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English summary 

Management of project portfolios in the public sector 

In recent years, several public agencies have introduced, or are in the process 

of introducing, portfolio management of their projects and other 

measures. However, the agencies indicate that portfolio management is 

challenging, and that there is a need for guidance and recommendations for 

good practice. 

This report is meant to be a step in the right direction. The aim of the study 

has been to investigate how portfolio management of projects is practiced in 

the public sector. We wanted to identify good practice, but also challenges and 

barriers, based on international literature and experiences from Norwegian 

public agencies (including ministries, government agencies, public enterprises 

and municipalities). The study does, however, not provide a basis for defining 

“best practice”, nor does it offer the final answer on how to succeed with 

portfolio management, as all the agencies surveyed experience challenges and 

have potential for improvement in their portfolio management. But based on 

experiences from both the literature and Norwegian practice, we give some 

recommendations and point to a set of success factors, i.e. conditions that 

facilitate the successful introduction and use of portfolio management, which 

we hope will be useful. We also provide recommendations for further research 

and method development in the area. 

Portfolio management 

Portfolio management is what an organization does to define, balance, and 

manage its overall portfolio of projects and programs in such a way that 

strategic goals are achieved, and resources are utilized in the best possible 

way. A widely cited framework for portfolio management 

is Axelos' MoP (Management of Portfolios).  

The figure shows the two cyclical sub-processes that together make up 

the MoP framework: the definition cycle and the delivery cycle. The first is 

about choosing the right projects for the portfolio and the second about 

managing the existing portfolio. 

• The definition cycle consists of five steps: understanding, 

categorizing, prioritizing, balancing, and planning. The process 
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is intended to be repeated regularly, not least when new projects 

are considered for the portfolio.  

• The delivery cycle consists of seven parallel activities that must 

be taken care of to ensure good implementation of the 

portfolio: management control, benefits management, financial 

management, risk management, stakeholder engagement, 

organizational governance, and resource management. 

 

In contrast to the management of individual projects, portfolio management is 

an ongoing management activity that must be anchored in the permanent 

organization. There is also a connection between portfolio management and 

project governance, as both functions are typically performed at a strategic 

level. Project governance has been the topic of previous Concept studies, but 

only focusing on the governance of individual projects. It was therefore 

natural to take a closer look at portfolio management this time. 

Methodological approach 

We chose a research design consisting of both qualitative and quantitative 

methods, to achieve triangulation. The study consists of three parts: 

• Literature review: first, we performed a broad literature search to 

get an overview of the topic and international practice. 

• Survey: then, we conducted a survey among public agencies in 

Norway to identify practices, and as basis for the selection 

of cases to examine more closely. 

• Case studies: finally, we studied the practice in eight public 

agencies through document analysis and interviews. All eight 
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had some experience with portfolio management and were 

assumed to have obtained experiences that others can learn from. 

The researchers also benefited from a project reference group that followed 

the study. The reference group consisted of both academics and practitioners 

with extensive knowledge of portfolio management. 

Literature review  

Portfolio management as a concept has its origins in finance and has relatively 

recently been taken into use within the context of projects. There are several 

different definitions of the term within the context of projects. We note that 

“multi-project management”, “program management“ and “portfolio 

management” have occasionally been used interchangeably.  

Most of the literature, including a wide range of theoretical selection models, 

has been developed in the context of private companies that freely manage 

their own funds. Not all these models are relevant for public agencies, 

although many of the learning points are generic. 

In the literature, there is consensus that portfolio management has a strategic 

focus and is about selecting the right projects. Many studies (but not all) also 

define follow-up and management of ongoing projects (i.e. the delivery cycle 

in MoP) as an important element. 

The purpose of portfolio management is often stated to be threefold: 1) 

Maximization of the portfolio's value, 2) Strategic alignment, and 3) 

Balancing. There are a number of methods and approaches for project 

selection, but no clear consensus about which ones perform the best. The 

models are often complex and require a lot of data, and it has been 

recommended to organize the selection process in stages and to only apply 

selected key parameters such as return on investment and risk. The literature 

also makes it clear that project selection does not happen once and for all, but 

that the portfolio should be re-evaluated and balanced regularly. 

