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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

fenance are
bded for the
ce with the

editgrial rules of the ISO/IEC Directives, Part 2. www.iso.org/directives

Atteption is drawn to the possibility that some of the elements of this documént-may be the subject of
patept rights. ISO shall not be held responsible for identifying any or all suchrpatent rights. Details of any
patept rights identified during the development of the document will berin the Introductiop and/or on
the SO list of patent declarations received. www.iso.org/patents

Any|trade name used in this document is information given for thé convenience of users ajnd does not
congtitute an endorsement.

For pn explanation on the meaning of ISO specific terms*and expressions related to|conformity
assepsment, as well as information about ISO’s adherencette’the WTO principles in the Technical Barriers
to Tade (TBT), see the following URL: Foreword - Supplementary information

The committee responsible for this document is Technical Committee ISO/TC 258, Project,|programme
and portfolio management.
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Introduction

This International Standard provides guidance on the principles of project and programme portfolio
management. Typically, management of a project and programme portfolio supports the organization’s
strategies to deliver organizational value.

This International Standard is intended to be used by:

a) executives and senior managers responsible for setting and implementing organizational strategy
and business planning;

b) decisio
portfol

c) teams
portfol

d) project

Vi

h makers responsible for selecting, authorizing and governing projects, programmes
0s;

ind individuals responsible for implementing and managing the project and progra
0s;

and programme managers and other stakeholders.

and

mnime
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Project, programme and portfolio management —
Guidance on portfolio management

1 Scope

This International Standard provides guidance on the principles of project and programme portfolio

man|
priv

The
envi

This
or g¢

pgement. This International standard 1s relevant to any type of organization includipg public or

hte and any size organization or sector.

guidance presented in this International Standard is intended to be adapted to”suit
ronment of the project and programme portfolio.

International Standard doesnotprovide guidance on project management, programme m
neral business portfolio management (e.g. financial portfolio management).

2 Terms and definitions

Fort
tern

2.1
port
colld
in p3
2.2
port
proj
2.3

port
pers

Supp

the specific

anagement,

he purposes of this document, the following terms and definitions apply. For ease of readability, the

“portfolio” is used throughout this document to mean:project and programme portfo

folio
ction of portfolio components grouped together to facilitate their management to meet
rt, an organization’s strategic objectives

folio component
ect, programme, portfolio, or otherrelated work

folio manager
on or organization responsible for applying portfolio management to a portfolio W
orted by a portfolio fnahagement team

2.4
stra

egic alignment

resuflt of selecting-and adjusting portfolio components to contribute to accomplishing an or
strategic objéctives

3

=

10°.

in whole or

'ho may be

banization’s

rinciples of portfolio management

3.1

Context and need for portfolio management

An organization’s strategic objectives, as well as other organizational considerations such as market
or financial, guide the decision to implement portfolio management. When deciding whether to adopt
portfolio management, each organization’s context will depend on considerations such as:

a) an evaluation of the impact of introducing portfolio management into the organization, including
the organization’s capability to absorb changes in terms of structure, responsibilities and culture;

b) an assessment of the threats and opportunities associated with the implementation of portfolio
management.

© ISO 2015 - All rights reserved
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As Figure 1
strategicall
environmer
1) enable

2) optimiz
3) maxim
4) identify
5) providg
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o Portfolio Management Benefits
o | Potential | Portfolio
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o | | /
o]
o]
o) /\ /\
Capability Stakeholders

and Capacity

Figure 1 — A view of portfolio managementin context

illustrates, portfolio management addresses the need)for a consistent approach to ma
y aligned projects, programmes, portfolios and other related work within an organizat
t of varying complexity and uncertainty so as to:

nvestment in portfolio components to be alighed with the organization’s strategy;
e organizational capability and capacity;

ze benefits from investment;

and manage stakeholders’ expectations;

visibility of portfolio component activity and status.

hage
onal

The principlles described should\be applied regardless of the organizational environment. In addition,

for portfoli
prerequisit

3.2 Over

s that should be in place to support portfolio management.

view of portfolio management

3.2.1 POI‘ItfoliO management

Portfolio management should include a set of interrelated organizational processes and method

0 management to.imaximize benefits aligned to the organization’s strategy there

are

which an organization allocates resources to implement its strategic objectives.

