other groups. The analysis should
also determine the appropriate level of interaction with these
stakeholders (i.e., whether they need to be informed or con-
sulted on a specific action, whether their approval is
required, etc.).

©  Step 4: Manage the human aspect of change management.
All types of organizational change will almost always elicit
some emotional responses. This is the biggest part of manag-
ing the transformation. As mentioned, there are plenty of
studies on psychological responses to change. Understanding
these models will invariably help with the PMO integration
process.

®  Step 5: Establish consultation and communication processes.
One of the most important rules in change management is that
those affected should be given the opportunity to be involved
in the change process. By adopting this principle, the PMO
sponsors will entice people to be more positive toward the
changes. A number of tools can be used as communication
channels: e-mails, forums (both physical and electronic),
surveys, interviews, among others.
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®  Step 6: Develop evaluation strategies. Evaluation strategies need to
be built into the PMO integration plan to measure the level of
success at every stage. The evaluation step should include (but
not be limited to) a monitoring process (e.g., progress reports to
the change leaders), a feedback review process (e.g., a proper
channel for stakeholders to voice their opinions, either through
e-mail or meetings), and performance indicators (e.g., timeliness

of the progress, positive response from stakeholders, and so on).

Through effective change management, the integration of the
PMO into the company can be carried out seamlessly. A sample in-

tegration plan for a PMO is provided in Appendix D.

Monitoring PMO Performance

If the PMO will operate as an independent business unit, then it is
only fair that it is treated like any other unit in the organization, and
that goes for monitoring its performance. The PMO’s performance
can be effectively monitored by comparing its actual performance
against its corporate strategy, and to do that here are a couple of

available tools:

®  Regular Status Report. Just like any other business unit within
the organization, the PMO should submit a regular status report
for review by the executive committee. The report should
include, among other things, the PMO’s achievements since
the last report, the PMO’s forward actions, revenue and expen-
diture, and other relevant information based on the PMO’s key
performance indicators (KPI, explained in more detail in the
next section). The format of the status report should follow the
standard format applicable to the other business units in the or-
ganization. This will facilitate a fair comparison between the

PMO and other business units’ performance.
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®  Audit Process. An audit of the PMO’s performance should be
carried out by an independent party, either by the auditor from
within the organization or by an external consultant. The audit
will review the PMO’s operation, processes, and procedures, as
well as staff performance, against the organization’s standards
and guidelines. In addition to reviewing how the PMO conducts
its business, the auditor should also review the PMO’s overall

performance, as reflected in its key performance indicators.

Key Performance Indicators

Having an effective performance management system in place calls
for a good balance between the financial and strategic measures,
addressing both short- and long-run objectives. R. Kaplan and
D. Norton, in their book The Strategy-Focused Organization (2001),
proposed that, when setting up key performance indicators, four
major dimensions of organizational activity should be considered:
financial, external, internal business process, and learning and
growth. Using those four factors as reference, readers can set up
their own PMO’s KPI, for example:

® Client. These KPIs are aimed at measuring the quality of
services provided by the PMO according to customers’ percep-
tion. Client-focused KPIs may include, for example, client satis-
faction level, client retention rate, PMO’s knowledge on each
client, and so on.

® Effectiveness. These KPIs are aimed at measuring the effective-
ness of the PMO as a leader in the organization’s project man-
agement environment. The KPIs measure areas such as the
time it takes to develop and implement a new standard,
acceptance level of new standards and guidelines, the time it
takes for the PMO to respond to new project management reg-
ulations, the PMO’s ability to customize service, its contribution
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to projects’ success rate, the return on investment (ROI) on the
PMO, and so on.

®  Expenditure. Although the PMO’s main aim is to provide
services that support the organization’s project management
capability, not profit making, it is still important to measure
cost performance. Examples of cost-focused KPIs include
the PMO'’s running cost compared to the number of projects
it monitors, the percentage of expenditure used to invest in
assets (e.g., project management software) compared to the
total expenditure, the amount of expenditure against the

available budget, and so on.

Conclusion

In this chapter we highlighted the fact that the biggest obstacle in in-
tegrating the PMO into the organization comes from the people them-
selves. Human emotional reaction to change is the first thing to
manage in the transformation process. Once this obstacle is overcome,
the PMO can apply the more mechanical step-by-step method of im-
plementing the change. We drew attention to the importance of hav-
ing a change management plan to make sure that the process can flow
smoothly. Once established, the PMO has to be monitored. We pre-
sented a couple of tools that can be used to measure its performance.

Now that we have the PMO established and operating, it needs
a leader who can take it to reach its goals. This will be the topic of

discussion for the next chapter.
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5 Things You Need to Remember from This Chapter

1. The steps involved in transforming an organization

2. Where organizational resistance (personal and
professional) will come from when the PMO is introduced

3. How to handle the resistance

4. The importance of having a plan to deal with change-
related challenges before integrating the PMO

5. The tools that can be used to monitor the PMQO’s perform-
ance (e.g., status report, KPI, and audit process)



Leadership in a PMO

An organization's success in operating a PMO depends primarily
on the competencies and the performance of its staff and most
specifically on the hard and soft skills of the PMO’s leader. The topic
of leadership itself is a very broad one, and endless discussions on
all types of leadership are in the market already. From those discus-
sions, we have been able to draw some relevant concepts that we
can apply to the PMO. This chapter begins with a brief discussion on
leadership to get you familiar with the topic. We then describe the
purpose that PMO leaders serve, examine the skills that effective
PMO leaders should possess, and highlight the critical differences
and key similarities between a PMO leader and a project leader.

The Role of a Leader

In an organizational context, leaders have the task of communicating
the vision and mission of the company to its people, bringing the
company to its final destination. Broadly speaking, organizational
leaders fulfill three major roles (Carpenter and Sanders, 2009): inter-

personal, informational, and decisional.
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® Leaders perform interpersonal roles: as figureheads in perform-
ing ceremonial tasks, as liaisons to maintain relationships with
external stakeholders, and as motivating leaders for internal
stakeholders.

® Informational roles suggest the sharing of information with
employees, monitoring, and being a spokesperson for outside
stakeholders.

® In the decisional roles, leaders develop strategy, handle
conflicts, negotiate, and allocate critical resources.

