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How to balance the project portfolio
according to strategies, risks and
resources

Matti Haukka, Project Institute Finland Itd.

Matti Haukka, M.S. in Engineering

e Project Institute Finland Ltd,
Senior Partner,
Project and Project Portfolio
Management Trainer and Consultant

o5 years PM experience in Shipbuilding
industry

23 years experience in PM and PPM
training and consulting

e Main instructor of IPMA Advanced
training course “Managing Corporate
Project Portfolios” since 2005
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IPMA Advanced

Courses 2013

Improve your of competencies
in advanced project management

7-9 March 2013 in Copenhagen, Denmark

Content of the presentation

e Different type of projects and project portfolios

e Maturity levels of Project Portfolio Management (PPM)
e Examples of balancing risks, strategies and resources
e Cases: Watrtsila, Transavia.com, ABC Project Model™

e Option: Maturity levels of Project Portfolio Management
and How to set your own target level?

© Suomen Projekti-Instituutti Oy 4
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WARTSILA

transavio.com




transavia.com

Established in 1966

Subsidiary of Air France/KLM
Low-cost airline: leisure/business
Profitable

2000 employees

|

Strategical shift

!

From airline to leisure company

|

Projectportfoliomanagement

IPMA-courses 2011 Portfoliomanaaement transavia.com

Examples of over 50 organizations that use ABC Project
Model™
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Because companies are made up of people™
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Categories

CDP = Customer Delivery Projects
ODP = Operational Development Projects
PDP = Product Development Projects

Project Portfolio Management

Project Management

Planning
5 Executing

Ship Power

Power Plants
Services

Industrial Operations

€

WARTSILA

PIF 29/5/2012 Wartsila's PM WoW in EPC-projects and Project
Classification

9/21 © Wartsila

Doc.ID: DBAB205397 Revision: - Status: Finalised

Project Portfolio Management (PPM)

Project portfolio management refers to the centralised
management approach where projects are systematically
identified, prioritised, monitored, controlled and steered as
portfolios in order to meet the strategic objectives.

w@z

Stratesgic fit

2
o~ »
N\ L & i
< Balance aximum
value
Cooper R, Edgett S, Kieinscrmidlt E. Portfolio management

In new product development: Lessons From the leaders
1. Research technology management 1997, Vol.40(5).
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Project Categories and Types

Customer Product related Operational
delivery W development o development
projects " projects v : - projects

Quality, Processes and

Power Plants

EPC tools
Process EPC . Process
EPCM — IO, Development
Extended EEQ L or R >
Basic EEQ New Methods lanagement
- (calculations, testing sylstem
Ship Power methods, simulation) development
EPC I IM Solutions
EPCM G Product
PD development
Sb
ML
S New Assets
Existing products r::apacity .
Services enhancements
R(EJ-Loca(}ions Face lifts Restructuring
rades L /=0 |
Coggersions New features
Automation Product expansions Business Development *
New Equi N
ew Equipment Product improvement
4 Strategy
P _.-:w" - Ay New
[ . Business
* Will have own Governance and configuration of project model — TBD during 2011
- . . . M&A, alliances, A
/21 © warsi etz Wartsia's PM WoW in EPC-projects and Project  po. o ppago0s397  Revision: - Status: 1 divestments LA

Different types of internal projects and project
portfolios
e Investment projects — how  ®Development projects — do

much you can afford? you have personnel
resources available?

Controlled usually by typical
Governance Models

Controlled only by
Project Portfolio Management

© Suomen Projekti-Instituutti Oy 12



Five levels of PPM maturity or steps to develop it

5. Program and project orientated
organization

4. Transparent decision making
based on priorities and resource
information

3. Resource management
across all projects and other work

2. Awareness of the
status and balance of project
portfolio

1. Awareness of
ongoing projects

© Suomen Projekti-Instituutti Oy 13

1. We know what projects are going on

« Put attention on the ownership of projects
e Implement a harmonized PM Model including decision gates
¢ Classification of projects according to PM complexity

