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                 There are two major applications of project portfolio man-
agement (PPM). Strategic PPM is about selecting the best set 
and mix of projects to deliver future benefi ts. But what does 
“best” mean?  Cooper, Edgett, and Kleinschmidt (1998)  found 
that portfolio management in R&D organizations is gener-
ally intended to meet three overarching objectives: strategic 
alignment, strategic balance, and maximum return. Why 
these three? Maximum return is obvious; every organiza-
tion would like to get the most value (in terms of their ob-
jectives) for each dollar invested. 

 Strategic alignment is necessary to enhance the probabil-
ity that the potential value created by R&D will be realized. 
R&D does not produce value directly—it only creates assets 
and capabilities that can be used in downstream organiza-
tions (such as manufacturing, marketing, sales, and customer 
service) to deliver value. If the projects are not aligned with 
the organization’s strategy, the chance that they will be 

successfully implemented to deliver value is greatly re-
duced. In a similar vein, strategic balance seeks to balance 
higher return against higher risk, longer time frames, and 
other factors, to ensure that simplistic fi nancial projections 
do not dominate the project selection process. Thus, both 
strategic alignment and strategic balance are used to help 
ensure that the most value is delivered from R&D efforts, 
ensuring that the portfolio doesn’t simply contain the proj-
ects with the highest potential fi nancial return without 
proper consideration of the various risks associated with 
each project. 

 The second application of PPM is to manage shared re-
sources (people, facilities, and budget) during the execution 
of projects. This is sometimes called  pipeline management . 
Key activities here include making sure the pipeline is not 
overloaded; balancing the aggregate supply of and demand 
for resources; identifying, managing, and mitigating bottle-
necks; and reallocating resources among projects using 
well-defi ned value-based priorities. Without effective pipe-
line management, many projects will be late, over budget, and 
underperforming, which clearly degrades value creation.  

 Does Good PPM Lead to Realized Value? 
 Clearly most R&D organizations believe that it does, since 
many organizations use portfolio management extensively. 
One of the big problems R&D organizations face is that their 
projects tend to be costly, risky, and done years before the 
benefi ts are realized. This makes the project selection process 
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very diffi cult, and PPM—especially using decision and risk 
analysis methods for project evaluation—helps manage 
these diffi culties. But is there any proof that good portfolio 
management leads to better bottom-line results? 

 While this is very diffi cult to prove, there are numerous 
published case studies of PPM helping organizations im-
prove the value  potential  of their portfolios.  Sharpe’s (1998)  
study of SmithKline-Beecham’s PPM asserts an increase in 
a drug development portfolio expected value of $2.6 billion 
for a PPM effort of several million dollars. A more recent oil 
company example ( Reinsvold, Johnson, and Menke 2008 ) 
shows an expected value increase of about $1 billion for an 
effort of around $1 million. The expected return on PPM ef-
fort in both cases is on an order of magnitude of 1,000 to 1, 
although these efforts were both expensive due to their fi rst-
time nature and the heavy use of external consultants. 

 Both of these examples demonstrate large increases in 
portfolio  expected  value, which is different from  realized  
value. Realized value can only be achieved by downstream 
organizations that receive and effectively use the assets and 
capabilities delivered by the R&D effort. The intrinsic value 
potential of these assets and capabilities can be substantially 
increased or decreased by the quality of the people and pro-
cesses in these receiving organizations. This makes it almost 
impossible to accurately attribute realized value to R&D 
PPM efforts. 

 However, in the pharmaceutical industry, which is ex-
tremely dependent on a steady fl ow of new, high-value 
products, the relationship between strategic portfolio man-
agement and business success is more direct, since strategic 
PPM is precisely concerned with fi nding the best new-
product opportunities. Identifying pharmaceutical companies 

with best-practice PPM processes and comparing their per-
formance to other pharmaceutical companies and to the gen-
eral stock market comes close to addressing the question at 
hand. And, in fact, a comparison of the market performance 
of those companies with best-practice PPM processes in place 
to the S&P 500 index and the Dow Jones pharma index over 
time seems to indicate a strong association between excellent 
portfolio management and superior stock price performance—
the ultimate bottom line ( Figure 1 ).       

