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Abstract

For an organization to create optimal value fragmntvestment in projects there must be a clear link
between the outputs created by the projects andbtherements of the organization’s business
strategy. This means that organizations that hateuature in place for aligning the project
deliverables with their organizational goals wil better placed to realize their investment inguts,
and achieve the value defined by their businessegfies. This paper examines existing research,
ideas and concepts of project governance and eisegroject management, and offers a framework
to build on current theory development and practi®gnthesizing existing literature of project/
programme management, governance and portfolio geament, this paper proposes four key
elements to improve the performance of projectstemte create value for organizations. These four
elements are:

1) Portfolio management: focused on selecting the pgbjects and programmes to support the
organization’s strategy, and terminating ones tioabnger contribute to the business success
of the organization;

2) Project sponsorship: providing the direct link be¢mn the executive and the project or
programme manager, focused on the whole projemidie;

3) Project Management Office (PMO): providing oversighd strategic reporting capabilities;

4) Projects and programme support: the effective stgmd management of projects and
programmes is the measure of an effective govemaystem.

The purpose of the framework described in this pap® provide guidance to organizations in the
development of effective project governance toroje the management of projects.

Keywords:project governance, multi projects environmemgtsgic alignment, enterprise project management,
business value

1. Introduction

There is a significant growth in the adoption adjpct management disciplines to accomplish work in
different sectors and industries (Winter and Szaneg, 2008). Economic pressure to reduce time to
market means that projects rarely operate in igolatithin an organization and are usually delidere
to satisfy broader strategic priorities (Office@dvernment Commerce, 2007b, 2009). This pressure
has driven an increase in the number of projeatiedaken simultaneously within organizations, and
consequently the complexity of managing their idégrendencies and multiple implementations
(Platje et al., 1994a; Turner and Speiser, 1992¢. Management of multiple projects — including
programme management and portfolio managemeniewshe dominant model in many
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organizations for strategy implementation, busiremssformation, continuous improvement and new
product development (Winter et al., 2006). As the af multi projects grow, the value created by
these projects is subjected to more scrutiny. kample, Marnewick and Labuschagne (2008),
through action research, found that many projeetsat completed within the defined time and
budget and do not deliver the expected benefitliamrganization. This appears to be largely due to
the fact that projects are disconnected, managsiioas or not aligned or governed as one seamless
portfolio (Knodel, 2004). As a result, the managetiigerature has recognized the importance of
structured, disciplined management of multiple @etg, advocating that, to create value for their
organizations, projects are aligned with corposatategy as part of the approval and initiating
processes (e.g. see Aubry et al., 2007; Mesken#gahQ; Milosevic and Srivannaboon, 2006;
Shenhar, 2004)

Value and value creation are the central elemdritsginess strategy and the success of organization
depends on the extent to which they create fooousts what is of value to them (Mittal and Sheth,
2001; Payne and Holt, 2001). The value of a projefetrs to the explicit and implicit functions
created by the project, which can satisfy the ekpdind implicit needs of stakeholders (Zhai et al.
2009). The concept of creating value starts wighgtocesses needed to encourage innovation and
assess the viability of ideas, through to the mamamt of the implementation of the related
organizational change. Weaver (2012) argues tleat thre two interlinked systems within the
concept of value creation in the context of manggiroject$. The first element focuses on the
development of an idea and the flow of innovatimndlue realization via projects. The second key
element is the management processes needed tovefigmanage the organization’s project
management infrastructure.

Significant research has been conducted on hovegsoand programmes can contribute to the value
creation process (e.g. see Eskerod and Riis, 2@@%ler and Cohen, 2009; Thomas and Mullaly,
2007; Winter and Szczepanek, 2008; Zhai et al.9p0@owever, there is much less research to help
general management deal with managing project neameit within the enterprise. Business utilizes
project management disciplines and practices teweltstrategic goals and hence create value for
their organizations. However, project processesaténdependent entities. The success or failtire o
projects is not entirely within the control of theoject manager and project team. Lack of support,
conflicting objectives and other contextual issimethe domain of senior and executive management
can influence the progress and outcomes of projegatively. A key theme in the research is the
lack of governanégCrawford et al., 2008; Sargeant, 2010). Sandef@0h2) identifies the main
performance problems as a result of misalignechdetdeveloped governance mechanisms, meaning
that project actors are unable to provide a suffitty flexible and robust response to the inevéabl
turbulence of the project or organizational envingmt.

Projects lacking effective senior management supaomot deliver the expected business benefits to
an organization. Institutional arrangements antesys are needed to facilitate interfaces between
executive management and project teams. Such amaergs will enhance the value created for the
organization by ensuring the strategic alignmentsoprojects, decentralization of decision-making
powers, rapid resources allocation and participatioexternal stakeholders (Muller, 2009). The
challenge for organizations is therefore, to rederibe internal management of projects with the
governance structure so that the management girthects is aligned with organizational strategic
objectives.

! See WP1084 Governance Systems & Management Systems
http://www.mosaicprojects.com.au/WhitePapers/WP1084 Governance Systems.pdf

% Governance is the system by which organisations are directed and controlled (a full definition is
included later in this paper).
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This paper explores, in relation to current develept and practice, the notions of project goveraanc
and ‘enterprise project management, i.e. the ‘mamagt of project management’ and how together,
these functions can create enhanced value for maj#ons. The questions this paper addresses are
these: Is there a difference between governancenandgement? And; if there is a difference, what
are the salient functions and responsibilities gb@ernance system compared to a management?

