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Abstract

Although various companies started to implement agile and lean methods within the local perspective
of projects and project portfolios, many of them struggle to develop an enterprise-wide understanding
concerning the characteristics of agile and lean approaches. This leads to high coordination efforts in
project portfolio management departments (PPM) and poses new challenges for established, “tradi-
tional” project portfolio governance (PPG) mechanisms. In addition, project governance is an interdis-
ciplinary phenomenon, that appears quite ambiguous, and open to various interpretations depending on
the perspective and theoretical lens.

Hence, it is necessary to develop an understanding and interpretation of PPG and the relation to PPM,
that will be suitable to align the agile perspective to an enterprise-wide understanding of agile ap-
proaches. In this work-in-progress paper, the status quo of a literature review is illustrated, which is
intended to conceptualize “traditional” PPG in contrast to agile and lean approaches grounded on ac-
cepted theory. Some relevant coordination mechanisms had been identified, that are utilized to address
the specific information requirements of stakeholders on a global, enterprise-wide perspective.

Keywords: Agile Methodologies, Information and Communication Technologies, Project Portfolio
Management, Project Portfolio Governance

The 13th Mediterranean Conference on Information Systems (MCIS), Naples, Italy, 2019



Schiele, Agile project portfolio governance

1. Introduction

Due to dynamic business environments, especially product-based organizations (PBO; Turner & Kee-
gan, 2001) are forced to continuously change the way they execute product and service development
as well as conditions in which they operate (Suomalainen et al., 2015). As a result, PBO increasingly
adopt “agile” and “lean” practices & processes (Overby et al., 2005; Van Oosterhout et al., 2005) in
order to strengthen their capability to respond to dynamic changes of their environment and to remain
competitive in their market (Highsmith, 2002; Kettunen, 2009), to explore, and test new business op-
portunities.

Developing® and integrating enterprise-wide information systems? (ew-IS; Haki et al. 2016) are com-
plex and ambitious undertakings, in which various stakeholders of the PBO (ibidem), and within the
market are involved, whose requirements and interests must be thoroughly identified, continuously
tested, and implemented. In order to cope with that complexity, and to respond to certain changes of
requirements in a flexible way, agile and lean methods have become “mainstream” not only, but also
in ew-IS related development projects.

Especially when these kind of projects are embedded in multi-project context like a project portfolio,
the complexity increases significantly due to multiple dynamic interdependencies with other projects.
Hence, consolidating and sharing project portfolio-specific information requested by the organization
and their various stakeholders is an important area of responsibility when it comes to decision-making
on the portfolio level and their alignment to an overall strategy. To align decision-making as effective
as possible to strategic organizational objectives, effective communication and information flow will
be essential. Therefore, critical communication patterns and information streams have to be identified,
effectively consolidated and coordinated, in order to guide the process as a whole and in the light of an
enterprise-wide understanding regarding the overall status of the portfolio. This implies coordination
procedures that consider the individual characteristics of the projects within the portfolio, but acts as
institution finding a compromise between interests of stakeholders.

In recent literature, there might exist a plethora of project governance understandings applying coordi-
nating mechanisms for communication and information sharing in multi-project environments, but
these “traditional” understandings struggle from two essential challenges. First, from a sound theoreti-
cal foundation, as project management in general (Koskela, L. J., & Howell, G. (2002), and, more spe-
cifically, project governance as an interdisciplinary phenomenon (Sha, 2016), that is “too multifaceted
and complex to be analysed by means of any single theoretical lens” (Aloha et al., 2014). Second,
from the high level of dynamic change within projects with agile and lean characteristics, that stay in
strong contradiction with the paradigm of scientific management (Taylor, 1913).

As a result of these challenges, traditional decision-control concepts and agile/lean project methods
co-exist in a more or less disharmonic relationship, resulting in high coordinating efforts in accounta-
ble departments, trying to satisfy specific information and safeguarding requirements of various stake-
holders for effective project-related decision-making.

