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Name of Project

Establishing a Project Management Office (PMO)
Name of entering council/s

Auckland City Council
Category
Building organisational capability
1. The Rationale for the Project and Expected Benefits

Why was the project undertaken?

Auckland is New Zealand’s largest city. Approximately 401,500 people live within the city boundary and 1.25 million in the greater Auckland area. The Council is working together with the community to move the city forward, attracting people and investment while ensuring protection of the natural resources and lifestyle to help make Auckland City the ‘First City of the Pacific’.

In order to help achieve this vision, Auckland City Council faces the challenge of managing and delivering a portfolio of projects, which continue to grow in complexity and size. The annual spend  is projected to rise to over $600 million over the next few years as Council seeks to carry out increasingly ambitious projects associated with its overall vision for the city, and the community outcomes planned for within the Long Term Council Community Plan (see Appendix 1).

Good project management is a necessity at Auckland City Council. Project work increasingly forms a significant part of how the Council delivers its strategies now and increasingly into the future. 
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In early 2006, when the current set of portfolio, programme and project management practices were examined, it was concluded unlikely that the Council would be able to meet these challenging investment targets.  Further analysis highlighted a range of issues involving people capabilities, processes and systems in all areas of project, programme and portfolio management.

Some of these issues included: 

· Lack of clear governance for projects, especially when involving more then one group, including a lack of integrated reporting to support senior management decision-making processes.

· Significant gaps in understanding project management basic principles, including confusion around roles and responsibilities, lack of accountability and varying levels of capabilities.

· Lack of consistent methodologies and practices

· Poor application of tools to support project delivery

These issues suggested a low level of project management capability at Auckland City Council and therefore a need to reposition project management to become a strategic tool for the delivery of high quality projects. 

When considering solutions to the problems identified, the Council studied the role of ‘Project Management Offices’ (PMOs) which are an integral part of best project management practice today.  The research indicated that if positioned correctly, a PMO could provide strategic leadership with which to successfully transform an organisation’s project management capability and thus positively impact the overall organisational performance. 
The recommended solution was the planning for and establishment of a Council-oriented Programme Office to carry out activities at the portfolio, programme and project levels across the Council. Furthermore, the Programme Office, although relatively small, would be promoted and positioned as a centre of best practice methodology, research and training with Council wide influence.

The overall project rationale for the Council is in the diagram:
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To achieve the desired outcomes for the Council the following activities were delivered:

· Creation of a centre of excellence for project management to provide guidance and support across the whole organisation.

· Development and introduction of a project prioritisation and selection model, including clear governance and decision-making processes.

· Design and implementation of a training and development framework to ensure improved people capabilities focusing on the roles of sponsors and senior management, project/ programme and portfolio managers.

· Introduction of a consistent project management framework, tools and templates to support project and programme management and delivery. 

What were the benefits?

The overall benefits for the implementation of the Programme Office were linked to organisational goals for the Council.  They can be summarised as:
Portfolio management benefits:

· Increased rate of progress against achievement of strategic goals

· Avoiding expenditure on projects that will not deliver or have little chance of success
· Improved quality of information on projects to enable better planning and decision making

Programme management benefits:

· Improved accuracy of capital expenditure budgets

· Improved effectiveness of programme delivery and visibility
· Improved management of risk across all projects

Project management benefits:

· Achievement of annual plan capital investment commitments

· Improved project delivery efficiency

· Reduction in project cost and time over-runs
· Greater emphasis on control and comparability between projects

· Pro-active support for  all project managers
Key benefits achieved 
Improved performances in project delivery
There has been a significant improvement in Council’s ability to deliver projects enabled by the improved reporting and decision-making processes introduced by the Programme Office.   This has resulted in a 38% increase in project implementation measured by capital investment between 2005/06 and 2006/07 and 23% additional increase between 2006/07 and 2007/08. The Council is improving its ability to renew existing infrastructure like roads, footpaths and buildings, meeting the required service levels, as well as creating new assets like swimming pools, libraries and roads. This improvement signals that increasingly Council is meeting its commitments as set out in the annual plan and long-term plan, thereby delivering greater value to customers and constituents.
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Measured benefits around organisational capability 
From a near ‘standing’ start, the Council has already made tangible progress toward improving project management capability. This can be defined in terms of the people, processes and systems now established to support project-based working. This results in improved capability to deliver on overall Council commitments to the ratepayers as outlined in the annual plan.
A project maturity assessment is conducted annually by an external party and is used to assess the Councils capabilities and therefore perceived ‘maturity’ in the area of project management. There have been significant improvements in all measurable areas due to the initiatives taken by the programme office. These include:

· The introduction and active promotion of an organisation-wide project management framework with associated tools and processes available to project managers including an approvals process
· Project management training based on best practice, delivered via a multitude of channels and forums 

· Instant advice, guidance, support and corrective suggestions for project managers

· An annual project management conference with international speakers and establishment of a project management community forum
· Improved audit ability, cost control, visibility, communication, contract management, schedule control and active cost reduction 
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Stakeholder commitment and support