Some studies look at how the portfolio management function should be 

organized and find that the measures often go in the direction of 

centralization. It is recommended that a project or portfolio management 

office is given a central role in coordinating the work. It is also important to 

involve top management. 

The literature finds that many companies struggle to practice portfolio 

management efficiently. They are often faced with the same challenges: lack of 

rationality in the selection process, a lack of willingness or ability to terminate 
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poor projects, unclear division of responsibility, and weak information flow. 

Some studies found that those who have implemented formalized methods 

and procedures for portfolio management are most successful. Others believe 

that an informal approach may also work well. More general advice from the 

literature is: to have a common stage-gate project model which is used for all 

projects, ensure high quality of decision-making information, and a focus on 

the early phase of the projects. 

The survey 

We conducted a survey among participants in two active networks in the field 

of portfolio management. We received responses from 60 people in 51 

organizations. A majority of these represented ordinary government agencies 

(26) or municipalities/county municipalities (21). 

Among the results are the following: 

• Portfolio management is still new to many. Half of the 

respondents answer that their organization has practiced it 

for four years or less. 

• We asked the respondents to place their agency on a scale 

according to how actively they conduct portfolio 

management. The answers show that ¾ of the companies are 

more or less active in portfolio management. 

• Those who are most active are agencies that are highly project-

based, as well as public enterprises (as opposed to traditional 

public sector agencies). These organizations are further 

characterized by having formalized guidelines and procedures, 

conducting portfolio management on all their projects (not just a 

selection), and that they have organized portfolio management as 

an integrated part of their management function. 

• Many agencies have guidelines for portfolio management, but 

several of them state that these are only partially adhered 

to. Several also stated that the guidelines are still being developed 

and/or not communicated well in the organization. 

• Regarding the purpose of portfolio management, most of the 

respondents answer that strategic goals are very important 

(choosing the right projects). However, to the extent that the 

companies have guidelines for portfolio management, these most 

often include data collection/reporting on the ongoing 
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portfolio. Project selection, on the other hand, is often more ad 

hoc. 

• Furthermore, computer tools are rarely used for project initiation 

but are more common for reporting and monitoring the ongoing 

portfolio. 

• Most agencies only conduct portfolio management for a selection 

of their projects, such as ICT projects or strategically important 

projects. A minority has organized their projects in more than one 

portfolio. 

• As many as 70% answered that portfolio management is 

organized as an integrated part of the management function. The 

comments in free text, however, indicate that not all have fully 

succeeded in anchoring portfolio management in top 

management. 

• Only 10% of the respondents experience that 

political restrictions are a challenge for portfolio management. 

The case study 

We included eight agencies as cases in the study. 

• Skatteetaten (the Tax Administration)  

• Kartverket (the Norwegian Mapping Authority)  

• Nye Veier AS 

• Direktoratet for samfunnssikkerhet og beredskap (DSB) (the 

Norwegian Directorate for Civil Protection) 

• Forsvarsdepartementet (the Ministry of Defence)  

• Forsvarsmateriell (Norwegian Defence Material Agency) 

• Asker Municipality  

• Vestfold and Telemark County Municipality 

Seven of the eight agencies are above average in terms of the level of active 

portfolio management, compared with the rest of the respondents from the 

survey. The eight cases also differ in terms of experience with portfolio 

management, and for some portfolio management is still fairly new. Several 

informants mention that the initiative to implement portfolio management 

came from the IT department, where there was a need to prioritize between 

good ideas due to overbooking of IT development resources.  

Several of the agencies state that they base their portfolio management on 

the MoP framework, but in practice, they emphasize slightly different things. 
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Similar to the results from the survey, we see that the agencies have a more 

systematic approach to the delivery cycle. They typically demand extensive 

reporting on projects’ performance in terms of time, cost, quality, etc. The 

focus is mainly on deviation from plan. Several are also concerned with 

resource management across the projects.  

The process concerning prioritizing new projects is not as systematic and 

transparent in all the agencies. However, the Ministry of Defence has put in 

place a process for portfolio definition in line with the five steps in MoP’s 

definition cycle. Nye Veier has established its own process where projects are 

developed, optimized, and re-evaluated in several rounds before final 

prioritization. 

We also see that the level of ambition varies, from providing more value for 

money, to a more cautious goal of getting an overview of ongoing projects. 