 A Best-Practice Approach to Improving PPM 
Effectiveness 
 A classic approach to improving effectiveness in organiza-
tions is benchmarking: identifying best-in-class companies 
and then learning what they do that helps them to be best 
in class. One of the fi rst large-scale benchmarking efforts 
for R&D portfolio management was conducted by Cooper, 
Edgett, and Kleinschmidt with IRI members around 1990, 
resulting in the seminal book  Portfolio Management for New 
Products  (1998). Other attempts to identify and validate 
best practices for portfolio management have followed. 
 Project Portfolio Management: A Practical Guide  ( Levine 2005 ) 
also describes many PPM best practices, although with 
more of an IT focus. And in 2006, the American Productiv-
ity & Quality Center (APQC) conducted another R&D best-
practices benchmarking study ( Edgett 2006 ). A more recent 
compendium of PPM best practices is found in  Project Port-
folio Management: A View from the Management Trenches  
( Pennypacker and Retna 2009 ). In addition, during my 
seven years as Chief Portfolio Advocate for HP, I conducted 
several unpublished R&D portfolio benchmarking studies 
for different HP businesses. 

  

 FIGURE 1 .       Stock price performance of pharmaceutical fi rms with PPM processes vs. Dow Jones pharma index and S&P 500    
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 Over the past three years, I have co-sponsored an inter-
national portfolio management benchmarking study, PPM 
Accelerate, to gather quantitative data on the usage of the 
PPM best practices identifi ed in these earlier works. The 
goal was to provide some simple quantitative assessment of 
the importance of these practices to PPM performance. 
Through three rounds of data collection, we gathered ex-
tensive data from 44 organizations actively engaged in proj-
ect portfolio management. Of these, 27 (60 percent) are 
doing R&D portfolio management, making this study very 
relevant for IRI members; the other 17 participating organi-
zations are applying PPM to manage and prioritize other 
kinds of projects, such as IT, capital investment, supply 
chain, and marketing. The study is ongoing; there will be 
additional future rounds of PPM benchmarking. 

 The quality of the participants in a benchmarking study is 
very important in identifying and validating best practices. 
Since it is very diffi cult to determine the impact of PPM on 
corporate results directly, we looked for participants for 
whom PPM was a critical business process and who had high 
maturity in portfolio management. Therefore, the study in-
cluded 10 participants from the pharma industry, which is a 
leader in R&D PPM ( Table 1 ). These companies indeed exhib-
ited very high levels of PPM performance in our study and 
helped establish the performance benchmarks. In fact the top 
25 percent of all participants are organizations using PPM 
for R&D (5 life sciences/pharma, 2 chemicals, 2 oil & gas, and 
2 fast-moving consumer goods [FMCG]).     

 The core of PPM Accelerate is a set of 50 best practices for 
PPM derived from prior benchmarking studies (including 
those cited above), an extensive literature search, and over 
30 years of working with organizations doing portfolio man-
agement. For example, practice A1—Pursue three overarch-
ing objectives in portfolio management: strategic alignment, 
strategic balance, and return maximization—is among  Coo-
per, Edgett, and Kleinschmidt’s (1998)  key fi ndings. 

 The 50 best practices we identifi ed are sorted into eight 
categories ( Table 2 ), which include categories for practices re-
lated to strategic alignment, strategic balance, and risk assess-
ment (categories B and F); return maximization is captured 
in categories for practices to create value and to generate fi -
nancial information (A and D). The additional categories cap-
ture the full spectrum of PPM practices. First, since PPM is at 
its core a decision-making process, there are categories for 
governance (G) and decision behavior (C). And since PPM is 
a process, there is a category for practices around the PPM 
process itself (H). Finally, there is a category for practices on 
resource management and bottleneck management (E) to 
cover pipeline management.     

 The categories, and the practices within them, cover a wide 
spectrum of PPM activities as well as the connection of PPM to 
adjacent and related processes, such as strategy development, 
project evaluation, project management, and resource man-
agement. The validity and importance of these 50 practices 
( Table 3 ) has been tested and validated by the participating 
organizations, which consider them to be both relevant and 
important. We also surveyed participants about the frequency 

of 25 PPM pitfalls (essentially bad practices), which largely 
confi rmed the fi ndings from the best practice analysis.     

