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Foreword

Can an organization ever achieve full maturity in its ability to consistently deliver successful programs and projects? Can an enterprise ever achieve perfection or near perfection in the planning and management of all its projects? These are not theoretical questions. What CEO does not want to maximize profits (or mission success), while reducing risks and maintaining the approval and support of key stakeholders, especially customers, investors, and shareholders? What C-level executive does not want her or his programs and projects to be completed successfully, ahead of schedule or under budget, by knowledgeable, experienced, and capable project managers? So are real maturity and near perfection for project-oriented organizations possible? Absolutely not! Not without effective governance.

Over the last two decades, we have seen the project management field grow from a set of applications and methods for managing large individual projects to a wide range of knowledge, skills, and technologies for managing multiple projects, programs, and portfolios of programs and projects. In his classic 1998 book, Winning in Business with Enterprise Project Management, Paul Dinsmore captured the important global trend of the 1990s, the organizing and managing of multiple projects within organizations with consistent enterprise-wide processes, systems, and techniques in order to increase efficiency and profitability.

Enterprise Project Management, or EPM as it came to be known, gave rise to the project management office (PMO), now globally recognized as a best practice for EPM and project-oriented organizations. These led in turn to a much greater focus on the investment and return on investment in professional project management education, training, qualifications, systems development, and process improvements. Many organizations failed in their attempts to implement successful EPM and PMOs, but many others succeeded, especially those with strong executive support, customer orientation, and global competition.

During the first decade of the twenty-first century, the role and importance of programs and projects in many organizations, industries, and economies increased dramatically. This has led in turn to first the awareness and then to the sometimes painful understanding that the success of many programs and projects can dictate the success or failure of the entire organization. The need to align programs and projects with organizational strategies and missions became obvious. The project portfolio management (PPM) approach was born and was rapidly embraced by industry and project management service and technology suppliers. In the last few years, the subject of organizational project management maturity has risen in visibility and importance, as enterprise-wide efficiency and performance in project-based organizations and industries have clearly been linked to the maturity of people and processes—all in the context of international project management standards and best practices.

These trends, of course, have been reflected and supported by project management professional organizations—AIPM (Australia), APM (United Kingdom), IPMA (European, now global), and PMI (based in the United States, but with 350,000 members worldwide)—with standards, certifications, courses, publications, and services. At the same time, a very robust marketplace for PPM software, consultants, and solution providers has also emerged. In fact, we have seen the project management professional field itself grow to embrace program and portfolio management and all of the issues and needs associated with those broader enterprise-wide topics.

But increased knowledge, qualifications, processes, skills, and experience are not enough. As the dot.com bubble of the late 1990s, then the corporate failures and associated scandals such as Enron and Société Générale a few years later, dramatically displayed, someone must be looking out for the stakeholders—the shareholders, investors, employees, and general public, in many cases. As corporate governance was overhauled in America and Europe by both governmental and industry regulators, the issue of governance of projects and project-oriented organizations was raised. Who was monitoring ethical behavior, executive and managerial competence, organizational risks, customer feedback, organizational maturity, and other important factors that can affect project, program, and organizational performance on behalf of the stakeholders?

As pointed out by the authors in Chapter 1, professional leaders in the United Kingdom recognized the need for the governance of project management early, with several important guides and several books published on the topic. Now, with Enterprise Project Governance, Paul Dinsmore and Luiz Rocha have created a framework for more organizations around the world to both understand the topic and implement critical governance processes and structures. This is an exciting development. Independent oversight and the use of outside program and project management experts have been favorite topics of mine, addressed in several editorial articles in recent years. And I personally favor the board-level governance option. But the authors have thoroughly researched the subject and have presented a wide range of important and useful steps that can be taken to improve enterprise performance.

Outstanding project performance is great. Project management maturity is a wonderful goal. Continuous improvement is important. But wouldn’t you also like to have someone checking the facts, looking at enterprise-wide issues, and identifying organizational risks, issues, and opportunities—especially in a global economy?

David L. Pells, PMI Fellow

Hon. Fellow APM (UK), PMA (India), SOVNET (Russia)

Managing Editor, PM World Today eJournal


Preface

This book evolved as part of a natural process. Some of our previous works were aimed at the basics of project management (AMA Handbook of Project Management1) and the people side of projects (Human Factors in Project Management2). A broader view of the world of projects was presented in Winning in Business with Enterprise Project Management3 and was later complemented by Creating the Project Office4 and Right Projects Done Right.5 Through our research and writings, the transformation of project management from a single-project focus to a full-scale organizational view became initially evident beginning in the 1990s and increasingly so in the early twenty-first century. That’s what brought us to elaborate the Enterprise Project Governance view, which provides a holistic framework for connecting all project-related components within an organization.

Enterprise Project Governance (EPG) is the outgrowth of the evolution of a profession known as project management. Scarcely recognized decades ago, project management expanded from a collection of techniques for controlling schedule, cost, and quality for single projects to embrace multiple projects including portfolios, programs, project offices, and issues of organizational governance.

Enterprise Project Governance encompasses an in-depth view into the broader organizational panorama of project management, representing the overarching umbrella under which the rest of the project components reside. We chose to focus on the governance side of projects because it represents an organizational frontier for boosting benefits in organizations. Although research has been done and publications exist on related topics, organizations still struggle with finding effective ways to govern the multiplicity of projects needed to survive and prosper in increasingly challenging times.

The book aims to show that governance issues affect the classic components of project management, including portfolios, stakeholders, programs, and support structures. The book’s scope includes all project-related factors in an organization and shows how a top-down governance structure is fundamental to ensure beneficial and healthy projects.

Target Audiences

The audiences for the book are as follows:

Board Members. Understanding the relationship between corporate governance and Enterprise Project Governance is fundamental for members of the board. Although board members generally focus on issues of auditing, compliance, risk, top management performance, and internal board affairs, a knowledge of EPG sheds fresh light on how the board can influence the implementation of strategic projects. CEO. Chief executive officers are charged with making things happen in organizations, which inevitably involves provoking change. Beneficial change takes place when a well-honed portfolio of projects is managed artfully across the organization. EPG offers the structure to ensure that those project benefits are reaped.