Hence, it is necessary to develop a clear understanding of project governance on the portfolio level
(PPG), that has an accepted grounding in theory and will also be suitable to align the local portfolio
perspective to a holistic, enterprise-wide understanding of agile and lean approaches. Conceptualizing
a theoretically founded understanding of PPG and its coordination activities in agile environments will
also contribute to knowledge about portfolio management performance in general, as the performance
is directly linked to the quality improvement of decisions to be made.

! By using “development”, the author also understands customizing activities of established market solutions, like SAP in the
field of ERP software.

2 like data-warehouses (DWH), customer relationship management (CRM) or enterprise resource planning (ERP) systems
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This research in progress paper is based on a literature review?® to answer the following research ques-
tions:

= How can PPG be understood “traditionally” through the lens of local-global coordination?

= How can the local and global perspectives of traditional PPG be conceptualized, and what are
established coordination mechanisms?

=  What specific differences can be identified between the traditional understanding compared
with agile and lean approaches?

2. Literature review (Extract)

2.1 Project Management, Project Portfolio Management, Project Portfolio Governance

Whereas project management (PM) aims at increased efficiency in single projects (doing the project
right), project portfolio management (PPM) focusses on high effectivity within a set of multiple pro-
jects (doing the right projects) pooled in a portfolio. Consequentially, a project portfolio is commonly
defined as “a collection of projects or programs and other work that are grouped together to facilitate
effective management of that work to meet strategic business objectives” (Project Management Insti-
tute, 2008b, p.138). The portfolio itself is managed by designated actors within “a dynamic decision
process whereby a business’ list of active projects is constantly updated and revised. In this process,
new projects are evaluated, selected and prioritized; existing projects may be accelerated, killed or
deprioritized; and resources are allocated and reallocated to active projects” (Cooper et al. 1999, p.
335). Furthermore, project portfolios are “powerful strategic weapons™ (Shenhar et al., 2001) as they
can be considered as a central building block in implementing the strategic objectives of the organiza-
tion (Cleland, 1999; Dietrich and Lehtonen, 2005; Grundy, 2000). The close relationship to organiza-
tional strategy postulates a structured process that underlines the importance of alignment aspects of
the project portfolio to the strategical objectives of the PBO and the parent organizations in general
(Petit, 2012).

Thus, project portfolio management (PPM) is not a straightforward area of responsibility, because not
only dependencies between projects have to be coordinated, but all decisions concerning the portfolio
have to be continuously aligned to the overall strategic objectives of the parent organization. This also
implies, that local interests of multiple stakeholders have to be considered (Derakhshan et al., 2019,
Haki et al., 2016) globally from a holistic perspective and, therefore, to ensure strategical alignment,
the portfolio have to be governed by generally accepted standards and guidelines applying to all or-
ganizational actors.

Providing a practical “framework” to guide accountable decision-makers in transparent decision mak-
ing & action taking (Mueller, 2011, p. 88), governance procedures have been implemented to ensure
alignment of project-related decisions with overall organizational objectives.

Understood as a “sub-set of corporate governance” (Too & Weaver, 2014, p. 1385), governance in the
project management domain “comprises the value system, responsibilities, processes and policies that
allow projects to achieve organizational objectives and forster implementation that is in the best inter-
est of all stakeholders, internal and external, and the corporation itself.” (Mueller, 2009: 4).

In order to review the status of research on project governance, out of 19 sources of governance litera-

ture and 16 sources from project governance and general governance literature, Ahola et al. (2014)
identified two independent streams of research. According to the analysis, project governance is either

% The present literature review is mostly based on domain specific electronic journals (e.g. International Journal of Project
Management), and just illustrates the essential status quo of research conducted by the author with all limitations of such
methods included. Due to the restriction in terms of length for papers, the review had been shortened to the essential state-
ments.
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considered as “internal to a specific project” (IAP) or “external to any specific project” (EANYP). The
IAP-perspective is focused on governing a single project with an inter-organizational focus, due to the
fact, that actors from other firms are deeply involved into the project’s execution. The EANYP-
perspective relates to the multi-project characteristics of a project portfolio environment with an intra-
organizational scope (cf. Aloha et al., 2014). Consequently, these two perspectives need different
mechanisms of coordination, safeguarding and adaption (ibidem), thus, specific characteristics of the
project will affect the applied project governance procedures and standards in general.

