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Chapter 1

An Introduction to Project,
Program, and Portfolio
Management

LEARNING OBJECTIVES

After reading this chapter, you will be able to:

Understand the growing need for better project, program, and portfolio
management

Explain what a project is, provide examples of projects, list various attributes of
projects, and describe project constraints

Describe project management and discuss key elements of the project management
framework, including project stakeholders, the project management knowledge
areas, common tools and techniques, and project success factors

Discuss the relationship between project, program, and portfolio management and
their contributions to enterprise success

Describe the project management profession, including suggested skills for project,
program, and portfolio managers, the role of professional organizations like the
Project Management Institute, the importance of certification and ethics, project
management careers, and the growth of project and portfolio management software
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OPENING CASE

Doug Milis, the Chief Executive Officer (CEO) of Global Construction, Inc., was summarizing
annual corporate highlights to the board of directors. Like many other latge construction companies,
they had a very difficult year. They had to scale down operations and let some employees go. When
one of the board members asked what he was most proud of that year, Doug thought for a few
seconds, and then replied,

“Excellent question, Gabe. Honestly, I think the main reason we survived this year was
because we are truly a project-based organization. We have dramatically improved our ability to
quickly select and implement projects that help our company succeed and cancel or redirect other
projects. All of our projects aligh with our business strategies, and we have consistent processes in
place for getting things done. We can also respond quickly to market changes, unlike many of our
competitors. Matrie Scott, our Director of the Project Management Office (PMO), has done an
outstanding job in making this happen. And believe me, it was not easy. It’s never easy to implement
changes across an entire company. But with this new capability to manage projects across the
organization, I am very confident that we will have continued success in years to come.”

INTRODUCTION

Many people and organizations today have a new or renewed interest in project management.
In the past, project management primarily focused on providing schedule and resource data to
top management in just a few industries, such as the military and construction industries.
Today’s project management involves much more, and people in every industry and every
country manage projects. New technologies have become a significant factor in many
businesses, and the use of interdisciplinary and global work teams has radically changed the
work environment. The facts below demonstrate the significance of project management:

e The top skills employers look for in new college graduates are all related to project
management. Verbal communications, often ranked at the top of the list, moved down
to number four. These top skills are:

o the ability to work in a team structure
o the ability to make decisions and solve problems
o the ability to plan, organize and prioritize work.!

e In 2013, the average salary for someone in the project management profession in U.S.
dollars was $108,000 per year in the United States; $134,658 in Australia, (the highest-
paid country); and $24,201 in Egypt (the lowest-paid country). These average salaries
do not include bonuses. Of the 11,150 people from the United States who responded
to PMUI’s salary survey, 80% had the Project Management Professional (PMP)
credential, and their salary was over 20% higher than those without it.?

e Organizations waste $109 million for every $1 billion spent on projects, according to
PMTI’s Pulse of the Profession® report. Exceling at project management definitely
affects the bottom line.?




Copyright 2015 Schwalbe Publishing  Chapter 1 — Introduction 3

e The U.S. spends $2.3 trillion on projects every year, and the world as a whole spends
nearly $10 trillion on projects of all kinds. Projects, therefore, account for about one
fourth of the U.S. and the world’s gross domestic product.

o The Apprentice, a popular reality television show, portrays the important role project
managers play in business. Each week of the show, teams select a project manager to
lead them in accomplishing that week’s project. The project manager is held partly
responsible for the team's success or failure. Whether you ate trying to make money by
selling lemonade, running a golf tournament, or developing a new product, project
managers play a vital role to business success.

e  Project management is also a vital skill for personal success. Managing a family budget,
planning a wedding, remodeling a house, completing a college degree, and many other
personal projects can benefit from good project management.

WHAT WENT WRONG?

In 1995, the Standish Group published an often-quoted study entitled “CHAQOS.” This prestigious
consulting firm surveyed 365 information technology (IT) executive managers in the United States
who managed more than 8,380 IT application projects. As the title of the study suggests, the projects
were in a state of chaos. United States companies spent more than $250 billion each year in the early
1990s on approximately 175,000 IT application development projects. Examples of these projects
included creating a new database for a state department of motor vehicles, developing a new system
for car rental and hotel reservations, and implementing a client-server architecture for the banking
industry. Their study reported that the overall success rate of IT projects was only 16.2 percent. The
surveyors defined success as meeting project goals on time and on budget.

The study also found that more than 31 percent of IT projects were canceled before
completion, costing U.S. companies and government agencies more than $81 billion. The authors of
this study were adamant about the need for better project management in the IT industry. They
explained, “Software development projects are in chaos, and we can no longer imitate the three
monkeys—hear no failures, see no failures, speak no failures.” *

In a more recent study, PricewaterhouseCoopers surveyed 200 companies from 30 different
countries about their project management maturity and found that over half of all projects failed.
They also found that only 2.5 percent of corporations consistently met their targets for scope, time,

and cost goals for all types of projects.5

Although several researchers question the methodology of the CHAOS studies, their
popularity has prompted organizations throughout the world to examine their practices in
managing projects. Managers are recognizing that to be successful, they need to be conversant
with and use modern project management techniques. People from all types of disciplines—
science, liberal arts, education, business, etc.—can benefit from basic project management
principles. Individuals are realizing that to remain competitive, they must develop skills to
effectively manage the professional and personal projects they undertake. They also realize that
many of the concepts of project management, especially interpersonal skills, will help them as
they work with people on a day-to-day basis.
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Organizations claim that using project management provides advantages, such as:
e  Better control of financial, physical, and human resources
e Improved customer relations
e Shorter development times
e Lower costs

Higher quality and increased reliability
Higher profit margins
Improved productivity

Better internal coordination

e Higher worker morale
In addition to project management, organizations are embracing program and portfolio
management to address enterprise-level needs. This chapter introduces projects and project
management, describes the differences between project, program, and portfolio management,
discusses the role of the project, program, and portfolio manager, and provides important
background information on these growing professions.

WHAT IS A PROJECT?

To discuss project management, it is important to understand the concept of a project. A

project is “a temporary endeavor undertaken to create a unique product, service, or result.”®

Operations, on the other hand, is work done in organizations to sustain the business. Projects
are different from operations in that they end when their objectives have been reached or the
project has been terminated.

Examples of Projects
Projects can be large or small and involve one person or thousands of people. They can be
done in one day or take years to complete. Examples of projects include the following:

e A young couple hires a firm to design and build them a new house

e A retail store manager works with employees to display a new clothing line

e A college campus upgrades its technology infrastructure to provide wireless
Internet access

¢ A medical technology firm develops a device that connects to smart phone.
e A school implements new government standards for tracking student achievement

e A group of musicians starts a company to help children develop their musical
talents

e A pharmaceutical company launches a new drug

e A television network develops a system to allow viewers to vote for contestants
and provide other feedback on programs

e The automobile industry develops standards for electric cars
e A government group develops a program to track child immunizations
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VIDEO HIGHLIGHTS

The Project Management Institute (PMI) recognizes outstanding performance in project
management by announcing a Project of the Year award winner. Their Web site lists winners
since 1989, and videos summarize the award-winning projects since 2009. You can watch
videos of several projects, such as the following:

e 2014: AP60 Phase 1 Project, Jonquiere, Quebec, Canada

e 2013: Adelaide Desalination Project Adelaide, Australia
e 2012: Umatilla Chemical Agent Disposal Facility Operations Phase, Hermiston, Oregon
USA

You can also see how project management was used on much older projects. Mark
Kozak-Holland wrote a book in 2011 called “The History of Project Management.” In
describing his book, the author states the following: “Think about the Giza Pyramid, the
Parthenon, the Colosseum, the Gothic Cathedrals of Medieval Europe, the great voyages of
exploration, the Taj Mahal, and the mega projects of the industrial revolutions. Was project
management used on these projects? Were the concepts of project management even
understoodr Can we connect modern and ancient project management?” A 5-minute video
does an excellent job of showing how project management was used in building the Giza
Pyramid as viewers listen to music while seeing images and text on the screen. You can find this
and other videos on the companion Web site for this text at www.intropm.com.

