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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

elect

The

desc
diffe
editd

rotechnical standardization.

proteatfres—Hsea—to—aeverop—ta e ehtana—tn ~—irrefrdea—tor— trther—+aatiatenance are
ribed in the ISO/IEC Directives, Part 1. In particular, the different approval criterianeeded for the
Fent types of ISO documents should be noted. This document was drafted in acéordance with the
rial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention is drawn to the possibility that some of the elements of this documént may be the subject of

patel
any

it rights. ISO shall not be held responsible for identifying any or all such patent rights. Details of
atent rights identified during the development of the document will be in the Introdug¢tion and/or

on tHe ISO list of patent declarations received (see www.iso.org/patents);

Any trade name used in this document is information given for the'éonvenience of users gnd does not

consfitute an endorsement.

For an explanation of the voluntary nature of standards; the meaning of ISO specifi¢ terms and

exprgssions related to conformity assessment, as wellvas information about ISO’s aglherence to

the World Trade Organization (WTO) principles in‘the Technical Barriers to Trade| (TBT), see

www.iso.org/iso/foreword.html.

This|document was prepared by Technical Committee ISO/TC 258, Project, programme qnd portfolio

mandgement.

This|second edition cancels and replacesthe first edition (ISO 21504:2015), which has been technically

reviged. The main changes are as follows:

— {ferms and definitions, figures and the text have been aligned with ISO 21500:2021 and
1SO 21502:2020.

Any feedback or question$ on this document should be directed to the user’s national standards body. A

complete listing of theseZbodies can be found at www.iso.org/members.html.
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Introduction

This document provides guidance on the principles of project and programme portfolio management.

Typically, management of a project and programme portfolio supports the organizational strateg
deliver value.

This document is intended to be used by:

ies to

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

and business planning;

b) decision-makers responsible for selecting, authorizing and governing projects, programmeg and

portfolips;

c) teams gnd individuals responsible for implementing and managing the project and; pfogramme

portfolips;

d) project hnd programme managers and other stakeholders.

vi © IS0 2022 - All rights reserved
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Project, programme and portfolio management —
Guidance on portfolio management

1 Scope
This document gives guidance on the principles of project and programme portfolio management. This
docurent fs Tetevarnt to any type of orgamnization inctuding public or private amd amny size grganization
or sector.

The guidance presented in this document is intended to be adapted to suit the specific enyironment of
each|project and programme portfolio.

This|document does not provide guidance on project management, programme managemeént, or other
specific types of portfolio management (such as financial portfolio managément).
2 Normative references

Therk are no normative references in this document.

3 Terms and definitions
For the purposes of this document, the following terms and definitions apply.
ISO gnd IEC maintain terminological databases-for use in standardization at the following dddresses:

— ISO Online browsing platform: available at https://www.iso.org/obp

— IEC Electropedia: available at https://www.electropedia.org/

3.1
baseline
referfence basis for comparison against which performance is monitored and controlled

[SOURCE: ISO/TR 21506:2018, 3.5]

3.2
benefit
created advantage, value or other positive effect

[SOURCE: ISO/TR 21506:2018, 3.6]

3.3
governance
principles, policies and framework by which an organization is directed and controlled

[SOURCE: ISO/TR 21506:2018, 3.25]

3.4

governing body

person, group or entity accountable for the governance (3.3) of an organization, organizations or a part
of an organization

[SOURCE: ISO/TR 21506:2018, 3.26]
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3.5
outcome
change resulting from the use of the output from a project (3.12) or programme (3.10)

[SOURCE: ISO 21502:2020, 3.13, modified — “or programme” have been added.]

3.6

portfolio

collection of portfolio components (3.7) grouped together to facilitate their management to meet
strategic objectives

[SOURCE: ISQ/TR 21506:2018 3 42]

3.7
portfolio component
project (3.12), programme (3.10), portfolio (3.6), or other related work

[SOURCE: ISO/TR 21506:2018, 3.43]

3.8
portfolio manager
person appg¢inted with the accountability and responsibility for a portfolio (3.6) to meet strategic
objectives

[SOURCE: ISO/TR 21506:2018, 3.46]

3.9
portfolio management
coordinated activities to direct and control the accomplishmeént of strategic objectives

[SOURCE: ISO/TR 21506:2018, 3.45]

3.10
programme
group of prggramme components managed in/a coordinated way to realize benefits (3.2)

[SOURCE: ISO/TR 21506:2018, 3.50]

3.11
programme management
coordinated activities to direct.and control the realisation of identified benefits (3.2) and deliveraljles

[SOURCE: ISO/TR 21506;2018, 3.54]

3.12
project
temporary dndéavour to achieve one or more defined objectives

[SOURCE: I1SO ZT502:2020, 3.20]

3.13
project management
coordinated activities to direct and control the accomplishment of agreed objectives