The Role of a PMO Leader

In an organizational context, leaders must possess or develop mul-
tiple skills to succeed. To understand the leadership role in a PMO,
we need first to recognize the characteristics of a leader. Although
there is no certain formula for what makes a good leader, leaders are

commonly thought to have the following characteristics:

— Vision — Ability to make prompt

— Listening skills judgments and take action

— Intelligence — Ability to motivate others

— Decisiveness — Ability to adapt quickly in

— Ambition different environments

— Negotiation skills — Capability to live with the

— Communication skills consequences of his or her

— Physical stamina decisions

— Courage to stand up for what - Strong ethical standards
they believe in (trustworthiness)

These characteristics should make it clear that the scope of the
leadership role includes that of management, and, of course, this
prompts the old question of the difference between a manager and
a leader. We can sum up the differences cited in the numerous de-

bates on this question as follows:
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® Leaders have a vision of where they want to bring the organi-
zation. To achieve that, they focus on the strategic direction
of their charges and they empower and inspire them to reach
that destination.

®  Managers, on the other hand, focus on the logistics of “getting
there”: planning and budgeting, organizing the resources, and
resolving the issues encountered in the company’s day-to-day
operation.

The role of the PMO leader is bestowed on anyone who takes
the job title of PMO manager. Considering the leading and the man-
aging aspects of the role, we can safely say that the PMO leader:

e Creates a vision for the PMO.

® Motivates the PMO members to move toward achieving that

vision.
® Provides the necessary resources for the team.
® Embodies the group’s values and principles.
® Guides the PMO team members in making decisions.
® Is the bond that unites the team.
® Creates a conducive environment for mutual trust.

® Represents the PMO in front of the project staff and business
staff.

® Teaches other team members in liaising the two worlds (the
project and the business).

Now that we know the characteristics required for a PMO leader
and understand the role, the question to ask is, “What makes being
a PMO leader unique among other leadership roles in the organiza-
tion?” The answer to the question lies with the special set of skills re-
quired to be a PMO leader.
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The Skills Required for PMO Leaders

A PMO strides between the project environment and the day-to-day
business environment. As any books on project management ex-
plain, a project has a definite time frame, whereas a business oper-
ates continuously; thus a project manager (PM) and a general
manager have different characteristics to suit their job requirements.
The different characteristics translate to the requirements for an ideal
PMO leader. In other words, considering the nature of a PMO, the
leader must have the ability to work with people from both project
and business environments and to appreciate how the two environ-
ments differ.

To sum up, a PMO manager must have the following skills and
characteristics:

®  Project Skills and Business Skills. Things are different in these
two environments. For example, project finance has a different
focus and methodology compared to day-to-day operational
finance. A PMO manager must be able to understand the
different methodologies used.

®  Communications Skills and People Skills to Bridge Both Worlds.
At times, a PMO manager will have to be a translator, or an ar-
biter, between project staff and business staff.

®  Ability to Envision How to Develop the PMO so That It Can
Continuously Add Value to the Organization’s Bottom Line.
The manager does this by always keeping abreast of the latest
developments in project management and business strategy.

PMO Manager Versus
Project Manager

Due to the relative newness of the PMO concept, the skills and role

of a PMO manager are sometimes confused with those of a project
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Making a Case for .\

PMO: Selecting a
Leader for PMO

After receiving a recommendation to establish a PMO from the
management consulting firm Mackenzie & Co., Dave Strassen im-
mediately went on a search for the best person to head this busi-
ness unit. After three and a half months of searching, he had in
front of him resumes from two very qualified people:

Rendy Strack was 45 years old with an MBA from a top univer-
sity in Boston and was certified as a Project Management Pro-
fessional (PMP). He had been a project manager for 20 years,
and in the last five years, he had helped six companies get their
PMOs off the ground.

Paul Witten was 43 years old with a master’s degree in information
technology from a top university in California. Also PMP certified,
he had the same amount of project management experience as
Rendy’s. He’'d helped a company on the West Coast set up a PMO
about three years ago, and he had stayed with them as a PMO
manager until he left recently because his wife wanted to move
back to Boston.

Dave had an interview with both of them and agreed that they
both hit it off with him. They were equally qualified for the job
(sure, Paul had less experience in setting up a PMO, but his last
company gave him a glowing recommendation on how wonder-
fully his PMO functions), and they both had the leadership qua-
lities he was after. However, from his conversations with both
of them, he began to lean toward picking Paul. Rendy was very
good at setting up a PMO, but he’d be ready to move on to the
next project as soon as his job was done. Paul, on the other hand,
intended to stay with the company and run the PMO. Dave real-
ized that other companies would probably pick Rendy, but Dave
was after someone who wanted to stay with the PMO in the long
term to build it. After thinking long and hard, he decided to give
Paul the job as FAS’s PMO manager.
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manager (PM). Let’s look at the critical similarities and the differences

between the two.

Similarities

L]

Both positions rely heavily on project management skills Gi.e.,
completing projects on time, budget and scope, managing
staffs, having the technical skills to use project management
software, and so on).

Both managers must learn to tread the political water to
achieve their project goals (i.e., competing with other
projects for resource allocations, dealing with conflicts with
various departmental managers impacted by their projects,
and so on).

Both PMO managers and project managers are responsible for
continuously improving the project management standard in

their organization.

These striking similarities do not mean that the PMO manager’s

role is the same as the PM’s.

Key Differences

L]

A PMO manager is responsible for managing the office itself
(i.e., staffing the PMO, training, developing a career path
within the PMO, lobbying to gain funding for operating the
PMO, and so on). A project manager is responsible for manag-

ing a particular project.

A PM ensures that the final product or service is delivered
within the budget, on time, and of the specified quality, using
the available resources allocated to the project. A PMO man-
ager optimizes the use of available resources and allocates
them differently according to the needs of the various

projects.
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® A PM can focus his/her attention on a single project. A PMO
manager must be able to coordinate various projects at any one
time, requiring a cross-functional perspective to understand
how the different projects affect both the project environment
and the business environment of the organization.

e In terms of specific tasks, the PMO manager is focused on de-
vising optimum project management standards (thus saving the
PMs from having to reinvent the wheel) and making sure they
are implemented throughout the organization. The PM is
responsible for adopting those standards for the particular pro-
ject and providing feedback to the PMO if the standards need
some updating.