Based on the analysis of Aloha et al. (2014) and with respect to the strict intra-/inter-organizational
distinction, Sha (2016) distinguishes between Type | Projects and Type Il Projects, whereby Type |
one projects are inter-organizational in nature due to the fact, that essential skills are purchased from
the market (Sha, 2016, p. 120). Moreover, according to Sha (2016), IT-Projects can be classified under
Type ll-characteristic because they “are undertaken in the support function to create new markets,
products or technologies” (ibidem). Consequently, both types of projects do need different approaches
of governance. Further, although management and governance are “two sides of the same coin” (Sha,
2016, p. 122), Sha argues that “management” should be considered separate from “governance”, inter
alia with respect to the underlying paradigms (managers know best vs. self-organization characteristics
of governance).

Nevertheless, by setting the “framework” for management procedures on the portfolio level (PPM),
and in the sense of providing clear structures and processes, project governance on portfolio level
(Project Portfolio Governance = PPG) can be directly connected to project success as well as project
management process (Cooke-Davies, 2002). Consequently, PPM and PPG work rather complementary
than in strict separation with a bidirectional relationship between them. Derived from the conclusion,
that PPG defines the framework for PPM, widely accepted and therefore regularly applied methods,
tools and practices in PPM have to be considered antipodal in PPG procedures, that have to be explic-
itly described and diligently recorded in governance guidelines and standards.

PPG bi-directional PPM

Structures, Processes, Relationships Methodes, Tools, Practices

Figure 1. Relation PPG and PPM: PPG defines how PPM should be done. Vice versa, accepted methods, tools and prac-
tices applied in PPM have to be considered in PPG procedures.

2.2 Project Portfolio Governance as coordinating authority

Naturally, portfolios are temporary, time-sensitive, dynamic and socio-technical constructs, that are
affected by changes in their environment (Petit, 2012). That changes also have the potential to influ-
ence and re-define the context in which they are executed, and directly affect the dependencies among
these projects. In recent project management literature, the research community increasingly started to
pay attention to the contexts in which projects are managed (Engwall et al., 2003) and project govern-
ance in particular (Biesenthal and Wilden, 2014). In order to govern projects, and especially portfolios,
which are operating in these dynamic contexts, the PBO and the organization as a whole will need a
coordinated project planning and control function (Crawford and Cooke-Davies, 2009) as they strug-
gle with comparable issues of hierarchical coordination as governmental agencies or organizations do
(Miller and Lessard, 2000).

On a high aggregation, context-changing factors can be classified into (1) actors involved (e.g. stake-
holders), (2) tasks that have to be executed, especially by departments in charge, (3) goals (objectives
of stakeholders and departments in charge) and (4) resources needed to obtain defined goals.

By following a stakeholder orientated perspective, actors and their individual preferences should be
essential elements in PPM/PPG, taking into account that a “managing a portfolio” is barely a “true
rational” activity (Gutiérrez and Magnusson, 2014; Martinsuo, 2013). Portfolio decisions might be
based on incomplete information (Dekker, 2012) and uncertainties (Martinsuo et al., 2014). Moreover,
reviewing projects may be influenced by bounded rationality, personal opinions and power relations in
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the review team (Kester et al., 2011). As governance in projects aims to ensure solutions, that are in
the “best interest of all stakeholders, internal and external, and the corporation itself” (Mueller, 2009,
p. 4), negotiating compromises will be one essential coordinating mechanism and also task for PPG
procedures, especially when it comes to conflicts of interdependent interests between project stake-
holders™ requirements. Directly interlinked with actors” behavior and requirements are their specific
objectives, which are defined within the scope of projects or in the task of supporting departments®.
Resources are essential to reach these specific, individual objectives. The entire amount of resources
needed is the result of a planning period conducted by project teams, which results in an aggregation
or rather budget, also referred to as a “resource pool”.

