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Projek portef'euljc-bestuur se bydrae tot effektiewe stratcgie uitvoering 

In die studie is die Lomponente van 'n effeltiewe projek porlefeulje-bestwr proses ondersuek ten einde 

eerstens, te verstaan wat projek ponefeulje-bestuur behels en weedens. hoe effektief dit in Suid 

Afrikaanse niaatskappye aangewend word in die bestuur van lnformasie Tegnologie projekte. Dit was 

duidelik uit die literatuurstudie dat daar sckcre onderlisende komponente is wat. as  deel van 'n groter 

geheel. die projelc portefeulje-bestuur metodologie daarsrel. 

Gedurende die sludie is die volgende beginsels en komponente ondersoek: 

Die moderne portefeulje-bestuur beginsels \vat in finanside bestuur geld en waarop die projek 

portfolio-bcstuur benadering gegond is; 

Die verskeie komponente van projek portefeulje-besruur: 

Die VennM Volwasse Model oAe\vel die sogenaamde "Capability Maturity Model"' (CMM) is 

gebruik om te verstaan of die organisasie we1 in staat daartoe is on1 projek portefeulje-kstuur 

effektief toe le pas; en 

Laastens, of die organisasie se projek portefeulje-bestuur metodologie mdersteunend tot die 

organisasie se strategie uitvmring bydra. 

Die ondersoek is voorafsegaan deur *n omvattende literatuurstudie wat fokus op die kenmerkc \>an projek 

portefeutje-bestuur, die omvang van die verski llende projekbesluur Vermot Volwasse Modelle en 

laastens, die gebeurlikheids strategie ~nodelle soos die Ciebalanseerde Telkaarl ofiewel die sognaamde 

"Balanced Scorecard" wat m r  die laasre dekade onhvikkel is, alhoewel dit nog nie oral ge-itnplementeer 

is nie. 'n Empiriese studie is uitgevoer om die o~nvang vari die gebruik van projek portefeulje-bestuur in 

Suid Afrikaanse maatskappye te bepaal esook hoe effektief dit aangewend word. Die rerupoer wal 

verkry is. is aan die hand van die vmrskrifie van die projek portereuljc-betuur b a t e  praktyk. die V e m d  

Volwasse Model asook die gebeurlikheid strategie ibesruurstoepassirig. ontl~xd. Ten einde te wrstaan tot 

watter mate die plaaslike rendense geldig is. is vergelykings gedoen met die resultate van intemasionale 

ondersoeke. Hierdie intemasionale rondersoeke is gedurende die laaste paar jaar gedoeu ten einde die 

effektiwiteit van projeli en program bestuur in ondernemings te bepaal. Die resultare daarvan kan as 

insette gebruik word ten einde maatskappye se interne projek portefeulje-bestuur praktyke beduidend te 

verbeter, 

Uit die studie is bevind dat projek portefeulje-bestuur, soos in Suid Afrika toegepas, tans nie effektief tot 

strategie uitvoering bydra nie. 

Ten e i d e  die voile omvang van die projek porteFeulje-bestuur toepassing in die Suid Afrikaame kontcks 

te venstaan bellonrt 'n ornvangryke stodie, soortgelyk ean die internasionale srudies, gelmds re word. 

Die resultate van sa 'n studie sal waarskynlik beter korrelleer as wat ill hierdie studie die gewl was. 
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CHAPTER 1: Nature and scope of the study 

1.1. Introduction 

Strategv has been around for millennia as is evidenced by literary works such as The .4r1 q( H ' t v  

(Michaelson. 2001) written by the practical philosopher Sun Tzu ahour 500 B.C. This 7.000-word work 

has been used estensivety by Japanese and Chinese strategists throughout the centuries. In his works, Ttu 

not only discussed attack, but also the options of strategic withdrawal. Tzu placed emphasis on the 

impoflance of the higher strateg. indicating various options including withdraw*al could be considered as 

long as i t  suppork the higher strategy. However, in order to be ready lo engage the enemy. it is crucial to 

have an assessmen1 available of prevailing conditions. Tzu's view was as follows: 

"War is a morrer of vital inrprtonce tu tkc srare; o rtrarrer of lye and dearh, fhc road eirker 10 slu-rhd or 

to ruin. Hmce, ic is irnperali~~e rhar ir be rltoroughly wurfkd, 7hc~refwe. ro make assessmen! qf rhe 

ourconre of w r ,  one ntlrst cornpure the ~wrious conditions of the onrago~tistic sides in rvrnts of (he.five 

co~~s~ont f (~c t~rs .  

1 rrtoral iyfllrence 

2. wearher 

3, rcrwin 

4. connnmlcler 

5. doctrine 

These five cansmmtr factors should he.fa~nilior m uvmy generot. He who ntasiers fheur \c8itts: he who does 

no! is tlcfiatpd. " 

The above translalion is then embroidered on to make it relevant to modern day business parallels: 

Moral influence means a "spirit of mission." The strengrh of the commitment should be such that 

the appropriate fighting spirit is awakened and the appropriate commitment 16 achieve the goals is 

obtained. This "spirit of mission" is improved by the facilitation of aligned commitment through 

the existence of a motivating climate. 

Weather equates to "outside forces." Globalisation. technological development. regulatory 

requirements and the quest for being a social responsible business are outside forces. 

Terrain is the "market place." The terrain should be known; strategies should consider and 

accommodate the scene of the action. for example place, people. price, promotion and relevant 

regulations. 

Commander has an equivalent in "leadership." Leadership is still part of the essence of a good 

strategy in that they not only create the "vision-'. but also generate the energy of the employees to 

bc com~nittcd and to accept fid ownership of it. 

Doctrine is comparable to "guiding principles." The principles that determine success nmt  be 

understood and applied. These principles are evident in companies where a shared value system is 

fundamental to the operation and the employees live the values combined with good work ethics, 

instead of having to adhere to a rules book. Sun Tzu believed that although the general set the 



overall slratea, the commander at the grass root level had to act within t h e  constrainrs of the 

real% at the time in the effort to achieve the objective. 

Given the above framework; albeit centuries old. it is as relevant ioday as it was in 500 B.C.. The 

application of this work on strategy can be used in the strategising of waging a \kar or as a basis for 

strategy development in the business environment of today in the 2 1 st century. 

In rnodcrn day business managenlent, environmaital assessments are as inherent in stralep 

developmenr. review and adjustment to ensure maximum returns for example Return on Investment 

(ROI) or improved shareholder value. Assessments are the methodologies used to obtain more 

information and cotlld be ex~ernal or internal. Typical assessments include the SWOT (internal and 

external environments) and PEST (esternal) analysis ~nethodolo&. These methodologies enable the 

business to gain a better understanding of where it finds itself regarding strate@. products. pricing, 

leadership and shared vatue systems. The internal assessment would typically focus on the strengths and 

weaknesses of the organisation while the external assessment would focus on the opportunities and 

threats applicable to the organisation. 

However, due to the modem day expectation of performance. assessments are often ignored in order to 

act even before proper planning has been done. This phenomenon manifests irself when the difference 

between "ur~ent" and "important" becomes muddled and the priorities for focus become skew. In dealing 

with the four generations of time management, Covey (2004: 149-1 7 1) discusses the focus areas between 

the "important" vcrsus the "urgent" with the associated results ofeach particular focus area. According to 

Covey "importanr" has to do with results and normally contributes to your mission, values and high 

ptiority objectives. "Urgent" on rhe other hand, deals with visible matters and are normally handled 

through "reaction" rather than "action". 

This phenomenon also reflects itself in ihe portfolio of prqiects that organisations execute every year. 

Dozens and even hundreds of projects are executed annually by companies. however. wc find that these 

projects are not ncccssarily aligned to and/or supporting the business or business strategies. Many of 

these projects are being done because they are the "pet" projects of powerful stakehotders or the prqject 

exten! and scope is purely just not understood properly enough, especially in the case of information 

Technology (IT) projects. Due to the technical extent and rapid developing rate of Information 

Technology (IT), business stakeholders do not always keep up to date with the ucnds and therefore, the 

associated business benefits that could be reapcd from such projects. Hence, when these type of projccts 

end u p  on the table for discussioti, prioritisat im and decisim making, the mere facf that  he extent of the 

project is not comprehended leads to useful IT projects being cancelled or indefinitely put on ice. The 

prqjecrs that do ger anenrion are those projects that are more comprehensible and more visiblc and in 

most cases more "urgent'" than "impcrrtant", 

1.2. Problem statement 

The probleni is that the projects esecuted within organisat ions are not necessarily appropriately aligned 

and supportive lo ensure that business strategy is esccuted facilitating optimum Return on Investment 

(ROI) or shareholder value. 



Prqjecr portfolio management is a methodology providing the necessary rnechanisrn to bridge the divide 

between project and strategy execution. However. for project portfolio management to be effective. 

certain degrees of project management maturity levels need to he achieved before real benefits can be 

derived. 

Common challmges that face organisations not utitising a project portfolio management methodolog 

due to lack o f  visibility into their IT portfolio arc: 

*3 No formal process for aligning IT investments with business stratea: 

-3 Not able to prioritise project requests from businesses competing for scarce resources; 

*:* Inef'ficient and over-allocation of the scarce resources (money. people. time): 

Q Allocation of scarce resources ro "urgent" projects instead of 'important" projects: 

*:* No accountability of the business benefits through project life cycle through to post implementation 

lcvel (only important while project is in esecution stage): 

*:* High project failure rate; and 

*3 Regular exceeding of available budget, time overruns and other tying d o ~ n  of resources. 

1.3. Goal of study 

The main goal of the study is tb develop an mders~anding of the degree to which project porlfolio 

management contribute to effeclive business stratea execution within the South African contest. 

To achieve the main goal. it is necessary that the following sub goals be achieved: 

-3 to perform a detailed literatim study with resped to project portfolio n~anage~nent, project 

management capability maturity models (PMCMM) as well as business stratea; 

*3 to understand the current state of IT projects relative to business strateg in  South African 

companies; and 

*3 to reach conclusions containing guidance for improvements towards the idea! state of project 

portfolio management in orgnisations. 

1.4. Scope of study 

The scope of the study will be discussed in terms of the IT projects which will be investigated and a 

definition of the Field of study. 

1.4.1. Organisations which will be investigated 

As the extent of this study needs to be constrained to ensure manageability for the purposes of lhis 

research srdy, it was decided to focus on the information rechnology industry: regardless whether it is an 

IT product or service company per se. or purely a business unit of a company. The rcason for the focus is 

that empirical study queslionnaires will be distributed electronically via e-mail to a target group of  42 

people and the intention is to obtain as represenmtive a response as possible. The target group covers 

both major and medium companies in South Africa covering various industries. The target4 respondents 

represent different roles and levels of involvement throughout their respective project management 

environnients. 



1.4.2. Defining the field o f  study 

The study focuses on understanding the estenl that effective project portfolio managcmenl contributes to 

effective strategy esecution. In order to be able to do that, the study w 4 l  focus on three primary area's, 

that is the pro-ject portfolio management model. the Project Managemenr Inairute's Organisational 

Project Management Maturity Model (OPM3) and the ESI International's ProjectFRAMEWORKnf 

project management maturity model. as well as the Balanced Scorecard for business strategy will be 

used as reference framework within which ihs study wilt be conduckd. 

1.5. Research met hodologlv 

This sludy is initiated by defining rhe typical strategy / project alignment problems that face companies 

within South Afiica. The following research techniques will be used: 

*:* A detailed literature study of: 

o Pro-jecr portfolio management; 

o Pro-ject rnanagemcnt capability maturity models: 

Q Business strategy: and 

o The integration bctween all the above. 

O The compilation of the questionnaire based on the key areas identified during the lirerature study. 

9 The questionnaires w i l l  be distributed to a database consisting of 42 people in various blue chip 

companies covering various induslrin in South Africa. This sample will consist of projcct 

management and IT management team members that are involvcd with IT projects and that have 

more than 2 years experience. No interviews, for~iial or informal will be conducted. 

*:* All information gathered by means of these questionnaires will be interpreted against the theoretical 

backgound gained from the literature research in an anempt to suggest process improvemenls to 

ensure optimal project potlfolio mana, aement. 

+:* The resulrs obtained from h i s  study will also be compared against the high level results of similar 

international studies done by PriceWaterhouseCoopers (PWC) and KPMG. 

1.6. Limitations o f  the study 

The limitations of this sh~dy: 

-3 To ensure that it is contained and manageable, i r  will be conlined to South African companies with 

the specific f&us on IT projects. 



1.7. Layout or t be study 

A graphical layout of the study is displayed in Figure 1. I .  

Figure 1.1: Layout of tbe study 

I Project Portfolio Project Management Business 
Management Capability Maturity St raregy 

Y g  
Empirical Analysis 

0 
Conclusions 

Source: Flowchart devetoped by the au~hor 

The layout will now be discussed: 

*:* Problems and goals 

Chapter I presents the problem. the main goals and the sub goals of the study. 

*:* Literature study 

The literati~re study i s  divided into three areas. The first area, chapter 2. discusses project portfolio 

management. The second area Chapter 3 will discuss the project management capability maturity 

model and Ihe third area. Chapter 4. will discuss business stratesy. 