s by

Portfolio management aligns the portfolio components with an organization’s strategic objectives,
stakeholder priorities, and values such as sustainable practices and ethical principles. As shown in
Figure 2, portfolio management may also be described as a continuous decision-making process,
whereby an organization’s list of portfolio components is subject to periodic review for alignment with
the organization’s strategy. In this approach, new opportunities or threats are evaluated, selected,
prioritized and authorized. Portfolio components may be modified, accelerated, postponed or terminated.
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Portfolio Management

o ;T — Identify
Strategic alignment .
o [ ] Define
o) | Organizational | Assess
I . .
Threats and | values | Prioritize Maximized
opportunities : Risk tolerance l - Benefits
0 .
o) | Resource capacity | Align
10 | | Evaluate
Capabititiesamd
° l constraints , S
0 Balance

______—

Figure 2 — A view of portfolio management

3.2.2 Portfolio structure

of s¢veral lower-level portfolio components, as illustrated in Eigure 3. There are other r¢lationships
not illustrated in Figure 3, such as regarding resources, techiology and communication. The portfolio
strufture represents a ‘snapshot’ of portfolio components and'is reflective of the strategic gbjectives of
the grganization to which it is aligned.

A p(%lrtfolio may be structured as a hierarchy in which higher-level(portfolio components gre made up

Portfollo
(____L__T
Programme Pro;ect Portfoho | Other related |
I L_fwork
Programme Project ((_)ther relatea Project Programme Portfolio ((_)ther relatea
L work _J work _J

Figure 3 — Example of a portfolio structure

The ptructure within the portfolio may include a minimum of two portfolio components.

3.2.3 ~ CGapabilities and constraints

Portfolio capability is the ability of the organization to apply resources to achieve strategic objectives.

Decision makers should determine if the work within the portfolio can be accomplished. An organization
should provide and maintain the capabilities it needs to run the organization in its current state and to
implement the necessary changes to move it towards its strategic objectives.

A portfolio constraint may keep the portfolio from achieving the envisioned strategic objectives or
cause the strategic objective to be modified or reprioritized. Constraints can originate from internal
or external sources. The organization should have direct control over internal constraints, however the
organization may only be able to influence, comply with or react to external constraints. Constraints
may include factors such as governance, resources, social responsibility, culture, risk tolerance,
sustainability and legal or regulatory requirements.

© IS0 2015 - All rights reserved 3
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3.2.4 Opportunities and threats

Opportunities and threats can come from the strategy, customer requests, evolution of offerings, or
internal improvements. In some cases the identification of opportunities and threats may be part of
portfolio management. The response to opportunities or threats may lead to one or more new portfolio
components or may modify one or more existing portfolio components.

An organization should define the boundaries between strategy and portfolio management, so that it is
clear how they influence each other. The strategic objectives should determine what opportunities and
threats should be addressed and prioritized. Opportunities or threats may redefine the strategy.

3.3 Role

5 and responsibilities

3.3.1 General principles

Decision m4
the owners
actions and
should be d
competent

should dem

decisions and is limited to the portfolio and its components. Other roles and responsibi

efined together with the limits of any assigned authorities. Portfolig-management req

ndividuals applying their knowledge and experience. Executivessand senior manage
bnstrate leadership and commitment with respect to portfolio management.

3.3.2 Defiining decision rights for portfolio content

Roles, resp
decision-ma
should be d

a)

executi
busines

b) decisio
<)

d)

managg

stakehg

3.4 Stakg

Stakeholder
involved in
programmese
identificatic

onsibilities, authorities and accountabilities should” be assigned to enable consi
iking across the organization to support effectiveé“portfolio management. Decision r
pfined for:

s planning;
n makers who authorize changes to@portfolio;
rs who direct the day to day activities of the portfolio, within agreed limits;

lders who support decisionrmaking.

rholder engagement and management

strategic afid-business planning, project and programme management and proje
management offices. Other stakeholders should be identified through an agreed stakeh
n and.analysis process.