To achieve these objectives the paper begins withrature review to examine current research and
directions on governance, and governance in mufepts environments. The purpose of this section
is to attempt to identify current research and them the relationship between governance and
management. From the literature definitions willdxamined, reviewed and even constructed, and
gaps in the literature explored. The next sectimppses a conceptual framework for project
governance, containing four key elements of managestructure, and based on the premise that
without the effective support of the organizatiogts/ernance and management systems project
governance and management cannot operate effgctiinblly, the paper concludes with a
recommendation for application of the frameworlpractice and suggestions for further research.

2. Literature Review
2.1 Concept of Governance

The word governance is associated with wordsdieernment, governingndcontrol (Klakegg et

al., 2008). In the context of organization, goveiceprovides a framework for ethical decision-
making and managerial action within an organizatiwt is based on transparency, accountability,
and defined roles (Muller, 2009). In the literatbah practical and academic, governance is a term
that carries different meanings.

There are two schools of thought about governa@oe.body of literature postulates that different
types of governance are needed in different suts-whian organization. Some of these different sype
of governance include papers: on IT governancerislaick and Labuschagne, 2011; Martin and
Gregor, 2006; Sharma et al., 2009; Willson andarg]12012); on knowledge governance: (Ghosh et
al., 2012; Pemsel and Miiller, 2012); on networkegoance: (Klijn, 2008; Sgrensen, 2002); on public
governance: (Du and Yin, 2010; Klakegg et al., 2008liams et al., 2010); and on project
governance: (Abednego and Ogunlana, 2006; Milldrtdobbs, 2005; Winch, 2001). These views of
governance appear to have been developed by ITgee)groject managers, officials within
government departments, and academics who workigixely within these disciplines. Their view is
that governance is a function of management oreatiyy responsible for making decisions and/or
overseeing (controlling) the work of the organiaator its projects. Each governance practice
operates independently from the other and theame iategrated of theory of practice.

The second school of thought has been developeddayizations such as the OECD (OECD, 2004),
various Institutes of Directors (e.g. Australiastltute of Company Directors, 2010; Institute of
Directors Southern Africa, 2009) and the agen@spansible for governing stock exchanges. In this
model governance is a single process with diffefacets (see Figure 1). Figure 1 is developed from
several sources (see Appendix 1). The ‘petals’esgt the various functions of governing the
organization under five main themes: governingti@iships, governing change, governing the
organization’s people, financial governance, vigbdnd sustainability. Other aspects of governance
such as the performance of the ‘Board’ and of iigial directors have been omitted from this
discussion in the interests of clarity.

The center of Figure 1 highlights the core values well-governed organization that includes its
vision, values and ethics, commitment to corposatdal responsibility (CSR) and the way the
‘board’ governs itself. These values are not alisadnd should be the exclusive responsibility ef th
‘governing board’ or its equivalent. Radiating naim the center, each petal focuses on an area of
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governance requiring particular skills or knowledgew governance is applied in each of these areas
is a function of the core principles augmented figcific capabilities, knowledge and skills. For
example, financial governance to the standard ezgdry the OECD (2004) is not possible without

an appreciation of financial artifacts such as hatasheets. However, the petals do not operate in
isolation; a governance failure in any ‘petal’ witipact other areas and the organization as a whole
For example, governance and management failutb®eiarea dealing with the organization’s staff,
such as unfair dismissal or discrimination, caul lealitigation affecting the organization’s replita

and market value.
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Fig. 1. Petal diagram of governance.

The model in Figure 1 is designed to highlight boftthese factors, governing any part of the overal
structure of an organization requires specialisissknd knowledge whilst at the same time every
aspect of the organization is linked and any faiiarany specialist area will affect other areas the
organization as a whole. The art of governance develop systems that can simultaneously provide
the specialist skills and knowledge needed by eaplect of the organization whilst remaining an
integrated part of the overall governance structlines model of governance is supported by the
approaches taken by various governnieintéegislating liability for corporate and govenu

failures. Through such legislation, Directors ofpmmrations are made personally responsible for
governance and management failures of the areaghioh they have accountability and
responsibility.

3 Examples include the Sarbanes-Oxley Act (SOX) legislation in the USA, CLERP9 and industrial
manslaughter laws in Australia and EU directives.
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The rise to prominence of the idea of governaneestrom difficulties of hierarchical coordination
by organizations or the state (Miller and Lessaff)0). According to Klakegg et al (2008), it is
therefore important that governance should covdeatls of organization flowing from the board
level to management responsible for execution, dimathe project level. Accountability for the
overall governance system is vested in the ‘boaedponsibility for implementing defined aspects of
the governance system is delegated to the apptepnanagement levels together with the necessary
authority to undertake the work. The delegation@porate governance is supported by previous
research which has identified that organizationd te replicate and reapply their high level
corporate governance arrangements and procesdessional or smaller business unit activities
thereby lowering the corporate integration and dim@tion costs (Blau and Schoenherr, 1971;
Galbraith, 1967; Lawrence and Lorsch, 1969).

The purpose of, and necessity for, good governenite creation and maintenance of sustainable
value for the organization and its stakeholdensAS8rian Cadbury and his committee in producing
the Cadbury Report (1992 p.14) has summarizedib@zission in their definition of corporate
governance:

“Corporate governance is the system by which corepaare directed and controlled.
Boards of directors are responsible for the govewea of their companies. The
shareholders’ role in governance is to appoint thiectors and the auditors and to satisfy
themselves that an appropriate governance strudsiia place. The responsibilities of the
board include setting the company’s strategic aipneyiding the leadership to put them into
effect, supervising the management of the busiaedseporting to shareholders on their
stewardship”

This is reinforced by OECD (2004):

Corporate governance involves a set of relationshiptween a company’s management, its
board, its shareholders and other stakeholders.pBmate governance also provides the
structure through which the objectives of the comypare set, and the means of attaining
those objectives and monitoring performance aremeined. Good corporate governance
should provide proper incentives for the board andnagement to pursue objectives that
are in the interests of the company and its shddste and should facilitate effective
monitoring.