Project
Charter

© Project Institute Finland Ltd.
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Balancing portfolio according to implementation risks

Number of projects per
each complexity
category

= A Complex
B Medium
u C Simple

© Project Institute Finl:

16/21
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AlB]|C
Initiating
- Project Charter R R
X X[ X

- Project analysis

ons plan
13 e L o " N
contract & St e = olderm ement

projects)

« Strategic significance
« Business benefits
« Business criticality and
_urgency

Complexity
Significance

<

Doc.D:DBAB205397  Revson:+  staws: e VWARTSILA
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Complexity Classification

¢ Not only balancing risks

e Transparency through the whole portfolio becomes
possible

© Project Institute Finland Ltd. 17

Distribution of work

Which tasks should be managed through
A

Projects

”Project-like work”
Small and

Medium |:l>
size projects

C

Projects

”Project-like work”

”Normal’ ”Normal
processes processes

« Bars illustrate the distribution of working hours within an organization,
which has plenty of projects

”Project-like work”

”Normal
processes

© Project Institute Finland Ltd.
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2. We know the status and balance of portfolio

e Establish a PMO to support PPM processes
e Strategic level PMO is able to support the whole organisation

© Project Institute Finland Ltd.

transavio.com -
_—
10

ROCE 7%

transavia.com is the travel brand in
NL with attention for its customers

€ mil].

€ milj ilj . € nilj. milj.
HRM
[Autonomous ildi '
growth Building Development ) Low cost_, ) ‘Compliance’ Continuity employee
travel brand .com High productivity development

7.11.2012
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Planned

O autonomous growth,
10%

® building travel brand,
20%

Odevelopment .com,
20%

Olow cost, high

productivity, 20%
B compliance, 5%

B business continuity,

15%
®HRM, employee
development, 10% Actual
mautonomous growth,
12%
B building travel brand,
7%
O development .com,
38%
Olow cost, high
productivity, 14%
mcompliance, 17%
@ business continuity,
7%
= HRM, employee
development, 5%
IPMA-courses 2011 Portfoliomanaaement transavia.com

3. Resource management is in control

¢ Develop rules for resource allocation and system to a reasonable level
» Note that Project Managers’ willingness and competence to do time
scheduling and resource plans is critical

Resource allocation of one person

Resource reservation
—

Project 2

Project 1 Project 3
Linework etc.

© Project Institute Finland Ltd. 2
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Level 3: Resource management across all
projects and other work

Prerequisites:

*PM competence of Project Managers
e Resource Management systems

e Hour reporting (time sheets)

© Suomen Projekti-Instituutti Oy 23
Designing Resource Management System Resource
— Choosing the appropriate detail-levels (EXAMPLE) planning
of line-
Resource work and
planning Time slots of extra-
of resource long
projects Level of resource reservation reservations projects
- | | | Activities
2009 2010 2011 farther
C0 start Company or unit h
preparations : away than
level reservations 12 months
| | Project
C"a"e{ Reservations per quartal
—— or month Activities
Planning - . oot mar 3-12
decision Skill-based reservations months
- from now
Lo
D
23
o 3
«
v Project | | -
=
Personal reservations 7y Activities in
G2 Execution y V6§ ) next three
decision | 4 T M 4 & o 4 09000 ue.
months
[ ]
m
e . A
Sl Daily planning is each
2 < person’s own
O g' responsibility

© Suomen Projekti-Instituutti Oy
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Levels 3 and 4: Balancing resources, Selection and

Prioritization

We should have a funnel — not atunnel !

4=

+
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+
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+

© Suomen Projekti-Instituutti Oy

Important
Portfolio decisions
14 \

G2 G3 G4

rojects

Project Proposals

The solution

Companies should have fewer projects at the same time

than they tend to have!

This is the most important factor, which helps realizing the
business benefits faster and implementing the strategies

faster

Resources

© Suomen Projekti-Instituutti Oy

Resources
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4. Project prioritization is done systematically

» Assemble a PPM Board(s) which has the ultimate authority to initiate

and stop projects

e Transparency is important!

