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National Audit Office




Role of the NAO

We are the UK’s independent
public spending watchdog.
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Our strategic priorities

Improving our support for effective accountability
and scrutiny

We provide assurance that public resources are accounted for
accurately and used as intended. When this does not happen,
we point it out. We will upgrade our methodology and software to
deliver higher-quality audits using data analytics. This will provide
Parliament with deeper insights to scrutinise public spending,
and those responsible for the governance of the bodies we audit
with the assurance they need.

Increasing our impact on outcomes and value
for money

Our work focuses on the issues that matter and we will place
greater emphasis on where we can influence long-term value
for money. We will make better use of our analytical and audit
expertise to identify how public services can be improved. This
will allow more insightful and practical recommendations that
lead to better outcomes.

Providing more accessible independent insight

We will be known as a valuable source of knowledge on how
well public resources are used and how the governance and
performance of public services can be improved. We will
synthesise what we know on important issues and make it easier
for others to understand and apply the lessons from our work.

Lessons learned from
Major Programmes

Cross-government
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Projects, Programmes and Portfolios

What do we mean by a portfolio?

Traditional View of Project Management

completion
and
closeout

project project project  scheduling
selection initiation planning

Projects and programmes have well established definitions -

« project charter - work breakdown - time and schedule - cost control
« scope statement structure « project budget metrics
- organizational - change orders
breakdown - milestone reports

structure
« risk management

« subcontracting
and bidding
process

And loads of tools to help you manage them

(oA \ N @ﬁf,!.r""CEE :
PRINGE2 A W

Government
Functional Standard FOR BEGINNERS %
Princa? Study Guide for certification & i \

project management \\
#ﬂ" s il
“-m nﬂ“wﬂﬂ" F

GovS 002: Project delivery

portfolio, programme and project management

PRINCE2 Agile®

Vorson:20
Dato asued: 15 Jty 2021 Approved




Projects, Programmes and Portfolios

What do we mean by a portfolio?

Definitions vary to some degree

' . (' The selection, prioritisation and control of an organisation’s
A collection of programmes and/or projects \ programmes and projects, in line with its strategic objectives and
to structure and manage investments to " capacity to deliver. The goal is to balance the implementation of
optimise strategic benefits and/ or a pm change initiatives and the maintenance of business-as-usual, while
operational efficiency. wsocsienfr  OPLimising return on investment.

project management

And there are some portfolio management tools out there in the market
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Projects, Programmes and Portfolios

What do we mean by a portfolio?

My favourite description is this: Bortfollo Management

Strategic
Partfalia

Managomant

Because portfolios are about:
Project Management

* Implementing strategy

* Taking an holistic view

 Making investment decisions

* Considering Business as Usual as well a projects and programmes
 Making compromises — stopping, delaying or changing things to ensure strategic alignment
* Transforming a whole business or organisation

* Thinking differently



What we’ve found....

You need to take an holistic approach to portfolio management, and its as much
about mindset as process. And then zone in on specific areas

Copyright: Himmelfarb et al., 2002, G. Renee Guzlas, artist
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7 management

@ Purpose
A clear and consistent understanding of the portfolio’s objectives, alongside clear accountability,

can help align activities across the portfolio.

@ Information
Information needs to be collected and structured in a way to help understand performance at a
programme and portfolio level to inform any necessary changes.

@ Planning

Planning and reprioritisation is easier when there is a clear understanding of the funding and
capability that is needed and available to deliver the portfolio.

@ Governance
A centralised function can provide the overarching governance and assurance required for a
portfolio to be managed as a whole.

@ Alignment
Understanding how activities interrelate and the impact of change across the portfolio helps

maintain alignment with strategic objectives.

(6) Risk
A cross-portfolio view of risk allows organisations to assess, and therefore mitigate, the full
impact of risk.



Applying our insights... Purpose

A clear and consistent understanding of the portfolio’s objectives, alongside defined accountabilities,
ensures activities are aligned across the portfolio

e Is there a shared understanding of the portfolio’s strategic l ‘-_ ‘

objectives? ‘

e Do objectives align across the organisation?

e Do peoplehave the levers to realign, stop or reprioritise the portfolio? /

e Are the portfolio’s objectives and their alignment regularly reviewed
and updated?

Digital Transformation in the NHS

“Support frontline staff, patients and citizens in taking better advantage of the digital opportunity”.