® A PMO manager’s job is a full-time position that is a part of
the business’s day-to-day operation. A PM’s position (again,
depending on the organizational structure discussed in Chap-
ter 3) may be a temporary position that disappears when the

project ends.

Conclusion

The similar roles of a PM and a PMO manager means that a project
manager may be trained to be a good PMO manager and vice versa.
However, because of the key differences, someone who is good as
a project manager will not necessarily succeed in a PMO manager
position. This is an important point to remember for someone who
is selecting a PMO manager.
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5 Things You Need to Remember from This Chapter

1. What leadership means to your organization
The necessary characteristics of a PMO leader
The role of a PMO leader

The skills required to lead a PMO

o B o

The similarities and differences between a PMO manager
and a PM



Careers Within a PMO

The introduction of the PMO creates changes in the corporate struc-
ture, with related changes in job roles and opportunities within the
company. Again, such change may worry some people. However,
one way to positively communicate the benefits of having a PMO is
by introducing the prospect for a career advancement within the
PMO. This is an excellent way to drive acceptance of the PMO. In
this chapter we will look at the natural progression of a project man-
agement career that is closely intertwined with the PMO and at the

various staff needed to run a PMO.

A Project Management Career
in the PMO

A defined project management career structure gives participants
the opportunity to progress in their careers in a way not previously
possible. It also contributes to the continuous improvement of the

organization’s project management capability because people will
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want to build on the skills required to facilitate their climb up the
corporate ladder. Increasingly common are independent project ca-
reer tracks within large corporations that previously would have
been part of functional management responsibilities. Table 19.1
shows such a typical career track. As the position’s responsibility
increases, so does the contribution to the company’s strategy and
vision.

Those who decide on a project management career generally
start out within a functional unit, taking on tasks within that area and
managing them through to completion. Although they have respon-
sibility for their business division, they would probably not be ac-
countable for the overall deliverable. As the manager progresses up
the career ladder, accountability and ownership of their projects be-
come greater, as do the scope and complexity.

As the manager progresses, more responsibility is assigned, ac-
companied by greater visibility. To progress from level to level, it is
recommended that the participant undertake formal training as well
as building knowledge through experience. This will assist the
PMO in its drive to become a center of excellence, teaching the
people best practices and keeping them up-to-date with industry

changes.

Staffing the PMO

The multifaceted role of a PMO requires multiskilled people to sup-
port the PMO manager. The staff must meet certain criteria, ranging
from project management qualifications and experience to commu-
nication and negotiation skills. Although in general each staffer
should possess the same characteristics as those of a PMO manager
(as outlined in Chapter 18), the job functions require different skills.
Considering the different roles and responsibilities a PMO has to
take, in general, a PMO requires the following staff to ensure its suc-
cessful operation:



Table 19.1 Typical Project Management Career Track

[ ]

Responsibility increases

__——

Project Manager

Senior Project Manager

Director, Project Management

Vice President, Project Management

Role
summary

Manages projects of limited
scope within functional
reporting structure
Projects managed typically
impact or require resource
management within an
individual department,
functional in nature
Generally considered an
individual contributor

Will contribute to solution
approach

Requires minimal supervision
Operates within a functional
team

Manages one or more small

to medium projects within
functional reporting structure or
business unit

Ownership and accountability
for bringing project to fruition
Will require limited resource
management within functional
reporting structure or business
unit

Will be responsible for approach
to solutions

Requires no supervision

May have direct reports
Operates within a functional team

Manages one or more highly
complex technology projects or
programs that span multiple areas
and business functions
Prioritizes program/portfolio
deliverables and is accountable
for delivery

Projects managed require
resource management across
multiple functional areas and
business units

Will develop standards and
strategies to obtain desired results
Requires no supervision, will be
called upon to participate in long-
term strategic planning

Runs ateam of project managers
May be part of the PMO

* Manages programs and/or project

portfolios that are strategic in nature

and will have a direct impact on the

organization

Prioritizes program/portfolio

deliverables and is accountable for

delivery

Programs will impact organization

as a whole and are generally

focused on long-term results

Responsible for strategic planning

* Communicates and drives business
mission

* Has decision-making authority in
relation to budgets, resources,
technical strategies, processes for
delivery, etc.

* Runs ateam of project or portfolio
managers

* Member of senior or executive
management team

* Runs PMO or on senior team

Visibility increases

i




216 A Business Division

Making a Case for
PMO: The PMO and
Career Tracks

Two years after its inception, the PMO at FAS Inc. was thriving.
It was gaining acceptance and respect from the organization,
and as a result its scope of work was getting bigger as people
start to trust the PMO more with their projects. Paul Witten, the
PMO manager, had been needing assistance to do his job. So
far, he'd been getting temporary project managers and support
staff from within the company, but they always had to go back
to their seconding departments. In the meantime, he’d been
talking to various people within the organization who were in-
terested in pursuing a project management career. Some of
them had had the experience of managing small projects in
their departments, but project management was not exactly their
job responsibility. Some others, mostly in the IT department,
had been managing projects for years; in fact, a lot of the IT
staff were project managers before they came onboard. Mean-
while, the rest had no project management experience whatso-
ever but were very interested in getting one. On Paul’s initiative,
FAS Inc. had been providing some short project management
courses, but then he realized that he could do more: “Consid-
ering all these interests, why not build a career track out of the
PMO?”

In discussion with Charlene Wincott, the head of the HR de-
partment, they started toying with the idea. They agreed that the
PMO was ripe for expansion and that it needed skillful perma-
nent staff. So they created openings within the PMO for an ana-
lyst position, a technical position, and an administrative position.
They realized that these positions could provide functional staff
(e.g., the accountants, the IT programmers, and the like) with a
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bridge to a project management career, and they could also pro-
vide opportunities for project managers to diversify their project
management experience. Once they got the approval from the
CEO, the PMO was set on its way to becoming a career path.
That’s how the FAS’s PMO became the fully functioning PMO we
know today.

PMO Manager

® The manager’s main responsibility is to establish strategic
direction for the PMO. The strategy should be closely aligned
with the organization’s overall direction, while creating a com-
petitive advantage for the PMO.