Other C-Level Executives. In general, all C-level executives are involved in the implementation of strategic projects to some degree. Chief project officer, chief risk officer, chief information officer, chief knowledge officer, chief financial officer, and chief operations officer are examples. PMO Managers. Managers of PMOs, ranging from project management offices, to portfolio management offices, to program management offices, stand to gain by perceiving the power of installing the umbrella of EPG to buttress the sundry components for managing a broad portfolio of projects successfully.

Middle Management. For managers and executives who find themselves in the flight path between corporate strategies and the implementation of multiple projects, the EPG concepts help put into context the need for governance-level policies related to projects, thus helping managers deal with the multitude of projects that make up their daily fare. Project Professionals. Managers and other project players often face the challenge of managing projects in an organization that is not prepared to provide adequate support. This book can be used as a guide for middle management and professionals, and concepts from the book can be channeled to upper management.

Academics and Consultants. Academics can tap the book, both as a research source and as recommended reading in business schools as a new twist in management based on solid technical principles. Consultants who are trying to convince clients to gear up for a more project-oriented world can draw from the documented sources given to support proposals and recommendations to clients.

How to Read This Book

Although everybody can read it for getting up-to-date on an important management trend, the book can be used as a framework for change in companies that are moving toward a more project-based organization. Other than the conventional cover-to-cover approach, which follows a theory-to-practice logic, other ways to read this book are available for the busy person who is looking for specifics. This means using the index to zero in on particular topics of interest. In addition, here are common areas of interest and the related chapters:

[image: image]  For executives interested in governance issues and how to integrate EPG into corporate governance policies, see Chapters 1, 2, 3, 6, 9, and 13.

[image: image]  For professionals challenged with managing multiple projects effectively, see Chapters 1, 2, 4, 5, 8, 9, and 12.

[image: image]  For those seeking the basics of project management, the recommended sequence is Chapters 1, 2, 5, and 9.

[image: image]  For those who are initiated in project management but who are unfamiliar with the principles of EPG, the path is Chapters 1, 2, 4, 5, 8, and 9.

Understanding the full scope of Enterprise Project Governance is essential for people who deal with projects, whether the view is from the board room, the executive suite, the project management office, the project war room, or the project trenches. All pieces of the project world are interconnected. Thus a holistic view helps all parties across the enterprise work toward systematically completing quality projects on time, within budget, and to the clients’ and users’ satisfaction. This across-the-board synergy, under the banner of EPG, makes a major contribution toward surpassing company goals.

Paul C. Dinsmore and Luiz Rocha
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CHAPTER
1
Introduction to Enterprise
Project Governance

Evolution affects everything—including projects and how projects are managed. Projects have existed since the beginning of humankind. Egypt’s Cheops, Leonardo da Vinci, and John F. Kennedy are some of the icons that have initiated or influenced the evolution of projects and their management. From its simplest form of running a single project, such as building a shelter from storms, to dealing with multiple and complex initiatives in ever-changing environments, such as high-tech space exploration, project management has broadened to a state of organizational entanglement that requires a rock-solid set of policies, structure, guidelines, and procedures. And the complexity is necessary if project managers are going to wrangle the plethora of projects that often butt heads at a stampede pace to achieve their desired goals.

Project management began from the intuitive logic of ancient architects and grew through successive stages of development that include these factors:

[image: image]  Single projects

[image: image]  Methodologies

[image: image]  Software

[image: image]  Multiple projects

[image: image]  Programs

[image: image]  Project portfolios

[image: image]  Project management office

[image: image]  Issues of governance

Thus the field of managing projects shows an ever broadening scope—from ad hoc, single-project approaches to a complex, all-encompassing view of portfolios, programs, and projects. This evolution peaks at the level of Enterprise Project Governance (EPG), the umbrella of policies and criteria that comprise the laws for the sundry components that make up the world of projects.

In real life, scenarios of governance in project management vary from free-flowing laissez-faire to formalized corporate PMO oversight. The typical ways project management is handled in organizations are:

1.  Laissez Faire (whatever will be will be). Projects are carried out as required using intuitive approaches or methodologies that vary from one project to another. Nobody knows how many projects are underway in the company or the status of all the projects.

2.  Departmental (territorial). Each department or area develops methodology and practice appropriate for that department. No cross-fertilization exists with other departments.

3.  PMOs, Project Management Offices (one or several). Some companies have multiple PMOs, either at different levels or in different regions. They are sometimes connected, but they often operate independently.

4.  Corporate-Level PMO (top-down oversight). Here, a chief project officer, a corporate project management office, or a strategic project management office cares for the implementation of strategic projects and for the overall project management practice in the company, including project portfolio management.

EPG goes a step further, proposing an all-encompassing approach to the management of projects across an enterprise, involving all players, including board members, CEO, other C-level executives, portfolio managers, PMO managers, and project managers. This book focuses on this overriding issue of Enterprise Project Governance and shows how the components of projects fit under its protective umbrella. The essence of EPG is explained in the answers to the following questions.

What is EPG anyway? Enterprise Project Governance is a framework residing under the umbrella of top management and corporate governance. It is aimed at ensuring the alignment of the corporate portfolio and its programs and projects with overall strategy, and that actions are proactively taken to confirm that everything stays on track ultimately to create value for the organization.

Why implement EPG? Enterprise Project Governance is designed to meet an urgent need: to find a way to deal intelligently and efficiently with the numerous projects and programs demanded by the marketplace, evolving technology, company stakeholders, regulatory agencies, and the quest to innovate. All of this is to be done with limited resources and at record-making speed. EPG presents an orderly and effective organizational approach for dealing with these critical issues.

Who are EPG stakeholders? Enterprise Project Governance stakeholders include initiators, change agents, and affected parties. An initiator might be a board member, the CEO, the CIO, other C-level executive, or an influential middle manager. Once the seeds are planted, active participation is required from change agents such as corporate PMO players, PMO members, IT (information technology) participants, and HR agents. The parties benefited include organizational stakeholders who need projects performed effectively and the professionals who deal directly or indirectly with projects.