 To measure the extent to which participating organiza-
tions engaged in PPM best practices, we adopted a scoring 
system used in previous R&D decision quality benchmarking 
studies ( Matheson, Matheson, and Menke 1994 ;  Menke 
1997a ,  b ). In this system, participants assessed each practice 
on four dimensions:
   
   1.    Its relevance to achieving the company’s PPM objectives 

(yes/no),  
  2.    Its importance to achieving the company’s PPM objec-

tives (1 to 7),  
  3.    The frequency with which the practice is executed when 

appropriate (0–100 percent), and  
  4.    How well the company executes the practice relative to 

what is feasible (0–100 percent).   
   

 TABLE 1 .       Study participants by industry  

   Financial  

 AEGON 

 APG 

 ING (2)* 

 LeasePlan 

 Rabobank 

 UWV 

  Life Sciences/Pharma  

  Bayer Healthcare (3)  

  Genentech/Roche  

  Genmab  

  Gilead  

 Jansen/J&J (2) 

  Pfi zer (2)  

  Takeda  

  Chemicals & Refi ning  

  Bayer MaterialScience (2)  

  Dow (2)  

  ExxonMobil Research & Engineering (3)  

  FMCG  

  Beiersdorf  

  Friesland Campina  

  P&G  

  Unilever (2)  

  Engineering/Manufacturing  

 Boeing (3) 

  Lockheed Martin  

  Philips  

  Rockwell Automation (3)  

  Communications  

  Cisco Services  

 Cisco Corporate 

 UPC (2) 

  Airlines  

 KLM  
    Organizations in italics are engaged in PPM for R&D.   
  * Numbers in parentheses indicate multiple participating organizations within 
the company .   
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These assessments were usually provided by very knowl-
edgeable senior managers in the participating organizations, 
typically the portfolio process owners; in some cases, the in-
formation was generated as a team effort or was reviewed 
with others. 

 The relevance and importance measures were used to validate 
the set of practices. Multiplying frequency of use by quality of 
execution gives a performance score for the organization. 
This score (also called an actualization score) is our main 
measure of effective usage of best practices.   

 TABLE 2 .       PPM best practice categories  

   Category  Defi nition   

  A PPM Added Value Practices related to why people do PPM and how they use it to add 
value 

 B Analytics, Reporting, & Risk Assessment Practices related to analyzing data for the portfolio and for individual 
projects to assess and manage risk 

 C Behavior Practices related to the “soft” people side of PPM decision making 

 D Financial Information Practices around fi nancial information people use to support portfolio 
decisions and how they develop it (e.g., project evaluation and 
business cases) 

 E Resource Information & Management Practices around how people measure, manage, and balance the 
resources to execute the portfolio 

 F Strategy & Strategic Alignment Practices around how people develop strategy and then align the 
project portfolio with the strategy 

 G Organization & Governance Practices around the formal structure, organization, and governance 
of PPM 

 H PPM Process Practices relating to the formal PPM process and associated product 
development process  

 TABLE 3 .       Best practices by category  

    A. Added Value and Value Creation   

 A1 Pursue three overarching objectives in PPM process: strategic alignment, strategic balance, and return maximization. 

 A2 Use KPIs (i.e., strategic contribution, improved effi ciency, balanced risk, higher ROI) to measure the effectiveness of PPM. 

 A3 Use a value/return measure that is aligned with shareholder value (e.g., eNPV). 

 A4 Take explicit steps to maximize portfolio return (e.g., “Effi cient Frontier” approach). 

 A5 Communicate the added value of PPM to the organization frequently and explicitly. 

   B. Analytics, Reporting, and Risk Assessment   

 B1 Use clear, user-friendly reports that meet the needs of decision makers. 

 B2 Use effective visual displays (e.g., risk-return grid) to convey portfolio information. 

 B3 Align portfolio analytics and reporting across tiers to improve comparability. 

 B4 Use an appropriate mix of methods to improve decision quality (sensitivity analysis/risk analysis/decision analysis). 

 B5 Show impact of project risk on future project and portfolio value. 

 B6 Measure, understand, and manage portfolio risk from global variables that impact many projects, such as oil price. 

 B7 Identify the key bottleneck time clearly and transparently. 

 B8 Identify the key bottleneck money clearly and transparently. 

 B9 Identify the key bottleneck people clearly and transparently. 

 B10 Identify the key bottleneck material clearly and transparently. 

   C. Management Decision Behavior   

 C1 All stakeholders are disciplined and reliable in following the agreed PPM processes. 

 C2 Management decision making is knowledge-based, transparent, and consistent. 