These differences seem partly to be explained by the level of maturity in the 

organization. 

Portfolio management in all the agencies is based on a standardized project 

stage-gate model. A project typically comes in for an assessment at the 

portfolio level at one of the first decision points in the model. Only the 

Norwegian Directorate for Civil Protection retains the projects in the portfolio 

after the formal delivery of the project to follow up benefits at the portfolio 

level.  

All eight agencies have anchored portfolio management at the top 

management level. In addition, they often have a portfolio management office 

that collects, quality assures, and systematizes information from the projects to 

the portfolio level. Several of the informants emphasize the importance of 

quality assuring the information, as project managers can embellish the results.  

There is agreement among the informants that portfolio management and the 

general management function must be closely linked. Cooperation between 

the portfolio management office and the unit responsible for financial and 

corporate governance is an important success factor. Several of the informants 

point out this as something they are satisfied to have achieved. At the same 

time, many acknowledge that it is demanding, and that portfolio management 

may end up "on the side" of the other organizational activities. 

In practice, project selection is often influenced by political considerations, or 

governed by rules and regulations. The Tax Administration states that only 

20 % of their projects are “prioritizable”. The Norwegian Defence Material 

Agency is allocated its entire portfolio by the Ministry of Defence. However, 
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the informants do not see politics as an obstacle to achieving good portfolio 

management, but something one must adapt to. This explains why several of 

them are emphasizing the delivery cycle - this is where they can make an 

impact. At the same time, it can be mentioned that Nye Veier, which is 

assigned its projects from the Ministry of Transport, but are free to choose the 

development order, puts much effort into making this happen according 

to benefit-cost efficiency. In the defence sector, the ministry takes explicit 

responsibility for the definition cycle. 

The reporting usually takes place monthly. Many use “traffic lights” to indicate 

the status of the projects in the portfolio, but several would prefer to move 

from subjective to more objective assessments. Projects with red lights are 

followed up more closely. However, few can point to concrete examples of 

low-performing projects being stopped. 

Everyone uses some form of information system/portfolio management tools. 

Several point to functionality they lack, and some spend much time on manual 

processes when they need to aggregate information from projects to the 

portfolio level. The Tax Administration has created a (manual) system for 

visualizing dependencies between projects, which they believe works well. For 

others, data quality is a bigger problem than the tool. 

The informants are generally satisfied with what they have accomplished and 

believe that portfolio management has led to improvements over time, both in 

terms of processes, methods, competence, and compliance. However, many 

acknowledge that it takes time, and point out several areas for improvement. 

These are related to measuring benefits, balancing the portfolio, linking the 

portfolio to overall strategy, and how to handle a future transition from 

project to product management.  

Conclusions 

Our general impression is that there is still some way to go before we can say 

that active portfolio management is conducted in the public sector in 

Norway. Many of the challenges and barriers we see in the Norwegian context 

can also be found in the international literature. Even among our case 

organizations that are assumed to be more experienced than others, there are 

many challenges. There is still a lot to learn from those who are well under 

way. 

Many Norwegian agencies already have good practice when it comes to 

follow-up activities and resource management for ongoing projects. Resource 



8 

Concept report no. 65 

management is important for efficient operation and should perhaps have 

been given more attention in the literature. 

On the other hand, Norwegian practice indicates that there is a significant 

potential for more systematic prioritizing of projects and balancing of the 

portfolio. Effective priorities require clear goals and success criteria, both for 

individual projects and for the portfolio. Furthermore, there must be a real risk 

of being terminated if the project does not add value. Only when these 

incentives are in place will one be able to achieve the large benefits of 

portfolio management. 

The authors' assessment is that the MoP framework, with its definitions of 

terms and two cycles, is a good starting point for portfolio 

management. Public agencies have different roles and work under different 

conditions. The emphasis placed on the two cycles and processes they involve 

may therefore vary. The most important thing is that both cycles are taken 

care of. For companies who are allocated the projects they are to conduct, it 

may be natural to focus only on the delivery cycle, but then the level above 

them (i.e. the ministry or directorate level) must have good processes for 

defining the portfolio. 

Finally, in the concluding chapter, we present a set of recommendations for 

practitioners as well as a list of possible topics for further research and method 

development. 
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