When is it right to implement EPG? The conventional approach to deciding the right time is to do a size-up of the situation, using internal or external resources. A quick project management maturity assessment is helpful to understand the depth of knowledge and competency available in the organization. Answers to these questions also help evaluate the right time frame: What are the short-, mid-, and long-term benefits? Is the organization’s culture ready, or is more change management required first? Is the right leadership prepared to take on the task?

Where should EPG be implemented? Implementation of Enterprise Project Governance is facilitated in a fertile setting and surrounded by influential stakeholders. Let’s say a specific business unit has major challenges in implementing its projects and strong awareness among its executives. That is a good place to implement EPG. A ripe spot for initiating EPG is where a high-level champion of the cause resides and when a solid need for structuring projects exists.

How do you go about implementing EPG? Enterprise Project Governance can be implemented on sundry ways. How to proceed depends on such factors as the actual need, the existing culture, the presence of a champion, and a feasible plan for making the implementation. Initiative for promoting the EPG concept may start at different levels, such as with the board, CEO and executive team, or middle management, or at the professional level in a bottom-up approach. This book is aimed at providing examples and cases of what works and what doesn’t work in managing multiple projects and major strategic projects across an enterprise. The relationships between the components of EPG and the suggestions on how to implement EPG are shown in the list of abridged chapters at the end of this chapter.

Is a comprehensive EPG approach needed to achieve effective project management across the enterprise? Even though an orchestrated program under the EPG label stands the best chance of generating effective results on a timely basis, formal EPG is in reality an evolutionary approach involving different initiatives depending on each organizational setting.

A number of reasons justify using incremental approaches to upgrade the overall effectiveness of project management across the enterprise. Some of these are:

[image: image]  Minimal awareness in the organization about the impact that project management at all levels has on overall results.

[image: image]  A lack of a project management culture, including trained professionals and managers.

[image: image]  Insufficient sponsorship to champion the cause.

[image: image]  A lack of expertise in change management techniques.

When the scenario isn’t yet favorable for a formal program, partial initiatives are appropriate, such as:

1.  Intensifying training programs in the basics of project management.

2.  Stimulating the use of project management techniques across the enterprise in all areas including engineering, IT, R&D, new product development, marketing, and HR.

3.  Creating awareness at the executive level through the literature, benchmarking, and conferences.

4.  Identifying potential sponsors for a broader program.

5.  Stimulating the implementation and development of PMOs.

With these measures in place, an organization will be on its way to producing highly successful projects of all types across the enterprise.

When the scenarios are favorable, however, a comprehensive EPG program offers an accelerated, holistic, and integrated way to guarantee optimal project performance and boost overall organization results.

EPG and Corporate Governance

EPG evolved in part due to the cascading changes that affected overall corporate governance beginning in the 1990s. Pressures from the marketplace, governments, and regulatory agencies placed a disconcerting spotlight on company boards to ensure that decisions and corresponding actions are fully traceable from the top down. Because a major part of organizational survival depends on new projects, EPG adds a measure of traceability and corresponding accountability to the basics of corporate governance.

The increasing focus on corporate governance can be traced to the stock market collapse of the late 1980s, which precipitated numerous corporate failures through the early 1990s. The concept started becoming more visible in 1999 when the Organization for Economic Co-operation and Development (OECD) released its Principles of Corporate Governance.1 Since then, over 35 codes or statements of principles on corporate governance have been issued in OECD countries.

In 2001 and 2002, high-profile corporate failures plagued major institutions. In the United States, Enron, WorldCom, Xerox, AOL Time Warner, Tyco, and Arthur Andersen were in deep trouble. In Europe, the same happened with Ahold, Bertelsmann, Vivendi, SK Corporation, Elf-Aquitaine, Londis, and Parmalat. The scandals in the United States led to the refinement of existing corporate governance aimed at protecting investors by improving the accuracy and reliability of corporate disclosures. The Sarbanes-Oxley Act of 20022 (SOX) is legislation enacted in response to protect shareholders and the general public from accounting errors and fraudulent practices in the enterprise. In the United Kingdom, in 2003, the Higgs Report3 zeroed in on the same critical issues.

Corporate governance emerged from the shadows of boardrooms and is in common use, not just in companies but also in the public sector, charities, and universities. The phrase has become shorthand for the way an organization is run and is classically composed of committees charged with responsibility for regulatory compliance, auditing, business risk, hiring and firing the CEO, and the administration of the board of directors’ activities. The demand of shareholders and other stakeholders for good governance is strong and continuing. The evolution of corporate governance was prompted by cycles of scandals, followed by reactive corporate reforms and government regulations intended to improve the practice. Investors, unions, government, and assorted pressure groups are increasingly likely to condemn businesses that fail to follow the rules of good practice.

Corporate governance also serves to enhance organizational performance by establishing and maintaining a corporate culture that motivates directors, managers, and entrepreneurs to maximize project-based and operational efficiency, thereby ensuring returns on investment and long-term productivity growth. To that end, boards may also include additional committees for topics like research, ethics, and portfolios. Other high-priority themes, such as strategic projects, special events, and programs, may be included in board-level committees, but generally these are delegated to the organization under the guidance of the CEO.

Currently, there is no evidence of a universal set of corporate governance principles applicable to all countries and their organizations. However, corporate governance guidelines produced by OECD encourage the application of good corporate governance as a precondition for international loans to governments for financial sector and other structural reforms, as well as equity investment and bank loans to large companies. Although the pressure is currently on listed companies to make transparent their corporate governance principles, this requirement is likely to be extended not only to all listed companies, but also to other privately and publicly owned companies and organizations that want to use money from others.

Although there is a need to increase the overseeing of governance structures, this is not an easy task. As mentioned by James Wolfensohn,4 former president of World Bank:

a number of high profile failures in 2001–2002 have brought a renewed focus on corporate governance, bringing the topic to a broader audience … the basic principles are the same everywhere: fairness, transparency, accountability, and responsibility. These are minimum standards that provide legitimacy in the corporation, reduce vulnerability to financial crisis, and broaden and deepen access to capital. However, applying these standards across a wide variety of legal, economic, and social systems is not easy. Capacity is often weak, vested interests prevail, and incentives are uncertain.