Project Attributes

As you can see, projects come in all shapes and sizes. The following attributes help to further
define a project:

o A project has a unigue purpose. Every project should have a well-defined objective.
For example, many people hire firms to design and build a new house, but each
house, like each person, is unique.

o A project is temporary. A project has a definite beginning and a definite end. For a home
construction project, owners usually have a date in mind when they’d like to move into
their new home.

o A project is developed using progressive elaboration or in an iterative fashion. Projects are often
defined broadly when they begin, and as time passes, the specific details of the project
become clearer. For example, there are many decisions that must be made in planning
and building a new house. It works best to draft preliminary plans for owners to
approve before more detailed plans are developed.

o A project requires resonrces, often from various areas. Resources include people, hardware,
software, or other assets. Many different types of people, skill sets, and resources
are needed to build a home.

o A project should have a primary customer or sponsor. Most projects have many interested
parties or stakeholders, but someone must take the primary role of sponsorship.
The project sponsor usually provides the direction and funding for the project.

o A project involves uncertainty. Because every project is unique, it is sometimes difficult
to define the project’s objectives clearly, estimate exactly how long it will take to
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complete, or determine how much it will cost. External factors also cause
uncertainty, such as a supplier going out of business or a project team member
needing unplanned time off. Uncertainty is one of the main reasons project
management is so challenging, because uncertainty invokes risk.
Unlike the characters in the comic in Figure 1-1, you cannot try to trick people into
thinking you are psychic when it comes to managing projects. You can, however, develop skills
to help manage uncertainty and other challenges you will face.

I'M PSYCHIC, OKAY, THINK OF ANUMBER | T TRY NOTTO LET IT DON'T WORRY ABOUT |T.
YOU KNOW. FROM OI(VETD ONE HUNDRED, | AFFECT MY LIFETOO MUGH.| |FORGET I SAID ANYTHING.
O'W umr T CANT [ Bur-
THERE'S NO
BEu THIS. LETS GETTO
K Suc” L HoLy com Fe THE MOVIE,

YRR

THIS TRICK MAY ONLY WORK. 1% OF THE TIME,
BUT WHEN T DOES, ITS TOTALY WORTH IT.

Figure 1-1. Psychic (slightly modified cartoon from www.xkcd.com)

A good project manager contributes to a project’s success. Project managers work
with the project sponsors, the project team, and the other people involved in a project to
define, communicate, and meet project goals.

Project Constraints

Every project is constrained in different ways. Some project managers focus on scope, time, and cost
constraints. These limitations are sometimes referred to in project management as the triple
constraint. To create a successful project, project managers must consider scope, time, and cost and
balance these three often-competing goals. They must consider the following:
o Scgpe: What work will be done as part of the project? What unique product, service,
or result does the customer or sponsor expect from the project?
o Time: How long should it take to complete the project? What is the project’s schedule?
e Cost. What should it cost to complete the project? What is the project’s budget?
What resources are needed?
Other people focus on the quadruple constraint, which adds quality as a fourth constraint.
o Qunality: How good does the quality of the products or services need to be? What
do we need to do to satisfy the customer?

The PMBOK® Guide, Fifth Edition suggests these four constraints p/us risk and
resources, but states that there may be others as well, depending on the project. Figure 1-2
shows these six constraints. The triple constraint goals—scope, time, and cost—often have a
specific target at the beginning of the project. For example, a couple might initially plan to
move into their new 2,000 square foot home in six months and spend $300,000 on the entire
project. The couple will have to make many decisions along the way that may affect meeting
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those goals. They might need to increase the budget to meet scope and time goals or decrease
the scope to meet time and budget goals. The other three constraints—quality, risk, and
resources—affect the ability to meet scope, time, and cost goals. Projects by definition involve
uncertainty and resources, and the customer defines quality. No one can predict with one
hundred percent accuracy what risks might occur on a project. Resources (people) working on
the house might produce different results, and material resources may vary as well. Customers
cannot define their quality expectations in detail for a project on day one. These three
constraints often affect each other as well as the scope, time, and cost goals of a project.

(4 3
S(’OQ )}0)@

Typical
Project
Constraints

Quality

Figure 1-2. Typical project constraints

For example, the couple may have picked out a certain type of flooring for most of
their home eatly in the design process, but that supplier may have run out of stock, forcing
them to choose a different flooring to meet the schedule goal. This issue may affect the cost of
the project. Projects rarely finish according to the discrete scope, time, and cost goals originally
planned. Instead of discrete target goals for scope, time, and cost, it is often more realistic to set
a range of goals that allow for uncertainties, such as spending between $275,000 and $325,000
and having the home completed within five to seven months. These goals allow for inevitable
changes due to risk, resources, and quality considerations.

Experienced project managers know that you must decide which constraints are most
important on each particular project. If time is most important, you must often change the
initial scope and/or cost goals to meet the schedule. You might have to accept more risk and
lower quality expectations. If scope goals are most important, you may need to adjust time
and/or cost goals, decrease risk, and increase quality expectations. If communications is most
important, you must focus on that. If there are set procurement goals or constraints, that
knowledge might be key to the project. In any case, sponsors must provide some type of target
goals for a project’s scope, time, and cost and define other key constraints for a project. The
project manager should be communicating with the sponsor throughout the project to make
sure the project meets his or her expectations.
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How can you avoid the problems that occur when you meet scope, time, and cost
goals, but lose sight of customer satistaction? The answer is good project management, which includes
more than meeting project constraints.

WHAT IS PROJECT MANAGEMENT?

Project management is “the application of knowledge, skills, tools and techniques to project

activities to meet the project requirements.”’ Project managers must not only strive to meet
specific scope, time, cost, and quality requirements of projects, they must also facilitate the
entire process to meet the needs and expectations of the people involved in or affected by
project activities.

Figure 1-3 illustrates a framework to help you understand project management. Key
elements of this framework include the project stakeholders, project management process
groups, knowledge areas, tools and techniques, project success, and the contribution of a
portfolio of projects to the success of the entire enterprise. Each of these elements of project
management is discussed in more detail in the following sections.

Project
portfolio
Sealisholdar Procgs.sgroups Knowledggareas Tools.and i
needs and 1. Initiating 1. Integration techniques . .
. | roject .
expectations | 2- Planning 2. Seape —TETT Project 2 Enterprise
3. Executing 3. Time : = 3 Project 3 success
4. Monitoring/ | 4. Cost B
controlling | 5. Quality E =
5. Closing 6. Human resource |,
7. Communications |“- Project
8. Risk success
9. Procurement
10. Stakeholder
management

Figure 1-3. Project management framework

Project Stakeholders

Stakeholders are the people involved in or affected by project activities and include the project
sponsor, project team, suppott staff, customers, users, suppliers, and even opponents to the
project. These stakeholders often have very different needs and expectations. For example,
there are several stakeholders involved in a home construction project.

e The project sponsors would be the potential new homeowners. They would be the
people paying for the house and could be on a very tight budget, so they would
expect the contractor to provide accurate estimates of the costs involved in
building the house. They would also need a realistic idea of when they could move
in and what type of home they could afford given their budget constraints. The
new homeowners would have to make important decisions to keep the costs of the
house within their budget. Can they afford to finish the basement right away? If
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they can afford to finish the basement, will it affect the projected move-in date? In
this example, the project sponsors are also the customers and users for the
product, which is the house.

e The project manager in this example would normally be the general contractor
responsible for building the house. He or she needs to work with all the project
stakeholders to meet their needs and expectations.

e The project team for building the house would include several construction
workers, electricians, carpenters, and so on. These stakeholders would need to
know exactly what work they must do and when they need to do it. They would
need to know if the required materials and equipment will be at the construction
site or if they are expected to provide the materials and equipment. Their work
would need to be coordinated since there are many interrelated factors involved.
For example, the carpenter cannot put in kitchen cabinets until the walls are
completed.

e Support staff might include the employers of the homeowners, the general
contractor’s administrative assistant, and other people who support other
stakeholders. The employers of the homeowners might expect their employees to
complete their work but allow some flexibility so they can visit the building site or
take phone calls related to building the house. The contractor’s administrative
assistant would support the project by coordinating meetings between the buyers,
the contractor, suppliers, and other stakeholders.

e Building a house requires many suppliers. The suppliers would provide the wood,
windows, flooring materials, appliances, and other items. Suppliers would expect
exact details on what items they need to provide, where and when to deliver those
items, and similar information.

e Additional stakeholders would include the city council and mayor, who would be
interested in increasing revenues. They might suggest certain guidelines for the
minimum value of the homes for providing adequate property taxes. The city may
also have regulations to ensure the safety of the public in the area of the
construction site. The local housing inspector would also be a stakeholder,
concerned with ensuring that everything meets specific codes and regulations.

e There may or may not be opponents to a project. In this example, there might be a
neighbor who opposes the project because the workers are making so much noise
that she cannot concentrate on her work at home, or the noise might awaken her
sleeping children. She might interrupt the workers to voice her complaints or even
file a formal complaint. Alternatively, the neighborhood might have association
rules concerning new home design and construction. If the homeowners did not
follow these rules, they might have to halt construction due to legal issues.