Through direct feedback and satisfaction interviews, key stakeholders including the executive team, senior management and project managers, consider the establishment of the programme office as successful in that it has helped them to make better decisions, has improved their capabilities and confidence and provided relevant advice and support. 
The Programme Office has itself matured and grown via strategic support from a committed executive team, who provide leadership and direction towards the outcomes required of project, programme and portfolio management. The programme office has established itself as a centre of excellence with ‘whole-of-organisation’ influence that has had a positive impact on the overall performance of Council. 
A tremendous strength of the Programme Office has been its capability to ‘cherry pick’ outstanding members of staff who themselves are leaders in project management methodology in New Zealand and from overseas. The ability to attract this talent is testimony to the commitment and reputation the Programme Office manages to foster.
The realisation of benefits was and continues to be tracked through operational KPI’s (key performance indicators). The programme office actively promotes the objective of continuous improvement internally and with the wider Council community.
2. Links to the Councils Strategic Direction

The establishment of the Programme Office supports the strategic direction toward becoming an efficient and capable council. It directly supports the Council’s commitment expressed through the Long Term Council Community Plan to deliver new projects, which support the vision and community outcomes and provide value for money. The goal is embodied in the following organisational vision statement:
“Customers, citizens and businesses will see the organisation as trustworthy, credible and easy to deal with” ensuring that we “maximise the value of our investments through strategically aligned projects and programmes”
3. Project Planning

The initial step in setting the project up for success was securing formal approval for the required investment. Establishing the programme office included the development of a mandate to support the governance roles, which would deliver the project and a stated commitment to realising the benefits. This was achieved through a formal business case outlining the long-term vision and the immediate project framework for establishing the Programme Office 

The ‘set up’ project was planned for a 6 month duration. 

As part of the project-planning phase, the following activities were included:

· Development of a detailed project plan and deliverables including the design of the new group and appropriate consultation, to ensure it was set up to help deliver the long-term outcomes for the Council.

· Formal analysis of potential risks plus agreed mitigation actions, with particular focus on the management of ‘change’.

· Creation of a stakeholder and communications strategy, to ensure delivery of excellent communications to all levels of staff. 

Governance structure: 

· Project Sponsor: Organisation Performance general manager 

· Project Business owner: Programme Office group manager 

· Project Manager:  External appointment

A project leadership team was built from within the newly formed Programme Office. This was a fundamental change activity - to build engagement and support.  This team was able to collectively shape the Programme Office roadmap, which set out not only the project deliverables but planned the short, medium and long term focus for the group. This approach created challenges as many planned roles had not yet been recruited for.  However, the policy to induct and transition new managers into the project leadership team as quickly as possible resulted in great success.

4. Project Management

The project was broken down into workstreams with deliverables as follows:

	Stream
	Activities
	Deliverables

	Portfolio Management
	· Portfolio Analysis – conducting the first analysis of the current project portfolio
	· Portfolio analysis session with the Executive Team

	
	· Portfolio Reporting – establishing the ongoing reporting format and process for the portfolio
	· First portfolio report



	
	· Project Prioritisation – establishing the prioritisation criteria and process
	· Project prioritisation session with the Executive Team

	
	· Project ‘Gating’ – establishing the project approvals process and requirements
	· Project ‘gating’ / checkpoint process and tools

	Structure and Roles
	· Review roles and structure for the group


	· Consultation Plan

· New structure and roles established

	
	· Define roles and competencies within the group
	· Key operational roles appointed



	
	· Manage changes to roles and structure

· Establish project manager role description

· Establish project manager competency requirements
	· Role description and competency requirements defined and communicated

	Organisational change management
	· Identify Programme Office stakeholders and customers
	· Develop change and communications plan

	
	· Develop communications plan

· Deliver ongoing project communications

· Plan and conduct ‘launch’ roadshows

· Communicate key messages
	· Programme Office roadshows

· Sustainable communications plan




As with any successful transformation project, the organisation’s preferred long-term outcomes had been clearly defined in the business case.  However, during implementation it was important to allow a reasonable level of flexibility to enable the project to respond to organisational needs as it moved through the change lifecycle. The project took the approach of short term quick wins aligned with the high level, long-term road map. Also, frequent reviews of progress within the group and with senior management ensured the project remained tuned to Council’s needs.

On completion of the project, the ongoing implementation of the Programme Office change roadmap is now conducted as ‘business as usual’.
5. Relationship Management and Communication with Stakeholders

The implementation of the Programme Office represented a significant change to ‘business as usual’ activities across the project management and project delivery functions of the Council. Significant effort was required to build understanding and commitment among customers and stakeholders for the different types of outcome being sought. In many cases, the changes inevitably represented a new approach to project management at both a strategic and delivery level. 