The high visibility heaped on corporate governance, sparked by the scandals at the beginning of the twenty-first century, brought attention to lacking governance policies in more specific disciplines. In the early 1990s, information technology executives perceived a crying need to put order into the then chaotic industry. Various programs and standards were developed, such that IT governance has become a solid cornerstone of the profession. (Details about IT governance are given in Chapter 11.) After the turn of the century, a similar need became evident in the burgeoning field of project management. The evolution has been from the management of single projects to multiple projects and then to the development of project management offices, corporate project management offices, and chief project officers. To gather all this under one governing roof, Enterprise Project Governance is making the scene.

From Corporate Governance to Enterprise Project Governance

Enterprise Project Governance helps fill the voids left in loosely woven corporate governance policies, primarily with respect to transparency, accountability, and responsibility. Effective EPG ensures that corporate initiatives and endeavors are appropriately defined with respect to policies and accountability.

More importantly, EPG is a natural evolution in organizations that wrestle with countless demands for new projects to be completed within tightened time frames, at lower cost, and with fewer resources. Indeed the pressures from faulty corporate governance have influenced companies’ trends to include EPG policies, but in fact the need for EPG is simultaneously becoming apparent as the world becomes increasingly projectized, with more and more projects clamoring for attention. The demand to undertake, manage, and complete multiple projects creates a need to provide greater governance and structure. Whereas corporate governance also includes the concerns of the ongoing organization with its status quo activities and operational issues, EPG focuses on new and changing factors, thus on the projectized parts of organizations.

The book provides definitions and insights regarding the essence, variations, and myriad subtleties of EPG. Capsule summaries of each chapter follow:

Chapter 2: The Essence of Enterprise Project Governance. The need for the integration of projects with the business environment led the Association for Project Management in the United Kingdom to spotlight the need for improved project governance. This concept evolved to a broader view that encompasses portfolios and programs and that is called Enterprise Project Governance. It is a framework extending from corporate governance with a set of principles and key components: strategic alignment, risk management, portfolio management, organization and stakeholder management, performance evaluation, and business transformation.

Chapter 3: Linking Strategy to Portfolio. Related yet unique worlds hold in balance the essence of an organization’s success. The first world, one of strategy and direction, is populated by business strategists whose calling is to divine the future and develop a winning business strategy. The second, related to translating intentions into results, is dominated by project managers obsessed with getting things done. Each looks at the world through different lenses. Since gaps exist between the responsibilities and the mind-sets of the key players, challenges in communications are commonplace. An effective strategy is designed to surround, permeate, and guide daily business. Therefore, major alignment is called for, aimed at dealing with the fuzzy area that lies between strategic planning and project implementation and in which roles and responsibilities may be unclear and communications and relationships equally opaque.

Chapter 4: Risk Management: Dealing with Uncertainty. Using the ISO 31000 risk standard definition that risk is “the effect of uncertainty on objectives,” it becomes possible to relate risks to the different levels of objectives: strategic, tactical, and operational. The outputs from successful risk management include compliance with applicable governance requirements, assurance to stakeholders regarding the management of risk, and enhanced decision making. External reports may be produced in response to mandatory requirements, such as Sarbanes-Oxley, or to provide external assurance that risks have been adequately managed. These outputs improve the efficiency of operations, the effectiveness of tactics through the articulation of a portfolio of programs and projects, and the efficacy of the organization’s strategy.

Chapter 5: Project Portfolio Management: The Right Combination of Right Projects. Modern organizations are dynamic, turbulent, living organisms. They call for new ways to bring order to the demands imposed by the topsy-turvy times. Projects organized and managed under a portfolio with defined criteria and priorities represent a solution to this challenge. Although organizations still possess numerous operational activities to be managed, the future of companies depends on the content and successful management of their portfolio of projects. New projects are the key to staying ahead of the survival curve and to ensuring an organization’s growth and prosperity. This is why project portfolio management is an essential component of Enterprise Project Governance.

Chapter 6: Turning Strategy into Reality. Once the portfolio is aligned with company strategies, focus turns to making projects transform strategies into the desired results. This means that each project must meet its goals as chartered and that the project portfolio is balanced and implemented in the proper order and sequence. Here, basic project management comes into play in order to make sure that projects produce the benefits prescribed and that the relationships among projects continue to be complementary. Attention to the overall balance of project portfolios is required to ensure that strategies do indeed become reality.

Chapter 7: Organizing for Enterprise Project Governance. The interface between business strategists (upper management and business planners) and the implementers (program and project managers) requires organization and structure in order to put into practice project governance policies and sort out the challenges of managing a multitude of projects competing for scarce resources across the enterprise. Three groups of stakeholders influence the way EPG is structured and manifests itself in organizations. A board committee may lay out generic EPG policies as guidelines for the organization. Or it may prefer simply to comply with corporate regulatory requirements and leave the essence of EPG to the executive level under the CEO. In this setting, the CEO may elect to delegate responsibility to executives in specific business units or heads of major departments.

Chapter 8: Stakeholder Management and the Pivotal Role of the Sponsor. Stakeholder management deals with interfacing issues such as power, politics, and influence; therefore it is highly relevant to EPG. Special interests, hidden agendas, and interpersonal conflicts also come into play in stakeholder management, so a structured approach for dealing with these people issues becomes relevant. The sponsor provides a connection between the formal organization and the projects designed to carry out company strategies. This crucial role is normally taken on by senior executives because experienced top managers are likely to have credibility to interact effectively with other executives on the impact of projects with competing strategic issues.

Chapter 9: EPG Performance: Beyond Time, Cost, and Quality. Billions of dollars go to waste annually when projects fail to deliver what is expected or when projects are aborted due to faulty strategizing or unexpected swings in the economy. Such waste includes the time and effort expended to make a project produce, as well as the cost of lost opportunity. Businesses continue to expand the number of projects in spite of constrained resources. As projects become more complex, enterprises are tasked to deal with conflicting objectives and shorter delivery cycle times. In this environment, executing projects successfully is a key business requirement. Avoiding the project pitfalls discussed in this chapter will help corporations navigate the challenges and better position their projects for success.