The difference between management and governaghbdfited by the above definitions is quite
clear. The governance system defines the structisexs$ by the organization, allocates rights and
responsibilities within those structures and resgigissurance that management is operating
effectively and properly within the defined strugs. The role of management is to manage the
organization within the framework defined by thevgmance system; this applies particularly to the
governance and management of projects.

2.2 Governance in multi projects context

In the quest to create value, organizations maksidas through altering strategic direction,
developing new products, enhancing capacity ooducing new technology that will improve the
efficiency and competitive position (Dooley et 2005). Project management techniques have
frequently been applied to the tasks of plannindjiamplementing necessary operational changes
(Turner and Muller, 2003).

Before continuing with this section it is necesdarprovide some definitions of ‘project’,
‘programme’, ‘portfolio’ and ‘value’ as a consistdrasis of the discussion. A project is ‘a tempgprar
endeavor undertaken to create a unique produdtssrer result’ (PMI, 2013). Project management
is the application of knowledge, skills, tools, aadhniques to project activities to meet the @ije
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requirements (PMI, 2013 p.4). Programme has befémedieby the Association of Project
Management (APM) as a group of related projectstdgether achieve a beneficial change of a
strategic nature for an organization (APM, 2006p.The definition of portfolio also reflects this
notion of change as the totality of an organizdsiagmvestment in the changes required to achieve it
strategic objectives OGC (Office of Government Caree, 2007a). All three levels of specialized
management - project, programme and portfolio -lmoonsidered through application of these
definitions to be mechanisms for implementing clesnigp meet the organization’s strategic goals and
realize value.

Value itself is a less tangible concept as showfignre 2 and has a wider interpretation. Value is
achieved when the project’s output (product, seraicresult) is used by the organization to geeerat
the intended outcomes, and the outcomes enabtedlization of a range of expected and other
benefits (Jenner, 2012 p.17). Then, if the tangalblg intangible benefits exceed the input costs
associated with both the project and the orgamimatichange initiative and the final organizational
outcomes support the overall strategy, deliverinategic or tactical advantage to the organization
to helping the bottom line, ‘value’ has been create

The Value Chain

Selection Benefits » Input Costs = Value

Project

Used by
Organisation

Strategic

Alignment Benefits

Cutputs Cutcomes

Project Management

: Organisational Management Domain
Domain g g

Fig. 2. The value chain.

The authors suggest that Project, Program anddior(PPP) governance (sometimes called ‘project
governance’ for convenience) is the sub-set of@@te governance under the ‘change’ petal as
illustrated in Figure 1. The focus is on assistangy ensuring, that the projects and programs
undertaken to effect change deliver the maximumes# the organization. In this context, ‘project
governance’ is a subset of corporate governancen@tack and Labuschagne, 2011) where it
focuses on areas of corporate governance thag telgrogramme and project activities (APM, 2011,
Crawford et al., 2008; Turner, 2006; Williams et 2010).

Project governance has only recently become anrianpiaissue in the project management
community and literature (Miller and Hobbs, 20@B)blications discussing governance in the project
contexts can be classified into two main groupsstlyi research and publication in the field of
project governance that focused mainly on publatageand large projects (e.g. see Crawford and
Helm, 2009; Du and Yin, 2010; Klakegg et al., 208jer and Hobbs, 2005; Williams et al., 2010).
Among these publications, many consider projeceguoance for large multi-firm projects as contract

* For more on benefits and value see: WP1023 Benefits and Value :
http://www.mosaicprojects.com.au/WhitePapers/WP1023 Benefits and Value.pdf
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organizations (Miller and Hobbs, 2005; Sanders@i22 Turner and Keegan, 2001; Winch, 2001).
Others view project governance as a nexus of égatvolving several actors interconnected via
inter-organizational relationships and network ¢@let al., 2002; Henisz et al., 2012; Klijn, 2008;
Reve and Levitt, 1984; Ruuska et al., 2011; Tuamat Simister, 2001; Winch, 2006). The second
group examines governance models linking diffepeatect related levels (e.g. project management,
program management and portfolio management) wéhiorganization (Dooley et al., 2005; Elonen
and Artto, 2003; Muller, 2009). This managemeniieavork is frequently being described as either
‘enterprise’ or ‘strategic’ project management. Bloecently, several standards and guides have been
developed to further address the project governaragiels in enterprise project management. These
standards (see Appendix 2) were issued by orgammzasuch as the Deutsches Institut fiir Normung
(DIN), the UK Office of Government Commerce, th@ject Management Institute and the
Association of Project Management.

Despite the emerging research and increase ingatioins in the area of project governance relaied t
enterprise project management, the approach tegirgpvernance adopted to date emphasizes the
development of good governance structure and pseseslowever, governance structures and
processes are merely the mechanisms needed to@gued governance; they do not represent good
governance (Knodel, 2004; Peterson et al., 200@hck current project governance model has a
couple of shortcoming that can results in creatifigndamental conflict of interest.

Firstly, there is a conflict between roles of mangghe portfolio effectively and supporting prdjgc
to meet their objectives. There is an argumenttti@main goal of project governance is the creatio
of accountability frameworks (Knodel, 2004; Rosd &veill, 2002). However, creating more
visibility and accountability usually increasesrfead resistance for everyone and thus in practice
accountability is a cause for frustration for maaragand frequently generates confusion within
organizations (Keyes-Pearce, 2002; Knodel, 2004)example of this conflict of interest is the
incompatibility between the role of portfolio mamagent that involves selecting and rejecting
projects to meet the requirements of the orgaminatistrategic plan and the conflicting role of
nurturing and supporting the same projects to thedp teams deliver benefits to the organizatiod an
other stakeholders. There is a need to have adidiaeation between these two important functions:
the same entity cannot have the accountabilityatwel unsuccessful projects and at the same time
provide support to the project to help it achiegeobjectives.