 C3 Portfolio management results in an allocation of resources to projects and programs. 

 C4 Once portfolio decisions are made, they are supported by all involved parties. 

 C5 Projects are prioritized according to a clear set of rules. 

   D. Financial Information and Analysis   

 D1 Monitor a mix of fi nancial information (NPV/eNPV/etc.). 

 D2 Align PPM with regular planning and control processes, such as the capital budget process. 

 D3 Measure the strategic and fi nancial value of portfolio decisions using a business case. 

 D4 Reassess the business case throughout the project life cycle.  

 D5 Benefi t management is leveraged well (robust realizable benefi ts, capture all forms of benefi ts created, etc.). 

 D6 Where possible, ‘‘book’’ benefi ts early by cutting budgets, limiting headcount, and including these changes in performance targets. 
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   E. Resource Information and Management   

 E1 Identify and monitor resource bottlenecks. 

 E2 Manage the balance between resource demand and resource supply. 

 E3 Do not overload the project pipeline or the people; resource projects adequately. 

 E4 Examine alternative strategies and resource levels to achieve project objectives. 

 E5 Clearly articulate the relationship between resources, timelines, and risk resolution. 

   F. Strategic Information and Alignment   

 F1 Have a well-defi ned business strategy and communicate it to all employees clearly and often. 

 F2 Create an awareness of the strategic impact of the project portfolio. 

 F3 Translate strategic goals and gaps into necessary projects; build in strategic alignment. 

 F4 Confi rm that the projects in the portfolio are suffi cient for the strategy to succeed. 

 F5 Use strategic buckets to avoid confl icts between projects from different buckets. 

   G. Portfolio Governance and Organization   

 G1 Ensure that portfolio governance is clearly defi ned and understood. 

 G2 Have a clear division of responsibilities (i.e., between divisional and central PMO). 

 G3 Have a well-documented and implemented set of decision criteria, business rules, and internal controls regarding PPM. 

 G4 Use PPM as a key decision-making process so that PPM drives the allocation of resources. 

 G5 Use cross-functional teams to ensure high quality and broad acceptance of decisions. 

 G6 Integrate PPM with other key business processes, such as strategy development and project management. 

 G7 Provide specifi c training to ensure those involved in PPM acquire the necessary skills. 

   H. PPM Process   

 H1 Use a consistent PPM process, language, and tools across all levels and functions. 

 H2 Evaluate projects in a standardized way that combines quantitative and qualitative measures. 

 H3 Use an idea-to-launch process with decision gates. 

 H4 Require a comprehensive business case early in the process and update it at each decision gate. 

 H5 Make decisions, set priorities, and allocate resources using PPM process. 

 H6 Measure and monitor anticipated benefi ts as an integral part of the PPM process. 

 H7 Have a framework for learning; audit the PPM process regularly and improve as needed.  

TABLE 3 .  continued

 Results and Findings 
 The fi rst step in analyzing results was to verify that we had 
constructed a valid set of best practices. We began with a very 
strong set of practices, most of which had been identifi ed and 
validated in earlier comprehensive R&D PPM benchmarking 
studies. We did, however, add a few new practices where we 
believed there were gaps, based on over 30 years of PPM con-
sulting experience with dozens of companies in many indus-
tries. An example is practice F4—Confi rm that the projects in 
the portfolio are suffi cient for the strategy to succeed. For this 
small subset, the benchmarking assessments also helped to 
validate the new practices as well as the entire set. The primary 
mechanism for validating the practices was the questions re-
garding relevance and importance. On these measures, re-
spondents were remarkably consistent: 7 of the 50 practices 
were considered relevant by all respondents, and another 6 by 
all but one. All but two were considered relevant by 80 per-
cent of participants or more. 

 We also asked each participant to assess the importance 
of each relevant practice on a scale of 1–7. Often on such 
questions, people will ignore the top and bottom scores, but 
here 7 was a frequent answer in our study. Eleven practices 
achieved an average score of 6.0 or above ( Table 4 ); only 
four scored lower than 5.0. Taken together, these data show 
that respondents believed that these practices represent an 
important and valid set of best practices.     