® The manager is responsible for overseeing the PMO operation
and its staff performance, while developing good working rela-
tionships with clients and stakeholders to fulfill business needs.

® The manager ensures that business objectives are accomplished
through the successful completion of projects. The PMO
manager must therefore have a high-level overview of all proj-
ects’ performance, in order to provide reliable advice to senior
executives in making business decisions. In other words, the
PMO manager should be able to demonstrate a capability to
manage the PMO as an independent business unit that adds

value to the whole organization.

PMO IT Staff

It is important to note that the PMO should be proficient not only in
project management, but also in IT-related matters. Considering that
almost all projects initiated in a modern organization require IT in-
volvement, these technology staff are valuable resources in the cre-
ation of an advantageous position for the PMO, especially in projects
where IT-related matters are the main issues.
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PMO IT staffs are expected to integrate their technical knowl-
edge into the project management environment. This role may in-
clude representing the PMO in providing technical opinions, as well
as providing technical services to the PMO itself.

PMO Analyst

The role of a PMO analyst is to assist the PMO manager in the creation
of a project management environment that follows a best practice

standard. A PMO analyst’s tasks include the following:

e Development, implementation, and management of project

management processes and procedures

® Conducting various project management-related research to
improve the organization’s project management practice

® Assisting the PMO manager with project audit exercises

®  Assisting the PMO manager with monitoring project per-
formance in terms of cost, schedule, and resource utilization

® Providing analysis reports on the PMO’s performance (i.e.,

analysis of the PMO’s budget, revenue, expenditure, and so on)

® Organizing project management training and certification

The project analyst is expected to be a generalist with a variety
of knowledge and experience in multiple fields, from finance to IT.
This background enables the analyst to be nimble in moving

among projects and across functional departments.

PMO Administration Staff

Depending on the organization’s capacity and funding availability,
sometimes the roles of a PMO administration staff and a PMO ana-
lyst are carried out by the same person. However, it is important to
draw the distinction between the two and realize that the role of an
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administrator must not be diminished if the PMO’s smooth opera-
tion is to be guaranteed. A PMO administrator’s tasks may include
the following:

® Liaising with various project managers to compile recurring
project management progress reports and other documents for

regular project committee review

® Organizing the distribution of information from the PMO to all

project offices

e Coordinating project management learning and development

activities in collaboration with the HR department

® Providing administrative support, such as filing, archiving, and

photocopying

For all of these roles, potential candidates have to meet the fol-

lowing selection criteria:

®  Academic Qualification: This may include diplomas, degrees,
or other certification that equips candidates with complete

knowledge and training to fulfill their roles.

®  Relevant Experience: Candidates must demonstrate some
hands-on capability and experience in accomplishing similar
roles. When such experience is lacking, recruiters must

determine a candidate’s potential to learn on the job.

®  Understanding of Business Operation: Candidates must have
an understanding and appreciation for the organization’s core
business to ensure their ability to contribute to the overall

business aims.

®  Understanding of Project Management Concept: All candidates
should have a broad and deep understanding of project man-
agement principles and their methods, to enable them to effec-
tively work in the PMO.
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Conclusion

An organization that is committed to improving its project manage-
ment capabilities should consider developing an independent project
management career track within a PMO. Establishing such a career
development avenue will not only contribute to the skills advance-
ment for the PMO, but also create a stepping stone for the staff to
begin a career in project management. The benefits of the career
track will be increased acceptance for the PMO and overall career
satisfaction that is organizationwide.

5 Things You Need to Remember from This Chapter
1. The possibility of developing a PMO as an avenue for staff
to build their careers

2. How an organization can ensure that the staff’'s project
management careers and experience grow by adding
progressively more responsibilities

3. The various positions available in a PMO
4. The responsibilities associated with each position

5. The selection criteria for PMO staff (academic
qualifications, relevant project management experience,
understanding of how the company operates, and so on)
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Final Thoughts on PMO

As we near the end of our mission of introducing the concept of
PMO to a wide-ranging audience, we conclude the book by briefly
reviewing today’s PMO (How do organizations perceive it? How is its
implementation across different companies?) and the broader future
of PMO (Will a PMO have a place in organizations? Will the use of
PMO become widely accepted? How will it be shaped and run to
suit future business challenges?). After reviewing the varying research
papers (like the ones discussed in this chapter) and the differing
opinions from project management experts, the authors believe that
the use of PMO will become more and more common in the future
and that the future PMO will have a greater role in steering organi-

zations’ strategy.

Today's Program Management Office

Studies regarding the existing practice of the PMO within large or-
ganizations are largely ambivalent about their effectiveness. The 2007
study undertaken for the Project Management Institute (PMD by Dr.
Brian J. Hobbs, “The Multi-Project PMO: A Global Analysis of the
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Current State of Practice,” notes that, at the moment, there is a wide
variation in PMO implementation, in their perceived effectiveness,
and in their roles within the organization. A key finding is “Lack of
Consensus in the Value of PMOs.” The PMI study and other discus-
sions on the effectiveness of the office note that 50 percent of the
companies screened value the PMO and 50 percent challenge its le-
gitimacy.

However, in another survey conducted by CIO magazine and the
PMI,* survey respondents reported positive benefits from the forma-
tion of a PMO, even if quantifiable return on investment is elusive.
Out of the 450 people surveyed, 303 (67 percent) said their compa-
nies have a PMO. Of those with a PMO, half said the PMO has im-
proved project success rates, 22 percent didn’t know or don’t track
that metric, and 16 percent said success rates stayed the same. It is
also important to note that there is also a strong link between the
length of time a PMO has been operating and project success rates:
the longer the better. Whereas 37 percent of those who have had a
PMO for less than one year reported increased success rates, those
with a PMO operating for more than four years reported a 65 percent
success rate increase. The top two reasons for establishing a PMO,
according to the survey: improving project success rates and imple-
menting standard practices.