O Empirical Analysis 

Chapter 5 will cover the detailed explanation of the research merhodology that will be followd. The 

results of the completed questionnaires will be provided and the results from sunfeys done by PWC 

and KPMG in project and programme management will be briefly discussed to provide context to 

this study results. 



-3 Conclusions and recommendations 

Chapter 6 will provide the conclusions and recotnmendations based on the results of the research. Ihe 

literature study. and the results from the available sunleys done by PWC and KPMG in project and 

programme management and the comparison o f  such with the study sunley results. 



CHAPTER 2: Project Pollfolio Management 

2.1. Background 

The Federal Chief lnformation Oficer Council (2M)2:2) postulates that according to project portfolio 

manasenlent dogma. projecr portfolio management has its roots based on the origins in the modern 

portfolio theory (MPT) as described by Harry Markowitz in his seminal paper entitled "Portfolio 

Selection" that was published in the Journal ofFinance in 1932. The modem portfolio theory describes 

how an investor will develop a portfolio of investments ensuring an optimal return given a specific risk 

levcl. The concept of risk and return was born. 

McFarlan f 1981) published an micle In the Haward Business Reviest in which he explored thar the 

manifestation of failed IT projects aver a period of I0 years. He identified the three main deficiencies as 

fol?ows: 

*:* IT and general management's failure to consider the individual project risk; 

-3 IT and general management's failure to consider the aggregate risk of the portfolio of projects: and 

*> The lack of recopition thal different projects require different managerial approaches. 

In the same article. McFarlan proposed a methodology to assess risk, for both individual projects as well 

as for a ponfolio of projects as part of the selection and management of IT projects. Once the risk profile 

of individual as well as the portfolio of projects is knoun. business managers can then allocate the 

appropriate resources to mitigate the risks and where applicable, delay actions thar could result in more 

risk; thus managing and nlaintaining business acceptable risk levels. 

During the mid I9W9s. rhe broader use of the principles of portf'olio management were introduced. 

especially in IT projects. The United States General Accounting Office (GAO:I994) reached a point 

where they decided that i t  was not worth their while to understand the causes of failure for the federal 

government initiatives, but rather to lean1 from leading private and public organisations. Research was 

conducted regarding the information managenlent practices of senior management teams in 10 leading 

organisations. The five private and five stare government organisations examined, have received 

recognition from peers and independent researchers regarding their progress in managing information in 

ordet to improve eficiencies such as service quality, cost reduction. workforce effectiveness and 

productivity. In one of the case studies, it was found that one specific o~anisation was managing 

information systems projects as investmen~s. facilitating careful project proposals, selection. execution 

and better benefit realisation. In 3 years this company has been able to realise an iticrcased relurn on 

investment o n  information systems projects almost 14-fold. 

During 1996. the United Srates published and pmmu!gated various policy documents as well as laws 

regarding the governance of IT projects. from project initiation through to post project review 

evaluations. The lnformation Technology Management Reform Act (ITMRA) (GAO:1996) was 

introduced specifying new guidelines on how IT-related projects were 10 be selected and managed. The 

requirements in this act closely parallel the investment practices followed by leading organisotions. This 

introduced a more structured approach to projecr manapment regarding information systems projects. 



and in particular the application of a ponfolio tnanagement methodology. The Cohen-Clingcr Act (GAO: 

1997) was also passed requiring United States gvernment agencies to use capital planning and 

investment processes to reach decisions regarding IT spend; to measure tlw performance outcomes of IT 

pro-iects and by holding Chief Information Officers (ClO's) accountable for technology inwstments. 

According to Hocnig (GAO, 1997: 15-16] the implementation of the above laws and guidelines created 

thc environment within which more project benefits could be derived based m the investment principles. 

This should result in a higher degree of project success wirh qrimum utilisation of resources. while 

minimising the associated risks. 

On the financial side, Markowitz and Sharpe (Brigham & Ehrhardt, 2005:147) developed a tool called 

Capital Asset Pricing Mdef (CAPM) to analyse the relationship between ponfolio risk and rates of 

return. Brigham and Ehrhardt (2005: 147) provide the follon4ng definition "the relevant risk of m 

individzml shore is ils co)lfribzrrion to lhtr risk o fa  n d  i,'iuarsiJied por!fblio'". In essence it means that 

when an investment is made, its risk could be halved by diwrs$viqg the risk. in other words, by 

spreading the risk. The result is thar a srnndnlom risk for a single investment will become a relevant risk 

when ir is added to the portfolio, thus contributine to the portfolio's overall risk. The determinant factor 

regarding an investment is the long term objective of the investor as that will determine what inwstments 

will be contained in the podolio and how the risk wilt be treated. 

From both a financial as well as a project management approach, the scenario has been set for using a 

pro-ject port folio management approach. 

2.2. Project Portfolio Management Model 

Project podolio management is often referred to in literature as the "the bridge behrral straregic 

planning nrm' t c ~ ~ i c d p r o j e r ?  exrc~rtion ". However, LRvine (2005:PO) argues that if we accept that it is a 

bridge as per the above quotation, then we also acknowledge that a gap esists and nothing is done about 

i ~ .  In order for any enterprise to be successfid, the two diverse functions of strategic planning and lactical 

operations need to be brought together to work seamless cresting the necessary support base for 

operations. The only way to integrate these two worlds is through the establishnient of effkctive project 

portfolio management which would result in distinct roles working together harnioniously, within a 

shared system and for a common cause. hvine continues and argues that project portfolio acts as a hub 

rather than a bridge ((See Figure 2.1.). In the hub, project portfolio management acts as the nucleus that 

brings operalions and projects together. This result in ensuring co~nplete cotnmunication between all 

stakeholders, the optimisation of scarce resources, the improvement of probability for project success and 

being able to minimise the associated risks by making the necessary trade ofTs as required. 



Figure 2.1: Project portfolio management as a hub 

Sou r e :  Adapted from Lev ine H. A .: Projec~ por(fofio rnnnnpmenf: n prc~licnl guide lo seiecti!lg 

projects. t~tu~nugingpr!folios, andtnoximising benejls. (San Francisco : Jossey-Bass, 2005) 538 p. 

Now that ;he concept of project portfolio management has bcen ring fenced. it is necessary to understand 

the processes that make project portfolio management an effective approach. 

Although various literature sources depict various combinations of components lo project portfolio 

management, it all comes to the same basic concepts as proposed by the CIO Council (2002:4): 

Define goals and objectives - clarity need to exists on what the ponfolio is expected to achieve in the 

long term: 

Make necessary trade off's- this is necessary lo ensure that the portfolio is optimised: 

Deal with the associated risk - in other words, select a portfolio of projects where the identified risks 

are dealt with in such a manner that a diversified portfolio is achieved, either through elimination or 

mitigation: 

Monitor portfolio performance - monitor on an ongoing basis to ensure that the expected portfolio 

behaviour is achieved; and 

Achieving the desired objectii+e - confidences thal it is possible due to the application of the 

appropriate governance processes. 

To ensure that the above is achievable, a stn~ctured approach is necessary to ensure that once candidate 

projects have bcen identified. they are dealt with appropriately. 

2.3. Project Portfolio Management Processes 

During this study it was found that there is quite a synergy behvccn strategic technology management 

and the information technology project portfolio management models. Authors such as Christensen 

(Burgelman et a!.. 2004:1066), Levine (2005:21) and Bonham (2005:64) are all in agreement that once 



candidarc projects are identified. it is necessary to proceed with an evaluation process to ensure that only 

strategically and acceptable risk based projects are allowed to become part of the portfolio. The high 

level process from project identification through to the point of project execution is  depicted in Figure 

Figure 2.2: The initial processes of projecl portfolio management 
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Source: Adapted from R. M . W idernan. A ~W~~~~ogetnen~fia~t~e~~ork~for pmjec/, progrmnmc md pot.!folio 

inleplio,r (New Bern. N.C.: Traff'ord Publishing, 2004) 169 p. 

What is evident frow rk rnodel in Figure 2.2.. i s  that once candidate projects have been identified. some 

evaluation and selection process needs to bc done to ensure that only projects that are suitable. based on 

benefits generation as well as fitting the require risk profile, is taken into the project portfolio for 

execution. 

According to Levine (2005:68). the objective of project porlfolio management is  to prioritise work that 

adds the most value to the organisation. The following components rnust be addressed: 

6 Ranking of value and benefits: 

*:* Estimare of total costs; 

*:* Appraisal of risk; 

+3 lnvenrory of availability of resources: and 

*:* Idea of zhe capacity that is available for newr or additional projects. 

2.3. I .  Financial evaluation 

Various mechanisms are normally applied in the evaluation and ranking of candidate projects. In most 

instances a business case will have to be developed in order to be able to comprehensively understand 11ie 

full resource implication. potential benefits to be derived as well as the risks associated with the 

particular initiative. 

The relalionship between this initialive and the current portfolio of projects should be clearly defined 

including the impact it will have on the portfolio as such, for example will it be necessary ro re-organise 

the resources applied lo current proiects in the portfolio or will it be necessary to ga through an exercise 

to diversili, currenr portfolio risk. 



These mechanisms are vpically portfolio management mechanisms that are as much applicable to 

financial investment initia~ives as to information technology initiatives. Such financial mechanisms are 

typically Time Value of Money (TVM) related with examples such as Net Present Value (NPV). Internal 

Rate of Return (IRR), Return on lnvestmenr (ROl), Total Cost of Ownership (TCO). Analytic Hierarchy 

Process (AHP) and finalIy the EIlScient Frontier Technique. (Note: for detail see Lkfutitiom). 

23.2. Benefits realisation 

Traditionally projects have bee11 measured against the 'quality" of the project (PMI. 2003:8). meaning 

how well the '-triple constraint" (project scope. time and cost) or sometin~es called the "iron triangle" has 

heen managed. Generally it means that a high quality project would deliver the requ 'd  service or 

product within budget and on time. However, too often information rechnology project implementations 

are hailed as successful because the technical pan is working very well. but the intended business value is 

not unlocked due to business not being able to leverage off the technical solution to obtain positive 

business resu Its. 

The business benefits of information technology projects are not only based on the successful 

implementation of the tccllnical solution but rather in the business processes that are enabled. Therefore, 

i t  is important to also identify and tneasure benefits; b o ~ h  tangible and intangible; and include the results 

as pnrt of the ongoing measurement process when re-evaluating the project portfolio diversification and 

pro-ject co~relation dimensions. 

The standard for portfolio management (PMI. 2006:27) defines benefits in  Iwo categories of benefits. 

namely qualihrive and quantirative benefits. Qualitative benefits are defined as: 

-3 Strategic alignment: 

*3 Risk reduction; 

*> Legislative requirements: 

*:# Platform development: and 

Q Business opportunity. 

and Quantitative benefits are dcfined as: 

*:a New revenue generation: 

O Cost reduction; 

4 Return on investment (ROT); 

4:. lnternal rate of relorn (IRR); 

*:* Net present value (NPV): 

a:* Reduced cycle time; and 

*> Quality improvements. 

According to Phillips et al (2002: 142) there art essentially rwo dimensions of benefits, those that can be 

easily measured (hard data) and those that are more diflcult to manage (sofi data). Hard data are 

normally a common nleasure for organisation performance, relatively easy to convetf into financial 

values and easy to measure and quantify while soft data are normally diflicult ro measure or to quantify 

directly, fairly subjective and usually more behaviour oriented. 



Hard data are defined as ha\ ing four main categories of benefits: increased output qualip improvement, 

rime savings and cost savings ((effectiveness). Soft data on the other hand consists of improved work 

habits, improved organisation climate, the degree and improvement of customer dcl ight 

(satisfaction!dissatisfaction), facilita~ing c~nployee developrncr~t and creating the environment for 

innovation (eficiency). 

The tmcking of benefits should not bc contained to the projecl phase only. as quite a number of projecrs 

only realisc: direct and indirect financial bencfits tong aficr the project phase has been concluded. 

However. the relarive fi t  between the actual benefit realised wirh the original benefit estimated. should be 

used for benchmarking purposes in future estimate exercises. 

23.3. Strategic evaluation 

While information technology projec~ portfolio management applies ongoing portfolio risk 

diversifica~ion. a similar process in high-technology initiatives is used to ensure that strategic action and 

strate_gic intent stays aligned. Once a lead or lag develops between the strategic actions and strategic 

intent. srrorrgic dissonartce (Burgelman et al. 2004;478) occurs. Once sfrare& disso?rance is evident. 

new strategic intent From management is necessary to lead the project orlt of strategic dissonance, 

however. the success will depend on how \well manasement can capitalise on the conflicting information 

that i s  available at the time. The occurrence of sml~egic dixwmunce signals a srrakgic inflection point. 

According to Burgelman et al. (2004:479), although a srruregic hlf7ection point has a rigorous 

mathematical meaning: i t  could be defined infomially as replacing one tthning strateg with another. 

This sihation has a direct impact on the profitability of the business units or organisations as a whole. 