As you can see from this example, there are many different stakeholders on projects,
and they all have different interests. Stakeholders’ needs and expectations are important in the
beginning and throughout the life of a project. Successful project managers develop good
relationships with project stakeholders to understand and meet their needs and expectations.
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Project Management Process Groups and Knowledge Areas

The five project management process groups include initiating, planning, executing,
monitoring and controlling, and closing activities. Chapter 3 provides more information on the
process groups and how they relate to the ten project management knowledge areas. Project
management knowledge areas describe the key competencies that project managers must
develop. The center of Figure 1-3 shows the ten knowledge areas of project management.
Project managers must have knowledge and skills in all ten of these areas, briefly described as
follows:

e Project integration management is an overarching function that coordinates the
work of all other knowledge areas. It affects and is affected by all of the other
knowledge areas.

e Project scope management involves working with all appropriate stakeholders to
define, gain written agreement for, and manage all the work required to complete
the project successfully.

e Project time management includes estimating how long it will take to complete the
work, developing an acceptable project schedule given cost-effective use of
available resources, and ensuring timely completion of the project.

e Project cost management consists of preparing and managing the budget for the
project.

e  Project quality management ensures that the project will satisfy the stated or implied
needs for which it was undertaken.

e Project human resource management is concerned with making effective use of the
people involved with the project.

e Project communications management involves generating, collecting,
disseminating, and storing project information.

e Project risk management includes identifying, analyzing, and responding to risks
related to the project.

e  Project procurement management involves acquiring or procuring goods and
services for a project from outside the performing organization.

e Project stakeholder management focuses on identifying project stakeholders,
understanding their needs and expectations, and engaging them appropriately

throughout the project. Note that PMI added stakeholder management as a tenth
knowledge area to the PMBOK® Guide, Fifth Edition in 2013.

Project Management Tools and Techniques

Thomas Carlyle, a famous historian and author, stated, “Man is a tool-using animal. Without
tools he is nothing, with tools he is all.” As the world continues to become more complex, it is
even more important for people to develop and use tools, especially for managing important
projects. Project management tools and techniques assist project managers and their teams
in carrying out work in all ten knowledge areas. For example, some popular time-management
tools and techniques include Gantt charts, project network diagrams, and critical path analysis.
Figure 1-4 (on page 12) lists some commonly used tools and techniques by knowledge area.
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You will learn more about these and other tools and techniques throughout this text. Note that
the PMBOK® Guide refers to some of these items as outputs.

A survey of 753 project and program managers was conducted to rate several project
management tools. Respondents were asked to rate tools on a scale of 1-5 (low to high) based
on the extent of their use and the potential of the tools to help improve project success. “Super
tools” were defined as those that had high use and high potential for improving project success.
These super tools included software for task scheduling (such as project management software),
scope statements, requirements analyses, and lessons-learned reports. Tools that were already
extensively used and have been found to improve project performance included progress
reportts, kick-off meetings, Gantt charts, and change requests.

These super tools are bolded in Figure 1-4.8 Of course, different tools can be more
effective in different situations. It is crucial for project managers and their team members to
determine which tools will be most useful for their particular projects.

WHAT WENT RIGHT?

Follow-up studies by the Standish Group (see the previously quoted “CHAOS” study in the

What Went Wrong? passage) showed improvement in the statistics for I'T projects:

e The number of successful projects has more than doubled, from 16 percent in 1994 to 39
percent in 2012.

e The number of failed projects decreased from 31 percent in 1994 to 18 percent in 2012.

e The 2013 CHAOS study also analyzed small projects (under $1 million) versus large
projects (over $10 million). Not surprisingly, the success rate for small projects was much
higher than large projects—76% versus 10%. It is easier to manage smaller projects, and
researchers suggest that organizations strive to break large projects into a sequence of
smaller ones in a process they call optimization.

“This yeat’s results represent a high water mark for success rates in the history of CHAOS

research. The increase in success is a result of several factors, including looking at the entire

project environment of processes, methods, skills, costs, tools, decisions, optimization, internal
and external influences, and team chemistry. Advances in the understanding of the skills needed
to be a good executive sponsor have proved to be very valuable for increasing success rates.

Increases in project management as a profession and trained project management professionals

can be tied directly to increases in success rates.””!0

Despite its advantages, project management is not a silver bullet that guarantees
success on all projects. Some projects, such as those involving new technologies, have a higher
degree of uncertainty, so it is more difficult to meet their scope, time, and cost goals. Project
management is a very broad, often complex discipline. What works on one project may not
work on another, so it is essential for project managers to continue to develop their knowledge
and skills in managing projects. It is also important to learn from the mistakes and successes of
others.
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Knowledge Area/Category

Tools and Techniques

Integration management

Project selection methods, project management
methodologies, project charters, project management
plans, project management software, change
requests, change control boards, project review
meetings, lessons-learned reports

Scope management

Scope statements, work breakdown structures,
mind maps, statements of work, requirements
analyses, scope management plans, scope verification
techniques, and scope change controls

Time management

Gantt charts, project network diagrams, critical-path
analyses, crashing, fast tracking, schedule performance
measurements

Cost management

Net present value, return on investment, payback
analyses, earned value management, project portfolio
management, cost estimates, cost management plans,
cost baselines

Quality management

Quality metrics, checklists, quality control charts, Pareto
diagrams, fishbone diagrams, maturity models, statistical
methods

Human resource

Motivation techniques, empathic listening,

management responsibility assighment matrices, project
organizational charts, resource histograms, team
building exercises

Communications Communications management plans, kickoff

management meetings, conflict management, communications

media selection, status and progress reports, virtual
communications, templates, project Web sites

Risk management

Risk management plans, risk registers,
probability/impact matrices, risk rankings

Procurement management

Make-or-buy analyses, contracts, requests for proposals
or quotes, source selections, supplier evaluation
matrices

Stakeholder management

Stakeholder registers, stakeholder analyses, issue logs,
interpersonal skills, reporting systems

Figure 1-4. Common project management tools and techniques by knowledge area

Note: The bolded items are “super tools”

Project Success

12

How do you define the success or failure of a project? There are several ways to define project

success. The list that follows outlines a few common criteria for measuring project success as

applied to the example project of building a new 2,000 square foot home within six months for

$300,000:
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e The project met scope, time, and cost goals. If the home was 2,000 square feet and
met other scope requirements, was completed in six months, and cost $300,000,
we could call it a successful project based on these criteria. Note that the CHAOS
studies mentioned in the What Went Right? and What Went Wrongp examples
used this definition of success.

e The project satisfied the customer/sponsot. Even if the project met initial scope,
time, and cost goals, the couple paying for the house might not be satisfied.
Perhaps the project manager never returned their calls and was rude to them or
made important decisions without their approval. Perhaps the quality of some of
the construction or materials was not acceptable. If the customers were not happy
about important aspects of the project, it would be deemed a failure based on this
criterion. Many organizations implement a customer satisfaction rating system for
projects to measure project success.

e The results of the project met its main objective, such as making or saving a certain
amount of money, providing a good return on investment, or simply making the
sponsors happy. If the couple liked their new home and neighborhood after they
lived there for a while, even if it cost more or took longer to build or the project
manager was rude to them, it would be a successful project based on this criterion.
As another example, suppose the owners really wanted to keep the house for just a
few years and then sell it for a good return. 1f that happened, the couple would
deem the project a success, regardless of other factors involved. Note that for
many projects done to meet ROI objectives, financial success cannot be
determined until some time after the project is completed.

Project managers play a vital role in helping projects succeed. Project managers work
with the project sponsors, the project team, and the other stakeholders involved in a project to
meet project goals. They also work with the sponsor to define success for that particular
project. Good project managers do not assume that their definition of success is the same as
the sponsors’ definition. They take the time to understand their sponsors’ expectations. For
example, if you are building a home for someone, tind out what is most important:

e Meeting scope, time, and cost goals of the project to build the home

e Satisfying other needs, such as communicating in a certain way

¢ Ensuring the project delivers a certain result, such as providing the home of the
owners’ dreams or a good return on investment.

The success criteria should help you to develop key performance indicators (KPIs)

needed to track project progress. It is important to document this information in enough detail
to eliminate ambiguity.

PROGRAM AND PROJECT PORTFOLIO
MANAGEMENT

As mentioned earlier, about one-quarter of the world’s gross domestic product is spent on
projects. Projects make up a significant portion of work in most business organizations or
enterprises, and successfully managing those projects is crucial to enterprise success. Two
important concepts that help projects meet enterprise goals are the use of programs and project
portfolio management.
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Programs

A program is “a group of related projects managed in a coordinated way to obtain benefits and
control not available from managing them individually.” 1" As you can imagine, it is often more
economical to group projects together to help streamline management, staffing, purchasing,
and other work. The following are examples of programs (Figure 1-5 illustrates the first
program in the list).

e A construction firm has programs for building single-family homes, apartment
buildings, and office buildings, as shown in Figure 1-5. Each home, apartment
building, and office building is a separate project for a specific sponsor, but each
type of building is part of a program. There would be several benefits to managing
these projects under one program. For example, for the single-family homes, the
program manager could try to get planning approvals for all the homes at once,
advertise them together, and purchase common materials in bulk to earn
discounts.

e A clothing firm has a program to analyze customer-buying patterns. Projects under
this program might include one to send out and analyze electronic surveys, one to
conduct several focus groups in different geographic locations with different types
of buyers, and a project to develop an information system to help collect and
analyze current customers’ buying patterns.

e A government agency has a program for children’s services, which includes a
project to provide pre-natal care for expectant mothers, a project to immunize
newborns and young children, and a project for developmental testing for pre-
school children, to name a few.