A formal plan was developed from a process of identifying and assessing ‘customers’ plus stakeholders, supported by targeted communication activities.  One of the initiatives was a Road Show undertaken by the project business owner and leadership team that visited a large number of business groups at the Council.  The opportunity to meet face-to-face and talk about why the change was happening, plus what this would mean, proved invaluable toward building understanding and developing good relationships. The internal website of the Council (intranet) provided a valuable portal through which to deliver information and updates to the wider Council.

A major component of the change process was within the predominant culture, requiring an acknowledgement of behaviour at all levels towards supporting the ‘one organisation’ approach to project and programme management. It was recognised that major culture change would take considerable time and commitment from all employees. The changes initiated were reinforced with ongoing commitment from the leadership of the Council to ensure that the preferred messages and actions were being sustained.  The executive team and sponsor were regularly informed of progress and encouraged to play an active role at all stages of the process.
6. Innovation and Originality

The Programme Office is an integral and bespoke feature of project management practice in the Council today. Traditionally, public sector organisations tend to be at the lowest level of project management capability (PWC Research 2004). Auckland City Council has challenged this through the implementation of a best practice management solution resulting in the establishment of a programme office with its associated functions, processes and tools.  The Council is now leading the way for other councils in its advanced implementation of project management. It employs project management as a strategic tool, which enables it to respond more effectively to a changing environment and outperform other local governments in the planning and delivery of capital projects.

In support of this innovative solution, a proactive and, structured approach to address the people and organisational risks inherent in this change effort was put in place.  It was acknowledged that the risk of failure was high since it required a significant shift in the culture of the organisation, challenging existing behaviours, attitudes and opinions. Whilst inevitably challenging, this change in culture is well advanced and continues to gather momentum. The originality of the solution lies in being uniquely tailored to the needs of Auckland Council yet employing globally acknowledged standards of project management best practice.
7. Evaluation Framework

The project was delivered and measured with the tools and methods that the Programme Office was originally established to promote. These included:
	Area of measurement
	Tools used

	Project milestones and deliverables


	A detailed project plan and schedule was developed and managed by the project manager with regular status reporting on progress

	Stakeholder feedback


	Customers and stakeholders were able to give feedback through multiple mechanisms, both informal and formal –

· Surveys

· Email

· Roadshows

· Organisational Intranet

· Direct feedback to the project and leadership team

· Steering Team meetings

· Project Team meetings

	Management of risks and issues


	Risks and issues registers were proactively used throughout the project to manage risks and record issues
Reviews of the risk and issues logs were held to retain project control within acceptable tolerances

	Business Plan objectives


	Ongoing ownership of KPIs against project deliverables were set in the business plan with monthly reporting


Business plan objectives were cascaded down into individual objectives and tailored to support the roles being played by team members in supporting the project

	
	


Successful Results

Within three months:

· Developed and approved the business case for the new group, including mandate and budget

· Gained executive support

· Set up of the new structure and roles 
· Developed the Programme Office road map

Within 6 months:

· Transitioned existing staff and recruited senior management and technical roles.
· Road shows delivered across the Council to gain understanding and support for the new group.

· Monthly capital projects reporting process implemented covering 85% of capital budget.
Within 12 months:

· Ability to track, monitor, report, and where necessary support all major projects across the Council through a fully implemented monthly reporting process and tools.
· Introduced a standardised, organisation-wide Project Management Framework for the Council with associated processes and tools, This was completed within 12 months after extensive consultation with the Council
· Implemented a Project Management Training Framework 
· A training framework with specialist project management training delivered to 500 staff within 24 months of the programme office being set up
· Began to attract outstanding project management resources from outside of New Zealand with which to bring instantaneous best practice capabilities.
8. Category Specific Criteria – the ‘wow’ factor
This project is a strong example of building organisational capabilities
Auckland City Council is the largest council in New Zealand with, by far, the biggest and most complex portfolio of projects to deliver. An improvement in the Council’s ability to deliver projects has a direct impact on the city becoming an even better city, attracting visitors, residents, tourists and investors. This in turn has a positive contribution for the region and the country. The programme office has made a direct contribution to the improvement in the overall performance of the Council’s ability to execute projects. There has been a 38% increase in capital spend between 2005/06 and 2006/07 and 23% additional increase between 2006/07 and 2007/08. This indicates that the overall performance in the area of projects is improving in that Council is delivering on the commitments it has made to the community.
Achieving this level of improvement in less then two years has been impressive. Auckland City Council is a large organisation that has traditionally focused on trying to provide the best services and regulation for the community. The Council has transformed its project management capabilities via the introduction of the Programme Office. Additionally, it has established a clear path for ongoing improvements and better capability, including a notable shift in culture toward better support of complex / high-risk projects.
There is discernable improvement in the Councils’ people and processes capabilities in this area, with more the 500 people trained, a consistent PM methodology implemented and a transparent pathway developed to increase and nurture project management capability both organisationally and individually.  
These achievements help to ensure that Auckland City Council is well equipped to maintain the excellent progress to date in this critically important operational area.
Appendix 1
Descriptions of new projects - excerpt from Auckland City's Long-term Plan 2006 - 2016. pps 31-39 























































