The Future of the Program
Management Office

So how do these findings affect the future of the PMO? Although the
current general perception is split evenly between the believers and
the cynics, corporate leaders are increasingly investing in project
management best practices as a methodology for delivering return

*Megan Santosus, “Why You Need a Project Management Office,” CTO, July 2003,
http://www.cio.com/article/29887/Why_You_Need_a_Project_Management_
Office_PMO_.
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on investment for projects. KPMG’s 2005 research, “Global IT Project
Management Survey,” noted that senior management teams are being
held accountable for benefits derived from investment and that the
benefit is realized in the form of successful project output.

The same survey also noted that organizations that are more suc-
cessful than their competitors generally have good project gover-
nance processes in place. Twenty-two percent of those companies
noted that their Program Management Offices are responsible for
managing all projects within the organization, and 30 percent had
PMOs that reported directly to the board on the projects’ status.

Paradoxically, there is a belief that, although the PMO is seen by
some as ineffective, the majority of organizations believe that some
form of governance and formalized project management is required
to realize a return on project investment. The more successful or-
ganizations utilize the PMO as a central hub for project execution,
and these PMOs are viewed favorably by their companies. Based on
these findings, it can be extrapolated that mature PMOs that employ
experienced and knowledgeable staff are much more likely to suc-
ceed than those that do not.

As corporations look to benefits realized from project under-
takings as a way to drive their organizational goals, the role of the
PMO can only gain in prevalence. Corporate boards’ focus on results
from project investment, the number of actions undertaken, and the
processes put in place to support the projects is resulting in a growth
in operations’ complexity that requires careful oversight and control.

Indeed, the Project Management Institute’s introduction of its
Global Standard for Program Management is a recognition of the
complexity and increased predominance of the practice. Thus, as
program management becomes more widespread, the need for stan-
dardized best practice within an organization will increase. In other
words, the PMO will not only be more widely accepted, it will also
have a more dominant role in the planning and execution of the cor-
porate vision in the future. /It is important to note that such a trend
may translate to an increased reliance on technology and corporate
governance to facilitate the stakebolders and project teams who are



226 Conclusion

becoming more dispersed geographically and the greater demand for
real-time responses from the PMO.]

The reality of the modern economy is posing new challenges as
companies are increasingly struggling to organize, manage, and track
projects. The pressure is on to deliver less expensive but high-quality
projects in a short period of time with limited resources. The contin-
uously changing dynamics result in creeping project scope, increase of
risk, scarcity of resources, and increasing project interdependence. All
of these would require a new approach that is encapsulated in a PMO.
We hope that after reading this book, our readers will be inspired to
investigate how the PMO can help improve the competitive advantage

of their organizations.
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PMO Business Plan

COMPANY ABC

Sample PMO Business Plan

Revision Date:

Document Owners

PMO Manager Joe Blog; email: jo@joeblog.com; ph: xxx-xxx-xxxx

PMO Analyst Jane Doe; email: jd@joeblog.com; ph: XXX-XXX-XXXX

Document History

Document Revision/Release Status

Revision Date Description Author/Editor
0.1 02/15/09 First Draft Joe Blog
0.2 04/15/09 Second Draft Joe Blog
0.3 06/15/09 Third Draft Jane Doe
0.4 08/15/09 Fourth Draft Joe Blog
1.0 10/15/09 First Approved  Joe Blog
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Document Distribution

Name Required Title E-mail Phone

A

Approve CEO

B Approve  Director of Finance Department
C Approve  Director of IT Department

D Review Senior Project Manager

E Review Project Officer

Background

After taking into consideration the numerous opportunities presented
by the current business environment and the company’s existing proj-
ect capabilities, we would like to propose a Program Management
Office (PMO).

The current market provides business opportunities that translate
to project activities. With numerous projects running at the same time,
the company needs some coordination to ensure not only that we se-
lect the best projects, but also that we implement them efficiently (in
terms of cost savings, better management of projects’ risks, higher
quality of deliverables, and so on).

The coordination can be met through the creation of a Program
Management Office. The following Business Plan outlines the bene-
fits of having a PMO as well as the amount of funding and resources
required.

PMO Objectives Summary

We aim to achieve the following objectives through the implemen-
tation of a PMO [Note: It is important to be as detailed as possible
when outlining an objective; that is, include when the objective will be
achieved, what will be required to achieve it, and so on.]
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Objectives Time Frame
Have the ability to coordinate the project 6 months from
resources and allocate them according PMO inception
to priorities.

Implement standardized methodology, 3 months within
processes, and tools, thus allowing a PMO inception

consistent measure between each
project’s success.

Establish flexible flow of information 1 month within
between project participants and PMO inception

the rest of the company.

Improving the company’s project Within 2 months of
management capabilities through PMO inception
mentoring, training, and so on.

Create a methodology that allows for Within 1 month of
better selection of projects that serve PMO inception

the company’s mission and vision.

PMO Activities (Roles and Responsibilities)

To meet those objectives, we envision the PMO’s carrying out the

following activities:

L]

Assisting projects by managing resources, customers, and
vendors

Conducting project audits to identify any areas for future
improvements or to put projects back on track

Monitoring the program’s progress, including its financial
status, quality, deliverables, and so on

Providing project management training, while introducing
standardized methods, processes, templates

Creating a project selection method and continuously improv-
ing it

Conducting project audits

Conducting knowledge management by creating a repository
to retain information and ensure that relevant staff have the
right level of access
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® Managing the flow of communication and information between

the project and business environments

PMO Management

We understand that one of the most important factors in ensuring the
success of the PMO is excellent management. As a result, working to-
gether with the HR department, we have decided to select Mr. James
Spelling, with his 20 years of experience in project management (in-
cluding six years as a PMO manager), to be our PMO manager. He
will be assisted by a PMO analyst and a PMO coordinator. All of the
PMO staff will be selected based on their project management skills,
knowledge, and experience (specifically in the PMO area).