PPM is responsible for identifying dependencies as well as synergies between projects (Fink, 2013, p.
11), which therefore cannot be threatened isolated from their environment and context (Mueller et al.,
2008). As visualized in Figure 1, arising from the fact that a portfolio is a collection of multiple and
interdependent projects, conflicts emerge because projects share and compete for the same resources
(Archer & Ghasemzadeh, 1999a, 1999b) in the same time frame and thus have to be reallocated con-
tinuously, quintessentially leading to “resource allocation syndrome” (Engwall, et al., 2003).

Project Portfolio

@

Program yxz
‘ ..

Allocation of resources

00
Ol0;

Resource pool

mternal capacity (manpower) +
external capacity (budget for outsourcing)

Figure 2. Schematic visualization of dependencies among projects in a portfolio (Harvey Ball = estimated intensity of
dependency). Projects share resources from the same pool, thus, in order to prevent conflicts, resource alloca-
tion has to be coordinated via pre-defined allocation mechanisms.

As mentioned in section 2.1, PPG sets the “framework” for PPM by defining structures, processes and
relationships. According to Sha (2016) (i) the characteristics of projects as well as (ii) the paradigm of
self-organization as a conditio sine qua non for project governance should be considered in order to
conceptualize project governance. Recapitulated, PPM and, thus, in particular PPG have to deal with a
variety of challenges, e.g. heterogeneous stakeholder groups with conflicting interests, fast moving
targets within the dynamic of changing environments (Haki et al., 2016) in and beyond the project
portfolio, and as a result, dynamic dependencies and resource conflicts among projects in the portfolio
emerge, which are of different nature regarding to the way they are executed. Thus, they need different
mechanisms of governance in order to provide strategic alignment as a main objective of governance.

In order to cope with these challenges concerning actors, tasks, resources and goals, PPG applies a set
of coordinating activities (Malone & Crowston 1994) not only concerning managing dependencies of
resources/capacities but, decision-making processes in general. Traditional coordination meachnisms
are based on the implementation of standardized reporting practices, roles, and monitoring structures
(Aloha et al. 2014). Decisions are based on provided information on an aggregated level, therefore a
lot of activities have to be conducted among actors involved. These coordinating activities are based
for example on (1) (informal) personal communication, (2) operational meetings and (3) steering
boards (Ambtmann et al., 2015), also referred to as portfolio boards.

4 Supporting departments and functions could be for example a Project Management Office, providing portfolio-specific
information the portfolio board (local perspective) or other stakeholders, e.g. the executive board (global perspective).
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Informal communication practices, especially on a personal basis, can support the coordination of
problem solving within the project portfolio team (Gutiérrez and Magnusson, 2014; Martinsuo, 2013).
In addition, reporting measures, and the sharing of project-specific information is one essential coor-
dinating activity which can also be directly linked to the performance evaluation of a portfolio (Fricke
& Shenhar, 2000; Nobeoka & Cusumano, 1997).

Operational portfolio meetings will take place on a regular basis and in different compositions of par-
ticipants, depending on the level of strategic proximity of topics discussed and decisions to be made.
For example, participants can be project members/leaders from business, and IT, if these meetings
concern questions close to operational execution of projects. In other cases, when strategical issues are
matter of concern, the participants in charge will be members of the portfolio board, supported by staff
departments from PPM®. In the latter case, these group is also responsible to comply with structures,
processes and relationships of PPG-procedures®. This also means, that stakeholder requirements have
to be negotiated in due consideration of all interest, and with close alignment to strategic objectives.
This presupposes a global understanding of the portfolio as an enterprise-wide endeavour.