[SOURCE: ISO 21502:2020, 3.24]

3.14

stakeholder

person, group or organization that has interests in, or can affect, be affected by, or perceive itself to be
affected by, any aspect of a project (3.12), programme (3.13) or portfolio (3.6)

[SOURCE: ISO/TR 21506:2018, 3.79]
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strategic alignment
result of selecting and adjusting portfolio components (3.7) to contribute to accomplishing the strategic
objectives of an organization

4 Principles of portfolio management

4.1

Context and need for portfolio management

The strategic objectives of the organization, as well as other organizational considerations such as

marH
by th
as:
a)
1
b)
Figu
The
weal
can |

components being initiated. The outcomes, outputs and deliverables from the portfolio com
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]:)timize organizational capability:and capacity;

provide visibility of pontfolio component activity and status.

et or financial circumstances, guide the decision to implement portfolio management.
e organization to adopt portfolio management depends on its context and on congside]

he impact of introducing portfolio management into the organization, including the
he organization to absorb changes in terms of structure, responsibilities’and culture;

he threats and opportunities associated with the implementation ofipértfolio manage

e 1 illustrates the context and environment within which portfolio management
prganizational strategy should be used to identify, document and evaluate opportunit
nesses and strengths, which can help inform future action: Selected opportunities
pe further examined and justified in business cases, which can result in one or md

cted to realize benefits for the sponsoring organization, as well as for external stakehq

olio management enables a consistent approach*for managing the components of the
" to:

bnable investment in portfolio components aligned with the organizational strategy;

aximize benefits from investment;

dentify and manage stakéholders’ expectations;

buidance in thissdocument can be applied in any organizational environment. In {
olio management to maximize benefits aligned to the strategy of the organizatio
bquisites that'should be in place to support portfolio management (see Clause 5).
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C‘_”_'t_r _'IZ ute to Strategy, Assess Opportunities, >
Objectives Threats

Develop l
' < Requirements, >
Benefits Business cases
’ Define
Realize
Portfolios,
Programmes,
Projects
Outcomes, \  Accomplish
Outputs, <
Deliverables
NOTH Opportunities and threats are seen from a strategic perspective,

Figure 2 — An example of strategy implementation

4.2.2 Portfolio structure

A portfolio should be structured as a hierarchy in which higher-level portfolio components are made
up of lower-level portfolio components, as illustrated in Figure 3. There are other relationships not
illusfrated in Figure 3, such as resources, technglogy and communication. The structure of the portfolio
repre¢sents a “snapshot” of portfolio companents and is reflective of the strategic objedtives of the
orgahization to which it is aligned.

The §tructure within the portfolio shbuld include a minimum of two portfolio components.

[ Organization ]

{Pragramme} [ Project J [rela?etge\;orkJ [ Project J[rela(géc e\fmrk}

{ |

[Programme} [ Project J [rela(t)etge;;ork

Figure 3 — An example of the relationship between projects, programmes and portfolios

4.2.3 Capabilities and constraints
Portfolio capability is the ability of the organization to apply resources to achieve strategic objectives.

Decision-makers should determine whether 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 can prevent 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, it

© IS0 2022 - All rights reserved 5
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is possible that the organization is only able to influence, comply with or react to external constraints.
Constraints can include factors such as governance, resources, social responsibility, culture, risk
tolerance, sustainability, and legal or regulatory requirements.

4.2.4 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 can be part of
portfolio management. The response to opportunities or threats can lead to one or more new portfolio
components being initiated or can modify one or more of the existing portfolio components.

An organizdfion should define the boundaries between strategy and portiolio management, so that it is
clear how tHey influence each other. The strategic objectives should determine what opportunitie$ and
threats shouyld be addressed and prioritized. Opportunities or threats can lead to the strategy being
redefined.

4.3 Roles

4.3.1 Gen

Decision-m3

and responsibilities

eral principles

kers should be assigned their authority, accountability and’ responsibility to take ac

by the ownlers or legal entity controlling the organization. Such atthority should be assigne

specific acti
Other roles
Portfolio m
Executives
portfolio m3

4.3.2 Def

pns and decisions, and the authority should be limited.to¢the portfolio and its compon
hnd responsibilities should be defined together with the limits of any assigned author
anagement requires competent individuals applyihg their knowledge and experi
ind senior management should demonstrate leadership and commitment with respg
nagement.

Ining decision rights for portfolio content

Roles, resp

sibilities, authorities and accountabilities should be assigned to enable consistent deci

0
making acr([;s the organization to support €ffective portfolio management. Decision rights shou

defined for:

a)

executiy

Fes and senior managers responsible for setting and evaluating organizational strategy

businesk planning;
b) decision-makers who authofize changes to a portfolio;
c) managers who direct,thé day-to-day activities of the portfolio, within agreed limits;
d) stakehdlders whosupport decision-making.
4.4 Stakeholder engagement and management

tions
d for
ents.
ities.
ence.
ct to

sion-
Id be

y and

Stakeholder engagementand management should be performed. Stakeholders can include those involved
in strategic and business planning, project and programme management, and project or programme
offices. Other stakeholders should be identified through an agreed stakeholder identification and
analysis process.

