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Rationale

As the organization grows in size and complexity, new capabilities are needed to
manage risk and ensure successful implementation of programs and initiatives.
Centralization of these new capabilities offers several benefits:

¥ Proper resource allocation across the company and the highest and best use of
investment dollars and people.

¥ Reduced risk as the business scales - in terms of very large project execution and/or
the risk of implementing many smaller initiatives at the same time.

¥ Consistent and efficient management processes, transparent decision criteria and
enterprise level performance management.

Best Practices

Benchmarking identified four major best practices (®°MBPO: Connors, Greenblat and
Blechman) for successful execution of growth initiatives and building new capabilities.
Benchmarking and interviews were conducted with the following organizations and
sources:

TQM Companies: McKesson, United Healthcare, Wellmark, American Skandia, Charles
Schwab, Dell, GE Consumer Finance, GE Insurance, Nike

Non-TQM Companies: Citigroup, Hewlett-Packard, Premera

Leading Sources: International Journal of Project Management, Project Management
Institute (PMI), Gartner Group, Center for Business Practices, Project Management
Benchmarking Forum, Wellmark P Six Sigma Case Study

BP 1 - Best practice companies support project teams with a center of excellence/PMO
concept when complexity and risk requires it. For example when:

¥ Growth and building of new capabilities are underway

¥ A small number of major, Obet the farmO, implementations are planned

¥ The history of execution is not strong, and the need for active performance
management is high

BP 2 - The best companies implement flexible OTQMO type methodologies to enhance
execution capabilities and drive benefits b defined, driven and encouraged by a PMO
structure with the following features:

Flexible methodology but with rigor adjusted for risk and business impact
Benefits tracking and approval funding gates

Project personnel trained on the methodology

Transparent performance tracking b enterprise wide
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BP 3 - Leading companies assign project managers to the business unit and give them
responsibility from execution through benefits realization.

¥ Project managers drive execution, benefits realization and report into the relevant
business unit
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¥ An executive from the business unit is accountable for integration with existing
operations and benefits delivery

¥ Structure and working agreements ensure Finance, HR and IT are involved at the
right time

BP 4 - Leading companies identified getting the “right” people as the most important
aspect of successful initiative execution.

¥ Highest and best use of talent — the best implementers are assigned to the most
challenging initiatives

¥ Recruiting and development are performed according to objective career, skill and
experience standards

It takes years to build new capabilities to best practice level — however, much can be
done in the first year. You should consider how best to define your own roadmap and
timing — given business needs and resource availability. At a minimum, the best
practices scan creates a sense of a possible end point as you build the capabilities you
need to scale and manage the business.

Building Capabilities D Year One

A phased, steady approach is recommended — allowing for the practice and use of new
approaches — and followed by regular improvements and upgrades. Over time, support
for critical projects increases. Consistent with best practice, significant effort is
expended building project management capability.

The main role for the leadership team during this period is to model and encourage
consistent application of PMO standards, roles and tools.

Q1 Q2 Q3 Q4
PMO Roadmap QBR & Approval
Roles & Structure Roles & Sf R & Approval \Q/S R & Approval
Decision Rights V2 Recs
PMO Lead Business Case ) .
Methodology & Tools Recruiting & PIR 222?2;“0” Tool ;ZTSAUIomat'On
Approval V1 Portfolio Views
Career Tracks .
A . PM B_est Job Desc. & Owngr/Dnver PM Career Plans
Project Manager Capability Practices Training e
Contractor h & Certification
Assessment Guidelines New Hire Process

PMO Role and Function

The best practice interviews suggest the existence of a “maturity curve”. PMO roles and
capabilities are likely to be far greater in a $1 billion company than a $100 million
company.

Scope and role varies according to need and what is culturally acceptable and often
include:

¥ Driving a project manager training program, career development pathways and
recruiting/contractor specifications
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¥ Driving the project gating and approval process and venues e.g. PASS bfor an

example see Appendix IV

Owning the project initiation request, business case format and other tools

Creating enterprise level dashboards and performance management reporting

Ensuring there are no significant business/strategy issues remaining when an

initiative is advanced for funding or approval

¥ Preparing executive summary for each initiative and representing the COO for critical
thinking / perspective

K K K

Organization Models

Since form follows function you should position and structure the PMO to deliver the
outcomes you expect from the PMO. For example, if the following outcomes are
desired, the PMO should report to the COO:

¥ Resource needs across the entire company are balanced

¥ IT, business process, product and people investments are considered

¥ Increased rigor and improved management processes across the entire company
are championed

¥ An enterprise view of initiative performance is provided

6{0]0) CFO, CIO

Business Unit
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However, if the primary goal is more rigor around IT investments, and you expect the
vast majority of new capabilities to be strictly technical in nature, it may make sense to
position the PMO within the CIO organization.

