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Project Management and the 
Organisational Strategy
Project management is rapidly becoming a standard way of doing business 

in organisations. We accomplish a considerable portion of our typical fi rm’s 

effort through projects. Projects are becoming the tools of implementing 

the business strategy of an organisation. Every project in an organisation 

should contribute to its strategic plan. How can we ensure this linkage? We 

need to make sure that we integrate projects within the strategic plan. This 

integration requires a process for prioritising projects by their contribution 

to the plan. In this white paper, we will introduce the strategic planning 

process, how it relates to project management, and how to implement a 

project selection and prioritisation process.

Project Management & Business Strategy
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An Overview of the Strategic Management Process
In customer driven organisations, vision, mission, and goals are set to meet the 

needs of the customers. The vision states, “What we want to become.” We need to 

communicate this vision throughout the organisation. In addition, we need to make 

sure that everyone in the organisation is aware of the organisation’s mission, “What 

our business is and how we go to achieve our vision.” Business goals translate the 

vision, and the mission into broad long-term, measurable, and tangible terms. The 

objectives answer in detail where a corporation is heading or when it is going to get 

there. These objectives should set targets for all levels of the organisation. Each 

level of the organisational objectives should support the higher-level objectives in 

more detail. Table 1 depicts examples of goals, strategies and objectives.

Table 1: Examples of Business Goals and Related Strategies

Business Goal Business Strategy

• Regain market share
 recently lost to
 General Motors
• Regain quality
 reputation that was
 damaged because of
 Pinto gas tank   
 explosions

Company

Ford Motor Company

• Increase productivityBurger King

• Continue company  
 growth
• Continue company  
 profi ts

CP Railroad

• Resize and downsize
 present models
• Emphasise use of
 programmed
 combustion engines
 instead of diesel engines

• Increase people   
 effi ciency
• Increase machine  
 effi ciency

• Modernise
• Develop valuable real
 estate holdings
• Complete an appropriate
 railroad merger

The development of strategies to meet these needs and goals answers the 

question of “What we need to do to achieve these goals.” It requires an 

extensive analysis of the internal and external environments. Based on a 

political, economic, social, and technological analysis (PEST), we analyse 

the external environment to identify opportunities, and threats. We analyse 

the internal environment looking for strengths and weaknesses such as 

management, facilities, core competencies, product quality, technology, 

and fi nancial resources. The deliverable of this analysis is a set of strategies 

designed to best meet the needs of the customers. 
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Implementation of these strategies requires actions, and completing tasks. 

It answers the question of “How are we going to realise these strategies.” 

Implementation must include attention to the following key points:

• Executing the work requires allocation of resources such as funds, people,

 and equipment. Organisational resources are limited. In addition, multiple

 goals frequently impose confl icting demands on resources. This requires a

 mechanism for allocating resources based on organisational priorities.

• Implementation requires an organisational structure that supports projects.

• Project management processes for planning, executing, and controlling are

 essential to ensure that we are able to implement strategies effectively and

 effi ciently.

• We need a project selection and priority system to ensure strong linkages

 between projects and the strategic plan.

4

Step 1:

Defi ne & review vision 
&mission

Step 3:

Identify goals & 
objectives

Step 2:

Analyse external & 
internal environments

Step 4:

Formulate strategies to 
achieve objectives

Step 5:

Implement strategies 
through projects

Figure 1: Strategic Management & Project Management

Figure 1 shows the strategic management process and its relationship to 

projects.
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The Need for a Project Selection and Priority System
The need for a project selection and priority system stems from the 

following observations:

• Organisations frequently pursue many projects simultaneously. Almost

 inevitably, the number of small and large projects in a portfolio exceeds

 the available resources such as funds, equipment, and competencies.  

• Projects are taking place in organisations. Politics exist in every

 organisation and can have a signifi cant impact on project selection.

 Many projects within companies are associated with the term “sacred

 cow.” We often use this term to describe a project sponsored by a high   

 ranking offi cial.  

• Without an effective project selection and priority system, the capacity

 overload coupled with project politics will lead to frustration, confusion,

 and ineffi cient use of resources.

Questions to be answered
Some of the questions that we need to tackle when we are considering a 

project selection and priority system are as follows:

• How can we minimise the power of politics?