¢ Do not develop too complicated syste

Charter

© Suomen Projekti-Instituutti Oy

Customer perspective
Satisfaction, Market shares,
Retention

m

[7)]

e

=
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o

[7]
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Checking, 2
alibration Q
and £

7]

3

4]

Financial perspective
ROI, IRR, NPV,
Shareholder value

Learning perspective
New products, Employee
Satisfaction

Project
Portfolio

Internal perspective
Risk Management,
Operations, Project Mngm.

IPMA-courses 2011

Portfoliomanagement transavia.com

7.11.2012
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transavia.com Strategy Map  (transaviacom

Financial perspective

Productivity/cost strategy

Development Increasing value for
travel brand customers (.com)

Operating costs per Resource allocation
plane and pax
Cusomer perspective ’ Product leadership
]

Proposition ... Travel brand ... With attention.... ’ Customer intimicy

V]

nalif

tkenmerken Relation Image

Relation (Iizle v =general requirement
[ = differentiator

Operational excellence

Product specs Relation Image

Internal process perspective

Realising OE by optimizing Developing travel brand Increasing customer value | Taking social responsability |
operational and logistic processes through innovations through CRM

Innovation perspective

| Competencies of employees | | Technology: web-enforced |

nt transavia.com

IPMA-courses 2011

transavia.com

Investment analysis: estimation

Project Financieel  |Klanten- Interne Innovatie Score Project- Goedgekeurd/
perspectief  |perspectief processen investering Afgewezen
Project A | | | 90 XXXXXXXXXX Goedgekeurd
Project B | | | 86 XXXXXX Goedgekeurd
Project C | | | 81 XX Goedgekeurd
Project D | | | 70 XXXXXXXXX Afgewezen
Project E | | | 65 XXXX Afgewezen

IPMA-courses 2011 Portfoliomanagement transavia.com
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Project Portfolio for Wartsild Power Plants.
(Circle size displays how challenging projest managers perceive their projects to be)
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Maturity levels of Project Portfolio
Management and How to set your own
target level?
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What is the value of
projects to your company?

© Project Institute Finland Ltd.

What is the Value of Projects to Your Company?

What is the essence of change?

Or

Are you delivering projects to your external customers?
and

How big part of your human resources are allocated
on project work? (consequence)

© Project Institute Finland Ltd.

7.11.2012
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Project Allocation Percentage (PAP) 10 %

PAP=
Percentage of
personnel

resources which
are allocated in
projects

Figure Ref: Project
Management Institute. The
Standard for Portfolio
Management-Second
Edition (adjusted figure)

High level | Project

Operations | Portfolio
Planning and Management | Planning and Management

Management of | Management of
On-Going operations | Programs and Projects
Recurring activities | Projectized Activities

Organisational resources

© Project Institute Finland Ltd.

Project Allocation Percentage (PAP) 65 %

PAP=
Percentage of
personnel

resources which
are allocated in
projects

High leve

Operations
Planning and Managemen

Project

Portfolio
Planning and Management

Management of | | Management of
On-Going operations | | Programs and Projects
Recurring activities | | Projectized Activities

Organisational resources

© Project Institute Finland Ltd.
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Example: Recurring Simple Normal Complex
Resource alloca- process prOjeCt prOjeCt prOjeCt
tion in a company |- "°™
project

Core Business 20%

Processes

Development 5% 20% 20% 20%
processes

processes and IT

services and products )

ser P BAP 65%
new businesses

etc.

Other Processes 10% 2% 2% 1%
administration

marketing

etc.

Project Allocation Percentage ( PAP)
© Project Institute Finland Ltd. 37
Example: Recurring Simple Normal Complex
Resource alloca- process project project project

- - - non- project
tion in a company | _ gmal dev.
action

Core Business 20%

Processes

Development 5%

processes

processes and IT

services and products Strong

HR

new businesses Processes

etc.

Other Processes 10%

administration
marketing
etc.