4 Prere

jaisites for portfolio management

ves and senior managers responsible for setting and evaluating organizational strategy

engagementc«and management should be performed. Stakeholders may include t

kers should be assigned their authority, accountability and responsibility to-.take actions by
or legal entity controlling the organization. Such authority should be assigned for sp¢

cific
ities

Tnires
ent

q

tent
ghts

and

hose
t or
¢lder

4.1 Overview

This clause addresses the prerequisites that an organization should meetin order to set up and maintain
portfolio management. Addressing these prerequisites should involve:

a)
b)

c)

consideration of positive and negative benefits for the organization;
assessment of positive or negative impact on the organization, both internally and externally;

set up and readiness for implementation.
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Portfolio management requires an investment of resources. There should be a justification of this
investment. This justification should address the need, the benefits and the cost of the investment, as
well as the alignment to one or more strategic objectives. The degree of formality for presenting this

justi

4.3

fication may vary from organization to organization.

Portfolio management framework

The portfolio management framework could define the means by which the organization would

dete

mine and decide which components should be prioritized and included in the portfolio

r removed.

The

4.4

The
com

a)
b)
c)
d)

4.5
Crite

critd
The

The
a)

b)

‘)
d)

e)

framework should also define how resources will be allocated to those components.

Types of portfolio components

organization should determine the types of work that will be included ®t-excluded
bonents, as well as criteria that should be used to identify them. These should include:

[ypes of projects;
fypes of programmes;
bther portfolios;

bther related work.

Criteria for selecting and prioritizing portfolio components

ria for selection and prioritization of portfolio components should be defined and verif]
ria should reflect defined portfolio objectives that should align with the organizatior]
criteria should also reflect the values, principles, other organizational policies and target

definition and documentation of-sugh criteria should reflect that:
realizing specific benefits;

Fisk exposure;
h balanced portfelio is maintained;

h structured-and consistent method is followed for evaluating and aligning the mix
Components;

Comparability exists among portfolio components of different types.

hs portfolio

iable. These
al strategy.
ed benefits.

selected portfolio components support the organization in achieving its strategic objectives and

h method is available-toevaluate to what extent the portfolio is in alignment with the tolerated

of portfolio

4.6

Alignment with organizational processes and systems

Portfolio management processes and systems should be aligned with the following organizational

proc

esses and systems:

a) performance reporting processes and systems;

b) resource management processes and systems;

c) risk management processes and systems;

d) financial management processes and systems;

e) projectand programme management processes and systems;

© ISO 2015 - All rights reserved
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f)

commu

nication methods and cycles;

g) business planning and systems.

4.7 Visibility of the portfolio

A management system should be defined and established to provide visibility and relevant information to
the decision makers. The management system should provide status and overview of the following elements:

a)

b) resourg
c) alignm
d) benefit
e) current
The managg
1) enable

2) align and coordinate with existing processes and systems;

3)

4.8 Portiolio performance reporting structure

A performalnce reporting structure and method with measurement criteria should be establishg
monitor ach
reporting fq

a) enable
b) enablet
c) enable
d) alignth
e) integr.a
organiz
f) enable
g) report{
49 Imp

portfolio components;

provide

eMamagentent;
bnt with strategic objectives and other intended benefits;

5 status and realization;

risk exposure that the portfolio generates for the organization as a whole.
bment system should:

bortfolio reporting;

visibility of selected and potential portfolio components:.

ievement of portfolio objectives and organizational strategic objectives. This should ind
r the portfolio as a whole and for each,component to:

ecision making and provide timely(alerts of performance variances;

racking of schedules, costs)contributions, benefits, risks and resourcing;
e reporting cycle with'the cycle of portfolio component development;

Le the reporting-eycle with the project or programme life cycle processes used by
ation;

reporting-itérations of the portfolio and the progress towards acquiring benefits;

he status of the risk exposure of the portfolio for the organization.

oving portfolio management

d to
lude

he organization to continuouslyimprove strategic financial forecastingand benefitsrealization;

the

The organization should continually improve the suitability, adequacy, effectiveness and efficiency of
portfolio management.

The organization should:

a)

evaluat

e the effectiveness of the portfolio management framework;

b) determine and prioritize improvements to be implemented.
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The means of governance should be established and may include policies, legal considerations, processes,
roles and responsibilities, procedures, values, principles and other organizational guidance.

Refer to Annex A for further information on this topic.

