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Abstract

In today’s economy, every company and organisation is struggling to do more with
less, and performance is paramount. This is true for public and private sector entities,
as well as for non-profits. Which is why, in order to prevail in lean times, it is essential
to optimise every operation of your organisation, especially the project management
office (PMO).

It should be readily apparent that no organisation will succeed if its projects are

not managed effectively — on time, within budget, and delivering stated business
outcomes for clients, whether they are internal or external. Your PMO should be an
integral component in your organisation’s project management practice, and should
be delivering results that are critical to business and mission success. Accordingly, a
careful analysis of the “state of current practice” of your PMO is extremely valuable in
identifying areas for improvement and in ensuring that you are delivering the highest
level of value expected.

ESI's professional experience indicates that increasing the value of the PMO is directly
related to an organisation’s ability to compete in its marketplace and deliver quality
services and products to clients in a timely fashion. In short, your PMO has a direct
link, and contribution, to your organisation’s bottom line. This paper examines various
aspects of the PMO, including key functions, characteristics and challenges, and
showcases attributes of a successful PMO. A four-step plan is also provided to improve
your PMO’s value to the organisation at large.
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Introduction

There is no “one-size-fits-all” PMO. Each is as unique and specific as the corporate
culture it supports. However, for the sake of clarity, it is worthwhile to define generally
what a PMO is and what it does.

According to the Dictionary of Project Management Terms, 3rd Edlition, a project
management office is an “organisational entity established to assist project managers
throughout the organisation in implementing project management principles, methodolo-
gies, tools, and techniques. In most implementations, the project management office

is a support function and is not responsible for project execution. Its main objective is
implementing effective project management practices throughout the organisation.”
(Ward, 349)

Not specifically stated, but rather implied in the definition, is the notion that the PMO
is the instrument through which an organisation successfully deploys project manage-
ment. A PMO, like project management itself, is a means to an end, not the end itself;
and, as such it is strategic in its purpose and objective. The “end” is whatever business
outcome and results the organisation has identified as being critical to its survival.

Where we have a “high-performing” PMO, the entire organisation and its clients reap
the rewards: Projects are delivered on-time, within budget, and meet stakeholder
expectations and requirements. Keeping in mind that the primary role of the PMO is
to provide the structure and expertise required to improve an organisation’s project
success rates, it is useful to step back and review the key functions of the PMO.
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Key Functions of the PMO

In 2005, Dr. Brian Hobbs, a well-known and respected researcher at the University of
Quebec at Montreal, conducted a survey of 500 PMOs for a research initiative commis-
sioned by the Project Management Institute (PMI®). The survey underscored the broad
variation in activities and functions of each PMO participant. Of its many findings, the
survey identified the top 10 most important functions of the PMO (as reported by the
respondents), to include (Hobbs, 22):*

—_

) Reporting project status to upper management

2) Developing and implementing standard methodologies

3)  Monitoring and controlling project performance

4) Developing project management competencies, including training

5) Implementing and operating a project management information system (PMIS)
6) Advising upper management

7) Coordinating among project and project managers

8) Developing and maintaining a project scoreboard

9) Promoting project management within the organisation

10) Monitoring and controlling performance of the PMO

*Presented in ranking order of commonality as identified in Dr. Hobbs' study. There were, in total, 27 functions
performed by PMOs. Of interest, some of the more “strategic” functions, such as manage benefits, portfolio
management and manage customer interfaces, were not included in the Top 10.

Given the survey results, how does your PMO compare? Do you have a good idea what
functions your PMO generally performs? Have you conducted an internal audit or
survey of project managers and division heads, as well as senior executives, in order

to assess the PMO from an organisational perspective? If not, a brief internal survey
designed to take the “pulse” of your organisation regarding its PMO is a good first
step. Remember, you cannot know where you are going if you do not know where
you are.
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Key reasons to conduct
an internal survey
about your PMO:

Better business alignment
with strategic goals

Improved functional
users’ involvement

Increased awareness
about the PMO and the
value of the PMO

Improved communication
with functional users
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Step 1 — Conduct an Assessment of Your PMO

In order to improve upon anything, even your health, it is necessary to conduct a base-
line analysis to determine your current condition. This is also true with your PMO. How
do others in the organisation regard the PMO? Do they recognise its potential and its
value? Is the PMO being under utilised? Does your PMO have executive support?