Secondly, the concept that ‘project governancsbisiehow special and a function of middle level
manager can also result in conflict of interesisThreat comes from middle management’s generally
held misconception that governance is focused empdocess and control. Peterson et al. (2002)
argued that a focus on tools and frameworks idficggnt to guarantee effective project governance.
For example, many organizations appoint a projestsor or Project Control Board (PCB) as a
‘governance’ agent and the focus will be on engutiire project manager follows ‘due process’. The
limitation of this approach is the risk that, ifgldue process is followed, the sponsor or PCB may
consider that all ‘governance’ responsibilities éiddeen met — and that someone else — typically the
project manager — has the responsibility to enthakthe project meets its objectives. The conflict
occurs when the same people have an organizatiesabnsibility for ensuring the achievement of
the stated outcomes and a responsibility for oighting the same processes. In such circumstances,
it will be difficult for this management group tcamtain a balanced perspective in their decision-
making.

The limitations discussed above indicate the nedthve clear delineation of roles and relationship
between governance and management. Good projeetrgonce for the enterprise project
management is, therefore, a system of approprieeks and balances that enables transparency,
accountability and defined roles (Muller, 2009) lstit the same time supporting the efforts of
project and program managers in delivering thedjgmt in support of organizational objectives.
Having defined the limitations of current thinkirigs now necessary to define the type of
relationship between governance and managemergithances the strategic, operational and tactical
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activities and decisions of all those in the actabitity framework for governance in all its var®ou
guises.

2.3 The relationship between Governance and Managem  ent

Both governance and management are hierarchahsystiee people at the top of the system delegate
authority and responsibility for defined actiong&ople lower in the hierarchy and use surveillance
and assurance processes to ensure these delegatidreing exercised properly. Therefore, the
concept of delegation is a key principle in manggjovernance and can be summed up in the legal
doctrine ‘delegatus non potest delegare’... unlepsamsly authorized a delegate cannot delegate to
someone else, and the delegation of responsitiigs not transfer accountability (Law and Martin,
2009). Accountability for the governance of theasrigation, the design of the governance system
and the monitoring of the performance of the mamaye system remain with the board of the host
organization. This means a key part of the goverbimard’s responsibility is to ensure the right
people are employed in the organization’s managéestarcture so that appropriate delegations of
authority can be made to competent managers. dhs&uring the managers develop an effective
system of management that meets the governance oé#ee organization.

If the organization is focused on developing angl@menting systems to ensure that the ‘right’
projects and programmes are selected and fundsekms logical that these selected ‘few’ would be
accomplished more efficiently (APM, 2011). Achieyithis goal involves setting the ‘right

objectives’, and asking the ‘right questions’ teeme that the governing board is confident the
organization’s management is making the best uieeafesources assigned to undertake projects and
programs. The ‘questions’ as defined directing Change: A guide to governance of project
managemenby APM (2011) will be a strong basis for the govieg board to assure themselves that
the management structures are capable, effecttvéd@mest. The ‘questions’ also serve to ensure that
resources deployed by management generate supptneflong, medium and short-term objectives
defined in the organization’s strategy. Managenserttle in this context is to understand the Board'’s
strategy and objectives and develop systems thataable of offering effective ‘answers’ to both
sets of questions as well as providing advice asdmmendations for improvements.

Governance is not management, and the functions meuseparatédLetza, Sun, and Kirkbride,

2004; Shleifer and Vishny, 1997) The IT Governaimstitute (ITGI) reiterates a need to have a clear
separation of managerial powers where the Boambszonsible for setting strategic objectives and
executive managers are responsible for establigienfiprmance measures (Guldentops et al., 2001).
From this background of research, papers and diesctrom institutes and professional bodies, the
authors propose the relationship between governanganizational management and project
management as a series of nested systems, descridbetail in Figure 3 below.

® The “five functions of management’ were defined by Henri Fayol in 1916, see
WP1094 The Functions of Management :
http://www.mosaicprojects.com.au/WhitePapers/WP1094 Defining_Management.pdf

The ‘six functions of governance’ have been proposed by Dr. Lynda Bourne see
WP1096 The Functions of Governance
http://www.mosaicprojects.com.au/WhitePapers/WP1096 Six_Functions_Governance.pdf
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Fig. 3. Nested governance and management systems.

The degree of involvement in the creation of eardtesn and system decision-making generally
reduces at lower levels of management (represdaytéiae reducing width of the exposed horizontal
colored band at lower levels), however each ofdler systems is a part of the higher systems and
managers operating in the lower level systemseaqairred to conform to the objectives and
requirements of each higher system. The Govern@ysem is responsible for setting strategy and
ensuring resources are used effectively. Succdusaigly reliant on the organization’s management
system: the Board may have some involvement immtn@agement processes, such as approving very
large projects. The Management System managestine erganization within the governance
framework. Executive management is responsibler@ating an organization capable of achieving
the objectives defined by the governance systehey Blso have responsibility for providing
assurances to the governance system that resairaksypes are being effectively and ethically
used. Middle and front line managers are respansislimplementing the work.

The Project Delivery System is a sub-set of thealyemanagement system. This specialized area of
‘enterprise project management’ is responsiblefioaspects of the ‘management of project
management’ and the organization’s capability tivdeprojects successfufiyncluding the portfolio
management sub-system and the organizational clsatgsystem. A core component of the Project
Delivery System is the individual Project Managetr@ystems (and Program Management Systems),
where each of the individual systems are respan$ibicreating the ‘deliverables’ the project or
programme was initiated to ‘deliver’, thus enablihg organization’s management to make effective
use of, and generate value as it has been definegich instance.