Multiple iterations of strategy made it difficult to assess progress and major target of a “paperless NHS
by 2018” missed

Clearer objectives and consistent monitoring throughout the portfolio would have allowed better
oversight and earlier problem identification and reduced the risk of problems caused by changes to
scope



https://www.nao.org.uk/report/the-use-of-digital-technology-in-the-nhs/

Applying our insights... Setup

Information needs to be collected and structured to help understand performance at a programme
and portfolio level to inform any necessary changes.

e |Is there clear, consistent and timely information to understand 'J[ , /] // ,
performance and support strategic decisions across the portfolio? [" 1 | / |

e Does the portfolio identify and assess poor performance in its component 1 , ! , »
parts and across the portfolio as a whole? 5/ ¥ , ¢

e Are there early warning indicators of slippage/over and under spend “ ./ | "// A
robust governance and oversight? ’ {5 ’ ‘

e Does the organisation conduct scenario planning to identify uncertainties,
assess impacts and test risk mitigations?

In 2021 we reported on government’s early progress with implementing net
E zero, and the risks it would need to manage to achieve net zero effectively.

The Department for Business, Energy and Industrial Strategy (BEIS) recognised it
needed to do more to monitor progress towards net zero, but neither BEIS nor HM
Treasury was collating information on the total costs and benefits of government
policies that contributed to net zero



https://www.nao.org.uk/wp-content/uploads/2020/12/Achieving-net-zero.pdf

Applying our insights... Setup

Planning and reprioritisation is easier when there is a clear understanding of the funding, capacity
and capability that is needed and available to deliver the portfolio.

e Does the organisation have the capacity to deliver the scale of change
required?

e Are the whole life costs of delivering the portfolio estimated and managed
e Are the skills needed to deliver the portfolio clear and understood?

e Is there sufficient flexibility to allow resources to move across the
portfolio as needed?

o Are there effective levers to control costs across the portfolio?

In 2021 we reported on government’s early progress with implementing net
zero, and the risks it would need to manage to achieve net zero effectively.

The Department for Business, Energy and Industrial Strategy (BEIS) recognised it
needed to do more to monitor progress towards net zero, but neither BEIS nor HM
Treasury was collating information on the total costs and benefits of government
policies that contributed to net zero



https://www.nao.org.uk/wp-content/uploads/2020/12/Achieving-net-zero.pdf

Applying our insights... Setup

A centralised function can provide the overarching governance and assurance required for a portfolio
to be managed as a whole

Is there a portfolio office that coordinates and communicates across the
portfolio?

Are there governance and assurance arrangements in place for the
portfolio as a whole?

Is there a portfolio plan in place bringing together critical, outputs,
milestones, timescales, (inter) dependencies, benefits and risks?

If a portfolio spans across organisations, are roles and responsibilities
clear?

In 2020 we drew together learning from our work across EU Exit preparations and
found that despite the former Department for Exiting the European Union (DEXEU)’s
role to coordinate cross-government work, when departments looked for information,
or for decisions to be made which required cross-government input, they did not know

where to go.



https://www.nao.org.uk/wp-content/uploads/2020/09/Learning-for-government-from-EU-Exit-preparations.pdf

Applying our insights:

Delivery & variation management

A centralised function can provide the overarching governance and assurance required for a portfolio
to be managed as a whole

e Is there an effective strategy in place to manage interdependencies
between different policies, teams and organisations?

e Is it clear who owns and is accountable for managing interfaces across
the portfolio?

e Are the implications of decisions considered across the portfolio?

e Have synergies and opportunities been identified and exploited across
aspects of the portfolio to maximize its value?

When we looked at the Home Office’s Digital services at the Border (DSAB)
programme in 2020 we found that while the DSAB programme had started to bring
together the various individual technical elements required, it still needed to deliver
the necessary integrity, resilience and performance of the overall end-to-end
system across the portfolio of interdependent programmes that made up DSAB



https://www.nao.org.uk/wp-content/uploads/2020/12/Digital-Services-at-the-Border.pdf

Applying our insights:

Delivery & variation management

A c%osls-portfolio view of risk allows organisations to assess the impact of risk across the portfolio as
a whole

e Is there a view of the total level of portfolio risk (differing from the sum of
individual risks)?

e Has this been assessed against the overarching risk appetite of the
portfolio and the organisations involved?

e |s aggregate risk across the portfolio monitored and managed?

e Are the risk across the portfolio being managed consistently and in line with
programme management good practice?

In 2015 we looked at the Department of Work and Pensions (DWP)'s approach to
managing its portfolio of Welfare Reform programmes. We found that DWP had
relied too heavily on reacting to problems across the portfolio and had not always
been able to anticipate likely points of failure or set up leading indicators for
performance and progress

This Photo by Unknown Author is licensed under CC BY-SA


https://www.nao.org.uk/wp-content/uploads/2015/05/10724-001Welfare-reform-Book.pdf
https://www.picpedia.org/post-it-note/w/welfare.html
https://creativecommons.org/licenses/by-sa/3.0/
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