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At the heart of the presentation was a message that some of you will probably have heard or
read from me before—that the PMO is a business function that exists to improve business
performance through projects.
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That means it needs to be given a formal mandate—a purpose—and have goals and objectives
set by leadership that it must execute against. An increasing number of organizations are
recognizing that fact and are beginning to treat PMOs like the business departments. They are
setting them annual objectives and establishing a clear purpose for the continued investment in
the function.
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However, there are still a lot of PMOs that lack such a clear mandate. These are the PMOs that
have been created without a defined purpose, or simply with the vague notion that they will
“improve project management,” whatever that means. One of the leaders of such a PMO came
up to me after my presentation looking for guidance. He wanted to ensure his team was focused
on areas that added value to the organization, but he was getting nothing in the way of direction
from his leadership team. They seemed unsure of what they wanted him to do. He asked me
how he could make sure he was focused on the right things in the absence of that leadership
direction.
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The easy answer is to tell him to push back on leadership and not try to decide the priorities for
himself. In all honesty, that’s probably the “right” answer—many executives who are unable to
communicate the priorities they want the PMO to have are more than happy to criticize if the
priorities chosen by the PMO are not ones they themselves consider important.
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However, easy answers (or even right answers) don’t help the PMO leader and his staff to feel
as though they are contributing to the organization’s success. So here is the advice | gave him,
and the advice | would recommend for any of you faced with the same dilemma. Please view this
as a temporary measure—the permanent solution is still to get a clearly defined mandate, but
this might help provide the clarity leaders need to establish that mandate...
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Understand and determine value
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Even in the absence of a clear set of objectives, there are some basic assumptions the PMO
leader can make about where it needs to focus. Clearly, it is focused on project execution work,
and it should be looking for ways to improve business performance through enhancements to
how those projects are delivered.
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“Improve business performance” is a rather broad term, but there are a number of ways that
improvement can happen—reducing risks, lowering the average time to delivery, increasing
quality, ensuring project outputs are better aligned with organizational goals, etc. The key is to
find a way to determine the relative value of each of those elements and then deliver on those
options that offer the best return.
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Determining value is the harder of those two pieces, and it starts by separating business value
from project value. Historically, the idea of improving project delivery translated into improving
performance against the triple constraint—delivering more of the planned features closer to the
established completion date with less variance from the budget.
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Those are potentially important measures of success, but they are project-value driven, not
necessarily business-value driven. In other words, improvements in those metrics will result in
what is generally regarded as a better project, but they may not translate into a better overall
business performance—and that's what matters. To help PMO leaders stay focused on those
business-value metrics, they need to ask themselves a simple question: “So what?”
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Here’s an example of what | mean. Suppose a PMO helps project teams to improve the
percentage of scope that is included in their projects—fewer dropped features. By closer
monitoring of the pace of work completion, more aggressive management of variances and
better planning, there are fewer projects that have to drop features to stay on budget and
schedule.
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So what? Is that likely to actually help the business? Probably not. In all likelihood, the features
dropped will have been minor, nice-to-have elements that don’t make a material difference to
how many people buy the product, how it performs, etc. So, a lot of effort has gone into
improving a project metric in a material way, but the business is no better off (or at least, only
very slightly better off).
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The “So what?” question helps PMO leaders to stay focused on improvements that actually make
a difference to the business and therefore create value—a return on the investment being made
in the PMO. However, knowing that a change is making a difference is only the first step; there
also has to be an attempt to quantify that benefit, or at least categorize it on a scale of significant
to minor.
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To do that, the PMO leader needs to understand how projects impact the business. This is where
we really start to get onto thin ice without direction from leadership—the PMO leader, no matter



how skilled, should not be the individual who determines that one particular improvement is more
important than another.
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To minimize the risk, the PMO leader must complete the following steps in determining where to
focus their efforts at delivering business value:
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e Understand the current situation. What are the challenges within project execution
that are currently problematic? Where is there inconsistency of performance? Where
are there common issues? This must always be in the context of business
performance—that’s “So what?” question. The key’s being to understand the business
elements that are suffering most from the way projects are currently being delivered.
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e Understand the ability to change things. The best improvements are the ones that
combine a meaningful increase in value with a relatively straightforward approach to
implementing the improvement. While there are unlikely to be many “easy” changes
(because they would have been done already), there will be some improvements that
are more time consuming, more expensive and/or less likely to succeed. Those
should be avoided unless the benefits are significantly better than any other change;
the difficulties will impact the chances of being able to deliver business value.
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e Understand the business priorities. While the PMO may not have a mandate, the
organization will have areas it is focusing on. The PMO should seek to align its focus
areas with those priorities. At the simplest level, if the organization is focused on
expansion and growth rather than cost reduction, then the PMO should prioritize
improvements that support that growth rather than just trying to cut costs.
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e Understand current skills. This ties into the ability to change things, but this time the
PMO is looking internally. If there is a formal mandate to implement a change that the
PMO is currently incapable of delivering, then it is reasonable to assume that funds
will be made available to hire or bring in consultants. In the absence of the formal
mandate, the PMO leader must focus on the things that can be achieved with current
staffing levels and skill sets.
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After these elements are considered, the PMO leader can develop what is effectively a business
case outlining the one to three items that are going to be prioritized for action in the current
reporting period. That business case won’t be submitted for formal approval, but it serves to
document what is being done and why—so if those same leaders who were unable to provide
their own priorities criticize the PMO leaders’ choice, he or she can present an explanation of the
decision-making process.
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The business case must also include a description of how benefits will be measured or
determined—that is unlikely to be a purely objective financial measure, but can still be derived
from improvements in project metrics that are tied to business value (time to market, lower costs,
etc.). The specifics will vary depending on individual situations.
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A word of caution IEE DS

By way of conclusion here, | want to go back to what | said at the start. The right approach is to
have leadership define the PMO’s purpose and set the goals and objectives that it must deliver
against. That's the way every other business function operates, and the PMO should be no
different. As a result, this approach I've described here should only be seen as an interim step
that gets the PMO through the current reporting period where such a mandate and business
purpose is missing.
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The danger is that leadership will see that the PMO has set its own priorities and will see that as
a reason to continue avoiding the creation of a formal annual PMO planning approach. There’s
only one way that ends—sooner or later, someone in the leadership team disagrees with the
PMO leader’s determination of priorities, and that isn’t a good thing for PMO leaders.
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