Chapter 10: EPG in Mega Projects, Joint Ventures, and Alliances. Compared to their counterparts in the past, twenty-first century projects are bigger, more complex, and more ambiguous, and they require a closer focus on integration to deal with the growing number of interfaces. Great flexibility and a tenacity to deliver in the face of unknown obstacles and difficulties are also required, along with skills to manage the surge in interconnections and interdependencies. Traditional project management tools and techniques, while still necessary, are insufficient to guide the most complex of projects through to delivery on time and within cost and performance targets. Different approaches for Enterprise Project Governance are applicable for different types of projects and stages in project life cycles. This is particularly true for mega projects and joint ventures. Specific governance policies are required for each project, since multiple partners are involved. One way of dealing with these projects is called alliancing, which is a form of collaborative contracting based on the concepts of collaboration, transparency, and mutual trust between the owner and contracting parties.

Chapter 11: EPG for Different Types of Projects. Certain industries have peculiarities and require special governance approaches. Examples are given for information technology (IT), for research and development (R&D), and for organizational change programs. Governance in IT projects came into focus in the early 1990s, when executives identified the need to align these projects with corporate direction. After early failures, major advances have been made in the organization and governance of IT projects. R&D projects have points in common with IT endeavors. The final product for both types of projects is rarely perfectly clear, and the pathway for arriving at a final result invariably contains twists and turns. R&D efforts range from process improvement to new product development to breakthrough discoveries. These projects are challenging because by definition, researchers don’t know in advance exactly how to achieve the desired results. Organizational change programs face the political scenario and behavioral issues of such ventures, as well as the resulting challenges for leadership. Project management skills are essential, yet these must be coupled with business experience and knowledgeable sponsorship.

Chapter 12: The EPG Plan: A Roadmap to Transformation and Success. An EPG plan maps out a journey between a point of departure, with tollgates along the way, to a destination—a vision of success in the future where a transformed state is expected. The plan outlines steps for implementing an overall governance of portfolios, programs, and projects through direction, control, assurance, and support by people across the organization’s strategic, tactical, and operational layers. The resulting deliverables of this plan become a guide to consolidating the policies, standards, and lessons learned resulting from the implementation of the actions involving the EPG framework. Three cases are presented in the chapter, each referring to specific situations. EPG deals with people and changing the culture of an organization. The examples outlined are suitable for application in an array of companies and organizations, and they may be used as a basis for new EPG plans.

Chapter 13: Challenges and Roadblocks. Challenges are bound to appear along the pathway to EPG. Challenges to overcome include the justification factor, the motivation for change, and how to organize and prepare people. To get around roadblocks, displaying the facts is not enough because organizational change is strongly affected by other factors, such as tradition, opinions, and politics. Ways to prevent potential challenges involve situational analysis and planning and implementing a customized change program. Corrective approaches to unexpected roadblocks include backtracking, reanalysis, and replanning. The individual components of EPG, such as project portfolio management, program management, PMOs, and management of individual projects, are often implemented independently from EPG, and they also present challenges and roadblocks that ultimately have impacts on the effort to institute project management seamlessly across the enterprise.

Conclusions

Project management began with the intuitive logic of ancient architects and evolved through successive stages of development: single projects, methodologies, software, multiple projects, programs, project portfolios, project management offices, and issues of governance. So the view of project management has broadened over the years. This view has evolved to the level of project governance, which is the umbrella of policies and criteria that comprise the laws for the components of the world of projects.

EPG has evolved in part due to the dynamic changes that have affected overall corporate governance beginning in the 1990s. Pressures from the marketplace, governments, and regulatory agencies have placed a disconcerting spotlight on company boards to ensure that decisions and corresponding actions are fully traceable from the top down. Since a major part of organizational survival depends on new projects, EPG adds that measure of traceability and corresponding accountability to the basics of corporate governance.


CHAPTER
2
The Essence of Enterprise
Project Governance

The challenge for organizations that rely on projects, programs, and portfolios to instigate change and to grow value is monumental. It calls for moving from ad hoc execution to an integrated, robust, repeatable, and auditable system aimed at increasing the predictability of an organization’s future state. When these requirements are combined with the enhanced expectations of stakeholders, a significant requirement for such robust, predictable, and auditable processes emerges.

Enterprise Project Governance resides under the umbrella of top management and corporate governance. It is about ensuring that projects are aligned with overall strategy, are balanced with respect to corporate priorities, and succeed by establishing a well-defined approach that all parties understand and agree to. The approach must be followed throughout the life cycle of portfolios, programs, and projects, and progress must be measured and actions proactively taken to confirm that everything stays on track and that the agreed benefits, products, or services are delivered.

Part of this development can be found within corporate governance circles and may be seen as a different way of connecting projects to their parent organization, the owner, or the financing party. In addition, some countries, such as the United Kingdom and Norway, place an increasing focus on the role of government in public investment. International organizations, such as the World Bank, and professional project management associations have developed governance frameworks aimed at defining how to improve the initiation and execution of projects through control and support. Four pertinent views from some international organizations on the governance of project management are discussed next.

Association for Project Management

The need for greater integration of projects with the business environment in which they exist led the Association for Project Management (APM) in the United Kingdom to produce the document “Directing Change—A Guide to the Governance of Project Management.”1 The publication describes the principles of effective project governance and the information a board needs to be confident that the organization’s projects are managed in accordance with the governing principles. Organizations striving for project success are encouraged to lift their perspectives beyond the delivery of the project itself and onto the broader issues of the project’s benefits and effects on the business.

According to the document, four governance areas enable the achievement of the principles outlined:

1.  Portfolio direction is concerned with ensuring that the project portfolio is aligned with the organization’s objectives, including profitability, customer service, reputation, and sustainability.

2.  Project sponsorship is the effective linkage between senior management and the management of the project. At its heart is leadership and decision making for the benefit of achieving the project objectives. It is the communication route through which project managers report progress and issues upward to the board and obtain authority and decisions on issues affecting their project. It owns the business case and is responsible for ensuring that the intended benefits become the project objectives and are delivered accordingly.