Resources Requested

Upon review, the following resources will be needed to ensure the
smooth operation of the PMO:

® Office space

e Communication equipment (telephone, fax machine, and the
like)

e Computer (with supporting software and adequate hardware)

Financial Analysis

We also have conducted a Cost-Benefit Analysis, which shows that
the PMO will bring positive financial impacts to the company. The
summary calculation of the analysis is presented in the following
table. It presents a five-year estimated future cash flow (including the
intangible benefits) discounted to present value. A more detailed cal-
culation will be presented upon request. /Note: A brief overview of
Cost-Benefit Analysis can be found in Chapter 2.]
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Benefits
1. Yearly savings from approving the “wrong” projects  $300,000

2. Increased revenue from having standardized
project management processes $190,000

3. Yearly savings from project costs that can be

avoided by having a PMO $80,000
4. Increased revenue from improving staff’s project

management skills $50,000
Costs
1. Yearly PMO staff’s salaries $350,000
2. Yearly equipment and space rental and purchase $50,000
3. Yearly PMO training $50,000

Assuming all the benefits and costs occur at time 0, the net income
for the organization is $620,000 — $450,000 = $170,000. The increased

revenue per year thus justifies the PMO establishment.

Conclusion

To take advantage of the opportunities currently offered by the mar-
ket, the company has to run multiple projects at the same time. As dis-
cussed in this business plan, the existence of a PMO will provide us
with numerous benefits. On top of that, the Cost-Benefit Analysis we
conducted indicates that the investment in a PMO will pay for itself
while presenting positive returns to the company, further justifying its

presence. Thus, we strongly recommend the establishment of a PMO.
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Sample Project
Office Templates
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Rollout Plan
SD 0001.7

Work Packages

[
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Deliverables Register

Reference

Approving

Number  Deliverahles Assigned to Deadline Status (Date) ~ Stakeholder(s)
PM Risk Management Plan Business August 8, 2007 Ongoing Project Director
0001.1  « Risk Register

* Risk Breakdown

» Mitigation Plan
PM Resource Plan Project August 8,2007 Ongoing Project Manager
0001.2 Manager and Project

Director

PM Budget Financial September 8, Input Project Manager
0001.3 + Cost Estimates Analyst 2007 PM0001.2  and Project

* Market Data Director
PM Milestone Dates Project November 15, Input Steering
0001.4 Manager 2007 PM 0001.1 Committee

PM 0001.2
PM 0001.3

Issue Register
Reference Priority Identified Status Issue Owner
Number  Issue (H/M/L) By (Open/Closed) (Action Required)
Issue Category 1: Human Resource
1.1 Holiday season was not Medium IT Analyst Open. Raised at IT Analyst

taken into account in Status Meeting

Project Plan, resulting on April 7, 2007.

in possible late delivery

of IT Requirement

document
Issue Category 2: Cost
2.1 Higher cost than initial High IT Analyst Closed. Steering  Project

estimate to engage Committee Manager

software vendor due to
lack of tender
participants

approved higher
budget on May 9,
2007.

Issue Category 3: Schedule

3.1
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Risk Register

Reference
Number

Probability
Risk (H/M/L)

Impact Identified Status Risk Owner

(HM/L) By

(Open/Closed) (Action Required)

Risk Category 1: Human Resource

1.1

Possible workers’ Medium
strike in June,

which may impact

the project

completion date

Medium Project Closed. Approval  Project
Manager has been obtained Manager

from Project
Director to engage
contractors

during strike day.

Risk Category 2: Cost

2.1

The limited number High
of highly skilled
specialized vendors

may result in higher

cost than estimated

High IT Analyst Opened. Raised Project

at Steering Manager
Committee Meeting
on May 9, 2007.

Risk Category 3: Schedule

3.1

Change Register

Reference Status Change Owner

Number Ghange Requested hy  (Open/Closed) (Action Required)

Change Category 1: Project Management

1.1 Weekly status meeting to be Project Closed. Approved by Project Manager
changed from every Thursday Manager Project Director on

1:00 p.m. to every Friday 1:00 p.m.
to better accommodate all
participants

June 23, 2009.

Change Category 2: Cost

2.1

Change Category 3: Schedule

3.1




Project Finance Record

Project Name: Sample Project
For the Financial Year: 2009/2010

Project Revenue

Jul-09 | Aug-09 | Sep-09 | Oct-09 | Nov-09 | Dec-09 | Jan-09 | Feb-09 | Mar-09 | Apr-09 | May-09 Jun-09 | Total
ltem $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 | $000
Payment 8 9 5 14 2 1 3 7 9 6 4 0 68
from client
Project Expenditure
ltem Jul-09 | Aug-09 | Sep-09 | Oct-09 | Nov-09 | Dec-09 | Jan-09 | Feb-09 | Mar-09 | Apr-09 | May-09 Jun-09 | Totdl

$000 $000 $000 $000 $000 $000 $000 $000 | $000 $000 $000 $000 $000
Payment to
Vendor
Printing
Cost

Comment:
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Project Status Report

Project Name: Sample Project

Date:

Item Actual to Date Project Plan Status (Green/Red/Amber)*  Item Owner
Payment to Vendors $10,000 $15,000 Green Project Manager
Financial 50% complete 70% complete Amber Financial
Analysis Report Analyst
Business 20% complete  70% complete Red BIR Analyst

Information Report

Number of variations requested to date:

Actions achieved since last Status Report:

Forward actions:

Key decisions made:

* Status indications:
Green—Item’s progress is on track.
Amber—Item might be off-track and corrective actions may be needed.

Red—Corrective actions to be taken immediately.



Sample PMO Charter

COMPANY ABC

Sample PMO Charter

Revision Date:

Document Owners

PMO Manager Joe Blog; email: jo@joeblog.com; ph: xxx-xxx-xxxx

PMO Analyst Jane Doe; email: jd@joeblog.com; ph: XXX-XXX-XXXX

Document History
Document Revision/Release Status

Revision Date Description Author/Editor
0.1 02/15/09 First Draft Joe Blog
0.2 04/15/09 Second Draft Joe Blog
0.3 06/15/09 Third Draft Jane Doe
0.4 08/15/09 Fourth Draft Joe Blog
1.0 10/15/09 First Approved  Joe Blog
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Document Distribution

Name  Required Title E-mail Phone

A

Approve CEO

Approve  Director of Finance Department

Approve  Director of IT Department

Review Senior Project Manager

m o0 W

Review Project Officer

The Program Management Office (PMO) was established to im-
prove ABC Company’s project management capability and the
Company’s competitive advantage. To enable the PMO to provide
independent services, the PMO will operate as a separate division
reporting directly to the CEO. This PMO Charter outlines the PMO’s
vision and mission, responsibilities, strategies, key stakeholders,

and critical success factors.