 We assessed participating organizations’ execution of best 
practices using questions about frequency of use and quality 
of execution; multiplied together, these two ratings yielded a 
performance score. The highest average performance score 
is 73 percent, for practice H3—Use an idea-to-launch process 
with decision (e.g., stage/phase) gates—and average scores 
decline fairly rapidly down to 36 percent; 45 percent of the 
practices had average performance scores below 50 percent 
( Figure 2 ). Clearly, for the “average” PPM organization, 
there is substantial room for improvement in best-practice 
performance.     

 Having established that the practices are indeed impor-
tant and that there is lots of room for improvement in 
their execution, we set out to establish a standard of excel-
lence for these practices. To do this we averaged the per-
formance scores for the top three performers for each 
practice. In every case, the averaged performance scores 
for the top three were 30 percent better, or more, than the 
average of all participants, establishing the quantitative 
gap between average performance and best-in-class per-
formance for each practice. This best-in-class standard has 
been quite useful in helping benchmarking participants 
devise and implement customized PPM improvement 
programs. 

 Arranging the results on a grid that maps average im-
portance (x-axis) against average performance (y-axis) 
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 TABLE 4 .       Practices with importance scores of 6.0 or higher  

  Practice Score  

  C3 Portfolio management results in an allocation of resources to projects and programs. 6.4 

 A1 Pursue three overarching objectives in PPM process: strategic alignment, strategic balance, and return maximization. 6.4 

 C1 All stakeholders are disciplined and reliable in following the agreed PPM processes. 6.4 

 C2 Management decision making is knowledge-based, transparent, and consistent. 6.3 

 H5 Make decisions, set priorities, and allocate resources using PPM process. 6.2 

 C5 Once portfolio decisions are made, they are supported by all involved parties. 6.2 

 D3 Measure the strategic and fi nancial value of portfolio decisions using a business case. 6.1 

 G4 Use PPM as a key decision-making process so that PPM drives the allocation of resources. 6.1 

 B1 Use clear, user-friendly reports that meet the needs of decision makers. 6.0 

 H1 Require a comprehensive business case early in the process and update it at each decision gate. 6.0 

 H2 Evaluate projects in a standardized way that combines quantitative and qualitative measures. 6.0  

  

 FIGURE 2 .       Average performance scores of top three organizations in each practice and across sample    

provides a useful perspective ( Figure 3a ). The most impor-
tant practices are those furthest to the right; those with the 
highest performance averages are toward the top. Those 
with high importance averages—greater than 5.4—have 
the most potential to add value to the PPM process. In the 
upper right of the grid are practices that have both high 
importance scores and high performance averages. This 
cluster includes a number of practices from categories G, 
organization and governance, and H, PPM process. This 
suggests that most organizations are fairly strong in these 
two categories. These practices can be considered essential 
for PPM excellence—if you are not doing them well you 
are in danger of being uncompetitive. The 11 practices in 
the lower right quadrant of the grid, which have high 
average importance scores (greater than 5.4) and low 

average performance scores (less than 46 percent), are of 
special interest ( Figure 3b ). These are practices that can 
confer competitive advantage to those organizations that 
choose to actualize them highly, since they are recognized 
as highly important but generally poorly executed. There 
are three strategy practices (category F), three resource 
management practices (category E), and two added value 
practices (category A) in this group, suggesting that these 
three categories, although recognized as important, are typ-
ically weaker than the others in terms of  average  
performance.     

 Finally let us examine how the practices that are consid-
ered important (average contribution>5.4) but have low 
average performance scores (45 percent or lower) differ by 
industry ( Table 5 ). These are practices that meet the same 



40 | Research-Technology Management Making R&D Portfolio Management More Effective   

criteria as those in the lower right quadrant highlighted in 
 Figure 3 , but applied to smaller industry subgroups. Twenty-
four practices, including at least one from every category, 
fall into this range. The Chemicals & Refi ning subgroup 
(7 organizations) has no practices that meet these conditions—
a very strong showing. On the other hand, the Engineering/
Manufacturing subgroup (6 organizations) has 18 practices 
meeting these conditions, spread across seven of the eight 
practice categories. This indicates a strong need for most 
engineering-manufacturing companies to strengthen their 
PPM process and practices. The FMCG group has 10 such 
practices and Pharma/Life Sciences only 3. Taken together, 
these data suggest that the dominant improvement targets 
for R&D organizations are 1) resource management, 2) gover-
nance and decision behavior, 3) PPM added value, and 4) 
strategy and strategic alignment. However, of the 24 prac-
tices in  table 5 , only 6 are common to two or more industry 
groups. So improvement needs differ by industry, just as 
they differ for each individual company.     