In both the above methodologies. the essence corncs down to the same thing. The projects bcing 

conducted and rhe associated project behaviour that manifest ilselrmus~ be monitored regularly lo ensure 

thar any diverse impact does not have a material effect on the outcome. Should any deviation from the 

project scope be ideiitified, corrective action needs to be applied. The effect of market forces on the 

initiative or projec~. both internal as wet1 as external to the organisation, must be understood and 

monitored as it will potentially have a major impact on available competencies and evenlually, the 

cornpethive advantnge of the organisation. 

2.3.4. Balancing of portfolio 

In considering the portfolio contents. it neccssary to focus on the type of projects contained in it. 

Christensen (2004: 1054) proposes a model consisting of five types of development pro-jects as depicted 

in Figure 2.3. 



Figure 2.3: The mapping or vadons Qpes or projects 
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Source: Adapted from Burgelman. R.A.. Christensen, C.M., Wheelwright, S.C. S/rotcgic trimrugenrent of 

tdtnologv i~~rto~wrion, 4th ed. (New York, N.Y.: McGraw Hill Invin. 2004). 1208 p. 

For the purpose of this study the Research and dewlopment project.~ and Aliimtces und p r h c p s  

components w i l l  not be discussed. The three relevant types o f  projects are: 

4- Deriva~ive projects - primarily maintenance oriented, small enhance~nents and add-on's: 

*:* Platform projects - because these projecrs are normally between the maintenance and new products 

type of projects. it is typically more process or product enhancement and improvement oriented: 

4- Breakthrough projects - these projects represent fundamentally new technolop or prodrrcts from the 

existing products or functionality. Because of the newness of the technology. it is important to 

understand the project risk, both tinancially as well as technically as these projects involve major 

business process, product and operations changes. 

Artto et a! (2001:33) suppons the view that the tvpe of project is an inherent cotnponenr of the 

management decision that is to be made whether to include or exclude the project in the portfolio. The 

type of project is lo be considered as part of the prioritisation esercise and wi!t be instrumental in which 

project bucket the project is positioned. The relationship of the project to podolio will depend on the 

organisation's strategy and to what degree the decision was made to keep to which type of project. 

The organisation's preference based on strategy, financial constraints. capacity and resource availability 

will determine the "mix" of projects in the portfolio, for esa~nple Company A may decide their 

information technology projects must consist of 75% maintenance. 10% process improvernenfs and 15% 

new product or system development or implementation projects. The contents of the prc$ecr portfolio will 

then be structured within these guidelines. 



In addition to the above preference for project ype. the risk profiles of projects also need to be 

considered as part of balancing the profile. Normally the cost estimates of information technology 

projects are based on expected value and return on investment. including additional information such ns 

estimatfi of t ime lo market. pricing projections and market research. Normally the resutts are expressed 

in some son of metric such as: 

O Net Prcsent Value (NPV): it i s  the present value of cash inflows minus the present value of cash 

outflows over a specific period. R ~ i s  analysis is sensitive to the reliability of future cash inflows that 

the project will 4 ield. 

*3 Expected Commercial Value (ECV): based on decision tree analysis, this metric considers the future 

stream of earnings Eom projects. the probabilities of both technical and co~nmercial success, along 

with commercial isat ion and develop men^ costs. 

Although risk for software projects are normally expressed qualitatively, it could also be expressed 

quantitatively where net present value and the expected commercial value could be calcufated using a 

range of values for esaniple optimistic. pessimistic and most fikely result. These results could be used as 

input for simulation exercises, such as the Monte Carlo simulation   nod el which would produce a 

distribution curve or histogram and finall!. risk could be calculated as a standard deviation. 

As the project under consideration is pan of the portfolio of projects. the comelation between the projects 

in the portfolio must be considered before the final selection decision is made. Correlation in portfolios 

is the relationship that esists between co-varying things. The relationship is based on the reason that 

should one thing change: the orher thing nil1 change either accordingly or to thc opposite extent. As the 

theory on investment diversification dictates, tlle assets or prqiects in rhe portfolio should not be too 

c!oxly related or corretaled in how they behave should there be a change in the business environment or 

should a project not be successful, Examples here are typically projects that are necessitated by 

regulations such as the Basel I1 Accord and development pnjccu to improve market share. In this 

example. the regulatory projects are compulsory white the market share prqiects based on busi~~ess 

requirements: however, both these kinds of projects consume resources and could therefore create 

constraints. resulting in certain behaviour. 

The projects that fit the requirements for a diversified project portfolio should be considered; but it is 

important that the project khakiour is nwnitared over time to ensure that the diversification is 

maintained. Corrective action should be instituted where behaviours change to the extent that the project 

portfolio contents do not correlate too closely. 

2.3.5. Project selection frameworks 

Amo et al (2001 :28) discuss three different project selection frameworks developed by various people. 

These frameworks are: 

*to Strntegic buckets model by Cooper. Edger/ mrd Kkinschmidf: 

*:* T k  srrdegy ruble model by Sprudlin and Kutolowski: and 

03 F~mnrwork b y  Archer and Ghasemcrvlrh. 



For h e  prlrpose of  his study. only the frarrlewfork by Archer and Ghasernzadeh will be discussed in broad 

terms. This framework consists of three major phases: 

0 S r r a t e ~  developmen! - details of srrategy at the various le\lels throughout the organisation 

should be a\failabfe. both at organisation level as well as at business unit level. The assumptions. 

dependencies. coristraints and risks should be well known considering both internal (micro) as well 

as esternni [macro) busincss factors, for example the SWOT and PEST analysis. 

o Indibiduat analysis of projects - most important in this component is to have common selection 

criteria that arc applicd in rhc se!ection process. At tire time that the evaluation is done. all  he 

projects in the portfolio need to be reviewed fully regarding status, resource consumption, progress 

status and effkctiveness. At this time. poor projects should be eliminated from the portfolio. If a 

high number of projects need to be evaluated, this frame\\ork proposes that a screening process be 

implemented to ensure that poor projects are eliminated long before it gets ro the actual selection 

process. This will prevent effo1.r to be spent on something that is not viable to the organisation. 

o Op~imal ponfolio selection - this phase i s  based on the simultanm.~~ comparison of all the 

projects in rhe portfolio. The interdependency between the projects are key as rhat might have an 

undue influence in the final ranking of the projects. The risk and correlation profile between 

projects will also determine the outcome in optimal portfolio selection. 

The framework by Archer and Ghasemzadeh as briefly described can graphically be depicted as follows 

(See Figure 2.4.): 

Figure 2.4: Archer and Ghasemziideh Framework 

Source: Artto. K. A ., Mart insuo. M .. Aalro. T. Projecr p r v d i o  nranagenrrnl: sfralegic rmmogetrrenf 

rhrortghprojects. (Helsinki : Project Managenlent Association Finland. PMS Finland. 2001) 176 p. 
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Once the proiect selcCtion has been concluded. tools depicting rcsuhs such as the so-called bubble 

diaframs or GEYMcKinsey bpe matrices could he used to display the projects depicting ponfolio risk 

and reward as well as the financial dimension. Such a diagram i s  displayed in Figure 2.5. 

Figure 2.5: GFYMcKinsey matrix / bubble diagram - Risk vs. Value 
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,Source: Adapted from Artto, K. A.. Maflinsuo. M.. Aalto, T. Pmjecr por&Iio rnnrtagen~enr: siroregic 

mrann~enwnf rhough projcca. (Helsinki : Project Management Association Finland. PMS Finland. 200 1 ) 

176 p. 

These bubble diagrams provide an inherent amounl o f  data. for example in Figure 2.5 the size o f  the 

bubble indicates the project budget amount while rhe quadrant indicates in which the bubble is, depicts 

the degree o f  risk. In this diagram. the bubbles in the top right hand quadrant depic~ high value projects 

with an associated high risk. Similar diagrams can be developed regarding the project types. market share 

and competitive position, ro name a few. 

1.4. Summary 

Research done by Benko and McFarlan (2004:31) reveal inter a h ,  !.he following: 

Pro-iect investments are ofien not aligned with organisation strategy - an appropriate evaluation and 

balancing methodology will ensure that the resources are allocated lo the projects tliar are mosl 

iniponant white cancelling or stopping projects that does not meet the criteria any longeer. and 

Short term efftcieticies and long term shareholder value could be realised through pursuing a 

porifoiio o f  projects that will allow the organisation to be able to capitalise or to adjusl better to the 

ever changing business environment. 

It is  clear that project portfolio management, if implemented and tlrilised optimally, would benefit any 

organisation considerably. The application thereof would imply that available resources (money, people) 

woi~ld he channeled into specific projccts and Tnitiarives (projects in porlfolio) supporling the business 

strategy in such a controlled and structured manner that a negative result (risks) would be managed in 



such a way (minimised/rnitigated/di\~ersified) that it would nor have a material impact on the 

organisation's operations. This proactive approach would ensure that the organisation continues lo 

operare at a competitive level. 

What is evident frorn the study is that. in order for project portfolio management to be effective. certain 

processes and disciplines need to be in place to support the whole initiatiw. This discipline and processes 

is supported by the Icvel of project management maturity that esists i n  the organisarion. H'hen reviewing 

white papers published by project portfolio management software tool vendors, it is evident that there is 

still a long way lo go for project portfolio management to become an established competency. 



CHAPTER 3: Project management capability maturity model 

3.1. Background 

D~rrilrg the early 1980's. the S o h a r e  Engineering Institute (SEI) developed a Capability Maturity Model 

(CMM) for Sofnvare to suppon organisations in improving the process of how they dcvelop and maintain 

software. Humphrey (1990) discussed a software maturity framework with specific reference to the 

abilip to achieve repeatability within established statistical control metrics. This approach supports thc 

organisation's effon to not only be able to reproduce products according to plan, but to improve the 

organisation's ability to produce better products. Once the future performance is predictable within 

established statistical control. the process is deemed to be stable or under statistical control. Mfhen this 

stable state is achieved. the probability of achieving the same product by repeating the same process will 

be high. In order for any maturity model to be successfiil. certain basic principles need to be in place 

(Humphrey. 1990: 4). They are: 

*:* The current status of the process needs to be understood: 

*:* A vision of the desired process needs to be developed; 

*:* The list of required process improvement actions needs to be established based on priority: 

*3 A plan needs to be produced in order to accompiish the required actions: 

*:- The necessary resources must bc committed in the execution of the plan: and 

*3 Start the process all over again. 

The abovc iterative process is aligned with W. Edward Deming's Plan-Do-Check-Act cycle and at the 

same time, it  fomis the basis for a co~itinuous process improvement. 

The general principle when applying a maturity model is to establish where the organisation is in terms 

of current processes and what the objective for improvement should be. The gap behveen the AS-IS and 

the TO-BE would then become the objective; the appropriate process improvement to be achieved must 

be defined and appropriate action plans developed and implemented. The process thcn repeats itself 

again. 

Humphrey (1990:5) proposes the following process maturity levels: 

Initial - in principle this level would be achieved once the organisation is in a position to provide 

rough eshiates of schedules and costs and there is a good probability that it be achieved: 

Repeatability - the probability of' being able to obtain the same results based on the application of 

rigorous project managenlent practice governing comlnitrnents. costs. schedules and change control. 

Defined - thc processes have been deveioped to the point where i t  is standard operating procedure. 

During this stage utilisntion of more complex technology could be introduced. 

Managed - at this stage the abiliry exists to apply comprehensive rlleasurelnents to analyse the 

trends. Based on this intelligent analysis, significant quality improvements could be introduced that 

will coritribure substantially to process improvement. 

Oprimising - tile organisation has now achieved the stage where the basis is i n  place that enables 

continuous improvement and opt imisat ion of the process. 



During the same period that the S o k a r e  Engineering Institute developed the software capability 

m a t u r i ~  model, the Project Management Institute developed the first project management body of 

knowlcdge that was published in 1987. Subsequently. the project management body of knowledge has 

been revised and updated twice: in 1996 and 2003. These various editions of the proiecl management 

body of knowledge formed the basis for the development of the project managerncnt process related 

maturity models through the late 1990's into the early 2000's: esamples of these are rlie Organisational 

Prqject Management Maturity Model (OPM3) and the ESI Internationat's Pro-jectFRAMEH'ORKTM to 

name a few. 

3.2. Project rnanagement maturiv model 

ESI hternational developed the ProjectFRNMEH'ORKTM during the late 1990's to enable organisations 

to implement project managernent best practice through an incremental process of improven~ent. Duc to 

the close alignment with the Soft\vare Engineering Institute's software capability maturity model. it is not 

surprising that Pro- jec tFRAh4E\0UT also adheres to a 5 levels of maturiy model. 

These 5 levels of maturity are: 

Ad Hoc - at this stage the applica~ion of consistent pro-ject management processes is based more on 

individuais being able to apply cenain project management principles to independent projects: 

managenlent also do not actively suppon any formal project management processes. 

Consistent - a project management methodology is irnpleniented and supported by management. 

The relevant policies. processes and procedures are developed and i~nple~nented while the relevant 

stakeholders are trained. 