Let us get started with a few representative questions that you might want to pose in
the context of such an assessment:

1) Isyour PMO involved in project selection and prioritisation?

2)  Whatis your mandate over projects? Over project managers?

3) How would you characterise your PMQO’s decision-making authority?
4) How does the organisation perceive the value of your PMO?

5)  With respect to the functions of your PMO, which of the top 10 most typical
PMO functions are applicable?

6) Do you anticipate a changing role or an increase/decrease in responsibilities for
your PMO? How would those changes impact your organisation?

7) How do you measure your PMO in terms of overall performance and value to
your organisation?

8) What business benefits can you attribute to the work of your PMO within the
past year?

9) Enumerate the top five achievements your PMO has realised in the past six
months.

10) What are your PMO's greatest strengths? Weaknesses?

To be sure, there are many other questions that might be applicable to your particular
organisation, and the questions provided here can be augmented or tailored to fit
your specific circumstances. Once you have gathered information and evaluated the
results, prepare a report for senior management that includes recommendations for
addressing interests/concerns voiced in the assessment. Be sure to highlight the “good
news” or favourable findings. Also, take the time to keep the survey respondents
informed, as feedback relative to these kinds of assessments is an important element
of good communications. In lieu of creating your own report, and in order to ensure
added credibility, you may instead decide to select an independent contractor or
specialist to conduct the survey. The specialist should be able to prepare the report
and develop creative, professional solutions to issues that have been identified.
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Step 2 — Determine What Type of PMO You Have

Now that you have conducted an internal assessment, either through in-house staff

or with the support of an outside consultant, you have effectively taken the “pulse” of
your organisation. You know the views of others inside the organisation with respect
to your PMO, and you may have developed a path forward to address issues and
concerns that emerged as a result of the survey. Based upon daily functions, as well as
information obtained through the assessment, the next step is to determine what type
of PMO you have. Your PMO may be all, some of, or just one or two of the following:

* A weather station — gathering and reporting project progress data

* A control tower — developing and enforcing standards, methods and processes
* Aresource manager — dispatching project managers to key projects

* An integrator — managing project interdependencies

* Abenefits verifier — tracking return on investment (ROI)

* A portfolio manager — managing the health of the portfolio

Being aware of the type of PMO you have, and knowing its various attributes, will help
as you (and/or your consultant) move forward in addressing the issues and challenges
identified in the assessment. Moreover, being able to articulate the type and functions
of your PMO with clarity will help to substantiate aspects of value that were not
recognised previously by functional users and senior managers.

Step 3 — Determine the Value of Your PMO

Value, like beauty, is in the eye of the beholder. Nevertheless, value can be determined
by what one does, how well one does it, and often by how much it costs. Typically,
organisations use business cases to prioritise limited resources for those elements or
opportunities that provide the greatest ROI. Some of the challenges that put your PMO
at risk of being under-valued include:

* Lack of a current, published operational plan

* Limited, or no, user involvement

* Lack of executive support

* Lack of a compelling business case

* No standard agreement for requirements or performance metrics
* Lack of accurate status reporting

* Lack of organisational commitment and insufficient resources

* PMO personnel who lack the requisite depth and expertise in critical project
management skills
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In recognising these challenges or warning signs, it is also important to understand
who actually determines the PMO’s value. Figure 1 graphically depicts those who play
key roles in value determination.

Figure 1: Who determines the PMO'’s value?