A functioning PMO serves to align departments and individual executives by
encouraging dialogue across the company about business cases and enterprise
resource allocation decisions. Transparent and objective decision criteria plus clear
process and metrics create an opportunity to move decision making from a relationship
basis to one based on the merits of the return on investment.

See Appendix Il for detailed PMO roles and responsibilities.
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Challenges and Issues

We live in a world of tradeoffs. Centralization of the new capabilities comes with
challenges that should be acknowledged and addressed prior to moving ahead.

A centralized PMO, unattached to a business unit or P&L, can appear to be an
unaccountable bureaucracy.

Rules, process, documentation and rigor can appear burdensome and lacking in
value.

Business cases and decision gates are slower than gut level decision making.
Department leaders are rarely enthusiastic about loaning their best people to the
most challenging initiatives.

In our experience, the following five Omoves©an help address these concerns:

1.

CEO/COO provide air cover and leadership B providing regular reminders of the
value of the PMO until adoption is complete. This should be considered part of an
overall education process as you grow and become a true operating company.

The PMO should make real efforts to partner with, and be in service to, the business
units. This includes being flexible about how to roll out new processes and
requirements. The PMO staff should have excellent people and influencing skills.
The PMO should have Gkin in the gameGand include operating and benefit
realization metrics in their own goals.

A commitment can be made to deploy tools and capabilities into the broader
organization once they are built, stable and part of the normal way of working B e.g.
a finance organization may consider performance measurement to be in its scope.
Consider what to name the centralized capability - @MOO can infer overhead and
burden from the start Bfor example, some organizations use Project Center of
Excellence, Business Performance Management (BPM), Project Support Service or
Office of Chief of Staff etc.
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Appendix

|. PMO Structure

Il. PMO Roles

lll. PMO Roadmap and Deliverables
IV.Example Approval and Gating Process
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I. PMO Structure
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PMO

Reports to COO

Ensures projects use consistent process/
methodology; drives approval and gating process

Improves capability for managing projects via
training, consulting and PM certification

Monitors benefits of all programs and projects
within the organization, especially those that
cross Business Units

Responsible for ensuring highest and best use of
project manager resources
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Executive Team

COO determines strategic investments with CEO
and Board and makes final decision on portfolio
composition

CIO and CFO support COO decision making and
ensure availability of Finance and IT resources
for projects

Source members from appropriate departments
(cross-functional) who report to Project Manager
for duration of the project

Is focused on working together to achieve
business benefits

Finance and IT Leads

Address IT and finance issues associated with
project scope, execution and benefits realization

Source IT and Finance resources and SMES;
manage vendors

Ensure consistency with IT strategy and finance
standards

Business Units and Project Teams

Provide owners, drivers and SMEs for projects

Responsible for managing resources, risks and
tracking implementation and benefits for their
projects

Accountable for managing the operational impact
of projects in the business unit



[l. Executive Team Project Roles and Responsibilities

11 COO, CFO, CIO

B
B

Fund projects based on company objectives and priorities

Support COO decision making

11 Project Exec Owner and Driver

B

VAUV U UV,

Presents case for action B obtains and maintains organization commitment to the project
Defines project goals and outcomes

Approves appointment of Project Manager and supports PM career development goals
Assembles project team: ensures team is properly launched and resourced

Responsible for project outcomes and implementation of business benefit realization
Ensures quality and timeliness of analysis and advocates for project at PASS and QBRs

Ensures scope and phasing meets operational constraints of the BU
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Project Level Roles and Responsibilities