5 Prerequisites for portfolio management

5.1 Overview

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

a)

consideration of benefits for the organization;

6 © IS0 2022 - All rights reserved
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b) assessment of positive or negative impact on the organization, both internally and externally;

‘)

5.2

set up and readiness for implementation.

Justification for portfolio management

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
justification can vary from organization to organization.

5.3

The
and

Portfolio management framework

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

5.4
The

Types of portfolio components

organization should determine the types of work to be included or excluded

components, as well as criteria that should be used to identify them.“The type of work shou

a)
b)
‘)
d)

5.5

tlypes of projects;

lypes of programmes;

Ither portfolios;

ther related work.

Criteria for selecting and prioritizing portfolio components

portfolio management framework should define the means by which the organization| determines
lecides which components should be prioritized and included in the portfelio or rgmoved. The

hs portfolio
[d include:

Critgria for the selection and prioritization of portfolio components should be defined anfd verifiable.
Thesg criteria should reflect the objectives of the portfolio and align with the organizatio

hal strategy.
nd targeted

ectives and

by a defined

The [criteria should also refle¢t~the values, principles, other organizational policies a

benefits.

The definition and documentation of such criteria should reflect that:

a) gelected portfolic_components support the organization in achieving its strategic ob
fealizing specific benefits;

b) the portfalio falls within the tolerated risk exposure of the organization as determined
methed;

c) abalanced portfolio is maintained (see 6.8);

d) a structured and consistent method is followed for evaluating and aligning the mix
components;

e) comparability exists among portfolio components of different types.

5.6 Alignment with organizational processes and systems

of portfolio

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

a)
b)

organizational governance;

performance reporting processes and systems;

© IS0 2022 - All rights reserved
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resource management processes and systems;

risk management processes and systems;

financial management processes and systems;

project and programme management processes and systems;
communication methods and cycles;

business planning and systems.

5.7 Visib

A managem

to the decision-makers. The management system should provide status and overview of:

a) portfoli
b) resourc
c) alignmg
d) benefitg
e) current

The managsg
— enable |
— align an

— provide

5.8 Portf]

A performag
and establij
the organiz

lity of the portfolio

bnt system should be defined and established to provide visibility and relevantinferm

p components;

e management;

nt with strategic objectives and other intended benefits;

status and realization;

risk exposure that the portfolio generates for the orgahization as a whole.
ment system should:

ortfolio reporting;

d coordinate with the existing processes and systems of the organization;

visibility of selected and potential pdrtfolio components.

plio performance reporting structure

nce reporting structure{ ahd method, with measurement criteria, should be de
hed to monitor achievement of the portfolio objectives and the strategic objectiv]
htion. This structuré should include reporting for the portfolio as a whole and for

lecision-making/and provide timely alerts of performance variances;

the orgamnization to continuously improve strategic financial forecasting and ber

racking of schedules, costs, contributions, benefits, risks and resourcing;

htion

fined
es of
each

1efits

align the reporting cycle with the cycle of portfolio component development;

enable reporting iterations of the portfolio and the progress towards realizing benefits;

component fo:
a) enable d
b) enable
realizatfion;
c) enable f
d)
e)
organization;
f)
g) reportt

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

5.9 Improving portfolio management

integrate the reporting cycle with the project or programme life cycle processes used by the

The organization should continually improve the suitability, adequacy, effectiveness and efficiency of
portfolio management.
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https://standardsiso.com/api/?name=6944a12e04b130d2886e84b914b5bf9d

ISO 21504:2022(E)

The organization should:

a) evaluate the effectiveness of the portfolio management framework;

b) determine and prioritize improvements to be implemented.

5.10 Governance of portfolios

The means of governance should be established and should include policies, legal considerations,
processes, roles and responsibilities, procedures, values, principles and other organizational guidance.

Refe

1
TOT
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6 Managing portfolios

6.1

This
basi{
straf
accu

To b
evall
Furt
evall

6.2
Usin
of th

cont]
shou

6.3

The
by m|

6.4
Apla

Overview

. Portfolio management should serve as a continuous, seamless mechanism to align po

Fate data.

lated, selected and authorized, and the status and performance of the portfolio regulaj
her, continuous alignment of the portfolio with business strategies and objective;
lation and control of the balance of the portfolio,against a number of criteria should be

Defining the portfolio objectives

b past and current performance and future goals, the organization should identify th
e portfolio and related success criteria. Once agreed, these objectives should be kept u
rol. Objectives may be set for different time periods, ranging from immediate to long
|d take into account constraints such as the risk tolerance of the organization.