ABC Construction

Program 1: Program 2: Program 3:
Single-family Apartment ) o
Homes Buildings Office Buildings

Figure 1-5. Example programs

A program manager provides leadership and direction for the project managers
heading the projects within the program. Program managers also coordinate the efforts of
project teams, functional groups, suppliers, and operations staff supporting the projects to
ensure that project products and processes are implemented to maximize benefits. Program
managers are responsible for more than the delivery of project results; they are change agents
responsible for the success of products and processes produced by those projects.

Program managers often have review meetings with all their project managers to share
important information and coordinate important aspects of each project. Many program



Copyright 2015 Schwalbe Publishing  Chapter 1 — Introduction 15

managers worked as project managers earlier in their careers, and they enjoy sharing their
wisdom and expertise with their project managers. Effective program managers recognize that
managing a program is much more complex than managing a single project. In addition to skills
required for project managers, program managers must also possess strong business knowledge,
leadership capability, and communication skills.

Project Portfolio Management

A portfolio is a collection of projects and programs that are grouped together to facilitate
effective management to meet strategic business objectives. Project managers support an
emerging business strategy of project portfolio management (also called just portfolio
management), in which organizations group and manage projects and programs as a portfolio
of investments. Pacific Edge Software’s product manager, Eric Burke, defines project portfolio
management as “the continuous process of selecting and managing the optimum set of project
initiatives that deliver maximum business value.”12

PMI published the S7andard for Portfolio Management, Third Edition, in 2013. PMI
members can download this and other standards, such as the PMBOK® Guide, for free from
www.pmi.org. Topics included in this standard include:

e Understanding the role of portfolio management in relation to an organization’s
structure and strategy

e  Streamlining operations through portfolio management

e Improving the implementation and maintenance of governance initiatives

e Designing and implementing metrics to demonstrate and improve return on
investment through portfolio management.

e Reporting information to optimize an organization’s projects and programs

Portfolio managers need to understand how projects fit into the bigger picture of the
organization, especially in terms of corporate strategy, finances, and business risks. They create
portfolios based on meeting specific organizational goals, such as maximizing the value of the
portfolio or making effective use of limited resources. Portfolio managers help their
organizations make wise investment decisions by helping to select and analyze projects from a
strategic perspective. Portfolio managers may or may not have previous experience as project or
program managers. It is most important that they have strong financial and analytical skills and
understand how projects and programs can contribute to meeting strategic goals.

The main distinction between project or program management and portfolio
management is a focus on meeting tactical versus strategic goals. Tactical goals are generally
more specific and short-term than strategic goals, which emphasize long-term goals for an
organization. Individual projects and programs often address tactical goals, whereas portfolio
management addresses strategic goals. Project and program management address questions like:

e Are we carrying out projects well?
e Are projects on time and budget?

e Do project stakeholders know what they should be doing?
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Portfolio management addresses questions like:
e Are we working on the right projects?
e Are we investing in the right areas?
e Do we have the right resources to be competitive?

There can be portfolios for all types of projects. For example:

e In a construction firm, strategic goals might include increasing profit margins on
large projects, decreasing costs on supplies, and improving skill levels of key
workers. Projects could be grouped into these three categories for portfolio
management purposes.

e In a clothing firm, strategic goals might include improving the effectiveness of IT,
introducing new clothing lines, reducing inventory costs, and increasing customer
satisfaction. These might be the main categories for their portfolio of projects.

e A government agency for children’s services could group projects into a portfolio
based on key strategies such as improving health, providing education, and so on
to help make decisions on the best way to use available funds and resources.

Organizations group projects into portfolios to help them make better investment
decisions, such as increasing, decreasing, discontinuing, or changing specific projects or
programs based on their financial performance, risks, resource utilization, and similar factors
that affect business value. If a construction firm has much higher profit margins on apartment
buildings than single-family homes, for example, it might choose to pursue more apartment
building projects. The firm might also create a new project to investigate ways to increase
profits for single-family home projects. On the other hand, if the company has too many
projects focused on financial performance and not enough focused on improving its work
force, the portfolio manager might suggest initiating more projects to support that strategic
goal. Just like a personal financial portfolio, a business’s portfolio should be diversified to
account for risk.

By grouping projects into portfolios, organizations can better tie their projects to
meeting strategic goals. Portfolio management can also help organizations do a better job of
managing its human resources by hiring, training, and retaining workers to support the projects
in the organization’s portfolio. For example, if the construction firm needs more people with
experience in building apartment buildings, they can make necessary adjustments by hiring or
training current workers in the necessary skills.

THE PROJECT MANAGEMENT PROFESSION

As you can imagine, good project managers should have a variety of skills. Good program and
portfolio managers often need additional skills and experience in managing projects and
understanding organizational strategies. This section describes some of the skills that help you
manage projects, and you will learn many more throughout this text. If you are serious about
considering a career in project management, you should consider becoming a certified Project
Management Professional. You should also be familiar with some of the project management
software products available on the market today.
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Suggested Skills for Project, Program, and Portfolio Managers

Project managers and their teams must develop knowledge and skills in the following areas:
e All ten project management knowledge areas
e The application area (domain, industry, market, etc.)
e The project environment (politics, culture, change management, etc.)
e General business (financial management, strategic planning, etc.)
e Human relations (leadership, motivation, negotiations, etc.)

An earlier section of this chapter introduced the ten project management knowledge
areas, as well as some tools and techniques that project managers use. The application area
refers to the application to which project management is applied. For example, a project
manager responsible for building houses or apartment buildings should understand the
construction industry, including standards and regulations important to that industry and those
types of construction projects. A project manager leading a large software development project
must know a lot about that application area. A project manager in education, entertainment, the
government, and other fields must understand those application areas.

The project environment differs from organization to organization and project to
project, but there are some skills that will help in most project environments. These skills
include understanding change, and understanding how organizations work within their social,
political, and physical environments. Project managers must be comfortable leading and
handling change, since most projects introduce changes in organizations and involve changes
within the projects themselves. Project managers need to understand the organizations they
work in and how products are developed and services are provided. For example, it takes
different skills and behavior to manage a project for a Fortune 100 company in the United
States than it does to manage a government project for a new business in Poland or India. It
also takes different skills and behaviors to manage a project in the construction industry from
one in the entertainment or pharmaceutical industry.

Project managers should also possess general business knowledge and skills. They
should understand important topics related to financial management, accounting, procurement,
sales, marketing, contracts, manufacturing, distribution, logistics, the supply chain, strategic
planning, tactical planning, operations management, organizational structures and behavior,
personnel administration, compensation, benefits, career paths, and health and safety practices.
On some projects, it will be critical for project managers to have substantial experience in one
or several of these general business areas. On other projects, project managers can delegate
detailed responsibility for some of these areas to a team member, supportt staff, or even a
supplier. Even so, the project managers must be intelligent and experienced enough to know
which of these areas are most important and who is qualified to do the work. They must also
make and/or take responsibility for all key project decisions.

Achieving high performance on projects requires human relations skills, also known as
soft skills. Some of these soft skills include effective communication, influencing the
organization to get things done, leadership, motivation, negotiation, conflict management, and
problem solving. Project managers must lead their project teams by providing vision, delegating
work, creating an energetic and positive environment, and setting an example of appropriate
and effective behavior. Project managers must focus on teamwork skills in order to use their
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people effectively. They need to be able to motivate different types of people and develop esprit
de corps within the project team and with other project stakeholders.