5 Managing portfolios

5.1

Overview

This
basi
straf

eval
Furt
eval

5.2

clause describes what should be performed as portfolio management is undertaken on
5. Portfolio management should serve as a continuous, seamless mechanism to alignpoj
egic objectives, maximize benefits, fulfil commitments and make decisions,based on

acczlzate data.
To build and manage a portfolio effectively, portfolio components should‘be*continuousl)

hated, selected, and authorized; and the status and performance of the'portfolio regular
her, continuous alignment of the portfolio with business strategies and objectiveg
hation and control of the balance of the portfolio against a numbeér of criteria should be

Defining the portfolio

Usinlg past and current performance and future goals, théyorganization should identify th

of tH
be s
cons

5.3
The
a)

b)
5.4
A plg

e portfolio. Once agreed, these objectives should-be kept under change control. Obj

traints such as the organization’s risk toleranece.

Identifying potential portfolio components
prganization should continually idefitify and map potential portfolio components by:
ronducting an overview of the selected and potential portfolio components;

mapping the selected and(potential portfolio components to the organization’s strategi

Defining the portfolio plan
in should be established for the portfolio and its development regarding:
the existingzand potential portfolio components and their mapping to the strategic objg
the targeted benefits of the portfolio components;

iWhat new benefits and capabilities are to be achieved or in place, by the costs and time

an ongoing
tfolios with
timely and

i identified,
ly reported.
as well as
maintained.

b objectives
bctives may

bt for different time periods, ranging from immediate to longer term and should take into account

" objectives.

ctives;

cales;

d) the interdependencies between portfolio components.

The final selection of the portfolio components should be dependent upon the stated strategic objectives
of the organization, as well as other considerations.

Following determination of the current state, the organization should determine those portfolio
components that will comprise the portfolio. This action may be done for more than one portfolio. The
portfolio may exist for the purpose of organizational divisions, geographic distinction, or other purpose
determined to be appropriate by the organization.

The frequency for updating the plan depends on the nature of the organization and the speed with
which the environment it operates within is changing.

© ISO 2015 - All rights reserved
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Validation of alignment of the portfolio components should be done whenever the plan is updated as well

as when the strategic plan is reviewed or modified.
5.5 Assessing and selecting portfolio components

5.5.1 Overview

Potential portfolio components are categorized, evaluated, selected, aligned, authorized and prioritized.

These steps require that criteria and methods be defined and captured.

Selection and-alig of ¢ olio compc be do 0 ble 2 hala portfolic
maximizes [the probability of achieving organizational objectives. Such actions will further opti

tolerance. Sgelection should match resource demand.

5.5.2 Assessing current state

To build apd manage a portfolio, the current list and state of portfolio components shoul
assessed, ipcluding:

a) documgnting relevant information on portfolio components;
b) categorizing portfolio components based on the defined criteria;
c) evaluatiing current resource allocation, availability and constiaints;

d) identifying interdependencies among the portfolio compotrents.

5.5.3 Selecting portfolio components

Potential p¢rtfolio components should be selected for inclusion in the portfolio by the results o
evaluation pf their contribution to strategic objectives, using the established selection criteria.
selection infludes assigning a priority to eachof the potential portfolio components and balancin
overall content by:

a) the congribution to achieve stratégic objectives;

b) the ranking of the contribution to strategic objectives;
c) the expjosure to inherentxisk;

d) the ranking of the exposure to inherent risk;

e) theimpact on.available resources;

f) the impact'en the portfolio’s risk exposure;

that
mize
risk

1l be

[ the
This
b the

g) thecapacityand capability ofthe organizationtoabsorb the totality ofthe changesfromall components.

5.6 Validating portfolio alignment to strategic objectives

5.6.1 Overview

Organizations should establish strategies to accomplish their objectives, consistent with their vision,
mission and values. Changes in any of these factors may result in modification to the organization’s
strategy, but also updates in the portfolio framework and plan. Portfolio components should realize
benefits related to the strategic objectives. Aligning between organizational strategy and the intended

benefits should be a continuous activity. See Figure 4.