The APM publication lays out the principles of effective project governance:

[image: image]  The board has overall responsibility for the governance of project management.

[image: image]  The roles, responsibilities, and performance criteria for the governance of project management are clearly defined.

[image: image]  Disciplined governance arrangements, supported by appropriate methods and controls, are applied throughout the project life cycle.

[image: image]  A coherent and supportive relationship is demonstrated between the overall business strategy and the project portfolio.

[image: image]  All projects have an approved plan containing authorization points at which the business case is reviewed and approved. Decisions made at authorization points are recorded and communicated.

[image: image]  Members of delegated authorization bodies have sufficient representation, competence, authority, and resources to enable them to make appropriate decisions.

[image: image]  The project business case is supported by relevant and realistic information that provides a reliable basis for making authorization decisions.

[image: image]  The board or its delegated agents decide when independent scrutiny of projects and project management systems is required, and implement such scrutiny accordingly.

[image: image]  There are clearly defined criteria for reporting project status and for the escalation of risks and issues to the levels required by the organization.

[image: image]  The organization fosters a culture of improvement and of frank internal disclosure of project information.

[image: image]  Project stakeholders are engaged at a level that is commensurate with their importance to the organization and in a manner that fosters trust.



3. Project management addresses the capability and competence of the teams assigned to the management of projects, the appropriateness of the levels of decision-making authority delegated to project teams, and their ability to deliver the project objectives. Team capability is about the competence of the people involved at all levels, the resources they have available to perform their roles, and the processes or management systems they are able to deploy in fulfilling their function.

4.  Disclosure and reporting in an open and honest environment is paramount for effective reporting. What is reported is to be open, honest, efficient, timely, relevant, and reliable. When disclosure and reporting are poor and ineffective, there is inevitably weak project sponsorship and project management because this component is the most reliant on the culture of the organization.

Project Management Institute

Working from another angle of effective project governance, the Project Management Institute (PMI) developed an integrated set of foundational standards addressing the processes required to manage projects, programs, and portfolios and one focusing on the project maturity of organizations. The component standards are A Guide to the Project Management Body of Knowledge, The Standard for Program Management, and The Standard for Portfolio Management, while the Organizational Project Management Maturity Model (OPM3) covers the management of projects on a broader scale.

According to PMI, the OPM32 standard is designed to provide benefits to organizations and senior management, such as:

[image: image]  Strengthening the link between strategy and execution, so that project outcomes are predictable.

[image: image]  Providing best practices to support the implementation of organizational strategy through projects.

[image: image]  Offering a basis from which organizations can make improvement in their project management processes.

The standard acknowledges that corporate governance is the force that drives the realization of strategies through portfolios, programs, and projects. If an organization correctly understands the complementarities between corporate governance, strategy execution, and project portfolio management, then it can successfully pursue its strategic goals.

Office of Government and Commerce

Another organization with a strong focus on project governance is the Office of Government and Commerce (OGC), a department within the U.K. government with a remit to help public sector organizations gain better value from procurements and deliver improved success from programs and projects. OGC is the owner of PRINCE2, a well-known methodology for project development, and the IT best-practice framework ITIL.

OGC also has a Portfolio, Programme and Project Management Maturity Model3 (P3M3). The standard describes the portfolio-, program-, and project-related activities within seven perspectives (management control, benefits management, financial management, stakeholder management, risk management, corporate governance, and resource management) addressing governance issues that correlate to improved performance at five levels (recognition, repeatable, defined, managed, optimized). Knowing the positioning level of each perspective helps determine what actions to target.

International Organization for Standardization

The ISO 21500, Guidance on Project Management,4 is intended to provide orientation for the needs and effects of projects in organizations. The standard, launched by the International Organization for Standardization (ISO), is not for accreditation but for guidance purposes only, providing organizations with a solid baseline from which to evaluate the development of projects; it incorporates the work of several national standards. However, the most significant value is the establishment of a global, common understandable guideline from which the principles of project management can be further developed and refined across each national standard organization, toward the overall improvement of project performance.

The ISO norm recognizes that projects usually exist within a larger context, that they are often the means to accomplish strategic goals, and that the creation of required project deliverables contribute to the achievement of benefits associated with those goals. It also considers that project governance is concerned with those areas of corporate governance specifically related to project activities, including such aspects as defining the management structure; the policies, processes, and methodologies to be used; limits of authority for decision making; stakeholder responsibilities and accountabilities; and interactions such as reporting and the escalation of issues or risks. The responsibility for maintaining the appropriate governance of a project is commonly assigned either to the project sponsor or to a project steering committee.

…

These four views are congruent with the definitions of EPG and its components as presented in this book. Indeed, they reinforce the need for a framework such as EPG with the objective of successfully creating a governance structure for overseeing the pathway from strategy to value creation.

Two Schools on Enterprise Project Governance

The first school (board-sponsored EPG) is based on logic proposed by organizations having knowledge and connections with the field of project management. Here, Enterprise Project Governance extends the principles of corporate governance and the ones considered by APM, PMI, OGC, and ISO 21500 into the management of projects through governance structures and oversight at a business level. It aims at guaranteeing that programs and projects are delivered effectively and efficiently or are cancelled when appropriate. Under the school of board-sponsored EPG, the board establishes a related committee such as strategic planning, special projects, or EPG itself to provide input and oversight for enterprise-wide ventures.

Many boards, however, concentrate only on broad issues related to business ethics, risks, auditing, CEO succession, and internal board administration. All other subjects are handled by the permanent executive staff under the leadership of the CEO. So, although the second school (CEO-sponsored EPG) is similar in concept to the first, in this case, the board delegates full responsibility to the CEO and executive committee. Therefore, the board provides no input or oversight to projects in the enterprise. Enterprise Project Governance takes place fully within the scope of the company’s full-time professional leadership. Policies, structures, and procedures for EPG are therefore developed under the umbrella of the CEO and C-level colleagues, and delegated to appropriate levels within the organization.