Integrated - at this level. project management processes are standardised. documented and totally 

aligned ~ 3 1 1  the nine PMBofPi  knowledge areas while standard processes are closely aligned with 

the five PIMBoK~" process groups. 

o The nine knowlcdge areas are: 

Project integration management: 

Project scope management: 

Project time management; 

Project costs management; 

Project quality ma~iagement: 

= Project h~rman resource managerncnt: 

Project communications managernent: 

Project risk management; and 

Project procurement managemenr. 

o The five PMBoKT" process goups  are: 

Initiating: 

Planning: 

Executing; 

Controlling; and 



Closing. 

*:* Comprehensive - at this Rage. project managemen1 has been irnplemerlted estensively throughout 

the organisation. The stakeholders arc aII deemed partners and advanced project management tools 

are utilised. At this time. projects are linked to and also support the organisations' business strategy. 

*:* Optiniising - the objective at this stage is 10 use innovative ways and means to iniprovc the 

organisatio~i's project managenient capabil iry overal I .  

If the two maturity model frameworks dealt with up to now are considered: that is the sofhvare maturity 

mode1 (Humphrey) on the one hand and ESI's model; there is no material difference in approach - only 

the benchmark criteria differ; the levels of matu~ity dcfined are the same by difleren~ names. However, 

the focus for the ESI framework is project management based: portfolio management is not considered. 

A graphic presentation of the Pro.iectFRAMEWORKTM would @pically be as displayed in Figure 3.1. 

Thc increasing levels of maturity are indicated with the associated levels of process capability that is 

institutionalised as progress to higher levels of maturity is achicved. 

Figure 3.1: The five levels of project management capability process model 
as per ESI's ProjectFRAMEWOWM. 
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The above maturity levels will bc explored during the empirical study as these are the rriaturity levels that 

are currently known in the rnarket place. 



The Project Management Institirte launched an initiative in 1998 to develop the organisational project 

management maturity model. In essence. they opted to retai!i the five PMBoKTM process groups; 

initiating. planning. esecuting. controlling and closing. The final result of this initiative ended in a multi 

dimensioned maturity model that is based on best practice for ur ious  domains such as pro-ject 

management, programme management and portfolio managcrnent. In another view, best practice 

regarding the progressive stages of process improvement is addressed. from standardising. to measuring. 

lo control and eventually continuously improving. Within the framework of the various domains and the 

various stages of process improvement. thc incremental improvement of capability is achieved. 

Graphically. the organisation project management maturity model would be presented as follows in 

Figure 3.3. The benefit of such a multidimensional model is that the organisation that wants to dcvelop 

its project management maturity will have the flesibiliry to address the panicular areas of improvement 

that are particular to it. The one dimensional model such as the software capability ma~uriv  model will 

not allow the various perspectives to be addressed at the samc time. 

Figure 3.2: Organisation project n~anagement maturity increases along a continuum 

Source: Project Managemen t Ins t it  u te. Orgm,.li.vatiorraI project nranaganter~r 111~twit-v rnoci~i. (Project 

Managemc.nt Institute. Newton Square, PA. 2005) 179 p. 

For the purpose of this study, the above material was included to indicate what rhe latest thinkins is 

regarding the project management maturity models. It is iniportant to understand as this model will 

provide a better aligned and comprehensive modcl. However. especially in the South African business 

contest. this niodel may be too recent to include in the survey done for this study. 

3.3. Summary 

The project management capability maturity provides any organisation the ability to move towards a 

niore rname project management organisation. It must be stressed though, that it is an espensive. long 

and hard exercise that is required. It is important to note that the same rule from the software capability 



maturity model applies to the various proiect management maturity nlodels in  that it is NC)T possible to 

skip any one level. I t  is an inherent characteristic and a progressive niodel that evolves over time as 

capabilities develop and processes improve. 

Given the extent and framework of the organisational project management maturity model. i t  is evident 

that an organisation will only be able to iniplement and practice etTec~ive po~tfolio management based on 

a relatively high level of project management maturity. 



CHAPTER 4: Business strategy 

4.1. Bachground 

" In  war. more than anywhere else in thc world, things turn out differently from what we espected. and 

look di ffercntly up close from how they looked a1 a distance." Carl von Clrrusewifz (1 780 - 1831) 

These words wa*e said in  a time when conflict esisted especially between the different aristocracies. In 

ii.ar, the general with the best strateglr on the day may win the battle, but if the strategy is not sustainable 

and adaptable,  hat same general who won the bat~le, may still lose the war. Decisions are made based on 

the best information that is available at the lime: the intelligence used during any war is ofien 

contradictory and sometimes just wrong, The commanders must therefore make decisions based on their 

inner convictions even if the i~itelligence available, are not good. A decision made. based on correct 

information on one day may not be as applicable tlic nest day due to a rapidly changing environment or 

situation. 

Conflict today is still a.s evident although the focus has moved from war to economic activities. which is 

not necessarily any less revolutionary. 

Vori Clausewitz's tlirory on war focused on the big battle as a way to win. while Sun TZII believed that i t  

was possible to avoid fighting through planning the right strategy before the battle. 11 combination of the 

two schools is 11imt probably more effective. The best organisations develop win-win strategic initiatives, 

doing their planriirig so well that they are sure to win. When competition is encountered, the 

i~iiple~nentation of their strategies is so good that they will win anyway. 

During the past century. business strategy has developed through various phases and various 

environnmts. The wars during the period had a tremendotis impact on increased speed of technological 

developments with the associated corporate growh increasing the dernand for better and more 

appropriate corporate strategy. According to Lynch (2000:48), corporate strategy developed from a 

co~iipetitor focused approach during tlie 1980's to an approach with eriiphasis on internal resources 

during tlie 1990's. Practices s~lcli as Management by Objective (MBO) and other similar initiatives sl~cli 

as the Quality Circle approach was developed to ensure participative management from internal resources 

in order to ensure maximum business participation. 

4.2. Business strategy 

With globalisation happening at the speed of light and the number of' emerging markets 

developing. uncenainty in Ihe economic space just became a bigger issue by the day. Due to the 

degree of uncel-tainty, a contingency approach to strategy has evolved and developed over time 

resulting in learning organisations. 

The demand for scarce and skilled business resoilrces is growing simultaneously and possibly a1 a higher 

speed due to the compe~itive nature of business. This necessitates the need for the same resources to be 

utilised effectively to achieve the optin~al benefit and profitabiliry from economic activity. 



By the trim o f  the millennium. the speed o f  the economic race has increased. especially due to the rate of 

Information. Co~nmunications and Technology (ICT) development as wel l  as the proliferation in 

ulilisation o f  the world-wide-web. Uncertainty has now become a way o f  life. in al l  walks o f  life and in 

particular. in  the busiriess environment. New approaches to strategy rnanagemenr are requircd and as 

such have been developed and implemented during the last decade. 

Courtney (200 1 ) proposes a contingent strategy met hodology in  dealing with unccrtainfy in the business 

place. His proposed methodology is especially   no re applicable to organisations where technological 

change and developments have a high impact resulting in ever changing environments. products and 

services. Courtney continues and discusses the concept o f  various levels o f  residual uncertainty. from 

level 1 where the f i~ture is clear, level 2 where there are various options available but only one option is 

the corrccl one, level 3 where only a representative set o f  o~~tcomes within a possible range o f  ou~cornes 

can be defined and lastly. level 4 where future oulcolnes are unknowable and unknown. Various tools 

and techniques are proposed for use by management as such for general business strategy formu!arion, 

implementation and measurement. 

Courtney (2001 :12) proposes a four step process to deal with StTategy in the uncertain conditions 

prevalent today. See Figure 4.1. 

Figure 4.1: An iterative four-step process for stratcgy under uncertain conditions 

D e h e  rh- shalaplc mue and Ihe 
InMl d mr-~Iual 

Source: Adapted from Courtney. H. 20/20.for~:sighr: cruflirtg S I ~ U I C ~  in at? rrncewtrin world. ((McKinsey 

82 Company. Harvard Business School Publishing. Boston, M A .  2001) 207 p. 

The proposed process is one o f  defining the strategic issue with the associated level o f  residual 

uncertainty. Based on the defined strategic issue and the level o f  residual uncertainty. certain options are 

csplored and possible solutions are defined. These solutions are then analysed and based on the ou~corne~ 

strategic decisions can then be ~nade. Over time. the o~~tcorne o f  the strategy implementation must be 



monitored to ensure that the results are as espected. If not or the results arc not achieved. corrective 

action must be developed and implemented. The loop will then proceed as per Figure 4.1. 

The Balanced Scorecard approach (Norton 8: Kaplan. 1996:200) and methodology was developed over 

the lale 1990's and evolved into a fairly fir11 blown strategic model \vith application not confined mainly 

to technology related industries. The proper implementation of the balanced scorecard will provide the 

organisations with the ability to a l i y  stralesy from the top to the bomm of the organisation, while the 

long term vision and strategy will be shared by aII; all employees will be encowaged to participate in 

realising said srrategies while successful participation will be incentivised and re\varded accordingly. In 

essence, a model of com~nunicntion and linking is proposed - see figure 4.2. 

Figure 4.2: A different management system - communicating and linking 

Source: Adapted from Norton. R. S.. Kaplan, D. P. Balunced scorc.cuvci. mcmsluti~lg sr-r-crregy inlo 

ucriun. (Haward Business School Publishing. Boston. MA. 1996) 322 p. 

In I998 GAO (1998:3 1) proposcd a balanced scorecard approach in measuring rhe contribution of 

information technology to rnission outco~nes and performance improvement and i n  the process give 

recognition to the impact of the information lechnology support role. Throudi the utilisation of this 

proposed model. the organ isat ion will be able to: 

03 Establish integrated fi t  bemeen the business strategies and the information technology strategies: 

*:* Provide visibility on how well the overall portfolio of information technology investments are being 

managed: 

*:* Establish arid confirm whether information technology spending is in line with espectations; 



d Ensure cost ewective results consistently produced; and 

-3 Ensure that the business value and cost effectiveness of information technology is mssimised. 

At rhe same time. by using the Balanced Scorecard model, it will be possible to link strateg through to 

the supporting projects at the lowest levels. Purely by following the scorecard structure levels, it will be 

possiblc to dcvelop the project podfolio levels based on the principles the organisation may adopr 

rezarding their prqiecr management office srrucrures. It will also be possible lo link projects lo the 

employee's Key Perfonnance Area's and once that is done. it is fairly easy to link lo the reward and 

remuneration systcm of the organisat ion. 

It will be possible to roll projects up into programmes and programmes into a project portfolio(s). 

depending on the size of the ~rganisalion. By doing this i t  will be possible to obtain an eslensive view 

and stiilcrure of the portfolio of projects within the organisation. 

43. Summary 

Based on the review of the balanced scorecard model in !he forgoing points, it is again evident that in 

order to be effective and efficicnr, a structured and transparent approach is required to ensure optimum 

results. 

In the bigger business picture, and because of the nature of the ba!anced scorecard model. the proper 

application of ir will ensure that the organisation and its processes will be well structured and all 

initiatives will be aligned with the organisarions strategy. 

This state of the organisatio~ will then rcqi~ire a high level of capability and maturity. while ensuring 

propcr governance in wnns of strategic aligned infmnarion technology projects csecufed. thus providing 

oernent. the required basis for etTective project portfolio mana, 



CHAPTER 5: Empirical sf udy 

5.1. Introduction 

In chapters two, three and four the first objective was achieved through the detailed literature study on 

project portfolio management. the project management capability marurity model arid business strategv. 

The second objective. which is to understand the current state of project portfolio management and the 

associated components in organisations, will be achieved by performing a survey on the various 

organisations. The high level results from two (2) international surveys done by KPMG Inter~iational and 

PriceWaterhouseCoopers will be incorporated into this study i n  order to creare a comparison of cment 

South Arrican project porifolio manasement practice to the international project porifolio managenlent 

practice. 

5.2. Questionnaire design 

The questionnaire was designed with the purpose of obtaining data regarding specific focus areas in order 

ro be able to determine whether project portfofio management contributes to effective business strategy 

esecut ion. 

These focus areas are also used to compare the results from !his study nith the high level results from 

international surveys done by KPMG International and PriceWa!erliouseCoopers. 