8 © IS0 2015 - All rights res
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5.6.2 Alignment with strategic objectives

In otjder to enable continuous strategic alignment of the portfolio, the portfolio manager sh

a)
b)

5.6.3 Maintaining alignment with risk tolerance and resource capacity and capability

ISO 21504:2015(E)

[Organizationalw ( Strategic 1 (Opportunitiesw ( Portfolio \ ( Benefits J
Strategy Objectives and Threats Components
PR )L )L )L

I --- Continuous Alignement --- I

Figure 4 — Continuous alignment of strategy and benefits

dentify which strategic objectives are relevant to the portfolio;

fake action to monitor and control the portfolio’s alignment with theestablished strategi

puld:

C objectives.

In o1fder to enable continuous alignment of the portfolio to théorganization’s risk tolerance ajnd resource

capdcity and capabilities, the portfolio manager should:

a)
b)
)
d)

e)

5.6.4 Documenting andevaluating results of alignment actions

In ofder to maintajn.portfolio change control, the portfolio manager should:

d)

dentify the tolerated risk exposure level of the arganization;
bvaluate to what extent the portfolio is in aligiiment with the tolerated risk exposure lg
hlign portfolio risk exposure with the tolerated organizational risk exposure;

maintain alignment of cumulative-portfolio risk with the value created from thg
hchievement of strategic objectives;

Hetermine that sufficient resgurce capacity and capability exists to manage the portfoli
Folerated risk exposure leyel:

Hocument the-alignment of the portfolio to strategic objectives;
Hocunrent the alignment of the portfolio within risk tolerance;

Hocument their decisions and the results of their actions;

vel;

successful

b within the

evaluate the results and impacts of their actions.

5.7 Evaluating and reporting portfolio performance

5.7.1 Overview

Performance metrics should be relevant to the portfolio and the strategic objectives to whichitis aligned.
This action contributes to the reporting that will be required in managing the portfolio. Reporting
should be timely and valuable for the portfolio stakeholders. Attention should be paid to the quality of
information on which portfolio performance is evaluated and reported.
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5.7.2 Establishing the portfolio performance measurement baseline

In order to manage the performance of the portfolio, the portfolio manager should establish, use or
integrateexistingsystemswithmetricsand performancebaselinesthatmeasureboth portfoliocomponent
specific and aggregate level portfolio performance. Portfolio performance measurements should be used
to enable the portfolio manager to ensure that the total investments of all portfolio components are on
track to achieve individual and aggregate level benefits and value to strategic objectives.

Portfolio performance metrics are specific to the strategic objectives to which the portfolio is aligned
and to the organization and should include:

tfl Y BPRPiLL Py S gy P Y 1o Ladl s Laica ial o EIaOIaCO
a por O J \,UllllJUll\'llL OlJ\'\,lll\' IIICLIICO Adauulrl \.»Oollls SCIICUUIL, LU UIIITIva ICIAl l,l\'l IV IIIAaIIcy,

b) aggregate level portfolio measures tracking the overall health of the portfolio, value creationf and
benefit§ realization;

c) performance indicators alerting portfolio management of resources utilization, issués and risKs.

5.7.3 Managing portfolio performance

In order to éffectively manage the performance of the portfolio, the portfoliomahager should underftake
activities ta:

a) track pprtfolio component level performance;
b) track oyerall portfolio performance;

c¢) maintajn a portfolio measurement baseline;
d) track contributions of portfolio benefits and comparethem with the current strategic objectivgs;
e) providgforecasting, including but notlimited toresource and capacity utilization and strategy and|risk.
Further, to jnanage performance of the portfolio,the portfolio manager should also analyse:
1) both top-down and bottom-up the portfolio component composition, alignment and performaice;

2) theimpactofindividual portfolio€omponent performance on the performance of the entire portfolio
and achievement of prioritized(strategic objectives;

3) the imgact of the interaction among the portfolio components and the impact of these interactions
on the performance of the portfolio.

5.7.4 Reporting portfolio performance
In order to provideappropriate information to stakeholders, the portfolio manager should:

a) performportfolio reporting;

b) maintain a reporting cycle;

c) integrate the reporting cycle across the portfolio.

5.7.5 Managing the integration of benefits

In order to improve the likelihood that the benefits are realized by the portfolio components and to
enable future actions of the portfolio or the general operations of the organization, the portfolio manager
should verify the following:

a) identification of benefits;

b) identification of benefits realization timeframe;

10 © IS0 2015 - All rights reserved
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