Air Navigation and EPG

Air navigation provides an easy analogy for understanding Enterprise Project Governance. Airways Corporation of New Zealand Limited is a public company, controlling over a million aircraft movements a year, whose shareholders are the Minister for State-Owned Enterprises and the Minister of Finance. The vision of Airways is to be a key player in global air navigation services by demonstrating world’s best practices. For Airways, each airplane, as shown in Exhibit 2-1, is controlled by its flight crew, yet has to follow the orders of overseeing governing structures, including:

[image: image]  Air Traffic Control. Primarily the separation of aircrafts in flight, to standards determined by the Civil Aviation Authority in New Zealand, using radar or other means.

[image: image]  Air Traffic Management. The management of aircraft in flight to maximize access to the most efficient flight paths as determined by the customer, limited only by the constraints of safe delivery of an Air Traffic Control service.

[image: image]  Navigation Services. The navigation infrastructure and supporting services used by aircraft to navigate.

Airways’ Vision 20155 outlines the expectations, deliverables, and benefits of adopting an enterprise portfolio management approach to meet the future air traffic management requirements in New Zealand. This Vision is built on the work of industry-driven project teams involving Airways New Zealand, the New Zealand Civil Aviation Authority, and aviation group representatives including the airlines, the military, and aviation interest groups. The Vision is influenced by and linked to a number of other planning initiatives within New Zealand and overseas. In addition, the approach taken considers the complex interprogram relationships not only in air traffic management, but also in the ground infrastructure and aircraft equipage.

[image: image]

Exhibit 2-1. Flight Phases from Preflight to Arrival

Airways New Zealand provides a good analogy for the application of EPG. Time and effort are needed at the highest levels in an organization for the project governance arrangements to function correctly and provide stakeholders with confidence in the arrangements. The project governance structure also serves as a reference document for independent project reviews. The Vision, for example, highlights key authorization points and ties these in with the schedule of governance meetings and other stakeholders’ engagement points.

Enterprise Project Governance Principles

The air navigation analogy provides a background reference for principles essential for good EPG. Here are six key principles:

1.  Identify a single point of accountability. Identify the persons accountable for the success of the portfolio, programs, and projects. Equally, all personnel involved in the project governance structure need to know what they are accountable and responsible for. Accountability cannot be shared—more than one person, or a committee, cannot be held accountable for the success of a project—or delegated. Without a single point of accountability, projects lack clear authority because the validity of any decision is questionable since the authority behind the decision has not been established. In the case of overall EPG, responsible parties might be the CEO, CPO, and head of CPMO.

2.  Ensure that Enterprise Project Governance is value focused. The focus on value creation is guaranteed by the EPG structure that considers three decision layers:

[image: image]  Strategic Decisions—What? Strategic decision making creates the forward thrust in the business. Corporations often capture their overall business strategy in a statement of intent, and it’s an excellent term for describing strategic decision making. Failure to examine the big picture can lead to stagnation in the business and an inability to move forward.

[image: image]  Tactical Decisions—How? Tactical decisions involve the establishment of key initiatives to achieve the overall strategy. This layer of decision making can sometimes be overlooked, yet it is the glue that creates a strong connection between long-term vision and day-to-day activities.

[image: image]  Operational Decisions—How will we deploy resources? Operational decisions determine how activities actually get done. They are the grassroots decisions about who is going to do what and when. Operational decisions are often made in real time and are the result of needing to make quick adjustments or changes to achieve the desired outcome.

3.  Separate EPG and Corporate Governance. EPG and corporate governance are complementary, yet require separation in order to reduce the number of project decision nodes because decision paths will not normally follow the organizational line of command.

4.  Separate Stakeholder Management and Decisions. Stakeholder management and project decision making are separate functions and call for separate forums to be addressed. When the two are confused, decision-making forums become clogged with stakeholders, resulting in labored decision making. While many people may need to be aware of a project and have input into shaping it, not everyone needs to participate in each project decision. Achieving separation reduces the number of people required in project decision forums while maintaining the essential input provided by key stakeholders. Effective stakeholder management is essential for the success of any project. Supporting the needs of stakeholders requires establishing communication channels and developing reporting frameworks. Stakeholders need the opportunity to have their issues and concerns raised and addressed. These tasks can, however, be done separately to the function of decision making.

5.  Timely Decision Making. Timely decisions, accurately communicated, are essential for project momentum, and such decisions must be capable of being implemented. Particularly at some stages, the ability of the project governance arrangements to resolve complex issues, some of which will have conflicting requirements that will need trade-offs and compromises, is fundamental for the progress of the project.

6.  Control and Communication of Information. This requirement ensures that the project is where it should be, that the key work streams are visible, and that any formal disclosure requirements are made.

Exhibit 2-2 shows that EPG is separate from governance of operations and linked to the strategy that guarantees projects and program alignment and the capture of the desired benefits leading to value creation.

Actively managing such a framework is complex and is strongly impacted by external events and changing conditions. Therefore, an effective set of governance functions is essential to provide the means to identify, assess, and respond to internal and external events and changes by adjusting portfolio, program, and project components. A poor governance structure will be in a continuously reactive state, constantly struggling to catch up with an ever changing panorama.

[image: image]

Exhibit 2-2. Relationship of EPG to Corporate Governance, Projects, and Operations

Key Components of Enterprise Project Governance

In fulfilling the EPG role, key activities for project sponsors and steering committee members to address are:

[image: image]  Strategic Alignment

[image: image]  Risk Management

[image: image]  Portfolio Management

[image: image]  Organization

[image: image]  Stakeholder Management

[image: image]  Performance Evaluation

[image: image]  Business Transformation

Implementing project governance requires a framework based on these major components, as presented in Exhibit 2-3.

Strategic Alignment

A responsibility of EPG is to ensure that projects are consistent with company strategies and goals and that the projects are implemented productively and effectively. All investment activities are subject to the governance process in that they need to be resourced and financed adequately. For mandatory projects, the decision is not whether to undertake the project but how to manage it in order to meet the required standard with minimum risk. For discretionary projects, there needs to be more focus on the go/no-go decision and whether the project supports the strategic objectives and whether the investment gives the best value compared to other alternatives.