The areas that tlw questionnaire was fmused upon were: 

Industry - to ensure that a fair cross-section of industries are covered and tha~ major and smaller 

companies are included, resulting in a more representative survey sample; 

Organisation - lo obtain an irnderstanding how formal the pro-ject management ofice structure is as 

well as at what level it operates, with the associated decision delegation structure; 

Performance criteria - to determine what the average main project performance criteria are and what 

the main criterion is For a project to be deemed successful; 

Methodology - to deiermine what best practice rnodel the organisat ion"s project management model 

is aligned with and to what extent it suppor~s a project portfolio management model; what benefits 

the application of the relevant methodology oikrs: what ilripact thc utilisation of the indicated 

methodology has and finally. which project management areas could still be improved; 

Project management tools- [he identification of basic project management tools and how enective it 

is perceived to be utilised and rlre identification of additional software tools in order to identify 

projmt portfolio model components such as advanced "what i f '  modeling tools; 

Project succesdfailures - to obtain data regarding the n u ~ n k r  of projects being undenaken. the 

nurnber that are completed, the number cancelled or put on hold, the number of projects conipleted 

but not deenied successful and the primary reason for projects not being successful: 

Colnpliance with policies and methodologies - determines who monitors the compliance to the 

projeel management policies and methodologies and whether compliance to it. is linked to the 

company review and reward systems; 



*:a Project management maturity - an indication of the  level that the respondent believes tlie pmject 

management maturity level is within tlie organisation, with measurement of  the exlent of process by 

elimina~ion of poor projects. the tracking of project benefits and whether tlie results of the project 

benetlts are used as a baseline knowledge base for future projects or not: 

*3 Slrateg~ linked to projects - determine whether IT projects are linked to strategy: what the impact is 

that the pro.jccts in the prqiect ponfolio have on the comperirive advan~age of the organisation. 

determine whether the project decisions are aligned with strategic business goals, whether the project 

mix in the IT project portfolio is reviewed regularly and whether the current business strateav is  

based on the balanced scorecard mehdology or a similar model. 

5.3. Questionnaire analysis 

The questionnaires were distributed via e-mail to various projects stakeholders in a number of South 

African blue chip companies. These participants were briefed on the objective of the survey and it was 

requested that the questionnaire bc completed within hvo weeks. This control measure enabled the author 

to determine the tunlaround lime for the questionnaire completion without compromising on the time 

constraints. 

During the two week period, some of the participating respondents faxed the completed questionnaires 

back once they had completed it. while the rest of the questionnaires were collected from those that 

participattd. 

The answers contained in the questionnaires were analysed to identify the current status of the 

contribution of the project portfolio management to business strategy execution. The author's objeciive 

was to invesligate the necessary data to obtain an indication of whether project portfolio management 

practice does support business strategy execution. 

5.4. Preliminary data analysis 

Table 5.1. shows how many questionnaires were distributed, not received back and analysed. The 

industr?; analysis is also indicated for those qi~estionnaires received back. 

Table 5.1. Questionnaire feedback 

Industry 

-- 
Financial 

services 

Services 

Telecommunic 

at ions 

Mining 

Transport 

Questionnaires distributed 

Number 

4 2 

-- 

% 

1 00 

Questionnaires not received Questionnaires analyscd 

Number 

27 

Number 

I5 

3 

4 

6 

1 

1 

% 

64 

% 

3 6 

20 

26 

40 

7 

7 



For purposes of 11ic following analysis, the I5 respondents were used in all the subsequent analyses. 

The companies. which were represented by the respondents, were 67% in the category of organisation 

with annual revenue bigger than R 2 billion and more. while 23% represented the category of 

organisation nrith annual revenue of less than R 2 billion rand, but more than R 500 million. 

The respondents represented the role of project manager by 47%, orher project stakeholders by 33%. 

programme manager by 7% and project portfolio manager by 14%. 

A total of 36% of the questionnaires distributed, were analysed. 

5.5. Results of gathered data 

The results of thc da~a will be represented in the following manner: 

-3 The purpose of the key area; 

*3 The result for each question will be described; and 

-3 An analysis will be provided resarding the respective results. 

5.5.1. Organisation 

5.5. I .  I .  Purpose 

The purpose is to determine how formal any project management office is within the organisation 

structure: for esample. whether it is fmnally indicated in the organisation's smcn~re or not. The level of 

the project management office is indicative of how the project management office organisation is 

slructured while the delegation structure is a clear indication of how much authority resides with the 

project management oflice role. 

5.5.1.3. Analysis 

Qwsriun 4: Does yot~r cmp--nny h e  a for.r~rul prqject nmnugtwent O ~ ~ C P ?  

More than half (53%), of the respondents indicated that such a formal project management office is 

indicated in the organisation structure, 27% of the respondents indicated that the project management 

office esists to manage IT projects edusively, while 20% of the respondents indicated that i t  suppons 

molriple business areas, like IT, logistics and marketing. 

Qutsriorr 5: At what level does your projecc nmlc/gernmt qf/ictl crpemte? 

More than half (6W). of rhe respondents indicated that the project management office npcrates at 

programme level, meaning managing various pmjects that roil up into programmes. A rota1 of 27% of thc 

respondents believed that the project management ofice operared at a project portfolio level while 13% 

of the respondents indicated that il operates at project level. 

Qtmrion 6: Which orguni.~a~ior sn.tlcllrr.e is most descripriw qf.yuz~r projeer nmnagernmr oflee? 

A third (33%), of the respondents indicated that a strong matrix organisation structure is followed. 

meaning that a project nlanager's nuthority in the execution of projects i s  moderate lo high. The 



remainder of the respondents believed that the authority of the project manager is riioderate lo link or 

none (27% of the respondents), low to moderate (27% of rhe respondenls) and limited at 13% of tlie 

respondents. 

5.5.2. Performance criteria 

5 . 5 2 .  I .  Purpose 

The purpose is to establish what is deemed to be the performance criteria for the project management 

ofice. The various functions that a project management office normslly offers have been defined and the 

respondents had the oprion to srlecr all the appropriate functions that they believe is applicable to tlie 

project management ofice in their relevant organisations. This is necessary to establish which kind of 

sewice the projecr management ofice delivers to the project community within the organisation. 

As part of the above. it also analyses the performance criteria as practiced for project success. 

5.5.2.2. Analysis 

Question 7: The fnformaliwr Technofogy projec! Innnugemcnr orfljce rtorrrmlly qflers n~~j?rer.ousfiinctiort.~. 

Please select /he nppiicable options Ihnf relafe lo yaw orgunisafion. 

Project management governance received the highest rating (87% of the respondents), with project 

tracking and reporting at 73% of the  respondents. project coordination, communication. project risk 

management and prqject configuration management in the niid 506/0*s of the respondents whik project 

portfolio management lags behind at 47% of the respondents. 

By drawing an inference, this means that Ihe project management ofice provides the structures. policies, 

processes and procedure5 regarding the management of projects wifhin rhe otganisation because (hat 

consrituies the appropriate governance. 

Question 8: H'hich is the singlc mosr i~r~por~ant ntcastrre of slrccess.fw~~our Informarion Technofon 

p-ojccts? 

The delivery to business requirer~ienrs (60% of the respondents) was deemed the most important 

measurement of pro-iect success. The standard project management criteria of project delivery on time 

(20% of the respondents). within budget ( 13% of the respondenrs) and with the relevant project quality 

(9% of the respondents) have been listed as well. The implication of this could be that projects are 

deemed successfi~l even if it did not adhere or achieve any or all three cornerstones of project 

management: rime, budget and quality. 

5.5.3. Methodology 

5.5.3.1. Purpose 

The purpose of esptoring rhe project managemenl rnetho8oIogy is in order lo understand the prqject 

management approach ss applicable to the respondent's organisation. The results indicate whether a best 

practice project managernelit methodology has kc11 adopted, the level of formal projec! portfolio 

management practices that has been implemented. the benefits that are currently achieved by utilisingthe 



methodologies, the impact these methodologies have on the project management function's abiliry to 

achieve project success and finally, the identification of which areas could still be improved in the project 

managcrnent Function. 

The extent and depth of best practice methodology utilisation will be a good indication of the ability of 

the respndent's organisation to execute project portfolio management activities. 

5.5.3.2. Analysis 

Queaion 9: Does your cotrtprtny .folkow a stage-gure opprcroch in the mecution of your lnfornrafion 

T e c ~ m o / o ~ p r c I j e ~ ~ ~ ,  marring thar certcrin rtlile~lones or deliverublc.~ need 10 be achieved hefire the n e . ~  

sf age ca)l sfarf? 

Most of the respondents (87%). agreed that their cotsipany does follow a stage-gate process. 

Que.v!jun 10: Which projecr mancrjirrtren! rrrerhddu~ is being used by your pfo~eM nmrtugetnenf ofice 

fu u.tecuft2 projecls~' 

The majority of the respondents (PMBoKB - 47% & ERP specific - 13%) indicated that a best practice 

methodology is being used by the project management office to execute projects. The rest of the 

respondents (40%). indicated that they use mehdologies that we homegrown although it is aligned with 

best practice fral~~eworks such as PMBoKa. 

Quwfion I I ;  Which s p c f ~ c  me rho do lo^ ch you I m v  in plcrce !o oplimise your project pot-@lie 

armring risk is nrinin~ised and rerwn on inwsimnt is opiimised'? 

Less than half (47%). of the respondents indicated tha~ an economic model consisting of net present 

value. internal rate of return and return on investment is used. while the other 53% of the respondents 

indicated that no formal methodology is used. 

Q~wslion I :  According 10 JONP view what is IIW trtost advantageot~s nppIicalio# h t  fhr uhuw 

met hncJo10gies o@r you? 

Most of the respondents (53%). indicated that these implemented methodologies enable the project 

management ofice to develop appropriate business cases including resource requirements resulting in 

better planning. 40% of the respondents indicated that these methodologics support improved project 

execution while 7% of the respondents believed that a Inore efficient levef of prosect risk analysis and 

management is achieved. 

Question 13: WIU? impad docs the ~~iiisufian yf these n?erhdologic.s Ime on your ubilir)? ro i xh i iw  

.u r~ccrs.~fui proj jects? 

60% of the respondents indicated that the utilisation of these nlethodologies have a medium impact on 

pmjecr management ofTce's ability 10 achieve successful projects execution. while 20% of the 

respondenrs believe that ir has a lo* impact, and the other 20% of !he respondents indicates it has a h i ~ h  

Impact. 



Questinn 14: Which urea oJprojecr nmmugenren~ could siil/ be itnprwed in your orgmlsntion? Rank in 

ortkr afprt?ferencr.fioni I ro 6 n-irh I boirg rhe ctreu char cordd intprow ?NOS/ a d  6 b e i q  rlw crreu rltnr 

need5 rlw Ir.usc i))q)rovetrrunr. 

The results have been tabulated and summarized per improvement area with the majority respondent 

choices in the order of I to 6 as follou~s: 

6 Change management, effective project inipiementalion and optimisation of positive organisational 

response - 33% 

4- Quality management - reduced rework. minimum bugs - 26% 

4. Project risk rnanagernent - identification and mitigation - 40% 

*:* lssue management - issues impacting pro-ject delivery - 40% 

*:* Communication between stakeholders - 33% 

-3 Project financial management - budget versus actual - 47% 

5.5.4. Projecl management took 

5.5.4. I .  Pltry0se 

The purpose is to establish what basic pro-ject managenient tools are being used by the various 

respondenrs' prqiect ~nanagement oflice. In order to be able to execute proiect portfolio management. 

more sophisticated toolsets such as "what i f '  and dashboard reporting mechanisms are required rather 

than IIW more convmtional project resource scheduling and costing mechanisms. It may well be that 

more sophislicated toolsets are implemented but it might not be used to the full capability due 10 

shoncornings on the organisation's side in terms of processes and procedures. 

5.5.4.2. Analysis 

QIWSI~O~Y 15; Which projec f rnnnogmwn! fools are trsed by ptrr projeer rtlanagenretr f oJfice? 

M S  Project is used by the majority of respondents (73%), followed hy MS Oftice suite ( 1 3%), w bile 14% 

of the respndents indicated that they did not know which toot set is  being used. 

Qu~stion 16: How efficrivr do jarr believe is rhe selcc!edprojecr nmmagtwienl iools? 

Accordins to 67% of the respondents the a b l e  selected tool sets are only fairly effective, with 26% of 

the respondents selecling very effective and 7% of the respondents staling that it is not effective at all. 

Question / 7: '4rp m y  d(lfiional prqaecr-related rook used by yotrr orgu~risu~iotr? 

The response was varied. 33% of r h t  respondents, selected Microsofi 2003 Enterprise Server. 13% of the 

respondents selected a "what i f '  modeling 1001, 7% of the respondents selected a sophislicated dashboard 

tool and 7% of the respondents indicated that the project rnanagernent office is using a projed portfolio 

management tool called Mercury. 40% of the respondents indicatcd that their organisation does not use 

any additional project-retated tools. 



5.5.5. Perceived value of the project management office in the organisation 

5.5.5.  I .  Purpose 

The purpose is to establish how the project manapnent office is perceived within the respondent's 

organisation. Given the perception. the question is then also posed as to which key success factors the 

respondenr klieves is most critical to project swcess. Inevitably, the perception is biased because of 

certain key success factors not being in place. 

5.5.5.2. Analysis 

Q~ie.viun 18: JT'hnf vafuc, do yo14 halicw, docs the pny'ect mmagenter~r office add fa the esectrfion qf 

pr.ojw/.v within JWW husinesr? 

The majority (66%). of the respondents indicared that the prqiect managemenr oflke contributes minor 

value 10 the orsanisarion's project execution ability; 33% of the respondents indicated major value add 

and 7% of the respondents indicatcd no value add at all. 

Qwstiorr t 9: Which ofthe following key s~cccess fnc.rors (fo you beliew is most criricol to achieve project 

SIKT~SS? Plense rank in order qf i~npor~nnce. I being the most i~npr tant  cmd 5 being the kemi inrportunt. 