 Another analysis of weaker and stronger practice perfor-
mance categories offers further insight ( Figure 4 ). The pyra-
mid on the left shows category average performance for the 
eight practice categories for all 44 participants (R&D plus 
others). Category E, Resources, is clearly the lowest perfor-
mance category, followed by A, B, and F. So on average 
these are the practice categories that need the most im-
provement in portfolio management. The pyramid on the 
right shows the same analysis for 27 organizations doing all 
or mostly R&D projects. R&D organizations demonstrate 
stronger performance in every category, although in 

strategy they are essentially the same. Since Strategy was a 
weak category to begin with, this suggests that on average 
R&D organizations can do a much better job of aligning the 
project portfolio with business and corporate strategies. 
Also the 44% average category performance score for cate-
gory E, Resources, while better than the average of all par-
ticipants, is still the weakest category for R&D organizations 
and suggests a need for R&D organizations to improve re-
source management.     

 We found signifi cant variation in PPM performance by 
industry, particularly when similar industries are aggre-
gated. Among the 27 participants whose PPM process was 
all or mostly focused on R&D projects, there were 9 life sci-
ence organizations, 7 chemicals and refi ning organizations, 
6 engineering/manufacturing organizations (including Cisco 
Services), and 5 FMCG organizations. We examined differ-
ences among these organizations with regard to average im-
portance and performance by category. 

 There was not a lot of difference among the industry 
groups regarding the importance of particular categories 
of practices. The most important category was Behavior 
(C), with average importance scores ranging from 5.95 
to 6.38. Analytics, Reporting, and Risk Assessment (B) 
and Resource Information and Management (E) were 
considered least important, with scores ranging from 
5.09 to 5.57. 

 The differences in average performance by category 
are more interesting ( Table 6 ). The chemicals and refi ning 
subgroup is the strongest both overall and in seven of the 
eight categories. Life sciences is slightly lower overall, but 

  

 FIGURE 3 .       Best practices mapped by average importance score vs. average performance score    
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 TABLE 5 .       Average PPM performance scores by industry for critical practices  

  Practice Engineering/Manufacturing FMCG Life Sciences Theme  

  A1 Pursue strategic alignment, strategic balance, 
and return maximization.

38% Value 

 A2 Use KPIs to measure effectiveness. 45% Value 

 A4 Maximize portfolio return. 32% Value 

 A5 Communicate added value of PPM. 41% Value 

 B2 Use effective visual displays. 42% Displays 

 B4 Use mix of methods to improve decision quality. 28% Analysis Methods 

 B7 Identify bottleneck time. 29% 18% Bottlenecks 

 B9 Identify bottleneck people. 39% 35% 44% Bottlenecks 

 C2 Decision making is knowledge-based, 
transparent, consistent.

45% Decision Behavior 

 C3 PM results in allocation of resources to projects/
programs.

41% 45% Decision Behavior 

 C5 Projects prioritized according to clear rules. 28% Priorities 

 D5 Benefi t management is leveraged well. 44% 44% Benefi t Mgmt 

 E1 Identify, monitor resource bottlenecks. 34% Bottlenecks 

 E2 Manage balance between resource demand 
and supply.

33% 38% Resources 

 E3 Don’t overload pipeline or people; resource 
projects adequately.

37% Resources 

 E5 Clearly articulate relationship btwn resources, 
timelines, risk.

24% Risk 

 F1 Communicate business strategy clearly and often. 23% Strategy 

 F3 Translate strategic goals and gaps into projects. 42% 44% Strategy 

 F4 Confi rm that portfolio is suffi cient for strategy. 27% Strategy 

 G1 Ensure portfolio governance is clearly defi ned 
and understood.

36% Governance 

 G4 PPM drives allocation of resources. 41% Governance/Behavior 

 G6 Integrate PPM with other key business processes. 31% Integration 

 H5 Make decisions, set priorities, allocate resources 
using PPM process.

45% Governance/Behavior 

 H6 Measure anticipated benefi ts as part of 
PPM process.