Ambtmann et al. (2015) suggest, that considering the project portfolio as a whole containing interde-
pendent projects could help to create value, which might be seen as an indication for the necessity
conceptualization of a global, enterprise-wide understanding. In the paper at hand and according to
Figure 3, the local perspective is defined as aggregation of all PPG and PPM activities and mecha-
nisms within the portfolio with the focus on consolidating and sharing project-specific information in
order to ensure reporting, safeguarding and monitoring about the portfolios performance in strict con-
sideration of strategy. The global perspective addresses the enterprise-wide understanding of portfolio
concerns, meaning (information) requirements of stakeholders within the organization, but also those,
which are inherently not members of the organization but have an interest in projects outcomes. That
means that the global perspective needs specific portfolio information provided by the local perspec-
tive, as proposed before.
Local perspective Global perspective
(within portfolio) (outside portfolio*)

PPG
Structures, Processes.
Relationships
T Present
understanding
of PPM/PPG

PPM conceptions
Methodes, Tools, Practices

“ bi-directional coordination activities and mechanisms
'within organization or beyond: e.g. shareholders, state, society

Figure 3. Coordination activities and mechanisms of traditional PPG/PPM within the local portfolio perspective scale to
the global perspective addressing an enterprise-wide and beyond understanding of the portfolio.

Summing up, coordinating activities like communicating, operational and portfolio meetings, resource
allocation and negotiating of interests are demanding tasks, when it comes to activities of coordination
like controlling, safeguarding and monitoring from the local portfolio-perspective to the global, enter-
prise-wide perspective, outside the portfolio. Especially, when projects within the portfolio have to be
distinguished by their characteristics, and the underlying paradigm of their execution.

5 Or/and others, e.g. the Project Management Office.

6 Effectiveness of information sharing of operational meetings has yet to be proven by case studies during the thesis project.
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2.3 Characteristics of agile and lean approaches in project management

In contrast to well-defined scoping right from the beginning, as practiced within plan-driven projects,
agile methods like “Scrum” define a “minimal viable product”, which contains the minimum require-
ments of objectives to be achieved by the project. On a superordinate perspective, instead of conduct-
ing a detailed planning, the “agile” development paradigm focusses on incremental, continuous plan-
ning iterations, which is the direct opposite of plan-driven project methods, that are planned in detail
right before their initialization. Derived from the “Agile Manifesto” (Beck et al., 2001), agile methods
are based on (1) self-organization of cross-functional project teams, (2) commitment of the team to
deliver results in regular iterations, (3) continuous review of product and collaboration procedures, (4)
transparency and knowledge-sharing, (5) application of a cadence in order to create flow in the process
of incremental delivery. Although scientific research on agile methods is on their initial phase, the rea-
son for their recent popularity can be found in their advantages, like “adaptability to change, short time
frames of releases, continuous feedback from customers, high-quality and bug free software” (Rao et
al. 2011, p. 43). In addition, considering their primarily human-centered approach (Beck et al., 2001),
some evidence concerning team collaboration is indicated, e.g. “higher satisfaction, feeling of effec-
tiveness, [...] increased autonomy and happiness” (Laanti et al. 2011, p. 276). As agile methods are
built around the above mentioned principles, especially self-organizing structures in cross-functional
teams and direct customer interaction, they require effective communication patterns as well as coor-
dinating mechanisms as mandatory elements for success. Thus, beside the advantage of direct com-
munication and interaction in terms of immediate feedback, communication is simultaneously identi-
fied as one of the main challenges concerning the adoption and applicability of agile methods in prac-
tice (Mockus et al. 2001, Paasivaara et al. 2006).