© Project Institute Finland Ltd.
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Example: Recurring Simple Normal Complex
Resource alloca- process project project project
tion in a company | Non- project
dev. action

Core Business 20%

Processes

Development 5%

processes

processes and IT

services and products

HR

new businesses

etc.

Other Processes 10%

administration

marketing

etc.
© Project Institute Finland Ltd.

Example: Recurring Simple Normal Complex
Resource alloca- | Process project project project
tion in a company | Non- project
-dev. action

Core Business 20%

Processes

Development 5% 20% 20%

processes

processes and IT

Is_|e|{vices and products A lot of work

new businesses without control

etc. and management

Other Processes 10% 2% 2%

administration
marketing
etc.

What usually happens?

© Project Institute Finland Ltd.
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Target level for PPM Maturity related to PAP
PAP 0-15 %

e The number of projects is quite small
e PPM is not an issue

e Few large projects usually exist

¢ Quite stable business environment

1. Awareness of «Common project management practices
ongoing projects *A list of ongoing projects
«Common definitions for a project
«Co-ordination of overlapping projects
A process for updating the project list

© Project Institute Finland Ltd. 41

Target level for PPM Maturity related to PAP
PAP 10-25 %

¢ The number of projects can be relatively high
¢ Resources must be allocated in PPM administration
¢ Changing business environment

2. T_he status a_nd_ balance of *A common process for progress
project portfolio is known reporting
eProduces necessary information for
project prioritizing

eProduces general information for project
portfolio management
ePortfolio reports available

© Project Institute Finland Ltd. 42
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Target level for PPM Maturity related to PAP
PAP 20-40 %

e The number of projects is high

3. Resource management eReports on resource usage vs.
across all projects and other work capacity

*Resource planning reduces over

C . allocation of human resources
* Needs to initiate new projects are «Pro-active planning of future

exceeding the personnel capacity resource needs
¢ As a consequence of too strong focus

on operational processes, projects

have always lack of resources

© Project Institute Finland Ltd. 43

Target level for PPM Maturity related to PAP
PAP 30-50 %

e PPM Governance model should be

centralized enough
4. Projects are prioritized in
a systematic way

¢ VVery changing business environment «A scoring model or another
g

and the speed of change is a critical S\é_ster‘at; tO_ctJ; tto Pr!?_ri:ize
eFinal autnori 0 Initiate new
success factor projects is organized as a part

e Companies tend to have too many organization's governagce model
. . . eProjects are prioritized in way
pl’_OJ?CtS in the sa!me time and dl_"e to which allows project’s initiation
this implementation of strategy is only if resources are available
too slow (not too much projects in the

same time any more)
*Project lead-times shorten
essentially

© Project Institute Finland Ltd. 44
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Target level for PPM Maturity related to PAP
PAP 45-100 %

5. Program and project orientated
* All companies delivering projects = organization

to their external customers belong
to this group

* Companies which are using The strategy is implemented

external suppliers or automation more efficiently
to run routine processes and the sLess hierarchy In permanent
. organization
Speed Of Change IS eXtremer eline managers become more
important for business success project orientated and take
responsibility over the project
success

Better ability to measure project
success from the business point
of view

© Project Institute Finland Ltd.

How do we know we have succeeded in PPM
Board role?

Project schedules are not delayed due to a lack of resources

Project portfolio contents support our strategic objectives in the right
proportions

Risks related to the project portfolio are known and in balance

Development investments and their success is reported to executive
board and executive management

Money and resources used for projects remain within planned limits and
can be forecasted

PPM Board meetings are constructive and participants have been well
prepared. PPM Board feels that they can make important decisions
concerning the future

Results of post project evaluations (PE) show that strategic and other
business objectives are realized

ABC Project Model™ : Guide for Project Portfolio Management Boards

© Suomen Projekti-Instituutti Oy
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Thak you very much for your attention!

Come to hear more and participate the IPMA
Advance Course “Managing Corporate Project
Portfolios” (next time in March 2013,
Copenhagen)

Matti.haukka@project-institute.fi
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