36% Benefi t Mgmt 

 # 18 10 3   

  

 FIGURE 4 .       Comparison of performance by category for all participants vs. participants with R&D focus    



42 | Research-Technology Management Making R&D Portfolio Management More Effective   

clearly strongest in Added Value (A) and roughly equal to 
the chemicals group in behavior (C), fi nancial informa-
tion (D), and resources information and management 
(E). Yet even these two strongest industry groups are about 
20 percent below the benchmark top three. FMCG and 

engineering-manufacturing fi rms are similar in overall per-
formance, coming in about 15 points below the two stron-
gest. The performance scores for fi nancial fi rms (largely 
concerned with PPM for IT projects) are even lower in most 
categories.     

 Almost all fi rms show weaker performance in resource 
management and strategy categories than in other categories, 
even though there are differences among the industry groups. 
This reinforces the earlier fi nding that all organizations, 
including R&D organizations, should look at strengthening 
the connection between their PPM processes and strategy 
and resource management processes. 

 Of the 10 practices that have the highest average per-
formance scores across our R&D portfolio participants, 5 
are PPM process practices, 2 are fi nancial information prac-
tices, and 1 each come from the added value, strategy, and 

 TABLE 8 .       10 practices with lowest average performance scores  

  Practice Average  

  D6 Where possible, ‘‘book’’ benefi ts early by cutting budgets, limiting headcount, and including these changes 
in performance targets.

44% 

 E4 Examine alternative strategies and resource levels to achieve project objectives. 44% 

 E2 Manage the balance between resource demand and resource supply. 43% 

 E3 Do not overload the project pipeline or the people; resource projects adequately. 43% 

 B9 Identify the key bottleneck people clearly and transparently. 43% 

 D5 Good leverage of benefi t management (robust realizable benefi ts, capture all forms of benefi ts created, etc.) 43% 

 E5 Clearly articulate the relationship among resources, timelines, and risk resolution. 39% 

 B10 Identify the key bottleneck material clearly and transparently. 39% 

 F4 Confi rm that the projects in the portfolio are suffi cient for the strategy to succeed. 38% 

 B6 Measure, understand, and manage portfolio risk from global variables that impact many projects, such as oil price. 36%  

 TABLE 7 .       10 practices with highest performance averages  

  Practice Average  

  H3 Use an idea-to-launch process with decision gates. 73% 

 G5 Use cross-functional teams to ensure high quality and broad acceptance of decisions. 69% 

 H4 Require a comprehensive business case early in the process and update it at each decision gate. 67% 

 D1 Monitor a mix of fi nancial information (NPV/eNPV/etc.). 66% 

 H2 Evaluate projects in a standardized way that combines quantitative and qualitative measures. 65% 

 A3 Use a value/return measure that is aligned with shareholder value (e.g., eNPV). 64% 

 D3 Measure the strategic and fi nancial value of portfolio decisions using a business case. 63% 

 F5 Use strategic buckets to avoid confl icts between projects from different buckets. 62% 

 H5 Make decisions, set priorities, and allocate resources using PPM processes. 62% 

 H1 Use a consistent PPM process, language, and tools across all levels and functions. 61%  

Many participants have made signifi cant 

changes to their PPM processes and 

practices as a result of what they learned 

from this benchmarking.

 TABLE 6 .       PPM practices across industries  

  Practice Category Chemicals (7) Life Sciences (12) FMCG (5) Engineering (8) Finance (7) Top 3  

  A 56% 63% 49% 41%  36% 89.6% 

 B 62% 55%  38%  36%  30% 86.1% 

 C 63% 62% 47% 43% 46% 88.5% 

 D 67% 61% 46% 48% 48% 92.1% 

 E 52% 51%  35%  36%  23% 80.9% 

 F 53% 45% 49% 47% 49% 86.5% 

 G 67% 64% 49% 46% 47% 90.3% 

 H 71% 65% 52% 52% 41% 89.4% 

  All Practices 62% 58% 45% 43% 40% 88.0%  
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governance categories ( Table 7 ). Notably absent from this list 
are any behavior practices, despite their very high impor-
tance. This may be because the PPM process owners have 
only limited infl uence on management decision behavior.     

 It is also interesting to ask which practices have the low-
est average performance. Of the 10 lowest, 4 are Resources 
Management practices, 2 are Bottleneck Management prac-
tices, 2 are Financial Information practices, 1 is a Strategy 
practice, and 1 a Risk Assessment practice ( Table 8 ). This 
reinforces the improvement needs illustrated by our analy-
sis and highlights again the general need to be stronger in 
connecting PPM with resource management.       