' Project Manager

B Responsible for project execution and benefits realization - engaging appropriate internal and external resources, planning and
delivering the business case and work plan
B Leads development team -- responsible for marshalling resources and delivering Business Case and Project Plan
Bl Responsible for engaging appropriate resources to develop PIR and business case and complete work
Bl Ensures scope of project and implementation meet strategic intent
B Completes required analysis and documentation
B Coordinates with other Project / Program Managers to ensure resource and implementation issues are identified and resolved
during project development
B Prepares project for next approval step
o' IT Lead
Bl Works for Project Manager
Bl Ensures there are no significant IT issues remaining when a project is advanced for project funding or approval, including:
e! Addresses alternatives, defines requirements and ensures alignment with SISP and existing software standards and licenses
e! Socializes IT concepts within the company
B Engages required IT resources at appropriate time to accomplish project goals:
e! IT Resources (Infrastructure, Web Deployment, DBAs, e-Business etc.)
e! Vendor Management
B Represents the CIO for critical thinking / perspective on project
B Work in a Consultative / Coaching role to educate and familiarize Project Managers and BU members on IT issues and

approaches
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Project Level Roles and Responsibilities (cont.)

1t Finance Lead
Bl Works in a coaching / consultative role to ensure key areas of financial concern are addressed prior to review, including:

11 Costs and benefits have appropriate rigor, are identifiable and measurable
11 Acceptable planning assumptions are utilized
11 Projects are staged to ensure fiscal control

Prepares financial summary for each Project

Tracks costs/benefit achievement

Represents the CFO for critical thinking / perspective on project

U U 9 @

Work with Project Managers to raise awareness of how to meet business case requirements
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Business Unit Project Roles and Responsibilities

' BU Leads
b Lead portfolio prioritization and PASS sequencing
D Understand portfolio status E identify performance gaps and metrics
D Lead quarterly review and adjustments to portfolio
D Approve Small/Formative Projects
B Approve PIRs

1+ BU Program Manager

- Works with BU Exec:
11 Responsible for tracking and reporting costs and benefits to portfolio database
11 Supports workgroup chair in developing workgroup sessions and quarterly workgroup reporting for business reviews
11+ Works cross functionally, assures interdisciplinary work

-1 Working With Programs/Projects:
1+ Manages BU Project Managers & understands Project Manager milestones & deliverables
11 Appoints Project Manager
11 Ensures program and project implementation success, set- up, monitoring, etc.
11 Ensures and tracks program costs and benefits realization

11 ldentifies issues and risks as well as solutions
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[ll. PMO Roadmap and Key Deliverables

A phased and steady approach is recommended b allowing for the practice and use of new approaches b and followed by
regular improvements and upgrades. Over time, support for critical projects increases. Consistent with best practice,
significant effort is expended building project management capability.

The main role for the leadership team during this period is to model and encourage consistent application of PMO

standards, roles and tools.

Roles & Structure

Methodology & Tools

Project Manager Capability

Q1

PMO Roadmap
Roles &
Decision Rights

PMO Lead
Recruiting
Approval V1

PM Best
Practices
Assessment

Q2

QBR & Approval
V1

Business Case
& PIR
Portfolio Views

Career Tracks
Job Desc. &
Contractor
Guidelines
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Q3
QBR & Approval
V2 Recs
Benefit

Realization Tool

Owner/Driver
Training
New Hire Process

Q4

QBR & Approval
V2

Tool Automation
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PM Career Plans
& Certification
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IV. Example Approval and Gating Process

Project
Idea

Yes

\ 4

Is project
in Portfolio?

Small/
Formative?

Is business
case required?

Adjust
Portfolio
(Allocation)

BU Exec, CFO, COO

PIR review by
PMO, Finance & IT

Business case
review by PMO,
Finance & IT

.| Approval via

PASS

COO, CFO, CIO

Approval via
BU Leads

&

No

BU Exec

e! If the project uses Small/Formative Strategic Funds

B

bl
Bl

B

B

Approval of project is done via BU Exec
Allocation is from Small/Formative bucket of portfolio

BU Exec may authorize funds for the entire project, including
all phases, up to total BU allocation

Memo is written to COO outlining cost, benefits and project
scope

No review by PMO, Finance or IT

e/ Project Initiation Request (PIR)

Bl
Bl

B

B

Approval of project is done via BU Exec (up to $200K)

BU Program Manager is responsible for tracking and reporting
costs and benefits to portfolio database

A PIR must be completed, reviewed by PMO, IT and Finance

Issues raised by PMO, Finance and IT must be addressed

e Business Case
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Approval of project is done via PASS

BU Program Manager is responsible for tracking and reporting
costs and benefits to portfolio database

Business Case must be completed, reviewed by PMO, IT and
Finance

Issues raised by PMO, Finance and IT must be addressed
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