MEDIA SNAPSHOT

In 2004, millions of people in the U.S. watched the first season of the reality show called Te
Apprentice, where contestants vied for a high-level position working for Donald Trump. Each week,
Trump fired one contestant and told everyone bluntly why they were fired. Trump’s reasons provide
insight into improving project management skills, as follows:

e Leadership and professionalism are crucial. No matter how smart you are (the first
candidate fired had degrees in medicine and business), you must be professional in how
you deal with people and display some leadership potential.

o Know what your sponsor expects from the project, and learn from your mistakes. The
second person and first project manager fired, Jason, decided not to take the time to meet
with project sponsors, causing his team to fail.

e Trust your team and delegate. Sam had problems as a team member and project manager,
but his lack of trust in and respect for and from his teammates led to his downfall.

e Know the business. Restaurants often have the highest profit margins on certain items, like
drinks. One team focused on increasing bar sales, which generated the most profit, and
easily won the competition that week.

e Stand up for yourself. When Trump fired Kristi over two other candidates, he explained his
decision by saying that Kristi didn’t fight for herself, while the other two women did.

e Bea team player. Tammy cleatly did not get along with her team, and no one supported her
in the boardroom when her team lost.

e Don’t be ovetly emotional and stay organized. Erika had a difficult time leading her team in
selling Trump Ice, and she became flustered when they did not get credit for sales because
paperwork was not done correctly. Her emotions were evident in the boardroom when she
was fired.

e  Work on projects and for people you believe in. Kwame’s team selected an artist based on
her profit potential, even though he and other teammates disliked her work. The other
team picked an artist they liked, and they easily outsold Kwame’s team.

e Think outside the box. Troy led his team in trying to make the most money selling
rickshaw rides using traditional methods. The other team brainstormed ideas and decided
to sell advertising space on the rickshaws, which was a huge success.

e There is some luck involved in project management, and you should always aim high. Nick
and Amy were teamed against Bill, Troy, and Kwame to rent out a party room for the
highest price. Troy’s team seemed very organized and did get a couple of good bids, but
Nick and Amy didn’t seem to have any real prospects. They got lucky when one potential
client came back at the last minute and agreed to a much higher than normal price.
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The Apprentice show continues to run in 2015 with celebrities as contestants and money
donated to charity. In the 2008 celebrity season, the last two contestants wete Trace Adkins, a
popular country music star and easy person to work with and for, and Piers Morgan, a former British
tabloid editor and judge on America’s Got Talent. An important lesson from that season was that the
key stakeholder, Donald Trump, believed it was more important to focus on how much money the
winner raised than what his teammates thought of him. Trump modified the ctitetia for winning the
following year, when comedian Joan Rivers beat poker player Annie Duke. Project managers must
also earn respect from their teams and sponsors, as Joan did.

Importance of Leadership Skills

In a popular study, one hundred project managers listed the characteristics they believed were
critical for effective project management and the characteristics that made project managers
ineffective. Figure 1-6 lists the results. The study found that effective project managers provide
leadership by example, are visionary, technically competent, decisive, good communicators, and
good motivators. They also stand up to top management when necessary, support team
members, and encourage new ideas. The study also found that respondents believed positive
leadership contributes the most to project success. The most important characteristics and
behaviors of positive leaders include being a team builder and communicator, having high self-
esteem, focusing on results, demonstrating trust and respect, and setting goals.

Effective Project Managers

Ineffective Project Managers

Lead by example

Set bad examples

Are visionaries

Are not self-assured

Are technically competent

Lack technical expertise

Are decisive

Avoid or delay making decisions

Are good communicators

Are poor communicators

Are good motivators

Are poor motivators

Zimmerer, Thomas W. and Mahmoud M. Yasin, "A Leadetship Profile of American Project
Managers," Project Management Journal (March 1998), 31-38.

Figure 1-6. Most significant characteristics of effective and ineffective project managers

Leadership and management are terms often used interchangeably, although there are
differences. Generally, a leader focuses on long-term goals and big-picture objectives, while
inspiring people to reach those goals. A manager often deals with the day-to-day details of
meeting specific goals. Some people say that, “Managers do things right, and leaders do the
right things.” “Leaders determine the vision, and managers achieve the vision.” “You lead
people and manage things.”

Project managers often take on the role of both leader and manager. Good project
managers know that people make or break projects, so they must set a good example to lead
their team to success. They are aware of the greater needs of their stakeholders and
organizations, so they are visionary in guiding their current projects and in suggesting future
ones.

In another study, experts were asked to identify the ten most important skills and
competencies for effective project managers. Figure 1-7 shows the results.
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Top Ten Skills and Competencies for Effective Project Managers
1. People skills 6. Verbal communication
2. Leadership 7. Strong at building teams
3. Listening 8. Conflict resolution/management
4. Integrity, ethical behavior, consistent 9. Critical thinking/problem solving
5. Strong at building trust 10. Understands and balances priorities

Jennifer Krahn, “Effective Project Leadership: A Combination of Project Manager Skills
and Competencies in Context,” PMI Research Conference Proceedings (July 20006).

Figure 1-7. Ten most important skills and competencies for project managers

Respondents were also asked what skills and competencies were most important in various
project situations:

o Large projects: Leadership, relevant prior expetience, planning, people skills, verbal
communication, and team-building skills were most important.

o High uncertainty projects: Risk management, expectation management, leadership,
people skills, and planning skills were most important.

o Very novel projects: Leadership, people skills, having vision and goals, self-
confidence, expectations management, and listening skills were most important.!3

Notice that a few additional skills and competencies not cited in the top 10 list were
mentioned when people thought about the context of a project. To be the most effective,
project managers require a changing mix of skills and competencies depending on the project
being delivered.

As mentioned earlier, program managers need the same skills as project managers.
They often rely on their past experience as project managers, strong business knowledge,
leadership capability, and communication skills to handle the responsibility of overseeing the
multiple projects that make up their programs. It is most important that portfolio managers
have strong financial and analytical skills and understand how projects and programs can
contribute to meeting strategic goals.

Companies that excel in project, program, and portfolio management grow project
leaders, emphasizing development of business and communication skills. Instead of thinking of
leaders and managers as specific people, it is better to think of people as having leadership
skills, such as being visionary and inspiring, and management skills, such as being organized and
effective. Therefore, the best project, program, and portfolio managers have leadership and
management characteristics; they are visionary yet focused on the bottom line. Above all else,
they focus on achieving positive results!
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BEST PRACTICE

A best practice is “an optimal way recognized by industry to achieve a stated goal or
objective.”!* Robert Butrick, author of The Project Workont, wrote an article on best practices in
project management for the Ultzmate Business Library’s Best Practice book. He suggests that
organizations need to follow basic principles of project management, including these two
mentioned earlier in this chapter:

e  Make sure your projects are driven by your strategy. Be able to demonstrate how each
project you undertake fits your business strategy, and screen out unwanted projects as soon
as possible.

e Engage your stakeholders. Ignoring stakeholders often leads to project failure. Be sure to
engage stakeholders at all stages of a project, and encourage teamwork and commitment at
all times. Use leadership and open communications to make things happen.!>

Project Management Certification

Professional certification is an important factor in recognizing and ensuring quality in a
profession. The Project Management Institute (PMI) is a global professional society for
project and program managers. PMI provides certification as a Project Management
Professional (PMP)—someone who has documented sufficient project experience, agreed to
follow the PMI code of professional conduct, and demonstrated knowledge of the field of
project management by passing a comprehensive examination.

The number of people earning PMP certification continues to increase. In 1993, there
were about 1,000 certified project management professionals. By the end of December, 2014
there were 639,237 active certified project management professionals. There were also 27,168
CAPMs (Certified Associates in Project Management).1¢

There are also requirements to maintain active certification status by continuing to
develop expertise related to the PMI talent triangle of technical project management, strategic
and business management, and leadership. See PMI’s Web site for more information on PMP
and other certifications and renewal requirements.

Figure 1-8 shows the rapid growth in the number of people earning project
management professional certification from 1993 through 2014. Although most PMPs are in
the U.S. and Canada, the PMP credential is growing in popularity in several countries, such as
Japan, China, and India.
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Figure 1-8. Growth in PMP certification, 1993-2014

Some companies are requiring that all project managers be PMP certified. Project
management certification is also enabling professionals throughout the world to share a
common base of knowledge. For example, any person with PMP certification can list, describe,
and use the ten project management knowledge areas, as described in PMI’s A Guide to the
Project Management Body of Knowledge (PMBOK® Guide). Sharing a common base of knowledge is
important because it helps advance the theory and practice of project management.

Many colleges, universities, and companies around the world now offer courses related
to various aspects of project management. You can even earn bachelors, masters, and doctoral
degrees in project management. PMI reported in 2008 that of the 280 institutions it has
identified that offer degrees in project management, 103 are in mainland China. “When
Western companies come into China they are more likely to hire individuals who have PMP
certification as an additional verification of their skills. In our salary survey, the salary
differences in IT, for example, was dramatic. A person with certification could make five to six
times as much salary, so there is a terrific incentive to get certified and work for these Western
companies.” 7 Today, there are even more degree programs in project management. In 2015, a
gradschools.com search for “project management” found 370 campus and online accredited
graduate, certificate, and doctoral programs from all types of institutions.
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PMI Student Membership and Certification Information

As a student, you can join PMI for a reduced fee ($32 vs. $129 in 2015). Consult PMI’s Web
site (www.pmi.org) for more information. You can network with other students studying project
management by joining a local chapter. Many welcome students to attend free events, including
job networking. You can volunteer to help develop your skills and setve your community.