It might seem that each group has an equivalent scope of influence over your PMO,
when in fact, it is not true. We believe that project managers, as a group, have the
strongest influence in determining whether the PMO is perceived as having value.
After all, the PMO, in most implementations, is created specifically to help project
managers perform their roles better. If the primary audience for whom the PMO was
created fails to see the value in its work, it is highly likely that others in the organisation
will fail to see it as well.

Creation, implementation and continued operation are what constitute a PMO as a
programme. And, as a programme, it has multiple, on-going, and inter-related com-
ponents, many of which are operational in nature. Therefore, as a function managing
it, the head of the PMO needs to accurately identify all the stakeholders and engage in
active stakeholder management. After all, each of the three groups represented in the
above illustration needs something slightly different from the PMO, and it is the head
of the PMO's job to figure out what that is and deliver it.

™

INTERNATIONAL
an informa business

Taking Your PMO to the Next Level: Four Steps to Value Improvement




Step 4 — Increase Your PMO’s Value

Now that you have identified the type of PMO you have, and have determined the
value that it is providing your organisation, let us take a look at the ways you can
increase its value across the organisation.

Figure 2: PMO Value Continuum

Benefits Management

and Strategic Alignment
Portfolio

Management
Project Controlling
and Executing

Project
Reporting

Based on more than 28 years of experience in project management, ES| has developed
the PMO Value Continuum shown in Figure 2. You can see that value increases
substantially when the PMO moves beyond administrative functions, such as “project
reporting,” to higher levels of involvement that align strategically with business
management objectives. We would suggest, based upon our experience, that the
closer the PMO works with senior management in strategic planning, managing
benefits and business alignment, the greater its value to these very people whose
agreement is required to create it, or eliminate it.

That said, we see a disturbing disconnect between those who run PMOs and those
who value them. Looking back to the top ten most important functions, we see that
most respondents to the Hobbs’ survey reported that providing project status was
the PMO’s most important function; however, from a strategic value perspective itis a
relatively low priority. We do not assert that it is not an important function; in fact, it is.
But, most senior executives would not place it high on the “value chain.”

™

INTERNATIONAL
an informa business

Taking Your PMO to the Next Level: Four Steps to Value Impro

© ESl International, Inc. 2010. All rights reserved.




INTERNATIONAL
an informa business

If a PMO is to move up the “value continuum,” it must become more engaged and
relied-upon for involvement in such strategic activities as portfolio management and
strategic alignment. And, in order to be a key player in those areas, your PMO must be
staffed with experienced professionals. Staffing the PMO with senior team members
who possess critical skills will go far toward the perception of your PMO as a “value
creator,” and not merely overhead.

Remember that your PMO's potential is limitless. As in the case of most organisational
entities, however, there are many variables that come into play. When it comes to the
value of the PMO, these can range from corporate culture to maturity levels, and from
strength of personnel and level of responsibility to the perceptions of others. In the
end, the value of your PMO will be what you make of it.
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+44 (0)20 7017 7100

The ESI Solution

ESI International understands the challenges organisations face when trying to build a
successful Project Management Office. Our skills-based Project Management Professional
Development Programme provides comprehensive, actionable training designed to
build project management competence at all levels within your organisation. Along

with our academic partner, The George Washington University, we offer a Master’s
Certificate in Project Management and a Master’s Certificate in Project Management with
a Concentration in IT Project Management. And, for experienced project managers, we
offer an Advanced Master’s Certificate in Project Management. Also, ESI can guide your
organisation on the creation of a PMO.

ESI International, the leading provider of project management, programme management,
business analysis and contract learning programmes has helped some of the world’s
most successful organisations drive results. Our top-quality performance improvement
programmes and consulting services have enabled domestic and international corpora-
tions and public agencies to enhance their employees’ skills and talents and improve their
internal systems and processes. With the support of our educational partner, The George
Washington University in Washington, DC, ESI has helped more than one million profes-
sionals and 1,000 clients worldwide achieve individual and organisational objectives.

J. LeRoy Ward, PMP, PgMP, Executive Vice President of ESI International was instrumental in
the development of this paper.
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