The results have been tabulated and the resufts summarized per key s~rccess factor with the majority 

respoudent choices in the order of I to 5 as follows: 

*:* Exetutivc sponsorship - 60% 

*:* Clearly defined project scope - 4% 

*3 Leadership and team work - 4 7% 

Q Project risk management - 53% 

*3 Transparent project reponins - 60% 

5.5.6. Project succes;s/failures 

5.5.6.1. Purpose 

The purpose of this section of the qircstionnaire is to establish the fact that. although a great number of 

pro-iects are executcd and implemented every year. some projects are stoppcd while other projects are 

deemed not successful. even thou~h it has been implemented. The respondents are then requested to 

indicate which primary reason they believe contributes to projects not being successful. 

5.5.6.2. Analysis 

Qwstion 20: fIow Inrn)? prvjects lrmle hem ~rmrrged by thp projecr nrmtagcrrrwnt o f l c ~  hrring the past 

*pilr? 

The results varied, with 40% of the respondeots indicating 0-20 projects, 27% of the respondents 

indicared more than 60 projecrs with one respondent indicating more than 600 projects, 20% indicated 

4 1-60 projects and 13% of the respondents indicated 2 1-40 projecls. 



Qzr~srion 2 1: How nxinqj qfrht. above projkts hmv been ronplercd succ.ce.v$rl!~~ drrritrp rhe pus! par.? 

Almost half (47%). of the respondents indicated 0-20 projects. with 20% of the respondents selecting 2 1-  

30 projects and 26%. more than 60 prqiects (up to 450 proiects) respectively, and finally with 7% of thc 

respondents selectinp 4 1-60 projects. 

Q~iesfion 22: How mcitly oJ~hr crhnw prc,i~crs h e  beerr cat~criird/ sroppcd hrring rht. pmr year? 

The respondents (93%) were quite clear in the selection of 0-20 projects with 7% of the respondents 

selecting 2 1-40 projects. 

Quwhrt 23: How many q f r h  above projecss h v  ketr cowple f~d  btrr aclcertred ,sz~ccessfir/ diring the 

past yeur? 

The respondents (93%). were quite clear in the selection of 0-20 projects with 7% of the respondents 

selecting 2 1-40 projects. 

Qtirstivn 24: In your view, tc~hur Is the primary reasonfor the chow prr$ccts nor beirtg successfiil? 

Misalignment with strategy was the option chosen by the majority (33%). of the respondents, while the 

option considering poor change management. noncompliance with processes and tack of understanding 

as well as poor project planning and execution were selected by the second most (20%). of the 

respondents respectivety. follo~ed by 13% of the respondents selecting lack of esecutive sponsor 

involvemenr and resource contention respectively. 

5.5.7. Compliance with policies and methodologies 

5.5.7.1. Purpose 

The purpose is to establish how the policies and methodologies regarding project management is 

promulgated and monitored in the respondent's organisation. Howevcr. it is not possiblc to implement 

compliance to policies and methodologies wit houl enforcing I hem somehow. I n  order ro faci litate the 

appropriate employee behaviour. it is necessary ro create the necessary reward mechanisms so as to 

reinforce the correct hehnviour. 

5.5.72. Anatysis 

QuesIiotr 25: J H ,  monilors the cottydiance lo projcn ~?unugenianr policies and ~~ethodohgies  within 

your orgmisn r ion? 

72% of the respondents selected the option of the project oflice managemenr team monitoring the 

compliance to project management methodologies and policies at their organisations. 14% of the 

respondents indicated that other functiorls in the orpanisation such as Internal Audit monitors 

compliance, while 14% of the respondents stated that no formal mechanisms exist for monitoring 

compliance. 



Quesrion 26: 1s the coniplimce lo project inmugetncnt policies irud niethbologies link~d to the WV~CIV / 

rewurd sytetns in yozlr orgunisarion? 

Thc respondents were almost 50-50 with 53% of the respondents selecting the option [hat compliance is a 

part of the project stakeholder's Key Performance Areas as u s d l  for performance evaluation, while the 

other 47% of the respondents indicated that conlpliance is not linked to the organisations revie~ / reward 

systcm. 

5.5.8. Project management maturity 

5.5.8.1. Purpose 

This part of the questionnaire aims to establish the level of project tnanagement maturity that exists 

within the respondent's organisation. To validate the response in question 27 to some degree, questions 

28 to 30 cover specific areas of rhe project management rnaturiy model that is required before qua1iQing 

for a level 4 of projcct manasement maturity. 

5.5.8.2. Analysis 

Quesrion 27: 01 your vim, uf which level oythe pruject mmrragcrnertr capability nmtwip Imel docs your 

r~rganisotiort r.~eculc if 's  J?lformntion Tuch?~ology projects? 

The responses per maturity level were as follo\vs: 

0% Level 1 - no project management - only ad hoc processes - 7% 

+ Level 2 - database of projects exists, and value is assessed for individual projects - 27% 

O Level 3 - project selection occurs prior to execution - 27% 

O Level 4 - projects ere actively managed at  department levels - 33% 

9 Level 5 - prajccts are actively managed at enterprise levels - 6% 

Ql~estion 28: Is !here a process in place where poor projects could he killed during the elqlrhofion qf 

appficon! pojucts or regulding  project.^ that nre not achieving rkir  objectiivs and are rmlikcly ro? 

The majority (67%): of the respondents agreed that such a process is in place while the rest (33%). stated 

that there is no such process in place in their organisations. 

Q~restion 19: Is there .LL proce~s in place which /rocks whether. rhe proposed project u~dporrfolio henejirs 

ore rcalised? 

Most (MI%), of the respondents stated rhar no process is in place in their respective project management 

organisatiorts to track proposed project and porlfolio benefits that are realised. The rest (40%). stated that 

such a process i s  in place in their organisations. 

Question 30: Is the nhow henfit tracki)~gprcess for j~mposedproject n~rdpur!foIio benefits rmlisation 

&ecfive rn tlrr r h q p e  rhaf if canki be wed U.T u hawline or b e n c h  for I proj~ct plnnning? 

87% of the respondents said "No" while 13% agreed that sucli prmess is effective ro be used as baseline 

for future project planning. 



5.5.9. Strategy linked to projects 

5.5.4. I .  Purpose 

The purpose is to establish whether the respondents believe [hat the projects esecuted by the proiect 

management organisation are aligned with the organisation's business strategies. 

5.5.9.2. Analysis 

Qzresfion 31: Arc. yorrr Inforraafion Tecllnology prqjecfs rnrrpped to businem strcrrcgies? 

An o\wwhelming 79% of the respondents a g e d  that their organisation's Informalion Technology 

projects are mapped to the organisation's business strategies. 21% disagreed. 

Qwstion 32: Does jwur orgnnisurion review /he IT pcwfjo!io repdcirly tu en.s~rre lhaf !he projecfs in ihe 

portfolio we uilf  aligmd wilh busines.~ changes? 

The responses were tabulated with the following results: 

*:* Monthly - 20% 

6 Quarterly - 47% 

*:* Annually - 26% 

*:* Other - did not know - 7% 

Ques/iort 33: In pour view, W ~ I U I  inrpcr does 11w p o j e c ~  prtfolio approach, with tlw msocicireiiproject.~. 

hme on rhe ~rguni .so/ io~~'~ uhilip to achieve cotnpe~i~ive uh~anroge? 

More than hal f  (53%). of the respondents indicated  hat a project portfolio management approach has a 

medium impact on the organisation's ability to achieve conqxtitive advantage, while 33% of the 

respondents selected high impact and 14% of the respondents selected low impact. 

gueuiotl3-J: b1 your view, arc the projcc~ dccisims aligned wifh sfmlegic busifiess goc~ls ortd objec~ives? 

The majority (73%), of the respondents believe that the project decisions are aligned with the 

organisat ion's business strategies, white 27% of the respondents believe that the project decisions are not 

aligned with the organisation's business shategk. 

Qlresiion 35: In  yotrr r h s ,  is {he oqprti.wtiotl 's Infortr~o~iot~ Teclrnology project por$io!io bo/mc:ed it1 

/ha/ ir conrnins the rig111 rtlix of pt-oject.r? E.rorttples here are n con?hittariorr of mointewance. 

enf~uricenren~s cmd new ! ~ c h t t o l o ~ ~  projects. 

The majority (73%). of the respondents believe that the Information Technology prqject portfolio is 

balanced with the righi mix of projecls, while 27% of the  respondents believe that the lnfornlation 

Technology project portfolio is not balanced wiflr the right mix of projects. 



Qwsslion 36: J.r your organi.wrion's curwnf business smfegy  jwr~mwrk b o s d  on rhe balmreed 

scorectrrd ntodel or rr model sirnikxr ro ~har? 

A majority (73%). of the respondents responded that their organisation's business strategy frameworks 

are not bascd an the balanced scorecard or similar models while 27% of the respondents answered in the 

affirmat iue. 

5.6. Iaternalional benchmark information 

The studies done by Pricc~\~aterhouseCoopcrs and KPMG International during the last few years evolved 

from focusing initially on project management (2000) through to programme management (200314) 

resulting in  the recognition of project podfolio tnanagement in 2005. The high level results From two 

surveys, one each from PriccWaterhouseCoapers (Nieto-Rodriguez h Evrard, 2004) and KPMG 

International (2005) will be used 10 create a basic benchniark for comparison purposes of this study. 

The studies done by both the above institutions were quite estensive. while the sunJey done for this study 

was very linlited due to time and content constraints. The focus will therefore. primarily be based on 

similar relevant high level results from t hese s~udies. 

5.6. I .  PriceWaterhouseCoopers 

Nieto-Rodriguez & Evrard (2004) conducted a survey during Febnlay to April 2004. gathering 200 

responses from a group of respondents covering 30 different countries across the world, covering small to 

large corporations and the range of positions from top management down to project manager level. 

The emphasis of this sunJey was to a large degree. focusing on the ma/w-i(v of the project management 

organisation within the respondent organisa~ions, as the majority of the questions (33 out of SO) related to 

maturity. The PriceWaterllouseCoopers maturity model was used to asses the maturity levels. This model 

consists of the 5 levels of maturity similar to those discussed in Chapter 3 of this srudy, The titles and the 

definitions might be different. but the essence is the same. The 5 levels as defined by 

PriceM~arerhouseCoo~~~s are as follows: 

*3 Level 1 - Unreliable processes - sporadic u s  of project management: 

*:* Level 2 - Informal processes - lack of formal approved methcdology: 

*3 Levef 3 - Standardised processes - use of formal approved methodology; 

*> Level 4 - Monitored processes - an integrated projccr life cycle melhodology is used; and 

*:* Levcl 5 - Optimised processes - a regular review and renewal of the existing project management 

methodology is conducted. 

The relevant high level key results that will be used for purposes of this study are as follows: 

*:a There is a positive correlation between project management maturity and project performance - a 

higher project management mat irrity level will i n  most cases, deliver  he required performance in 

terms of project delivery and business benefits. 



a:* The average ct~rrent level of maturity is on a level of 2.5 - infonnal processes as per the 

PriceM~aterl~ouseCoopers maturib model. At this Icvel of maturity. there is still a hish degee of 

unsuccess fill project delivery. 

*:* Many of the prqiect failures are due to an imbalanced organisation - project managers are. frequently 

blamed for project failures, though they do not have the degree of authority to address the factors 

impacting project deliwry directly. It was found that 59% of the masons for project failurc were 

ourside the sphere of control of the project manager. 

*:* Organisational structure has a big influence in overall project performance - the alignn~enr between 

the organisational structures and business requirements determines the degree of project success. The 

project ised and strong matrix structures have the highest probability of project success. wh ilc the  

other srrnclures. that is funnional structure. weak matrix and balanced matrix have a higher 

probability for project delivet): failure. 

-3 Implementing project management software successfully is influenced by the organisation's project 

management maturity le \d  - specialised pro-iect management software create or destroys value - 
depending on when it i s  decided to procure and implement. 

5.6.2. KPMG International 

KPMG Inrernarional condi~cred this survey during March to June 2005. covering more than 600 

companies in 22 countries worldwide, covering small lo large corporations and the range of positions 

from top management down to project manager level, Some of the key topics investigated were project 

sovernance. business case management. benefits realisation, project and programme management 

practices and project success or failure. These topics are of particular interest in this study regarding 

project portfolio management as each one fonns an important integrated part of project pr t folh 

tnanagenlent. 

