Ma
data i"t';yp(:(';ﬁfg:zn:m?‘j are using software to organize and analyze all types of Project
olio m""ﬂ&emcn:);):;»; ;‘:" “""' Across the entire enterprise. Enterprise or Project pory.
Projects’ scatus and hasts m'n s ::n)t:-::rm:; information from multiple prnjccfs_m show the
(PM1g PMI Pulse PR L{ ‘ll 2 & over h::lfuf the rcspoml:.-ms in two differen, Studijeg
requent use St 11:1 rofession™ and a | ricewaterhouse( O0pers survey) reported
- The highest adoption rates were reported by organizations i, retai
insm‘nncc, auto, bnnkmg and capital markets, telccummunicntlmm. m:mufacmring al,
nergy, and defense. The main reasons organizations use project portfolio Manage : 3
included Customer satisfaction, cost reduction, and revenue growth 2 g
m More recently, a 2014 report from Gartner says the market for PpM software conty
ues to grow, with annual sales over $1.65 billion. “Demand for IT PPM applicationg ha:.
Wavered in more than 13 vears, but, rather, increased exponentially over the Past. i
10 years. The pace of change... is driving continued demand for enterprise software Prod
ucts that can help with the effective planning, execution, and management of Projects ar; d
Programs materializing from the need for today’s enterprises to change and adapt quick]
to shifts in the business climate. /
A study by Forrester estimates
from their investments in PPM tool
tomers shared examples of their su

that companies are achieving returns of 250 Percent
s. At a Planisware PPM Solutions Summit in 2014, Cus.
CCess stories in achieving even higher returns:

on and improve transparency and
excellence. Pfizer can quickly .
source allocations that Maximize

*  Pfizer uses PPM software to accelerate innovati
accountability of resources to deliver scientific

cess trusted data analytics to make strategic re

portfolio value.
® Ford uses Planisware to gain greater transparency over their portfolio of

projects. Greater transparency gives management a better understanding of
resources shared across projects, and enhances communication about statyges.
They can quickly alert affected program managers and product development
teams of potential risks so they can implement risk management strategjes 25

As with using any software, however, managers must make sure that the data is acey.
rate and up to date, and ask pertinent questions before making any major decisions.
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Project Cost Management

crs also want to move on to manage larger projects I
jects, b

sroject manag e o o - ecome
Man) ‘1 e, then viee presidents, .me eventually CEOs. Understanding project e
grant "mst‘x‘;n.-nt, therefore is lmp(?"_“m for both project and organizational suc.ccxsp”m”.
tio ™ M\\'qlmn. the project portfolio manager for IT projects at Schlumberger, say
Jan< " g3 million in one year by organizing the organization’s 120 [T Pm'jiz:ul h
*Cts into

ppany » ing © anies have used proj i
ufacturing companies have used project portfolio management sin I
Since the

)rﬂ'*"":)' ::.2;:0,, anticipated the need to justify investments in IT projects jus
“W-’sl. :‘"L 0 justify capital investment projects. She found that 80 percent~(;|fll:}: flS man-
s ':proi e overlapped, and that 14 separate projects were tryin 216 Bieom e.l‘o‘rgani-
t«"‘"m[imm.‘omer managers, such as Douglas Hubbard, president of a consult p-!bh the
s,«m")cd (0 use project portfolio management, especially for IT projects }iuhtlyflg O s
thé '.1 L“l’r investments are huge, risky investments. It’s time we do ‘this."'32 ard sug.
cm;;mjecf po rtfolio managers can start by using spreadsheet software to develop and
nanage project por‘tfohos, or they can use S(')phisticated software designed to help (man
roject portfolios. Several software tools available today help project portfolio manager:ge

ummarize earned value and project portfolio information, as described in the followj 8
< win, |

gcCU’Oﬂ .

e

-7 USING PROJECT MANAGEMENT SOFTWARE TO ASSIST
IN PROJECT COST MANAGEMENT

’_‘—7
Most organizations use software to assist with project cost management. Spreadsheets

are a common tool for cost estimating, cost budgeting, and cost control. Many companies
also use more sophisticated and centralized financial software to provide importanf cost:S
related information to accounting and finance personnel. This section focuses on how ;rou
can use project management software in cost management. Appendix A includes a section
on using the cost management features in Project 2013.