• How can we consistently prioritise projects to support the organisational

 strategy?

• How can we use the prioritised list of projects to allocate organisational

 scarce resources?

• How can the process encourage bottom-up initiation of projects that

 support organisational goals and strategies?
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A fact is that we are always going to have more potential projects or proposals 

than the capacity of the organisational resources. Thus, we need a systematic 

process that will select projects and allocate resources to these projects in 

order to maximise value added. Selection of projects from a slate of projects 

requires the use of a decision model in association with specifi c criteria.

The benefi ts of carefully selected criteria are as follows:

• More effective planning of organisational resources 

• More effi cient utilisation of organisational resources 

• A portfolio of projects that balance opportunities, and threats given available

 resources

• Keeping the organisation stakeholders focused on the most critical projects

• Obtaining consensus as to which projects have the highest priority

Nevertheless, when we have implemented a project selection and priority 

system in our organisation we met enormous skepticism and resistance. 

Typical responses include the followings:

• We all know which projects are the most important ones

• All projects are important

• Our business is changing on daily basis. We do not need an extra layer of

 bureaucracy, which limits our fl exibility.

Responses such as the above suggest a serious need for a project selection 

and priority system. Nevertheless, the development and the implementation 

of such a system will not materialise without the support and sponsorship of 

upper management. 

Practitioners can choose from a relatively large number of project priority and 

selection models. Picking a selection model is highly dependent on certain 

organisational attributes such as industry, risk aversion level, technology, 

competition, management style, and markets.

Selection models should encompass multiple criteria such as profi tability, 

researching new technology, public image, core competencies, and strategic fi t. 
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The Selection Process
Rarely is the situation where we “must” select a project; otherwise, the 

organisation will fail or will suffer from a severe loss. If a project falls in the 

“must” category, we ignore all other selection criteria. The question is when 

we place a project in the “must” category. The answer is when the majority of 

the organisation stakeholders agree that the project is crucial and we need to 

implement it. There is no other choice but to implement the project in order to 

ensure the continuity of the organisation. For all remaining projects, we will use 

multiple selection criteria, which link the project to the organisational strategy.

Proposals Screening
Proposals for projects come from internal and external sources. In most 

situations, organisations have more proposals on hand, than they can 

pursue. These proposals have to go through a screening process. Figure 2 

shows a screening process used by one of my clients. The prerequisites for 

implementing an effective screening process are:

• Publishing of the selection criteria so that self-evaluations are carried out

 by sponsors before they are submitted to the priority team

• Publishing guidelines and templates for developing a business case

 which will facilitate the evaluation process by the priority team

Figure 2: Proposal Screening Process

Idea
Supporting 

data & 
analysis

Self-
evaluation 

Priority team 
assessment

IRR, ROI, 
payback, 

need, 
strategic fi t

Allocate 
resources
Monitor 

progress

Hold for 
resources

Pursue

Need more information

Accept

Terminate Reject

Input

Accept
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The Priority Team
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In order to implement an effective project priority and selection process, we 

need to clarify the roles and responsibilities of the priority team. The project 

priority team is responsible for:

• Evaluating project proposals on the basis of the selection criteria

• Accepting or rejecting proposals 

• Publishing the score of each proposal and ensuring the process is open and free

• Balancing the portfolio of projects for the organisation

• Evaluating the progress of the projects in the portfolio over time

• Reassessing organisational goals and priorities if conditions change

Selection Criteria
We need to base the project selection criteria on the organisational critical 

success factors and strategic goals. Failure to select the right factors will 

render the priority and selection process useless. Example of typical selection 

criteria used by one of my customers:

• Alignment with core competencies

• Alignment with strategic goals

• Internal rate of return in excess of (a certain number say 15%)

• Improve customer service

• Urgency 
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Management weights each criterion by its relative contribution and 

importance to the organisation’s goals, and strategic plan. The project 

priority team evaluates each project proposal by its relative contribution 

or benefi t to the selection criteria. The priority team assigns a spectrum 

of values for each criterion ranging from low (0), to high (10). This value 

represents the proposal’s fi t to the specifi c criterion. Table 2 shows a 

project selection matrix. For example, “Proposal 1” appears to fi t well 

with the strategic goals of the organisation since the priority team gave 

it a score of seven. However, “Proposal 1” does little to support core 

competencies since the priority team gave it a score of two. The last 

step in this model is to apply management weights to each criterion by 

importance using a spectrum of values ranging from low (1), to high 

(3). For example, improve customer service has a weight of three while 

urgency has a weight 2. Note that urgency is different than “must” 

category discussed above. Although proposal 4 appears to have some 

urgency, yet we did not classify it as a “must” project. That is why we 

are analysing it with other proposals. In rare cases such as two projects 

have the same score; the priority team may pick the project that has less 

demand on organisational resources.