® For more on project delivery capabilities (PDC) see WP1079 The Strategic Management of Projects
http://www.mosaicprojects.com.au/WhitePapers/WP1079 PDC.pdf

http://www.mosaicprojects.com.au/PM-Knowledge Index.html#OrgGovl 9




International Journal of Project Management (2014)
Volume 32, Issue 8, November 2014, Pages 1382-1394.
http://www.sciencedirect.com/science/article/pii/S026378631300094X

The hypothesis described by Figure 3 suggestsathabd project governance system provides
direction to, and needs support from the managesysteém. In turn, the management system
provides support to, and needs deliverables fraptbject delivery system. More research is needed
to support this hypothesis and there are signifigaps in the literature related to governance in
managing multi-projects, particularly in definingdaproviding support for processes to translate
governance from corporate level down to the prdmatl. The conceptual framework needed to
allow an organization to manage the nested systesribed above, and in particular to deal with the
challenges of simultaneously managing multiplevitilial project and programme systems (each
with their own unique set of objectives) is disadsbelow.

3.0 Conceptual Framework

To manage multiple projects successfully the ogtion needs to maintain control over a varied
range of specialist projects, balance often cdirfiicrequirements with limited resources, and
coordinate the project portfolio to ensure optimanganizational outcome is achieved (Dooley et al.
(2005). Many researchers (Elonen and Artto, 20CG8jePet al., 1994b; Turner and Speiser, 1992)
have investigated the management of multiple ptgjand found that projects have interfaces with
other projects and day-to-day operations, shammgneon deliverables, resources, information or
technology across those interfaces. This will rexithe managers of these projects to negotiate
priority of resources on an almost daily basis witier projects and day-to-day operations,
particularly because these projects will usuallivee related objectives, contributing to the ovkra
development objectives of the parent organization.

The above discussion suggests that project goveerniara multi-project environment has two key
functions. The first function is a decision abotiiet projects the organization should approve, fund
and support. These governance decisions are timemgnicated to management for implementation.
The primary outputs from this part of the projesvgrnance system are: specifications about the
rights and responsibilities of participants in fhiejects (stakeholders); definitions of (and agrem
for) rules and procedures for making decisionsptigyment of the strategic framework for selection
of the ‘right’ projects and programmes to undertakacluding a clear understanding of what ‘right’
means for every organization; and finally mechasi$on the efficient and effective use of resources.

The second function of the project governance systehe oversight and assurance. These functions
include: agreeing the current strategic plan (inj@oction with executive management) and how the
projects approved within that strategy contribotéhe organization strategic objectives; modifioati

of the strategic plan in response to changing mistances; monitoring performance of the projects
within the strategic plan and the stewardship (tiffe management) of resources applied to these
projects; communication of these assurances apptemxternal stakeholders, the organization’s
owners, and the wider stakeholder community (inclgdegulatory authorities).

It is clear that the project governance system coperate without the effective support of the
organization’s management system. In this contegtrole of management is the mirror image of
governance. The primary role of management is tkendi@cisions within the framework set by the
governing body to achieve the objectives, alsigdhe governing body. The primary output from
management is information and instructions thatghawe communicated to others - to the workers
informing them of the requirements for productiowl & the governing body to assure it that thetrigh
decisions have been made and the right thingseang produced in the right ways.

Managing multiple projects effectively through arfrework as described in Figure 4 not only
provides a mechanism for evaluating prospectivgepts but also for their continuous review in the
context if their suitability to the current enviment and relative to other projects in the portfoli
This process ensures that the organization’s pirtfepresents the correct (and strategic) mix and
type of projects at any time (Dooley et al., 2005).
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The shaded boxes in Figure 4 illustrate four kegrielated elements to support effective governance
of projects and programs. The elements are Parthdéinagement; Project Sponsors; Strategic PMO
and Effective Projects and Programs Managementfdlleaving sub-sections will discuss each of
these four elements.

3.1 Portfolio Management

Portfolio managemehhas been defined as the governance structureeatitipminimize the overall
costs of converting ‘input’ to ‘output’ through peats (Blomquist and Muller, 2006). Portfolio
management focuses on selecting the right proggxgprogrammes to maintain or start, and which to
defer or cancel (Levine and Wideman, 2005) in otdeminimize the transaction costs, which are the
sum of all costs for implementing and governinggets (Williamson, 1985). Elonen and Artto

(2003) identified five major types of problems thatild occur in project portfolio management:

(1) Projects overlapping both within one portfolio dretween portfolios;
(2) Results of the projects are not integrated intd exdber;

(3) Decisions made about projects often didn’'t corrsédailable resources, the priority of the
project, or whether a project should be disconthadthough new projects are continually added
to the list of active projects;

(4) Roles and the responsibilities of decision make¥sewnot clear or fully understood,

’ For more on portfolio management see:
http://www.mosaicprojects.com.au/WhitePapers/WP1017_Portfolios.pdf
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(5) Feedback from the portfolio level to the projeatdieis often missing or minimal; and finally,
(6) A reluctance to stop projects even when it is tyetarthe advantage of the organization to do so.