Some of the high level key findings from this survey are as follows: 

The organisations are not able to measure the beneiSts delivered from project investment - the lack o l  

this ability translates into nm-delivery of projects into strategy outcomes; 

Steps are being laken to enhance project management governance - projecl management maturity on 

the increase. business cases are common but rarely address benefits sufliciently, and project 

managenlent governance diminishes beyond the project funding approval stage; 

Increased profile for project management within the organisation - up lo 87% of the organisations 

repon projects to the board. with 17% of project managelnent offices reporting to the Chief 

Executive Officer (CEO); 

Once the financial altocation for the project to continue has been approved, the involvement of 

executive level regarding project execution and benefit tracking. di tninishes; 

Only 13% of the organisations provide funding based on milestone delivery, with 61% providing 

funding in a lump sum; 



In 87% of the cases. the execiltives (project sponsors, business unit heads) are responsible for project 

bcnetit realisation, but in only 23% is the realisation of benefits linked to individual performance 

plans; 

Only 20% of organisations have any forrnal criteria to put projects on hold or to cancel them; 

At least I project failure was experienced by 49% of the respondents; 

Reasons for project failure indicaicd were: unclcar/changc. of project scope. poor prqiecr managernenr 

processes and lack of executive sponsorship and management buy-in: 

Perception - 26% of the organisations reporled a negative perceived value of the project management 

oflice: 

Maturiy - 47% of the organisations reponed a standardised level (Icvel 3) of maturity while 39% 

reported art informa! level (level 2): 

Methodology - 61% reponed a homegrown or hybrid model: and 

Tmis - project management tools do not necessarily support the project manasemcnt governance 

process. 

5.7. Summary 

The results for this study were obtained through the development, distribution and analysis of a 

ques!ionnaire that addresses eight (8) specific areas in order to dccermine what the current state of project 

management and project portfolio management in South Africa is. 

These eight areas are: 

-3 Project managemen! organisafion; 

*% Project and project portfolio performance criteria; 

*:* Project and project pod fot io methodology; 

*:a Project and project portfolio managemenr tools: 

*:* Proiect succesdfai lures: 

-3 Compliance with projw management policies and methodologies: 

0:. Project management mahrity levels; and 

*P Strategy linked to projects. 

In conjunction with this result, the high level results of two international surveys done by KPMG 

lntemational and PriceWaterhouseCoopers were incorporated to obtain an understanding of what 

correlation, if my, csists between local and inteniational project and project ponfolio management 

pract ices. 



CHAPTER 6: Conclusions and recommendations 

in chapters two. three and four. the first objective was achieved through   he detailed Iiterarure study on 

projecr ponfolio management, pro-jecl management capability maturicy models and business strategy. The 

second objective. which is lo understand the current slate of the project portfolio management and  he 

associated components in organisations, will be achieved by performing a survey on the various 

organisations. The high level results fmii two (2) inremationat surveys done by KPMG Internarional and 

Pr i~eI~~aterhouseCoo~n were incorporated into this study in order to create a benchmark for co~nparison 

of local project portfolio rnanagetnent practice to internationat project portfolio management practice. 

In this chapter, the objective will be lo discuss the conclusions that have been reached based on the 

results from the respective survey resuhs. 

6.2, Conclusions 

In order for project portfolio management to be effective. specific project portfolio rnanagcment 

mechanisms must be in place, !inked with the appropriate best practice project management policies and 

procedures, supported by the best applicable pro-jet management tools as well as supported at executive 

level in the organisat ion. 

The survey outcomes are as follows at a high level: 

Project manager's authority to influence the positive outcomes of projects is at 33%: 

Although the survey results indicate that project management goyenlance provided is at 87%. 53% 

reports that no formal rnehiodotogy is in place to optimise the project poflfolio ensuring risk is 

minimised and the return on investment is optimised: 

Given h e  above criteria, respondents indicated that the project management area that required the 

least improvement in the orsanisation is project financial management, hat is budaer versus planned. 

With no forn~al project ponfolio management processes in place (53%) as is evident in the results of 

question 14, it is concerning as it is an indication that the organisations are not a1 the required 

maturity levels for effective project portfolio management: 

Project management maturity level must be at least at level 4 of the project rnanagetnent maturity 

nelncnt model in order for an organisation to be able to execute en'ective prqiect ponfolio rnana, 

runctions - in the study 61% of the organisations are on level 3 and tower; 

Benefits tracking is one of the key components of project porifolio managcment practice - 60% of 

the respondents indicated that no process is in place to track benefits while 87% reponed that no 

knowledge base of benefit tracking is maintained to serve as benchmark for future potential projects; 

A massive 67% of the respondents indicated that they believe that the IT project portfolio, as per 

their respective organisations. has a medium to low impact on the ability of their organisation to 

acliieve competitive advantage; 



*:* Only 27% of thc respondent's organisations have implemented a balanced scorcmrd or similar 

strategy model. 

The study sunlcy results are indicative ~ h a l  current IT project portfolio management practices do not 

supporl effective slraleg execution. 

6.2.1.13enchmrrk comparison 

Thirteen ( 13) specific criteria components have been selected to determine the correlation between locaf 

and international project and project portfolio management practices. 

The results used a n  the averases as indicated by KPMG and PriceWaterhou~Coopers. and the relevant 

results used are either the percentages obtained itself or !he result with the highest individual or combined 

percentages (as relevant) from the study survey. They are as follows: 

*:* Current level of project management maturity 

I 1 study survey I KPMG J PWC I 

*:* Project failures due 10 imbalanced organisation - project managers do not have the necessary 

I I I 

authority or operate at the level necessary to control factors lhat inlpact on project delivery. 

Result 4 I 3 2.5 

PWC Study Survey 
I 1 I - 

*3 Project management software tools is based on project management maturity - value added 

KPMG 

*:* Alignment of business structures and business requirements delennine degree of success - strong 

matrix and projectised structures ha\le the highest probability for success. 

1 KPMG I PH'C 1 

Resu It 

I 

Yes 

N/ A 60% 

Result 

5 '?yo 

Study Survey 

67% 

KPMG 

NJA 

*:* Steps are being taken to cnhatlce project management governance - but esecutivr involvement 

diminishes after initial project funding approval stages. 

PWC 

Yes 

Tlre organisations are not able to measure the benefi~s delivered from project investment 

I I Study Survey I KPMG I PWC i 
I 1 1 

1 Result 73% 1 Yes NIA 

YWC 

NlA 
- 

KPMG 

Yes Resu I1 

Study Sunfey 

60% 



a:* Project stakeholders are responsible for project benefit realisation but the benefit realisation is not 

linked to individual prfonnance plans, 

*:a At least one ( 1 ) project f;~ilure was experienced, 

Resu It 

*;* The organisation does have formal criteria to put projects on hold or ro cancel them. 

I I Study Survey I KPMG I PWC I 
I I 1 

Resu It 7% 20% N/A 1 

Resu It 

*:a Reasons for project failure indicated were: unclear/cfiange of project scope. poor project management 

PM'C 
- 

?4 /A 

Study Survey 

53% 

KPMC Study Suluey 

67% 

processes and lack of executive sponsorship and management buy-in. 

KPMG 

23% 

- 

PWC 

20% I N /A 

Study Survey 
I 1 I 

*:* Projecr management methodology - reported a homegrown or hybrid model 

I KPMG 

Result 

*3 Project management office function is perceived as goor 

PWC 

67% Yes 1 

Result 

*:* Thc project management tools do not necessarity suppon the prqject portfolio management 

N/A 

KPMG 

26% 

Study Survey 

67% 

PIVC Study Sunrey 
I 1 I 

PWC 

N/A 

KPIMG 

Resu I t 40% 61% 

6.2.2. Results 

Alrliough rhere is some areas that do correlate, the overalt results of the comparison do not correlate 

conclusively as it was not possible to measure exactly the same attributes to the same survey and sample 

extent. 

N/A 

governance process 
- 

PWC 

N/A Result 

Study Sunfey 

53% 

KPIMG 

Y cs 



6.3. Achievement of the main objective 

The main objective of this study was achieved by researching the following objectives: 

*3 I n  chapkrs two. three and four the detailed Merature study on project portfolio Inanagcment. project 

management capability maturity model and business strategy are documented: 

*3 In chapter 5 understandine the current stare of the project portfolio management and the associated 

components in organisations, was achieved by performing a suney on various South African 

organisalions. The high level results from two (2) international surveys done by KPMG Inrernarional 

and PriceWaterhouseCoopers were incorporated into this study in order to create a benchmark for 

comparison purposes between current project portfolio management practice (as per s u n q )  and 

international project portfolio management practice; 

*:* In chapter 6 the conclusions that haw been reached based on the results from the respecrive survey 

results are docu~nented with associated recommendation. 

6.4. Recommendations 

tn order to really be in a position to compare the local with international projwt portfolio nianagernent 

practices, it is recommended that a separate study be done covering rhe whole subject of project poflfotio 

nianasement estensively instead of just focusing on cenain areas, such as project management maturity 

(PriceWaterhot~seCmpers). The focus of such a study should be on thc broader persptxrive of project 

portfolio rnanagetnent similar to the sunfey done by KPMG to ensure completeness, 

6.5. Summary 

In this chaprer the conclusion that current project portfolio management practices do not support eBective 

strategy execution is discussed with respect to the resl~l~s from the questionnaire ar~d based on a 

comparison to international sunfey results. 
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APPENDIX A: Questionnaire 

Instructions: 

I .  This questionnaire is only applicable to Information techno lo^ related project management 

orfices. e.g. where a cornpany may be in any industry; the of this questionnaire is  on 

participants that are stakeholders in and with the Iiforntarion Teclinology busiiwss w ~ i f .  clivision 

or Jepr~nrenr. Where the company is an information techno lo^ company, the questionnaire 

will apply. 

2. Please tick or write neatly throughout the questionnaire. 

3. Please keep your marks within the tick boxes. 

4. You shoi~ld use a pen with dark blue or black ink. 

5. Please answer all rhe questions. 

6. Relevant tenns are used throughout the questionnaire. Tile definitions we based on the Pro-iect 

Management Body of Knowledge {PMBoKfB) as well as other relevant industry best practice 

definitions. 

Demographic information: 

Please provide the following infomarion. This infornlation will not be made available to any natural 

person or enticy outside of the MBA candidate and the relevan1 snldy leaders as appointed by [he 

Nonh West University for the pilrpose of this mini-dissenation. 

1 . Name 

2. Date 

3. Contact number 

4. E-mail address 



Intlusrry 

I .  In which industry does your organisation operate? Please select one of the follo\\hg: 

*3 Financial services c 

*> Services c 
- 

*% Telecommunications L 

*3 Broadcasiing. cominunica~ions ft, entertainment t3 

4* Transpon r! 

3 Mining - 

*3 Education n 

*3 Health - 
1' 

43 Construction ;i 

*> Manufacturing IT! 

2. What is the size of your a~lnual revenue? Please selecl one of the following: 

*3 R 2 billion or more CI 

*:* Less than R 2 billion but more than R 500m t3 

*3 Less than R 500tn but more than R 50m F 

Q Less than R 5Om - 
_I 

3. What role do you fulfill in the lnfornlation Technology project management environment in your 

organisation? Please select one of the follo\*ing: 

*3 Project Manager o 

*3 Programme Manager 3 

4:- Project Portfolio Manager *J 

-3 Executive management team o 

*3 Other u 

If ot her. please spec if?;. 

Orgntr i sdon 

4. Does your company have a formal project management office? Please select one of the 

following: 

*3 That is indicated as such on the organisation structure? e 

*:* Just for your Infonnatiorl Technology projects? o 

*3 That supports multiple business areas like IT, logistics or marketing? 
7 - 

-3 Other n 

I f  other. please specify: 



5. A1 what level does your proiect management ofice operate? Please select one of the following 

options: 

*3 Project leve!- managing a number of prqiects o 

*:' Programme level- managing a number of projects which roll up into various 

programmes - - 
*> Project prtfolio level - managing a nurnber of projects which roll up illto various 

programmes that again roll up into a project portfolio at an enterprise level 

n 

6. Which organisational structore is most descriptive of your project management office? Please 

select one of the following: 

-3 Projectised - project manager's authority almost total C. 

-3 Strong matrix -project manager's authoriry moderate to high n 

-3 Balanced matrix - pro-ject manager's authority low rcs moderate o 

a 3  Weak ~natr'ix - projec~ manager's authority limited '7 

43 Functional - project manager's authority little or none tl 

Perfornwrrce Criteria 

7. The Information Technology project management ofice normally offers numerous functions. 

Please select the applicable options that relate to your organisation. 

O Project coordinalion ,- - 
a?. Project tracking and reporting n 

*> Project corn munications o 

-3 Project management governance r ]  

-3 Risk management 'I 

*3 Projectcr portfolio management n 

b3 Project configuration management n 

*:+ All of the above - 
L' 

8. Which is the single most important measure of success for your Information Technology 

projects? Please select onc of the following: 

<+ Project deliverp. on time Lj .- 
-3 Project delivery within budget - 

1-1 

-3 Project quality managemen1 c 

-3 Deiivery to business requirements C! 