Identifying potential portfolio components

brganization shouldcontinually identify potential portfolio components and verify thg
Apping them against the strategic objectives of the organization.

Defining the portfolio plan
n should'be developed for the portfolio including:

he-existing and potential portfolio components and their mapping to the strategic obje

clause describes what should be performed as portfolio managemerit is undertaken or an ongoing

tfolios with

egic objectives, maximize benefits, fulfil commitments, and make decisions based on timely and

hild and manage a portfolio effectively, portfolio components should be continuously identified,

ly reported.
as well as
maintained.

e objectives
nder change
br term, and

ir relevance

ctives of the

TEaniZation;

b) the desired outcomes and targeted benefits of the portfolio components;

c) the benefits to be realized and capabilities to be delivered within the defined cost, schedule and
constraints;

d) theinterdependencies between portfolio components.

The selection of the portfolio components should be dependent upon alignment with the strategic
objectives of the organization as well as other considerations.

Following determination of the current state, the organization should determine those portfolio
components to be included in the portfolio. This action may be done for more than one portfolio. The

©ISO
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portfolio can 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.

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.

6.5 Assessing and selecting portfolio components

6.5.1 Overview

Potential pgrtfolio components should be categorized, evaluated, selected, aligned, authorized and
prioritized. These steps require that criteria and methods be defined.

Selection arld alignment of portfolio components should enable a balanced portfolio'to-be defined that
maximizes the probability of achieving organizational objectives. Such actions should aim to optimize
the return dn investment for the organization and maintain risk exposure within/the risk tolerarce of
the organization. Selection should align resource supply and demand.

6.5.2 Assessing current state

To build anfl manage a portfolio, the current list and status of the portfolio components should be
assessed, influding:

a) documgnting relevant information on each portfolio component;
b) categorjzing portfolio components based on the defified criteria (see 5.5);
c) evaluat|ng current resource allocation, availability and constraints;

d) identifyling interdependencies among theportfolio components.

6.5.3 Selgcting portfolio components

Potential pdrtfolio components should be selected for inclusion in the portfolio based on an evaluption
of their contribution to strategic)objectives, using the established selection criteria (see 5.5).|This
selection in¢ludes assigning a\pfiority to each of the potential portfolio components and balancing the
overall content in relation te:

a) the contribution to-achieve strategic objectives;
b) the exppsure to-risk;

c) theimppeton available resources;

d) theimpacton the portfolio’s risk exposure;

e) the capacity and capability of the organization to absorb the totality of the changes from all
components.

6.6 Validating portfolio alignment to strategic objectives

6.6.1 Overview

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

10 © IS0 2022 - All rights reserved
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organizational strategy and the intended outcomes and benefits should be a continuous activity. See
Figure 2.

6.6.2 Alignment with the strategic objectives of the organization
To enable continuous strategic alignment of the portfolio, the portfolio manager should:
a) identify which strategic objectives are relevant to the portfolio;

b) take action to monitor and control the alignment of the portfolio with the established strategic
objectives.

6.6.3 Maintaining alignment with risk tolerance and resource capacity and capability

To enable continuous alignment of the portfolio to the risk tolerance of the organization and resource
capafity and capabilities, the portfolio manager should:

a) determine the tolerated risk exposure level of the organization;
b) ¢valuate to what extent the portfolio is in alignment with the tolerated risk exposure lgvel;

c) align the portfolio’s risk exposure with the tolerated organizatienal risk exposure;

d) aintain alignment of the portfolio’s cumulative risk with.the value created from thee successful
chievement of strategic objectives;

e) determine that sufficient resource capacity and capability exists to manage the portfolio within
the tolerated risk exposure level.

6.6.4 Documenting and evaluating results of alignment actions

To mfaintain control over changes to the portfolio, the portfolio manager should:

a) document the alignment of the portfolio to the strategic objectives of the organization;
b) document the alignment of the.portfolio within risk tolerance;
) ocument their decisions and the results of their actions;

d) ¢valuate the resultssand impacts of their actions.
6.7 | Evaluating:and reporting the performance of the portfolio

6.7.1 Overview

Performance metrics should be defined and be relevant to the portfolio and the strategic ¢bjectives to
whichitis n]lcrnpd annrhncr should he hmp]v and meet the needs of the stakeholders of the portfo]]o
Attention should be pald to the quality of lnformatlon on which the performance of the portfolio is
evaluated and reported.

6.7.2 Establishing the performance measurement baseline of the portfolio

To manage the performance of the portfolio, the portfolio manager should establish, use or integrate
existing systems with metrics and performance baselines that measure both portfolio component
specific and aggregate level portfolio performance. The measurements of the portfolio’s performance
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 outcomes, benefits and value to
strategic objectives.
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