From this research effective project governanceesys or frameworks have mechanisms in place to
achieve longer-term strategies whilst maintainingent operations (Elonen and Artto, 2003). The
mechanisms include terminating projects that ngéorcontribute to the organization’s strategic plan
and reallocation of resources to activities timtontribute to the strategic plan (Cooper et &IQ®
Meskendahl, 2010). Portfolio management thus supploe organization’s governance process by
ensuring selected projects are aligned with angatiphe organization’s strategy (Artto et al., 200
Klakegg et al., 2008; Muller, 2009; Unger et aD12a)

Project Portfolio Management can support the ol/gmlernance processes by balancing the
workload against the organization’s capability aagacity to undertake the work; ensuring an
appropriate mix of high risk high return projediattcreate the ‘future organization’ compared fe sa
or essential projects with a short payback peroduring the information needed to allow a proper
decision to be made is developed and that the degrencertainty (risk) involved in the assessments
is understood and is acceptable to the organizatien balanced against the anticipated benefits.

In addition, some governance processes may beatetétp the Portfolio Management team
including: developing processes to ensure dedsaoa in alignment with the organization’s strategy
and overall governance framework; providing fee#ltiache strategic decision makers and
governing body based on the ‘special knowledgeegghithrough effective portfolio management
activities; and determining the criteria and methtalbe used in the selection, oversight and
termination of projects and programs.

In summary, as part of the total governance systieenportfolio management functions consist of
gathering and validation of capability and resowreailability data; applying the policies, proceelsir
methods and criteria to make and implement effeaiecisions; and the continuous review and
‘learning’ associated with a continuous improvemamtosophy in the portfolio domain. Delivering
the selected projects becomes an accountabilityegproject sponsor.

3.2 Project Sponsors

Effective project management includes clearly dadinbjectives and goals, as well as agreement
between the client (organization) and project manag how they will achieve these goals and
objectives. It is important that the means of adhig these goals and objectives are aligned wigh th
organization, as this would impact the supportikecefrom the organization (Jang and Lee, 1998).
The success or failure of projects is, therefoepethdent on the top management support (Lechler
and Cohen, 2009; Unger et al., 2012b; Young andiainr2008). In a major study in the management
of large complex projects, Miller and Hobbs (208Bdwed that the capabilities of the project sponsor
has an important impact on project performancesueh, the project sponéas a critical link

between the executive and strategic levels of tharozation and the effective delivery of the bésef
the project/program was created to facilitate.

The view of projects as temporary organizational®@sthed within the framework of the permanent
organization (Lundin and Soderholm, 1995; Sahlidérson and Soderholm, 2002; Turner and
Muller, 2003; Young et al., 2012) highlights thésiile. Temporary organisations do not have existing

8 For more on the role of a sponsor see:
http://www.mosaicprojects.com.au/WhitePapers/WP1031 Project Sponsorship.pdf
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links into the overall organisational structuregleaonnection has to be created from ‘new’ and the
sponsor has a key role to play in this process.pEmmanent organization is required to conform to
corporate governance requirements through establishannels and structures but these cannot exist
for a new temporary organization. Therefore tos§atiorporate governance requirements,
management must ensure coordination between gowsrd the permanent and temporary
organizations (Crawford et al., 2008); and the gmbgponsor is a key link in management systems
that support good governance.

A project sponsor represents the client and adfsamnterest of the commissioning (client)
organization in the day to day management of tbgept (Hall et al., 2003). The sponsor is
responsible for activities that span the wholehefproject life cycle: defining business requiretaen
establishing a project strategy with prioritiesresing the project definition including objectives,
defining project success criteria, ongoing monitgrof the project’s business environment and of
benefit realization, taking delivery of a projettampletion (APM, 2006; Briner et al., 1999; Field
and Keller, 1998; Hall et al., 2003; Kliem and Ludi992; Morris, 1994; Turner, 2009). This means
the sponsor is accountable to higher-level managefoedirecting the project with a ‘cradle to
grave’ responsibility to ensure that the benebtstiie organization are realized. This includes
ensuring that the project always makes sound bssisense, approving key deliverables and making
decisions or recommendations at critical pointdh@project’s life as required in the project
management plan. However, the function can be sexfand challenging, in practice, to those
involved and to those interfacing with it (Sens&l2), so roles and responsibilities of project
sponsor need to be clearly delineated.

The project sponsor can support project governanteo broad perspectives. The first is an external
focus, concentrating on the project from the viewwpof the client (Bryde, 2008) in defining the
business benefits, monitoring the business enviemrand benefits realization. This is the act of
governing the project and requires that the prdjedboked at from the perspective of the parent
organization (Crawford et al., 2008). The second immore internal focus, provides the project
manager and the project team with support to fal@ir role effectively (Wright, 1997). The sponso
role in this instance is to act as providing tojmagement support and requires looking at the parent
organization from the perspective of the projegtpgut. Hence, the project sponsor role can be
described as bridging governance and support fume{{Crawford et al., 2008).

In summary, the governance processes that maylégadied to a project sponsor include firstly,
developing processes to ensure decisions areginnaéint with the organization’s strategy and overall
governance framework. Second, providing feedbacdkeastrategic decision makers and governing
body based on the ‘special knowledge’ gained thnaeffective sponsorship activities. Third,
determining the criteria and methods to be usebdrdirecting and supporting of the projects and
programs being sponsored.

The sponsor’'s management functions include the wbdpplying the policies, procedures and
methods to make and implement effective decisitivag,support the work of the project or program
and maximize the value achieved by the organizdtmm its investment.