PMO Vision and Mission

The PMO’s vision is to position the company to be the benchmark in
its industry. By continually improving the company’s project man-
agement capability, the PMO directly takes part in expanding the
company’s competitive advantage.

The PMO’s mission is to provide leadership to the project man-
agement providers within the Company (project managers, project
analysts, and other project team members), enabling them to work in
an efficient and effective project environment (i.e., through stan-
dardization of methodologies, provision of tools, risk management,
and so on) and thus helping them to produce project deliverables
within the agreed schedules, budgets, and quality standards.

PMO Objectives

In support of those objectives, here are the PMO’s primary tasks:
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® Facilitate coordination between the project group and the busi-
ness group to ensure that all undertaken projects are aligned
with the company’s business objectives.

e Improve the project management practice within the company
in order to achieve the monetary benefits (e.g., through project
cost savings, reduce exposure to project failures, and so on)

and quality project outcomes.

® Manage project resources (human resources, information, facil-

ities, and so on) to ensure optimized use of them.

PMO Responsibilities

To meet those objectives, the PMO is given the following responsi-
bilities: /[Note: The outline of the PMO’s responsibilities in the charter
should be as detailed as possible. The following examples serve as a
general guideline in the areas of functionality to be included in the
charter.]

® Developing structured project management training for both

project and business staff

®  Working with the business executives, assisting with project

selection and project audit at the end of a project

e Standardizing the company’s project management

methodology, processes and procedures, and tools

® Managing the flow and repository of information and
knowledge, and ensuring that relevant staff have the right level
of access

® Monitoring the program and alerting the relevant project exec-
utives when a certain project is going off track

® Assisting projects with vendor management and customer

management
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PMO Strategies

To ensure that the PMO can achieve its mission and vision, the sup-
port from key stakeholders and end users is very important. The fol-
lowing is an outline of the PMO’s strategies to achieve those supports:

e Circulate the PMO Charter to obtain inputs from key stakehold-
ers, and ensure that all relevant parties are consulted (especially
on matters that are subject to differing opinions such as on
project metrics, project selection criteria, and the PMO’s key

performance indicators).
® Refine the PMO Charter based on those inputs.

® Have the approval of the relevant executives on the PMO
Charter.

® Establish an iterative review and update process for the PMO
Charter.

PMO Critical Success Factors

Looking at the PMO from multiple angles and the key players in-
volved, it is obvious that a lot of factors are critical to the success of

the PMO, such as the ones outlined in the following examples:

® Executive support to enable the PMO to leverage the industry’s
best practice
® End user support and involvement (to facilitate a change-

receptive environment that will be crucial when implementing
the PMO)

® Provision of capable resources

® Provision of sufficient funding

® Agreement on the PMO’s authorities and responsibilities
® Agreement on the key measures of the PMO’s success

e Communication that flows both ways: to project executives and

to end users
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In addition to those success factors, we also have identified the
following as barriers to success:

® The perception that the PMO is the silver bullet solution to all
of the company’s business problems

® The expectation of the PMO to deliver a quick fix when, in

fact, some of the problems require long-term solutions

® Viewing the PMO as an overhead (cost center) instead of a
profit center

e Office politics that result in the PMO’s being considered a threat

® Limited funding and resources

PMO Escalation Model

When project issues cannot be resolved within the project itself,
even with the assistance of the PMO, the PMO will facilitate the es-
calation of the issues to higher authorities. The escalation process
ensures that the relevant authorities are informed within a specific
time frame to ensure a timely solution. The escalation path will fol-
low this model:

Project Executive Committee

f

Project Sponsor

T

PMO

T

Project Manager
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The project issues will be escalated only if it cannot be resolved

by the lowest level of authority, and the PMO will be involved in

every escalation step.

PMO Key Stakeholders

The PMO regards the following as primary stakeholders:

CEO

PMO Sponsor

Ensures that the PMO has the
necessary resources and funding for
optimum operation

Resolves issues related to the PMO
Approves PMO'’s initiatives

Project Executive
Committee

Project Sponsor

e o o o o o

Resolves project issues
Provides project directions
Approves project deliverables
Approves project funding
Approves project time frame
Reviews project’s alignment with
business’ goals

Project
Managers

Project Subject Matter
Expert (SME)

Ensures project compliance with
PMOQ's project management standards
Ensures timely delivery of project
goals

Escalates project issues when they
cannot be resolved within the project
Ensures flow of communication with
the PMO

Project Officers

Project Subject Matter

Assists the project managers with

Expert (SME) project completion
Department Client » Ensures effective communication of
Heads the expectations within the PMO
* Supports the PMO when dealing with
projects taking place in the
department
Business Staff End Users * Provides feedback on PMO services

Is actively involved when required by
the PMO
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PMO Organizational Structure

The PMO will report directly to the CEO. By operating independ-
ently, it is expected that the PMO will be able to provide an unbiased
service to other departments within the organization.

CEO
Program Finance Legal HR
Management Department Department Department
Office P P i

This charter is a living document that will be continuously reviewed and
updated as circumstances and project management capabilities evolve.

Signed: Signed:
Date: Date:

Joe Blog Andrew Guy
PMO Manager CEO

ABC Company ABC Company
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Sample PMO
Integration Plan

COMPANY ABC

PMO Integration Plan

Revision Date:

Document Owners

PMO Manager Joe Blog; email: jo@joeblog.com; ph: xxx-xxx-xxxx

PMO Analyst Jane Doe; email: jd@joeblog.com; ph: XXX-XXX-XXXX

Document History
Document Revision/Release Status

Revision Date Description Author/Editor
0.1 02/15/09 First Draft Joe Blog
0.2 04/15/09 Second Draft Joe Blog
0.3 06/15/09 Third Draft Jane Doe
0.4 08/15/09 Fourth Draft Joe Blog
1.0 10/15/09 First Approved  Joe Blog
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Document Distribution

Name  Required Title E-mail Phone
A Approve CEO

B Approve  Director of Finance Department

C Approve  Director of IT Department

D Review Senior Project Manager

E Review Project Officer

Introduction

This PMO Integration Plan has been developed to assist the PMO pro-

ponents to seamlessly integrate the PMO into the organization. It out-

lines the various activities that will take place, persons in charge, and

estimated timelines and costs, to ensure that every activity is carried

out within the agreed time frame and cost. This document is also cre-

ated to capture the support of PMO sponsors, encouraging buy-in
from other stakeholders.