MetAodoTog)- 

9. Docs your company follow a stage gate approach in the esccution of your Infomialion 

Technoloo projects meaning that cemin milestones or deliverabla need to be achieved before 

the next stage can start? Please select one sf  the following: 

*:+ Yes o 

*:+ No C 

10. Which project ~oanagement me tho do lo^ is being used by your project management office to 

execute projects? Please select one of the following: 

* 3  A methodology based on rhc Project Management Institure's Project Management Body 

of Knowledge (PMBoKR) 

*:* ERP specific methodology (e.g. SAP) 7 

*3 Other methodologv r] 

If other. please specify: 

1 1 .  Which specific methodology do you have in place lo opfimisr your prgujcct porflolio ensrrring 

risk is nr ininr ha1 md returti O ~ I  investment is opinliseb! Please select one of the follow in g: 

Economic model - Net Present Value. Internal Rate of Retuni. Return on Investment 

C 

Decision analysis - Analylical Hierarchy Process, decision trees F 

Mathematical programming - linear programming, I programming, dynamic 

programming n 

Interactive comparative models - Delphi. Q-son. decentralised hierarchical modeling 

0 

Other II 

If other, please specify: 

12. According to your view, what is the most advantageous application that the above methodolo&ies 

offer you? Please select one of the foflowing: 

*3 Improved projecl execution - 
C '  

*> Appropriate business case development with applicable resource requirements (money, 

people) allowing bener planning 3 

*3 Efficient project risk analysis and management - 
8 8 

*:a Effective issue management 



13. What impact does rhe utilisation of these methodologies have on your ability to nchicve 

successful projects? Please select one of the following: 

*:* Hidl impact u 

*:* Medium impact z 

a:* Low impact - 
I 1  - 

14. Wich area of project nlanagernenr could still be improved in your organisation? Rank in order 

of preference from I to 6 with 1 being the area that could improve tnost and 6 being the area that 

needs the least improvement: 

-3 Chmge management - effitive project irnplernentarion and optimisation of positive 

organisational response - 
'-1 

*:* Quality management - reduced rework. minimum bugs I; 

*:+ Project risk management - identification and mitigation n 

O Issue management - issues impacting project delivery -, - 
03 Project financial management - budget versus actual E 

*:* Com~nunicalion between stakeholders s 

Project Mnnagemenf Tools 

IS. Which project management tools are used by your project management office? Please select one 

of the following: 

*3 MS Oftice suite II! 

*:* MS Project C! 

*:* Projec! Scheduler [I 

*> Other G 

If other. please specib: 

16. How effective do you believe is the selected project management tools? Please select one of the 

follo\ving: 

*3 Very effective t! 

a:* Fairly efTeclive r. 

*:* No1 effective at all - 
L! 

17. Are any additional project-related tools used by your organisation? Please select any of the 

idlowing: 

*:* Microsoft Project 2003 Enterprise Server a 

*:* "What if '  modeling tool rli 

O Sopltisticated dashboard reporting C: 

*% Other C; 

If other, please specify: 



Perceived vduc offhc project mertngement nflce in rhe organisatinn 

18. What vallre. do you believe. does the project nianagtment ofice add to the execurion of projects 

within your business? Please select onc of the following: 

*:* Major valueadd - 
I_' 

*3 Minor value add 

4 Does not add value at all 3 

19. Which of the following key success factors do you believe is most critical to achieve project 

success? Please rank in order of importance. I being the most imponant and 5 being the least 

imponant: 

*:* Execu live sponsorship 

*3 Clearlj. defined project scope 

*:* Leadership and teamivork t 

*3 Transparent project reporting ti 

+ Projeci risk nxmagnlent r; 

Project Succcss /Failures 

20. How many projecfs have been managed by the project management o f f ~ e  during the past year? 

Please selecr one of the follou ing: 
- *:* 0-20 1-2 

*:* 21 -40  D 

*:* 4 l - 60 t 

O More than 60 IJ 

If more than 60, please swifj, number: 

31. HOW many of the above projects h a w  been completed successfi~lly during the past year? Please 

select one of the following: 

-3 0-20 L l  

*:* 21-40 ZI 

-3 41 -60 1 

*3 More than 60 n 

If more than 60. please specify numbev: 

22. How many of the above projects have been cancelled / stopped during the past year? Please 

select one of the following: 

*:* 0 - 2 0  r' 

*3 22-40 - 
I_: 

*3 31 -60 



*:* More than 60 

If more than 60, please specifq. number: 

23. How many of the above pro-jects have been completed but a deemtd ~uccessful during the past 

year? Please select one of the following: 

-3 0-20 C 

a:* 21 -40  3 

*:* 41 - 60 CI 

4- More than 60 

If more than 60, please specify number: 

24. In your view. what is the primary reason for the above projects being successful? Please 

select one of the following: 

*3 Lack of executive sponsor involvement 

*:* Poor project planning and esecution 

-3 Resource contention n 

Q Misalignment wirh strategy u 

*:* Poor change management. non-cornpIiance with processes and lack of understanding 

n 

Conrp!iclnce with policies and mefhodnlogies 

25, Who monitors the compliance to project management plicies and methdotogies within your 

organisation? Please selecr one of the following: 

*:* Project management office manage~nenl team 17 

4:- Project managers c 

*:* No formal mechanism n 

*3 Other [I! 

If other, please specify: 

26. Is ?tie compliance to project management policies and methodologies linked to the reviewlrewsrd 

systems in your organisation? Please seleci one of the following: 

*:* Compliarrce is part of each project stakeholder's Key Pcrforrnance Areas used for 

performance evaluation u 

*:* Compliance is not linked to the organisations review/reward system 

D 

*:* Or her 7 

1- 

If other, please specify: 



Project Mnnngemcnl Marurip 

27. I n  your view, at which level of the project management capability maturity Icvel does your 

orpanisation execute its Information Technolosy projects? Please select one of the following: 

*:a Level 1 - no project tnanagemenl - only ad lloc processes CI 

*:* Level 2 -database of projects exists, and value is assessed for individual projects 

U 

*3 Level 3 - project selection occurs prior to execution D 

*:* Lcvel4 - projects are actively managed at department levels z 

*:a Level 5 - projects are actively managed at enterprise level o 

28. Is there a process in place where poor pro-jects could be killed during the evaluation of applicant 

projects or regarding projects that are not achieving their objectives and are unlikely to? Please 

select one of the following: 

*:* Yes c 

*:* No - 
L 

29. Is there a prwess in place which tracks whelller the proposed project and portfolio benetlts are 

rcalistd? Please selecr one of the following: 

*:* Yes - 
C 

*:* No - - 

30. Is the above benefit tracking process for proposed projecr and portfolio bentfits realisation 

effective to the degree that it could be used as a baseline or benchmark for future project 

planning? Please select one of the following: 

*:* Yes C 

*:* No 0 

Strare&? linked to projects 

3 1 .  Are your Information Technology projects mapped to business strategies? Please selecr one of 

the following: 

*:* Yes r 

*:* No 7 _I 

32. Does your organisation review the IT portfolio regularly to ensure that the projects in the 

portfolio are still aligned with business changes? Please select one of the following: 

*:* Monthly o 

*:* Quanerly c 

Annually ,- I -  

*:* Other - 
I1 

If other, please specify: 



33. In your view. what impact does the project portfolio apprc~ach. with the associated prqjecis. have 

on the organisalian's ability to achieve competitive advan~age? Please select one of the 

following: 

-3 High impact n 

*:* Medium impact i3 

*3 Low impact CI 

34. In your view. are the pmjecr decisions aligned with strategic business goals and objectives? 

Please select one of the following: 

*:* Yes .-7 L1 

*:* No a 

35. In your view, is the organisation's Information Technology pro-jecr portfolio balanced in  that it 

contains the right mLu of pro-jects? Esarnpks here are a combination of utilities (maintenance). 

incremental upgrades (enhancements) and straregic investnierits or platform (new 

technologylprocesses) projects. Please sekct one ofthe following: 

*> Yes 

*:* No o 

36. Is your organisation's current business strategy Framework based on the balanced scorecard 

  nod el or a model similar to that? Please select one of t h e  following: 

*3 Yes s 

a:* No 0 



Definitions 

Analytic Hierarchy Process (AHP) 

The Analgfic Hierarchy Process (AHP) consists of a number of process steps supponed b). foor 

assumptions. The three process steps are: 

Srrwure - complex problems are broken down into smaller parts and struclured into hierarchically 

homoyneous groups. This enable decision makers to reach agreement on the nature of the problem and 

at the same time facilitate improved commitnication. 

Men..c.we -once the matching groups have been srrucrored, decision makers prioritise the objectives using 

a simple paired comparison measurement system to detennine rclative imponance. 

~ ' v n t h d s e  - based on the results achieved from the measurement process. the resulrs are calculated and 

combined lo determine the priorities. 

The fundamental assumptions to these process steps are as follows: 

Homogcnei~y - In comparing objectives and alternatives, it is necessary to compare relative 

homogeneous elements; in  layman's terms, compare apples and apples: 

Reciprr~nls - paired comparisons result in reciprocal judgments. The derived result is based on cenain 

components making up the whole. If one piece of string is ten tirrtes longer than the other one. then the 

other one is auromatically a tenth as long as the first because it was part of the first judgment; 

Hierarchic composition - elements higher up  in the hierarchy are independent of lower levels in the 

hierarchy; and 

Epwnrions - the decision maker's reasonable beliefs should be reflected in the ai~tcomes. A! the same 

lime. all relevant objectives and criteria should be included in the analysis. 

(Lev he. 2005: 1 5 5). 

Decision trees 

See Expected Commercial Value (ECV) 

Efficient Frontier Technique (EFT) 

The expected returns of a portfolio of the assets is simply the wishred average of espectcd returns. and 

the standard deviation of each portfolio is computed using the ponfolio standard deviation forniula: ap = 

V'WA ' An2 + WB Bd +2pABWA WE3 a AaB 

H'hurc.: 

ap is the standard deviation of the portfolio 

pAB is rhe co-variance between security A and B 

W represents the weight of that security in the portfolio 

(Levine. 2005: 1 79). 



Espected Commercial Value (ECV) 

Based on decision tree analysis. this metric considers the filture stream of earnings from projects, the 

probabilities of both technical and commercial success, along with commercialisatiort and development 

costs. (Artto et al. 200 1 :36) 

Goal Programming 

Goa! programming entails the specit?cation of several desired levels of attainment or goals and the 

establishn~ent of priorities for these goals. The priorities can be expressed either as ordinal or cardinal 

priorities. For ordinal priorities. the most imponant goal is satisfied first. followed by the satistjina of as 

many other goals possible, in rank order. In the cases when a cardinal scale is applied, it is assumed  hat 

goal anainment is additive and an aggregate, linear objective function is developed. (Canada et al. 

1 W6:4 1 7) 

Internal Rate of Return (ZRR) 

It is the discount rate that equates the present value of the expected future cash inflows and outflows. It 

measures the rate of return on a project. bur assumes that all cash flows will be reinvested at the IRR rate. 

(Brigham & Ehrhardt. 2005:966) 

Linear programming 

Linear programming is one of various mathematical algorithms that are available to assist management in 

dewloping capital budgets. The following assumptions suppon the linear programming modef: 

O Linearity - all retatinnships are linear in form implying proportionality: 

*:* Divisibitity - all variables are continuous rather than discrete: 

O Cerlainw - 211c numerical values specified for linear relationships are for certain; and 

*3 Single objective -that a single objective is specified as the outcome. In reality, management may be 

looking at sarisfying more than one objective simultaneously. (Wisniewski, 2002:400) 

Net Present Value (hTV) 

The present value of the projects' expected future cash flows. discounted at the appropriate cost of 

capital, NPV is a direct measure of the value of a projecr to shareholders. (Brigham & Ehrhardt, 

2005 968)  

PEST analysis 

This consists of doing an analysis of h e  general business environment and in particular with the fmus on 

the political (P), economic (€1: socio-cultural (S) and technolo~ical (T) aspects. (Lynch, 2000: 108) 

Programme Management 

Programme Management is  the centralised, coordinated managenicnt of a group of projects in order to 

achieve the programme's stratepic objectives. (PMBoKR. 2003: 16) 



Project Management 

Project management is  the applica~ion of knouklge, skills. tools and techniques ro achieve project 

objectives, The integrated application of project management processes such as initiation, planning. 

executing. monitoring. controlling and closing. (PMBoKOB, 2003:8) 

Project Portfolio Management 

Project Ponfolio Managenlent is the centralised management of one or more portfolios. covering areas 

such as  identification. prioritisation, authorisation. managetilent and the controlling of projects, 

programmes and other related work in order to achieve specific srrategic business objectives. (The 

Standard for Portfolio Management. 20065) 

Return on Investment (ROI) 

Is an indicator when the investment employed is outside the sphere of control and is derived at by 

dividing net income by available roral assets as rdcvant to the specific prqject. (Shim & Siegel. 

200 1 : 146) 

SWOT anahsis 

This analysis is used in order to better understand the current status of the organisation with a view on 

both the internal as well as the external dimension. The intcrnal dimension views strengths (S) and 

weaknesses (W) while the estemal dimension view the opportunities (0) and threats (T). Rased on the 

results, strate= can be reviewed, adjusted or expanded. [Lynch. 2000562). 

Total Cost of Ownership (TCO) 

This is the total costs that the owership of computer hardware or software that need 10 be considered. It 

w i l l  typically include the direct investments costs. all non IT-associated costs. h e  cost of reengineering 

business processes to suit the new solutions. operations cost, labur  costs and finally the cost that will be 

incurred when [lie organisation want to exit with this solurioii. (Levine, 2005:!47). 