Students should consider earning the Certified Associate in Project Management
(CAPM) credential from PMI. If you complete a bachelor’s degree, you do not need any work
experience to earn the CAPM. However, if you have enough work experience, the PMP is more
marketable.

E'thics in Project Management

Ethics, loosely defined, is a set of principles that guide our decision making based on personal
values of what is “right” and “wrong.” Making ethical decisions is an important part of our
personal and professional lives because it generates trust and respect with other people. Project
managers often face ethical dilemmas. For example, several projects involve different payment
methods. If a project manager can make more money by doing a job pootly, should he or she
do the job poorly? No! If a project manager is personally opposed to the development of
nuclear weapons, should he or she refuse to manage a project that helps produce them? Yes!
Ethics guide us in making these types of decisions.

PMI approved a new Code of Ethics and Professional Conduct effective January 1,
2007. This new code applies not only to PMPs, but to all PMI members and individuals who
hold a PMI certification, apply for a PMI certification, or serve PMI in a volunteer capacity. It
is vital for project management practitioners to conduct their work in an ethical manner. Even
if you are not affiliated with PMI, these guidelines can help you conduct your work in an ethical
manner, which helps the profession earn the confidence of the public, employers, employees,
and all project stakeholders. The PMI Code of Ethics and Professional Conduct includes short
chapters addressing vision and applicability, responsibility, respect, fairness, and honesty. A few
excerpts from this document include the following:

“As practitioners in the global project management community:

221 We make decisions and take actions based on the best interests of society,
public safety, and the environment.

222 We accept only those assighments that are consistent with our background,
experience, skills, and qualifications.

2.2.3. We fulfill the commitments that we undertake—we do what we say we will do.

321 We inform ourselves about the norms and customs of others and avoid
engaging in behaviors they might consider disrespectful.

322 We listen to others’ points of view, seeking to understand them.

323 We approach directly those persons with whom we have a conflict or
disagreement.

421 We demonstrate transparency in our decision-making process.

4.2.2 We constantly reexamine our impartiality and objectivity, taking corrective

action as appropriate.
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4.3.1 We proactively and fully disclose any real or potential conflicts of interest to
appropriate stakeholders.

5.2.1 We earnestly seek to understand the truth.

5.2.2 We ate truthful in our communications and in our conduct.”'®

In addition, PMI added a new series of questions to the PMP certification exam in
March 2002 and continues to include this topic to emphasize the importance of ethics and
professional responsibility.

Project Management Careers

How does one become a project manager? In the past, many people became project managers
by accident. They had never really heard of the job title, and their organizations did not have a
real career path for project managers. They may have led a small project part-time and then
been thrown into the role of project manager on a larger project. Today, individuals and
organizations often take a more proactive approach. Some people study project management
in college and enter the field upon graduation, often as a project coordinator. Others gain
expettise in a certain industry and/or application area in a more technical capacity and then
move into project management when they believe (or their bosses believe) they can lead a team.
Some people earn the CAPM or PMP certification to move into project management roles
within their own companies or at different ones.

The need for project managers is evident in recent studies and job postings.

e Between 2010 and 2020, 15.7 million new project management roles will be created
globally across seven project-intensive industries. Along with job growth, there will be
a significant increase in the economic footprint of the profession; the project
management profession is slated to grow by USD$6.61 trillion.!

e Indeed.com, a popular job search site, listed almost 347,000 jobs in the U.S. when
searching for project manager in early 2015. Over 53,000 of those jobs were listed in
California; over 27,000 in Texas, and over 26,000 in New York.

e Sixty percent of hiring managers say interest in project management careers among
younger job applicants has grown over the past decade. The March 2015 issues of PM
Network includes an article with advice for young people on breaking into and
succeeding in project management. Suggestions include earning a certification (such as
the PMP or CAPM), volunteering for leadership roles, speaking up for a position, and
learning to delegate and empower team members.2

What is a typical career path for project managers? Being a project manager is a
demanding yet rewarding profession, for the right person. Many people start off leading a small
project related to their current job, part-time, to make sure they are cut out for and enjoy the
work. Some organizations require their people to have a few years of experience before they let
them lead any projects. Others hire entry-level people with the title of project coordinator or

project manager.
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Many organizations realize that they need to provide a structured career path to
develop and maintain their talent pipeline for project managers. After leading a small project,
many people go on to lead multiple small projects, larger projects, or become program
managers. Some organizations have different levels of project managers, often based on
knowledge and experience. Bob Morin, deputy PMO manager for National Security
Technologies in Las Vegas, Nevada, strongly believes in establishing defined positions, where
each level requires certain knowledge, skills, and experience. For example, at one large
organization he developed a career path with nine different levels, as follows, from lowest to
highest:

e Project administrator

e  Junior project coordinator
e Senior project coordinator
e  Project manager level 1

e Project manager level 2

e Project manager level 3

e Project manager level 4

e Program manager

e Senior program manager?!

What if you do not want to stay in a project management career path? You can often
go back to your former, more technical position, and move along that career path. Or, many
ex-project managers move into higher level management positions, such as department
manager, director, vice president, or even CEO. Some become consultants, educators, or
entrepreneurs. Their experience leading projects makes them marketable in several different
careers.

Project Management Software

The project management and software development communities have definitely responded to
the need to provide more software to assist in managing projects. There are hundreds of tools
available, ranging from free online or smart phone apps to enterprise tools costing thousands of
dollars to implement and high monthly fees per user. Deciding which project management
software to use has become a project in itself. Microsoft Project continues to lead the market
with over 880,000 customer and 22 million users. See Appendix A for details on the various
configurations available for Microsoft Project and detailed instructions for using Project
Professional 2013, the product available for a free trial. TopTenReviews.com has a category for
online project management software and listed Clarizen, GeniusProject, and AtTask as the top
three products in 2014.

This section provides a summary of the basic types of project management software
available and references for finding more information.



Copyright 2015 Schwalbe Publishing  Chapter 1 — Introduction 26

Free Trials and Information on Using Project 2013,
MindView, Basecamp, and Other Software

A 60-day evaluation copy of Microsoft Project is available from Microsoft’s Web site at
www.microsoft.com, and users of this book can access a special trial of MindView Business
softwate at www.matchware.com/ intropm. Note that both of these tools requite downloads and
Windows software as of early 2015. See Appendix A for a guide to using Project 2013 and
Appendix B for information on other products, including MindView Business and Basecamp.
Basecamp is a totally online project management tool that does not require Windows.
Educators can request a free Basecamp account without a time restriction from
wiww.basecanmp.com.

Many people still use basic productivity software such as Microsoft Word and Excel to
perform many project management functions, including determining project scope, time, and
cost, assigning resources, and preparing project documentation. People often use productivity
software instead of specialized project management software because they already have it and
know how to use it. However, there are hundreds of project management software tools that
provide specific functionality for managing projects. These project management software tools
can be divided into three general categories based on functionality and price:

o Low-end tools: These tools provide basic project management features and generally
cost less than $200 per user or a low monthly fee for online software. They are
often recommended for small projects and single users. Most of these tools allow
users to create Gantt charts, which cannot be done easily using current
productivity software. Some of these tools are available online while others are
stand-alone desktop applications. There are also several smart phone applications,
and many online tools include smart phone integration.