Risk Management

Risk management is a systematic process of identifying and assessing company risks and taking actions to protect a company against them. Companies need risk management to analyze possible risks in order to balance potential gains against potential losses and avoid expensive mistakes. Risk management is best used as a preventive measure rather than as a reactive measure. Managing risk in an integrated way can mean everything from using financial instruments to managing specific financial exposures, from effectively responding to rapid changes in the organizational environment to reacting to natural disasters and political instability.

[image: image]

Exhibit 2-3. Components of EPG

Portfolio Management

The project portfolio provides a big-picture view. It enables managers to become aware of all of the individual projects in the portfolio and provides a deeper understanding of the collection as a whole. It facilitates sensible sorting, adding, and removing projects from the collection. A single project inventory can be constructed containing all the organization’s ongoing and proposed projects. Alternatively, multiple project inventories can be created representing project portfolios for different departments, programs, or businesses. Since project portfolio management can be conducted at any level, the choice of one portfolio versus many depends on the size of the organization, its structure, and the nature and interrelationships among the projects being conducted.

Organization

Effective governance starts with leadership, commitment, and support from the top. However, such leadership, while crucial, is not enough. Appropriate organizational structure and the roles and responsibilities for all participants are required. There are three main organizational components to EPG: executive leadership, the portfolio management team, and the program and project managers. To be effective, the individuals who direct and those who oversee governance activities must be organized, and their contributions must be modeled to ensure that authority and decision making has a clear source, that the work of management and oversight is efficient, and that the needs for direction and decisions are all addressed. The bulk of Enterprise Project Governance work is carried out by committees and, for many organizations, multiple committees work at different levels. The committees used depend on organizational structures, culture, and other issues; not all organizations will employ all of these committees at the same time. EPG is a collaborative process, and there must be a healthy mix of corporate, business units, and support services.

Stakeholder Management

In every undertaking, there are parties with a vested interest in the activities and results of the project. These parties are called stakeholders: individuals with some kind of stake, claim, share, or interest in the activities and results of the project. Identifying stakeholders early on leads to better stakeholder management throughout the project.

All people have expectations that drive the way they interact. Expectations reflect their vision of a future state or action; many of their expectations are unstated but critical to the project’s success. Understanding these expectations and responding to them is an art, and expectation management is useful in any area in which human beings must collaborate effectively to achieve a shared result. Failure to recognize that people are bound to have positive and negative reactions will only result in disaster.

Most stakeholders have interests outside the project. They will not be effective in supporting the project’s delivery unless they are accurately and currently informed about the progress of a project and consulted on the challenges it is facing. One of the aims of project governance is to build a common sense of ownership of the project, such as by informing and listening and by creating an environment of trust between the dedicated project delivery team and the wider stakeholder community.

Performance Evaluation

For EPG to be effective, it has to be measured and its performance monitored on a periodic and ongoing basis to ensure that it contributes to business objectives while being effective and responsive to the changing environment. Typically, performance is evaluated during execution and, quite often, it is forgotten after the product or service is delivered.

Business Transformation

Business transformation should be a continuous process, essential to any organization in implementing its business strategy and achieving its vision. It is an ongoing requirement because vision and strategy always need adapting and refining as changing economic influences make their impact. Business agility, or the ability to achieve business transformation, is therefore a true measure of both management and corporate success and, as such, must be considered on the EPG structure. Developing the internal capability for change management is an essential step in assuring the successful implementation of any change project. Establishing change capability enables clients to continue optimizing performance in response to changing service demands and new strategic drivers.

The components of EPG, however, do not operate in a vacuum. They are part of a larger context as illustrated in Exhibit 2-4.

[image: image]

Exhibit 2-4. The Big Picture

The Case of Metronet

The U.K. government announced in March 1998 that it would create a publicly owned operating company, London Underground Limited (LUL), with responsibility for running trains and stations and for setting fares. Three new companies, owned and operated by the private sector, would be responsible for maintaining and improving infrastructure such as stations, trains, track, and signaling under public private partnership (PPP) contracts with London Underground.6

Since London Underground transported around a billion passengers per year, the government planned to enhance oversight by separating operations from infrastructure improvements and maintenance, under three separate 30-year PPP contracts funded by the government.

In 2003, the consortium Metronet won two of the three contracts for upgrading and maintaining two-thirds of the lines. As shown in Exhibit 2-5, Metronet had five shareholders who formed the board and who were also the suppliers responsible for delivering the contracts. A subsidiary, Trans4m, composed of four of the five shareholders, was created to carry out station renovations. The organization created had the power to charge bills to Metronet and to reject penalties for failure because the members were also on the board. The result was a cumbersome decision process with conflicting interests, poorly aligned with the objectives of the consortium. The suppliers-shareholders in charge of the work provided inadequate cost information to the executive management, making it difficult to monitor costs and maintain sound communication with London Underground. The poorly documented performance and cost information also hindered the development of substantiated requests for claims.

[image: image]

Exhibit 2-5. Metronet’s Governance Structure

By March 2006, Metronet was well behind schedule with 11 stations renovated and 44 kilometers of track remodeled of the originally planned 35 stations and 69 kilometers of track. The PPP arbiter in the annual review indicated that the organization and contractual relationships were unsatisfactory and that contracts outside the internal Metronet supply chain should be awarded through competitive tender. But it was already too late to fix something that started wrong since its inception. Metronet ran out of cash and entered third-party administration in July 2007. In May 2008, Metronet was taken over by Transport of London, a governmental agency.

Given that Metronet was an organization assembled specifically for the purpose of developing and delivering a number of projects, failure in adequately structuring and implementing an effective EPG was a major cause for its downfall.

Conclusions

Enterprise Project Governance offers a transformational route for organizations striving to deliver strategy through improved oversight of portfolios, projects, and programs. The discipline of EPG ensures that portfolios and programs are composed of the right projects and that the best resources are available to manage them. When EPG’s multiple components are successfully coordinated and integrated, the optimal combination of the right projects are completed as planned, thus ensuring growth and prosperity. Corporate governance is the umbrella held by the board under which the CEO and executive teams implement a portfolio of projects and programs that produces the desired benefits. EPG is the bridge that spans the gap between an organization’s best of intentions and actual goals achieved.
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