3.3 Strategic Project Management Office

The emerging importance of the Project ManageméintePMO) is associated with the increasing
number and complexity of projects throughout thsifess world and the attempts at efficiency
through centralization of support and control @& grojects (Marsh, 2000). The responsibilitieshef t
PMO can range from providing project managemenpstgunctions to actually being responsible
for the direct management of a project (Aubry et2007). The contribution of the PMO is linked to
provision of internal consulting experience, proj@anagement knowledge, and application of a
clear set of project process performance standargsoject (and programme) work. With the
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growth of multi-project management environmentslitifuioject or strategic PMOs have emerged to
develop competence in project management, managke giroject performance and coordinate
multiple projects (Hurt and Thomas, 2009; Pellegitirand Garagna, 2009; Unger et al., 2012a).
Interest and scholarship in PMOs has intensifigth tfobbs and Aubry (2011) and Muller et al.
(2011) proposing typologies of PMOs. In generalyéeer, the understanding of PMOSs’ roles and the
impact of these roles on value contribution anéioe remains unclear (Unger et al., 20%2a)

Kerzner (2003) reviewed the roles and benefithefRMOs over several decades concluding that
expectations of PMOs has shifted towards multiggbmanagement, standardization of operations,
emphasis on organization; moving from the earbeus on silo decision making, providing
efficiencies through faster and more consisteneseto higher quality information, more realistic
prioritization of work, fewer meetings, and moré@ént and effective operations. Specifically,
Hobbs and Aubry (2010) emphasize the importanteeoPMOs monitoring and controlling of
project performance function.

PMOs have a critical governance support role taenthat accurate information is available to
executive management, thus maintaining visibilitg @ontrol on the performance and trends of the
projects and programmes for which they are resptsh successful PMO includes sufficient
discipline and rigor in their processes to achidnereporting accuracy needed; but at the same time
supports the level of development and innovatia #filows the organization to achieve its strategic
An effective PMO supports good project governancérbtly, ensuring the information in their
reports is useful, relevant, accurate and compéate;secondly providing interpretive and predictive
assessments to senior management to support tifielipananagement decision making process.

To summarize: governance functions of a strateil© focus on developing a structure that
balances the competing needs discussed above atrzbtiforms to the overall organizational
governance framework; management functions areméed with the work of gathering,
consolidating and disseminating information andicaslv

3.4 Effectiveness of project and program management

Projects and programmes are created to deliveshthiege needed to achieve the organization’s
strategic and tactical objectives. Management fioyget’ is fundamental to support, sustain and grow
the business (Rezania and Lingham, 2009). Theatiwig of project and programme managers is to
create the outputs and deliverables as efficiaaglpossible, while working ethically and in accord
with the organization’s practices and procedurésnén and Artto (2003) found that the major
problems in project activities were: improper impntation of the pre-project phase; infrequent
project progress monitoring; and excessively lepgtiojects that are difficult to plan realistically
detail. Atkinson et al. (2006 p.691) suggest, th®le raison d’etre of project management is to
remove (or substantially reduce) uncertainty alnoegting specified objectives.” Performance
problems are an almost inevitable result of theoizational complexity, ambiguity and conflict
facing projects on a day-to-day basis (Atkinsoalgt2006; Clegg et al., 2002; van Marrewijk et al.
2008).

There is a link between the governance principiea bigh level and lower levels, and a link between
internal processes (company, projects) and it®sodings (such as the sector, the industry.) (Winch
2001). In other words, project governance defihesspace in which day to day project activities

® For more on PMOs see:
http://www.mosaicprojects.com.au/WhitePapers/WP1034 PMOs.pdf
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occur (Patel, 2007). Three key areas need to bsidamed. Firstly, to ensure that the appropriate
project organization is in place and formally doemted to undertake the project (Marnewick and
Labuschagne, 2011). All projects should have peiigietified and held responsible for: governing
the project to ensure that managerial and techoigsight is maintained; sponsoring the project in
pursuit of stated organizational needs or objesti@ad managing the project on a day-to-day basis,
ensuring that the deliverables are appropriateaaltlivery of the desired outcomes.

The second consideration is for decision makeesel level to be accountable to higher-level
management for key decisions relating to the ptofeecision makers can be individuals or groups of
people (boards) with the appropriate level of arthoskills and knowledge. The levels of authority
and constituency of any decision-making body willmally be defined within the governance
arrangements or schemes of delegation of the sgngsarganization. For projects, governance is
typically required for: authorizing the start obpects and each phase of a project; authorizing
changes to the project; and ensuring compliande tivé organization’s policies and any applicable
legal or regulatory requirements.

The third consideration refers to regulation of gjuality of any outputs, including the applicatian
any organizational constraints, such as standardis@mponents to be used and supported by an
appropriate assurance system. Assurance activitksle recommending to the project sponsor that
reviews or audits should be held and checkingahevling: that user needs and expectations are
being met or managed; that risks are being coetipthat plans are realistic and achievable; tiet t
right people are being involved; that an acceptablation is being developed; that the programme/
project remains viable and the business need mgjlzldressed; that the scope of the programme/
project is not growing unnoticed; that any legiskat regulatory or contractual requirements aredei
met; and that the needs of stakeholders are besugected.

In short, if the governance system is working dffety the organization’s projects and programd wil
be managed effectivéfy However, the governance functions that may tegaged to a project or
programme manager are quite limited, and are facosmpliance with the organization’s overall
ethical and governance framework within the broguleject team. The roles are primarily
management and the functions are largely definddevarious project and programme management
standards.

4. Conclusions

The concept of project management is well definediunderstood. Martin Cobb (1995) stated: “We
know why projects fail; we know how to prevent thigiilure—so why do they still fail?”. The
authors assert that systemic project failure @ilare of organizational governance. The art ofdjoo
governance is striking the right balance betwestriotive processes to prevent malfeasance, and
allowing management the freedom to support effeagrowth and innovation thus facilitating the
achievement of strategic goals of the organization.