PMO Implementation Team:

PMO Sponsor:

Date:

Change Reason

[Outline bere the reason for the change, the benefits for the change,
and the possible consequences of status quo.]

Integration Scope

[Describe here what will be involved and required in the integration

process in terms of people, systems, processes, facilities, and other re-
sources (i.e., where the PMO staff will be located, what facilities will
be required, how this will affect other staff, and so on).]
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Existing Environment

[Outline here the organization’s current project management capabil-
ities, available resources, staff’s readiness for a change, staff’s expected
responses, and so on. An analysis of the key stakeholders is also re-
quired (sample at end of the appendix).]

Future Environment

[Describe here the desired environment (e.g., more effective project
management tools, more efficient interaction between the project
entities and the business entities, and so on).]

Action Plan

[From an analysis of the current situation and the future (or
desired) environment, outline bere the activities that will be re-
quired to successfully implement the PMO (sample at end of the ap-
pendix). Address various aspects such as people, systems, processes,
resources, etc.]

Communication Plan

[The communication plan should outline bhow the changes will be
communicated, the audience, the frequency of communication, and
so on (sample at end of the appendix).]

Management Plan

[t is important to think about risk management in the PMO integra-
tion plan. Potential risks, such as the possibility of staff resistance,
budget overflow, and the like, should be identified, and mitigating ac-
tions should be planned.]



252 Appendices

Monitoring and Evaluation

The integration process will be constantly monitored through estab-

lished communication channels (e.g., forums, e-mail, surveys, etc.).

The PMO committee will regularly review the feedbacks and take the

necessary corrective actions to ensure that the PMO is integrated into

the organization seamlessly and supported by the staff.

Signed: Signed:
Date: Date:

Joe Blog Andrew Guy
PMO Manager CEO

ABC Company

Sample Action Plan

ABC Company

Activity

Person in

Charge

Duration

Start/End
Date

Estimated
Cost

Resources

Conduct key stakeholders
analysis

Brief staff on the changes
about to take place

Conduct a survey of staff's
response

Analyze survey

Conduct a workshop with
staff to identify possible
improvements on
implementation plan

Identify resources to
acquire
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Sample Key Stakeholders Analysis

Communication Possible
Stakeholder Role Interests Methods Conflict
Project PMO’s e Improved project | ® Weekly meeting PM conflicting
managers . management with project interests on
clients methodologies managers project ranking
and tools and selection

® Access to a
centralized
repository of
project
management
knowledge

* Monthly newsletters

method

Sample Communication Plan

Communication

organizationwide

informing the

audience of progress
® Ad hoc e-mail

communication

Audience Key Message Delivery Method Frequency Date
Project e Staged changes | ® Training forum | e Intensive 2-week
managers to project * Newsletters training, followed
management ® E-mails by quarterly training
tools and to keep the PMs’
methodology skills up-to-date
to be adopted * Weekly newsletter
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acceptance, as reason for training,
99
accreditation, 106
action plan, 251, 252
administrative staff, 218-219
Age of Discontinuity, The (Peter
Drucker), 84
alignment of projects and organiza-
tion, xii—xiii
Apple, 98
Aristotle, on training and
habituation, 97
audience, in communications
management, 68-69
audits
of PMO performance, 202
project, 159-168
audit team, 162
authority of the PMO, 16, 86

balanced matrix structure, 27-29
Bank of America, 13
benefits of the PMO, 19-20, see also
Cost-Benefit Analysis
best practices
for project management, 74
training in, 99
Borland, 176
BPR (budget progress ratio), 151
brokers (knowledge harvesting), 93
Brown, James T., 83
budget metrics, 149-152, 170-172

budget progress ratio (BPR), 151
build vs. buy decision (information
systems), 175-181
build advantage in, 176-177
buy advantage in, 177
and customization of applications,
176
definition of, 175
disadvantages in, 177
factors in, 178-181
business case
for contracting vendors, 55
for project audit, 166
business environment, PMO in, 6
Business Plan, PMO, 229-233
business skills, 208

capability level of PMO, 31-37
as an independent department,
32-35
as the center of excellence, 32,
35-37
organizational factors in, 13
in a support role, 32, 33
careers within a PMO, 213-220
case study of, 216-217
in project management, 213-215
and staffing of the PMO, 214,
217-219
Center for Information Systems
Research (MIT Sloan School),
on project governance, xiii
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center of excellence, PMO as, 32,
35-37
centralized project management, 5,
6
certifications, 99, 100, 102, 106
challenges for PMOs, xii—xiii
change control, 76, 79
change management, 193-197
active leadership for, 195
steps in, 199-201
when creating a PMO, 35, 36
see also implementing a PMO
change management plan, 199-200
change register template, 238
charter, see PMO Charter
client KPIs, 202
coaching, 105, 107
communication channels, 26, 66-68
communication plan, 251, 253
communication(s)
for addressing resistance, 195-196
automated system facilitating, see
information systems for PMOs
with customers, 49, 50
design of structures for, 69
establishing the process for, 200
flow of, 64
preferred medium of, 69, 70
between Project Office and PMO,
75
of purpose for PMO integration,
199
with vendors, 59
communications department, 69, 70
communications management, 10,
63-71
audience in, 68-69
case study of, 65-66
communication channels in,
66-68
concept of, 63-64
in customer management, 46
PMO’s roles in, 69—70

project audit of, 167
in project management handbook,
76
strategy for, 70
communications skills, 208
competitive advantage
from knowledge management, 84
with a PMO, 185
as reason for training, 99
Compuware, 176
concept phase (gateway review),
136-137
consultation, establishing a process
for, 200
Contemporary Strategy Analysis
(Robert Grant), 112
continuous improvement, 70,
213-214
contractor management, see vendor
and contractor management
contracts, vendor

award of, 54
managing, 58-59
control

change, 76, 79
financial, 77
process for, 79
program, 153-157
in project management handbook,
76
of projects, 188, see also gateway
reviews
coordination of projects, xii, 7
Cost-Benefit Analysis, 17, 19-21
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