o Midrange tools: A step up from low-end tools, midrange tools are designed to handle
larger projects, multiple users, and multiple projects. All of these tools can produce
Gantt charts and network diagrams, and can assist in critical path analysis, resource
allocation, project tracking, status reporting, and other tasks. Prices range from
about $200 to $600 per user or require a monthly fee per user. Microsoft Project is
still the most widely used project management software today in this category and
in general. Figure 1-9 provides a screen shot from Microsoft Project showing a
Gantt chart for a project that you can create by following the steps in Appendix A.
There is also an enterprise version of Microsoft Project, as described briefly below
and in more detail from Microsoft’s Web site.
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@  TaskName Duration Start Finish Predecessors |Feh'10 | Mar 10 | &pr 10 | May 10
24[31[7 [14]21]28]7 [14]21]28]4 [11[18]25]2 [9 [16
0 = Project A+ 63.5 days? Mon 2/1/10 Thu 4/29/10 @ 9
1 =l 1 Initiating 9.5 days Mon 2/1/10 Fri 211210 =
2 1.1 ldentify stakeholders 3 days Mon 211110 Wed 2/3110 o
3 1.2 Stakeholder register completed Odays ~ Wed 20310 Wed 2/3110 2 Y23
4 1.3 Stakeholder management strategy comple 0 days Wed 2/310 Wed 2310 2 ." a3
5 1.4 Prepare project charter 1wk Tue 2210 Tue 2/9/10 2FS-50% s
6 1.5 Project charter completed 0 days Tue 20910 Tue 2940 5
7 1.6 Prepare for kickoff meeting 3 days Tue 20910 Fri2M2M10 26
8 1.7 Kickoff meeting completed 0 days Fri2n2ino Fri2i2i0 76
9 = 2 Planning 9 days Tue 219110 Mon 2/22/10
10 2.1 Prepare draft schedule 5 days Mon 211510 Mon 2/22110 512FS-50%
1 2.2 Gantt chart completed 0 days Mon 2/2210 Mon 2/2210 10
12 2.3 Prepare scope statement 8 days Tue 2910 Fri 21940 5
13 2.4 Initial scope statement completed 0 days Fri2naino Fri 21910 12
14 =1 3 Executing 45 days Fri2119/10 Fri 42310
15 3.1 Work on deliverable 1 3 wks Fri2i9i0 Fri3n2no 12
16 3.2 Work on deliverable 2 5wks Fri3n2io Fri 41610 18
17 3.3 Work on deliverable 3 B wks Fri3inzio Fri4/23110 18
18 3.4 Deliverable 1 completed 0 days Fri3M2i0 Fri312M0 15
19 3.5 Deliverable 2 completed 0 days Fri416M0 Fri 41610 16
20 3.6 Deliverable 3 completed 0 days Fri 412310 Fri 4i23M10 17 Hi23
21 = 4 Monitoring and Controlling 60.06 days? Thu 2/410 Thu 42910
22 | 4.1 Track actual hours 1 day? Tue 472710 Wed 4/28/10 43FF-1 day,2
23 E 4.2 Update project documents 1 day? Tue 472710 Wed 4/28M0 43FF-1 day,3
24 |[H 4.3 Progress report 1 0 days Tue 3210 Tue 32110 @ 32
25 E 4.4 Progress report 2 0 days Tue 4610 Tue 4610 & 46
% O 4.5 Hold meetings 60.06 days  Thu2/410  Thu 42910 NN
40 =1 5 Closing 4 days Fri 42310 Thu 42910
4 5.1 Prepare final project report 4 days Fri 4i23110 Thu 4/28110 15,19,20
42 5.2 Prepare final presentation 4 days Fri 472310 Thu 4/29110 18,19,20

Figure 1-9. Screen shot from Microsoft Project showing a Gantt chart

e High-end tools: Another category of project management software is high-end tools,
sometimes referred to as enterprise project management software. These tools
provide robust capabilities to handle very large projects, dispersed workgroups,
and enterprise and portfolio management functions that summarize and combine
individual project information to provide an enterprise view of all projects. These
products are generally licensed on a per-user basis, integrate with enterprise
database management software, and are accessible via the Internet and smart
phones. In mid-2002, Microsoft introduced the first version of their Enterprise
Project Management software, and in 2003, they introduced the Microsoft
Enterprise Project Management solution, which was updated several times since
then. In 2008, Oracle acquired Primavera Software, Inc., another popular tool for
project-intensive industries.

Several totally Web-based products that provide basic as well as enterprise and
portfolio management capabilities are now on the market. TopTenReviews.com has a category
for online project management software and listed Clarizen, GeniusProject, and AtTask as the
top three products in 2014.

Several free or open-source tools are also available. For example, ProjectLibre,
LibrePlan, and OpenProject are all free open-source project management tools. Remember,
however, that these tools are developed, managed, and maintained by volunteers and may not
be well supported. Other popular tools are available free, but often have limited capability
unless you purchase them. See Appendix B for information on several tools, including
Basecamp, which provides free accounts for educators with no time limitation.
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By the end of the twentieth century, people in virtually every industry around the globe
began to investigate and apply different aspects of project, program, and portfolio management.
The sophistication and effectiveness with which organizations use these concepts and tools
today is influencing the way companies do business, use resources, and respond to market
needs with speed and accuracy. As mentioned earlier, there are many reasons to study project,
program, and portfolio management. The number of projects continues to grow, the
complexity of these projects continues to increase, and the profession of project management
continues to expand and mature. Many colleges, universities, and companies now offer courses
related to various aspects of project, program, and portfolio management. The growing number
of projects and the evidence that good project management really can make a difference
continue to contribute to the growth of this field.

CASE WRAP-UP

Another board member asked Doug Milis, the CEO, to describe more about what the PMO
Director did to help the company become more successful at managing projects. He explained
how Marie Scott worked with him and all the VPs to reorganize several parts of the company
to support their new emphasis on project, program, and project portfolio management. They
formed a project team to implement a web-based project management software tool across the
enterprise. They formed another team to develop project-based reward systems for all
employees. They also authorized funds for a project to educate all employees in project
management and to develop a mentoring program for project, program, and project portfolio
managers. Doug and Marie had successfully convinced everyone that effectively selecting and
managing projects was crucial to their company’s future. The board and the company’s
shareholders were very pleased with the results.
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CHAPTER SUMMARY

There is a new or renewed interest in project management today as the number of projects
continues to grow and their complexity continues to increase. The success rate of I'T projects
has more than doubled since 1995, but still only about a third are successful in meeting scope,
time, and cost goals. Using a more disciplined approach to managing all types of projects can
help organizations succeed.

A project is a temporary endeavor undertaken to create a unique product, service, or
result. Projects are developed incrementally; they require resources, have a sponsor, and involve
uncertainty. The triple constraint of project management refers to managing the scope, time,
and cost dimensions of a project.

Project management is the application of knowledge, skills, tools, and techniques to
project activities to meet project requirements. Stakeholders are the people involved in or
affected by project activities. A framework for project management includes the project
stakeholders, project management knowledge areas, and project management tools and
techniques. The ten knowledge areas are project integration management, scope, time, cost,
quality, human resource, communications, risk, procurement, and stakeholder management.

A program is a group of related projects managed in a coordinated way to obtain
benefits and control not available from managing them individually. Project portfolio
management involves organizing and managing projects and programs as a portfolio of
investments that contribute to the entire enterprise’s success. Portfolio management
emphasizes meeting strategic goals while project management focuses on tactical goals.

The profession of project management continues to grow and mature. Project,
program, and portfolio managers play key roles in helping projects and organizations succeed.
They must perform various duties, possess many skills, and continue to develop skills in project
management, general management, and their application area, such as I'T. Soft skills, especially
leadership, are particularly important for project, program, and portfolio managers. The Project
Management Institute (PMI) is an international professional society that provides certification
as a Project Management Professional (PMP) and upholds a code of ethics. The number of
people earning PMP certification continues to grow. Demand for project managers is high, and
several organizations provide defined career paths. Hundreds of project management software
products are available to assist people in managing projects. Microsoft Project is the most
popular.
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QUICK QUIZ

1.

Approximately what percentage of the world’s gross domestic product is spent on

projects?

A. 10%
B. 25%
C. 50%
D. 75%

Which of the following is not a potential advantage of using good project
management?

Al Shorter development times
B. Higher worker morale
C. Lower cost of capital
D. Higher profit margins
A is a temporary endeavor undertaken to create a unique product,
service, or result.
program
process
project
portfolio

ich of the following is not an attribute of a project?
projects are unique
projects are developed using progressive elaboration
projects have a primary customer or sponsor
projects involve no uncertainty

Sowrz 00wy

Which of the following is not part of the triple constraint of project management?
A. meeting scope goals

B meeting time goals

C. meeting communications goals

D meeting cost goals
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6. is the application of knowledge, skills, tools and techniques to
project activities to meet project requirements.
A. Project management
B. Program management
C. Project portfolio management
D. Requirements management
7. Project portfolio management addresses goals of an organization,
while project management addresses goals.
A. strategic, tactical
B. tactical, strategic
C. internal, external
D. external, internal
8. Several individual housing projects done in the same area by the same firm might best
be managed as part of a
A. portfolio
B. program
C. investment
D. collaborative
9. What is the most significant characteristic or attribute of an effective project manager?
A. is a strong communicator
B. is decisive
C. is visionary
D. leads by example
10. What is the popular certification program called that the Project Management Institute
provides?
A. Microsoft Certified Project Manager (MCPM)
B. Project Management Professional (PMP)
C. Project Management Expert (PME)
D. Project Management Mentor (PMM)
Quick Quiz Answers

1.B,2.C3.C,4.D,5.C,6.A,7.A,8.B,9.D, 10. B
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DISCUSSION QUESTIONS

1.

Why is there a new or renewed interest in the field of project management?

What is a project, and what are its main attributes? How is a project different from
what most people do in their day-to-day jobs? What is the triple constraint?

What is project management? Briefly describe the project management framework,
providing examples of stakeholders, knowledge areas, tools and techniques, and project
success factors.

Discuss the relationship between project, program, and portfolio management and
their contribution to enterprise success.

What are the roles of the project, program, and portfolio managers? What are
suggested skills for project managers? What additional skills do program and portfolio
managers need?