The purpose of this paper has been to addressfiheedces between governance and management
and the functions of each within the overall angbitproject management’ and organizational
governance that are currently lacking definitiocagemic study and understanding by the general

For more on an organisation’s overall strategic project delivery capability see:
http://www.mosaicprojects.com.au/WhitePapers/WP1079_PDC.pdf
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management community. This study has drawn uponoutrent knowledge base in project
management and attempted to extend understandiggritiyesizing the procedures and standards
developed by professional and government bodipsaduce an integrated project governance
framework with clear delineation of roles betweengrnance and management in four key elements.
The four elements are:

(1) Portfolio management; focused on selecting the pgbjects and programs to undertake in
support of the strategy, and terminating onesnbdonger contribute value to the organization;

(2) Project sponsorship; providing the direct link beén the executive and the project or program
manager, focused on the whole project lifecycldilegto the delivery of value;

(3) PMOs; providing oversight and strategic reportingabilities;

(4) Projects and programmes; highlighting that effecthnanagement of projects and programs is the
measure of an effective governance system.

Good project governance is therefore about achjesptimal balance between these four elements
within each organization. This requires managert@irtvest in the development of effective
capabilities to deliver these functions and ‘askimg right questions’. A framework that considers
these key elements can serve as a powerful managémokfor organizations to improve the
performance of their projects.

This framework can be adopted by organizationshiexe effective project outcomes and create
business value because:

(1) Itis a holistic process focused on the creatiosustainable value by the organization. Authority
for some aspects of governance can be delegatadriagement, but accountability remains with
the governing board.

(2) Governance and management must be separate; imghpetananager cannot govern his/her own
work.

(3) The governance structure is defined by the govgrboard and implemented by management.

(4) A core aspect of good governance is making thestbe to invest in developing the appropriate
management capabilities to ensure organizatiosalurees are used efficiently and effectively.

As more and more organizations are expected to geamailtiple projects to achieve competitive
advantage, executive, management and project {iwaetis will be looking to academic institutions,
government and professional bodies and the experiehpractitioners in the field to lead the way in
developing more effective and efficient governafiaeneworks. The conceptual framework described
in this paper is offered as a foundation templates tested empirically in future research. These
studies can then develop a more comprehensive farkghat improves the success rate of projects
and programmes, but more importantly, to enablargagtions to act decisively, ethically and
comprehensively by using a project approach tordelienefits to the organization and its
stakeholders.
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Appendix 1

The diagram in Figure 1 (below) is a synthesisevksal sources and focuses on the aspects of
governance that are associated with projects, pnagjiand portfolios. The primary source is the
Australian Institute of Company Directors (AICD)d@pany Directors Corporate Governance
Framework™’ (below).

The ‘petals’ in Figure 1 seek to aggregate theousrfunctions of governing the organization inte th
five main themes, whilst other aspects of goveraauch as the performance of the ‘Board’ and of
individual directors have been largely omitteddtarity. The importance of these ‘other’ practices
from the AICD perspective of developing the compeégeof directors is crucially important; the
‘petal diagram’ assumes competent directors areffaotively functioning board and focuses on the
board’s role in governing the organization.
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Values

Company
Directors

Corporate
Governance
Framework?®

sanjep,

|

The size of the segments has no relation to importance.
The values encircle the practices of directors, boards their organizations and interactions with stakeholders.

Secondary sources include a series of Standartd®thes on the governance of projects and ICT:

(1) Directing Change: A guide to governance of projpahagement (APM, 2011);

(2) AS 8015-2005 Corporate governance of informatiash @mmunication technology (AS8015,
2005); and

(3) AS/NZS 8016: 2010 Corporate governance of projeetslving information technology
investments (AS8016, 201d)

' Note: see also AS/NZS ISO/IEC 38500:2010 Corporate governance of information technology
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Fig. 1. Petal diagram of governance.

Values — Yellow section

Vision

GoPM: Assure the continued development of the organisation
AICD Value: Leadership

Values & Ethics

AICD ‘Ethics’ are a key sub-set of Values

Corporate Social Responsibility

AICD 4.4 Society and Community

Governing of the Board

AICD Segments 1 and 2

Principle Functions of Governance

— ‘the petals’

Governing Relationships

AICD quadrant 4

Governing Change

AICD 3.3.1 Strategy
GoPM (full document)
AS8016 (full document)

Governing the Organisations’ People

AICD 3.2.1 Executive Team
AICD 3.1.3 Culture
AICD 3.1.2 Policies and Assurance

Financial Governance

AICD 3.1.3 Corporate outcomes - financial

Governing Viability and Sustainability

. AS80161.4.3 (e)

Cadbury and others
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Appendix 2

Standards focused on ‘Enterprise Project Managément

(1) Deutsches Institut fir Normung (DINBtandard 69909 Multi-project managemerilanagement
of project portfolios, programs and projects (DI®013). This standard addresses the
organizational and procedural framework for the aggmment of several individual projects.

(2) Management of PortfoliogOffice of Government Commerce, 2007a) expandsctireept of
portfolio management from the basic selection @&avitw process defined by PMI into the area of
organizational change and some aspects of the geament of project management’.

(3) The Guide to the Project Management Body of KnowjedPMBOK® Guidé of the Project
Management Institute (PMI) refers to project goesce as providing a comprehensive and
consistent method of controlling the project towasits success (PMI, 2013). TRMBOK®
Guide does not provide any additional information on himaensure that project governance is
aligned with corporate governance within the laigmrtext of the organization.

(4) The Association for Project Management publisbécting Change: A Guide to Governance
of Project Managemen{APM, 2011). The purpose of this guide is to iefige directors and
others to adopt excellent practices regarding tbeepance of programme and project
management activities. This involves the alignnadrthe directors' interests with the programme
and project teams and wider stakeholders.

Development of Paper:

(1) Original text developed 2012

(2) Accepted for publication July 2013 (pre-press)

(3) Published November 2014

(4) Footnotes linking to White Papers and AICD diageaaded post publication.

For additional project governance resources see:
http://www.mosaicprojects.com.au/PM-Knowledge Index .html#OrgGovl
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