Project management software can increase a project manager’s effectiveness during
each process of project cost management. It can help you study overall project informa-
tion or identify and focus on tasks that are over a specified cost limit. You can use the soft-
ware to assign costs to resources and tasks, prepare cost estimates, develop cost budgets,
and monitor cost performance. Project 2013 has several standard cost reports: cash flow,

,rspeCﬁVe On

control an entir g,
1 one place— pory
ince on a portfolioof pr
mance, are often shovn
d, that problems exis. o

| to understand hOW‘Lhe_U budget, over-budget tasks, over-budget resources, and earned value reports. For several of

 portfolio ff)r .IT PrQl,eci these reports, you must enter percentage completion information and actual costs, just as

egories of smu]arlplrmzt vou do when manually calculating earned value or other analyses.

o jnvestmert s Many IT project managers use other tools to manage cost information because they do
they do not track costs based

not know that they can use project management software, or oot
ona WBS, as most project management software does. Instead of using dedicated PTOJeCC
. B
Management software for cost management, some IT project managers use con;p(i:jrélt
r

tounting syste hieve more flexibility.
ms; oth t software to achieve .
; others use spreadshee tems are more gener

e
having e Jovels. 0

B ‘,e_;[meﬂ[' :ﬁav"agﬂ s who use other software often do so because these other sySe . To improve
e o? ) Yaccepted in their organizations and more people know how 9 uz to link data be-
N'd 0”.'g mcrem Project cost management, several companies have developed med_lo s 0 vare, Regr less,
i i & “Ween their project mana’gement software and their main accountlr;i(sioutrzriers'wnd the
rof““" Ezlfe'rs need training to use dedicated project management software
(it gt Vailable featyres,
o



A few pilot Large and critical Organization-wide
projects projects standard for
all projects

efense/Gove
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nment [l Private industry

Source: Lingguang Song, “Earned Value Management: A Global and Cross-Industry Perspective on
Current EVM Practice,” PMI (2011).

FIGURE 7-6 Earned value usage

7.6b Project Portfolio Management

As you saw in Chapter 1, many organizations now collect and control an entire suite

of projects or investments as one set of interrelated activities in one place—a portfolio.
Several software tools provide graphics to summarize performance on
ects, as shown in Chapter 4. Key metrics, including cost performance, are often shown in
green, yellow, or red, indicating that things are going as planned, that problems exist, or
that major problems exist, respectively. Project managers need to understand how their
projects fit into the bigger picture. For example, there can be a portfolio for IT projects
and portfolios for other types of projects. Looking at broad categories of similar projects
enables project managers to help their organizations make wise investment decisions.

An organization can view project portfolio management as having five levels, from
simplest to most complex, as follows:

a portfolio of proj-

1. Putall your projects in one database.

2. Prioritize the projects in your database.

3. Divide your projects into two or three budgets based on type of investment
such as utilities or required systems to keep things running, incrementa!
upgrades, and strategic investments,

4. Automate the repository.

5. Apply modern portfolio theory, including risk-return tools that map P
risk on a curve.
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iverables. For example, you might have
suhdell\"l‘in the house. Collecting earned v
each r.()(}nrm:lti()" instead of trying to ¢ ation for each
ingful info ch as flooring, furniture, ang lighting.
the ro(.)l“'v :l:ortmlt to remember that the heart
Itis ::sls begins with an estimate; whe, th
EVM pro s an organization attempts
off. B‘efolrzd. value management is t
bﬂ”cost, and schedule data. It
mance, 1ent to use in evaluating
mirlllafse';roject 2013, includes ta
st

late variance information. Project 2013 also allows
calcula

a WiS for

ludeg items for
alue da¢ ach room would
ollect detaileq inform

a houge that ine
afor ¢

Provide megy,.
Component iy,

and sou] of EVM are estimates. The

f, all the calcul

1to develop 80od estimates
able for integrating perfor-
Or project Mmanagers and top

Oject management softw.

€ntire
ations wil] by

are,

» Without im
1. See the project cost Mmanagement section of Appendix A for an ex
xcel. oe d

Eamed value management.

e

Another approach to evaluating the performance
o

of multiple projects is project portfo-
agement, as described in the following section.
lio man )

-

i j tudy

in 2011 to help understand

S sur Veyed more than 600
man ractitioners in 61 countries pr oviding a cross-sectional view of the
t iti i 3 g
j agemen |
. project

most current EVM practices w y i ry motivation
lassified by industry sector,
0 p ices. Respondents erec. ‘ oto iy
o SEt)VM us te or; an'zat:ional role, and geographic location. The study included the fo
b
lowing key findings:

7 nan

. d dwid d it is particular opular in the Middle East, South

EVM is used worldwi €, an p yp | |
‘ ’

e i ’ ’ ire EVM for large defense or government projects, as shown in
MOSt countries requ | |

[ EVM alSO "sed n such pri as | cunst.rucnon, eIlelgy and )

iS > mOSt pl ivate compames haVe no Yet apphed E v Id 0 ﬂlBU

manufacturing. Howevel,

! j € 111arn |

s t respondents
. ecogmzed, n:lOS .

. d cost effectiveness are \yldelg’al;ly warning signs, helping
oy contribiflans an agree that EVM Prowdes’s contribution to 09§ ence was
said they agree or St_ronglgope time, and cost. Ewrlformanc e, and the differ
e prO_lr:%Et; high,er than schedule pe
Performance was ranke
Statistically significant. v
Top barriers to enhanced use of 1131 of project s
Top management support, .buY‘f the project man
and leadership, and maturity fu(; 156 of EVM.

important factors in success
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