Originally emerging from the manufacturing sector, lean thinking has been widely adapted in several
industries and particularly in the area of software development (Poppendieck and Poppendieck, 2003,
2007). The lean paradigm consists of five interconnected steps that are built on one another: (1) speci-
fication of value, which is primarily defined by the customer, (2) identification of the value stream, (3)
creation of “flow”, (4) enable the customer to pull the product as needed and (5) striving for perfection
of the process (Womack and Jones, 1997). In a nutshell, the term “lean”, describes approaches leading
to a continuous and smooth flow of production in pursuance of removing waste in processes and in-
creasing customer value (Womack and Jones, 2003; Petersen and Wohlin, 2010) by shorter lead-times
and product delivery. Because agile and lean paradigms share some basic principles, e.g. in particular
a customer-centric mentality, the term “leagility” is used to express the complementary characteristics
of both paradigms, which should not be considered isolated from each other (Naylor et al., 1999). As a
result, and in terms of convenience, the author proposes to use the term “leagile” in his further re-
search.

3. Summary

The interest in project governance increased significantly since 2005 (Biesenthal and Wilden, 2014),
but, due to its interdisciplinary character (Sha, 2016), is seems to be too multifaceted and complex to
be analyzed by means of any single theoretical lens (Aloha et al., 2014). Hence, within the scope of
the thesis project, it will be necessary to set the priorities straight, regarding to the overall interest of
research.

Defining what is to be understood as project governance, particularly on a portfolio perspective, ac-
cording to Mueller (2011), project governance on a portfolio level (PPG) will be understood as a spe-
cific framework defining structures, rules, processes and relationships in order to guide decision-
making processes in alignment with the organizational strategy. Moreover, relationships between ac-
tors, goals, tasks and resources have to be taken into account of further considerations within the the-
sis project and must be precisely elaborated. Further, PPG shall be understood as a set of coordinating
activities and mechanisms that are built around communication and interaction between multiple
stakeholders on a local and a global perspective. As portfolios are affected by multiple changes in
their environment and the context in which they are executed, various changes are independent from
certain periods of time and, thus, may impact portfolio planning cycles. Therefore, agility in the sense
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of anticipating developments and preparation for appropriate reactions are essential elements for or-
ganizational competitiveness, especially in project-related environments. Thus, agile and lean ap-
proaches may provide worthwhile areas of research, not only, but also in software development.

Derived from recent literature, the following characteristics of “leagile” approaches can be stated:
First, both, agile and lean paradigms can be considered as complementary. Primarily due to their flexi-
ble, but regular output-orientated qualities, which intend to create value for the customer and, conse-
quently, for the organization itself. Second, agile and lean approaches are “human-centered” concern-
ing their application by interacting individuals, who are communicating directly with each other in
project-based environments’. Third, in order to achieve the first mentioned point and because of the
second, on the portfolio level, agile and lean methods require effective communication patterns on the
project level, and, consequently, coordination mechanisms on the enterprise-wide perspective to ad-
dress the various specific requirements of stakeholders involved. These requirements mainly refer to
information artifacts like regularly updated status reports, ad-hoc requests or other artifacts, which
may provide an indication of the portfolio’s course.

With respect to the objective of value creation, and their output- and customer-centric orientation, ag-
ile and lean approaches correspond with orthodox economical thinking, that originally emphasize the
production function of the organization (Williamson, 1996). Nevertheless, a noteworthy finding is,
that “leagile” characteristics like self-regulation and delegation of decision-making power to lower
hierarchical levels, and autonomous group-decision processes, stand in significant contradiction to the
functional top-down hierarchical line management paradigm as proposed by Taylor (1913) (Sha,
2016). This “tayloristic” paradigm and the “best way”’-practices of scientific management, were glob-
ally established since the beginning of the 19" century across a variety of industries, whereas agile and
lean are relatively “new” approaches, especially in the domain of project management and software
development in particular.®2 Consequently, the author will refer to the tayloristic paradigm as “tradi-
tional”.

As stated in section 2, the characteristics or “fype” of the project will affect the governance proce-
dures, and, thus, the framework in general. This assumption does not only apply with regards of intra-
and inter-organizational relationships of actors, but also the underlying paradigm of the project’s exe-
cution. Hence, it will be elementary to distinguish between a “traditional” and a “leagile” under-
standing in terms of governance in the domain of project management, and of course, on the portfolio
level.
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