What role does the Project Management Institute play in advancing the profession?
What functions can you perform with project management software? What are some
popular names of low-end, midrange, and high-end project management software
tools?

EXERCISES

Note: These exercises can be done individually or in teams, in-class, as homework, or in a
virtual environment. Learners can either write their results in a paper or prepare a short
presentation to show their results.

1.

Review PMI’s Web site (www.pmi.org) and read and summarize one article from PM
Network (a monthly magazine — under Learning, Publications). Write a one-page paper
ot prepare a short presentation summarizing key information and your opinion of the
article.

Read the PMI report called the “Pulse of the Profession®: The High Cost of Low
Performance.” Download the entire 13-page report from www.pmi.org. Write a one-
page paper or prepare a short presentation summarizing key information and your
opinion of the report.

Find an example of a real project with a real project manager. Feel free to use projects

in the media (the Olympics, television shows, movies, and so on) or a project from
work, if applicable. Write a one-page paper or prepare a short presentation describing
the project in terms of its scope, time, and cost goals and each of the project’s
attributes. Try to include information describing what went right and wrong on the
project and the role of the project manager and sponsor. Also describe whether you
consider the project to be a success or not and why. Include at least one reference and
proper citations.

Go to www.gradschools.com and wwmw.mastersinprojectmanagement.com to search for graduate
schools that offer courses and programs related to project management. Review
schools by location and format. Summarize your findings and opinions in a short paper
or presentation.
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5. Review information from http://project-management-software-
review.toptenreviews.com. Read at least four reviews and visit the supplier Web sites
for their products. Also investigate smart phone apps for project management. Write a
one-page papet or prepare a short presentation summarizing your findings.

6. Watch the videos of PMI's Project of the Year Award winners from PMI's Web site.
The direct link is available from www.intropm.com under Student Resources. Summarize
key points from at least two of the videos. What did the project teams do to ensure
success? What challenges did they face, and how did they overcome them? Write a
short paper or prepare a presentation summarizing your findings.

7. Research recent studies about project success, such as one by Pedro Serrandor and
Rodney Turner called “The Relationship Between Project Success and Project
Efficiency,” (2015). Write a short paper or prepare a presentation summarizing your
findings.

8. Research information about earning and maintaining PMP and CAPM certifications.
Summarize your findings in a short paper or presentation.

TEAM PROJECTS

1. Find someone who works as a project manager or is a member of a project team. If
possible, find more than one person. Use the interview guidelines and then ask the
questions in person, via the phone, or via the Internet. Discuss the results with your
team, and then prepare a one- to two-page paper or prepare a short presentation to
summarize of your findings.

Project Manager Interview Guidelines

Please note that these are guidelines and sample questions only. Use only the questions that

seem appropriate, and feel free to add your own.

Note: If the interviewee wants to remain anonymous, that’s fine. If not, please include his/her
name and place of employment as a project manager in your papet. Let him/her know that you
are doing this interview for a class assignment and that the information may be shared with
others.

The main purpose of these interviews is for students to gain more insight into what project
managers really do, what challenges they face, what lessons they've learned, what
concepts/tools you're learning about that they really use, and what suggestions they have for
you and other students as future team members and project managers. People often like to tell
stories or relate particular situations they were in to get their points across. To this end, here are
a few sample questions.

1) How did you get into project management?

2) 1If you had to rate the job of project manager on a scale of 1-10, with 10 being the
highest, how would you rate it?

3) Briefly explain the reason for your rating. What do you enjoy most and what do you
like least about being a project manager?
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4)

7)

8)

9)

10)

Did you have any training or special talents or experiences that qualified you to be a
project manager? Are you certified or have you thought about becoming certified as a
PMP?

What do you feel is the most important thing you do as a project manager? On what
task do you spend the most time each day?

What are some of the opportunities and risks you have encountered on projects?
Please describe any notable successes and failures and what you have learned from
them.

What are some of the tools, software or otherwise, that you use, and what is your
opinion of those tools?

What are some steps a project manager can take to improve the effectiveness and
efficiency of a team? How does a new project manager gain the respect and loyalty of
team members? Can you share any examples of situations you faced related to this
topic?

What suggestions do you have for working with sponsors and senior managers? Can
you share any examples of situations you faced related to this topic?

Do you have any suggestions for future project managers, such as any specific
preparations they should make, skills they should learn, etc.?

Go to www.indeed.com, www.monster.com, or another job search site and search for jobs as a
"project manager" or “program manager” in three geographic regions of your choice.
Write a one- to two-page paper or prepare a short presentation summarizing what you
found.

As a team, discuss projects that you are currently working on or would like to work on
to benefit yourself, your employers, your family, or the broader community. Come up
with at least ten projects, and then determine if they could be grouped into programs.
Write a one- to two-page paper or prepare a short presentation summarizing your
results.

Review information about the exams required for earning PMP and CAPM
certification. Find and take several sample tests. Document your findings in a one- to
two-page paper or short presentation, citing your references.
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KEY TERMS

best practice — An optimal way recognized by industry to achieve a stated goal or objective.
ethics — A set of principles that guide our decision making based on personal values of what
is “right” and “wrong.”

leader — A person who focuses on long-term goals and big-picture objectives, while inspiring
people to reach those goals.

manager — A person who deals with the day-to-day details of meeting specific goals.
portfolio — A collection of projects and programs that are grouped together to facilitate
effective management to meet strategic business objectives.

program — A group of projects managed in a coordinated way to obtain benefits and control
not available from managing them individually.

program manager — A person who provides leadership and direction for the project
managers heading the projects within the program.

project — A temporary endeavor undertaken to create a unique product, service, or result.
project management — The application of knowledge, skills, tools, and techniques to project
activities to meet project requirements.

project management process groups — Initiating, planning, executing, monitoring and
controlling, and closing.

project manager — The person responsible for working with the project sponsor, the project
team, and the other people involved in a project to meet project goals.

Project Management Institute (PMI) — International professional society for project
managers.

project management knowledge areas — Project integration management, scope, time, cost,
quality, human resource, communications, risk, and procurement management.

Project Management Professional (PMP) — Certification provided by PMI that requires
documenting project experience, agreeing to follow the PMI code of ethics, and passing a
comprehensive exam.

project management tools and techniques — Methods available to assist project managers and
their teams; some popular tools in the time management knowledge area include Gantt chatts,
network diagrams, critical path analysis, and project management software.

project portfolio management — The grouping and managing of projects and programs as a
portfolio of investments.

project sponsor — The person who provides the direction and funding for a project.
stakeholders — People involved in or affected by project activities.

triple constraint — Balancing scope, time, and cost goals.



Copyright 2015 Schwalbe Publishing  Chapter 1 — Introduction 36

END NOTES

'Project Management Institute, Project Management Salary Survey, Eighth Edition (2013).
*National Association of Colleges and Employers, “The Job Outlook for the Class of 2014,”
(2013).

’Project Management Institute, “Pulse of the Profession®: The High Cost of Low
Performance,” (2014).

*Standish Group, “The CHAOS Report” (wwmw.standishgronp.com) (1995).

*PriceWaterhouseCoopers, “Boosting Business Performance through Programme and Project
Management” (June 2004).

®Project Management Institute, Inc., A Guide to the Project Management Body of Knowledge
(PMBOK® Guide), Fifth Edition (2013).

71bid, p. 6.

’Claude Besner and Brian Hobbs, “The Perceived Value and Potential Contribution of Project
Management Practices to Project Success,” PMI Research Conference Proceedings (July 2000).

’Standish Group, “CHAOS Manifesto 2011,” Press Release (March 3, 2011).

"Standish Group, “CHAOS Manifesto 2013: Think Big, Act Small,” (2013).

Project Management Institute, Inc., .4 Guide to the Project Management Body of Knowledge
(PMBOK® Guide), Fifth Edition (2013).

“Burke, Fric, “Project Portfolio Management,” PMI Houston Chapter Meeting (July 10, 2002).

BJennifer Krahn, “Effective Project Leadership: A Combination of Project Manager Skills and
Competencies in Context,” PMI Research Conference Proceedings (July 2006).

14Ultimate Business Library, Best Practice: Ideas and Insights from the World’s Foremost Business
Thinkers New York: Perseus 2003), p. 1.

B5Ibid., p. 8.

"“The Project Management Institute, “PMI Today” (February 2015).

"Vanessa Wong, “PMI On Specialization and Globalization,” Projects@Work (June 23, 2008).
""The Project Management Institute, “PMP Credential Handbook,” (August 31, 2011).

"The Project Management Institute, “Project Management Talent Gap Report,” (March 2013).

“Rachel Bertsche, “How to Break Into Project Management—and Succeed,” PM Network
(March 2015).

*'Kevin Allen, “Paving Paths,” PM Network (October 2013).