 Caveats, Conclusions, and Recommendations 
 The benchmarking study, as described here, has produced a 
number of interesting and useful fi ndings and conclusions. 
Each participating company has received a number of rec-
ommendations customized to its specifi c situation and 
driven by how it compares to the group as a whole and to 
top performers. Many of those participants have made sig-
nifi cant changes to their PPM processes and practices as a 
result of what they learned from this benchmarking. These 
potential benefi ts are available to all readers who may want 
to use the fi ndings and the data in this paper to drive PPM 
improvement programs. 

 Participants have also raised several issues. First, like any 
survey-based methodology, the analysis and conclusions 
are based on subjective assessments. The validity of these 
assessments is a function of the knowledge and objectivity 
of the individuals providing the assessments. We worked 
carefully with participants to ensure this, but in the end it 
remains subjective. Second, differences among the different 
participants may be so large that the average assessments of 
the population have little signifi cance. A statistical analysis 
of the different assessments of all participants for all 50 
practices shows that the standard deviations around the av-
erage contributions are about 22 percent and around the 
average performance scores 45 percent. This does not mean 
the data is invalid, since the participating organizations are 
at very different states of PPM maturity, but does suggest 
the wisdom of avoiding sweeping generalizations based on 
the analysis presented here. 

 Third, each organization is unique, and the general con-
clusions of this paper may not apply to any specifi c organi-
zation. Therefore organizations will obtain maximum 
benefi t by completing the same benchmarking survey in-
strument that other organizations have completed to see 
how they compare to peer groups and best-in-class perfor-
mance. Finally, it is virtually impossible to prove conclu-
sively that better PPM yields better bottom-line results, 
largely because those results are ultimately delivered by 
downstream organizations that must accept and implement 
the assets and capabilities delivered by R&D PPM. We pres-
ent some intriguing evidence from the pharma industry, but 
defi nite causality is elusive. 

 Offsetting these caveats are several strengths of the ap-
proach taken. Subjective assessment is simple, and it takes 

only several hours to complete the extensive benchmarking 
questionnaire. The specifi c organizational analysis can be 
completed fairly quickly (several days), providing a data-
based view of how a PPM group is performing relative to 
peers. This analysis includes numerous recommendations for 
improvement based on the assessments provided, which the 
organization can then subject to its own “gut feel” test to see 
if they make sense. Several of the participants have said they 
personally knew in advance the types of improvements they 
should make but had trouble convincing senior management 
without evidence. This benchmarking helped them provide 
that evidence (despite the caveats above). In short, we believe 
the strengths of the approach far outweigh the caveats. 

 We conclude that the 50 best practices in this study, al-
ready identifi ed as important in prior studies, are also con-
sidered highly relevant and important by these 27 R&D 
organizations (as well as the 17 non-R&D PPM organiza-
tions). The Resource Management category is the weakest 
practice category across the board and probably needs im-
proving in many R&D organizations. Strategy practices, 
fi rst having a clearly articulated strategy and then aligning 
the R&D project portfolio with that strategy, also need im-
provement in many organizations. Finally there are very 
signifi cant performance differences across industry sub-
groups, by category as well as by individual practices. And 
there are signifi cant differences among the individual orga-
nizations with each industry sub-group, so each individual 
PPM organization must assess its own situation carefully 
against the general recommendations presented here. 

 All R&D PPM organizations should review their own 
PPM processes against the broad areas of weak performance 
identifi ed in this study. You may or may not be weak in 
these areas, but they are certainly good places to begin a 
critical self-examination. Those who are more ambitious 
can score themselves on all 50 practices and use the data 
presented here to fi nd out where they are above and below 
average and make improvements accordingly. We intend to 
continue gathering benchmarking data from additional or-
ganizations, industries, and functional subgroups to refi ne 
and further validate our fi ndings and conclusions and 
would welcome any readers who would like to join the full 
benchmarking database and compare their PPM processes 
to that of the top-performing companies. 

  The PPM Accelerate portfolio management best-practices bench-
marking study was co-sponsored by Nolan Norton & Co. of Zeist, Hol-
land, and Value Creation Associates of Redwood City, California, USA.      

All R&D PPM organizations should 

review their own PPM processes against 

the broad areas of weak performance 

identifi ed in this study.
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