Table 2: Project Scoring Matrix

Alignment 
with core 
competencies

Alignment 
with strategic 
goals

Selection 
Criteria

Internal rate 
of return in 
excess of 
15%

Improve 
customer 
service

Urgency Total 
Score

Weight

Proposal 1

Proposal 2

Proposal 3

Proposal 4

Proposal 5

2.0

2

3

9

5

3

3.0

7

4

6

0

8

1.5

3

1

3

9

4

3.0

5

5

3

7

9

2.0

3

3

3

8

4

50.5

40.5

55.5

56.5

69.5
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Assessing Results
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The project priority system selects which projects we need to pursue based 

on their support to the organisational strategy. In addition, we need a model 

that assesses the long-term effectiveness of the project priority system. The 

assessment model focuses on the performance in fi ve main areas:

We need to collect metrics in order to analyse and assess the effectiveness of 

the project priority system. The following list shows some typical metrics that 

we use to assess these fi ve main areas:

• Customer

 - Sales compared to industry norms

 - Percentage of on-time /within budget/according to specifi cations projects

• Internal

 - Time to market a new product or service

 - Reduction in design time

• Innovation

 - Sales generated from new products

• Knowledge transfer

 - Savings generated from improvements in project management processes

• Financial measures

 - Return on investment

 - Internal rate of return

 - Cash fl ow analysis

We need to measure these metrics over a period and compare them with 

industry norms if they are available in order to have a fair view of the company 

performance.

• Customer 

• Internal

• Innovation

• Knowledge transfer

• Financial measures
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Summary
A project management approach to business problems and opportunities 

is becoming the norm rather than the exception. Projects are the tools for 

implementing the strategy of the organisation. Effective project management 

starts with selecting and prioritising projects that support the organisational 

vision, mission and strategy. The priority system focuses attention on the vision, 

mission and major goals of the organisation. It fosters consensus to which 

projects are of highest priority. It results in a portfolio of projects that balance 

threats and opportunities. It provides a better utilisation of resources. We need 

to evaluate all project proposals using the same selection criteria. We need 

to enforce the project priority system. Furthermore, maintaining its openness 

and aboveboard are crucial in order to sustain its integrity. The priority team 

needs to communicate which projects are approved project priorities or ranks, 

status of in-progress projects, and changes in project selection criteria. Such 

a system will enable the organisation to integrate its goals and strategy with a 

portfolio of projects selected through a proactive process.

ESI International provides professional business education and consulting 

services covering a wide range of subjects, including project management and 

business analysis. 

ESI’s hallmark is the company’s ability to provide clients with integrated solutions 

to business problems - solutions that include not only education and training, 

but also a variety of project management solutions aimed at increasing the 

effectiveness and the value of that education and training. By addressing clients’ 

immediate business needs, ESI ensures that its programmes and services 

continually incorporate the latest advances in concepts and technology, with a 

direct focus on immediate, practical, value-added application.

Our training courses in public, e-training and onsite environments have helped 

some of the most successful companies within EMEA to achieve and surpass 

their organisational goals through performance-based solutions.

Accredited by the PMI®, our portfolio of more than 60 courses offers unique 

foundations in project management and business analysis methodology and 

best practices. 

To put ESI International’s Project Management Solutions

to work for your company, or for more information,

contact us on +44 (0)20 70177100

or visit our website at www.esi-emea.com 

About ESI international



© ESI International, Inc. 2006 All rights reserved.

An ESI International
White Paper

www.esi-emea.com

Tel: +4
4

 (0
) 2

0
 70

17
 7

1
0

0

Project Management 
and the Organisational 
Strategy



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile ()
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (Japan Web Coated \050Ad\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 180
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 180
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [200 200]
  /PageSize [612.000 792.000]
>> setpagedevice


