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I. Introduction

Business competition, government regulation, 

economic environment, rapid technology growth, 

globalization, and customer demands are becoming 

more uncertain in today’s business practice (Wong 

et al., 2011). It leads to dynamic changes in the 

organization’s level as they have to change the 

strategies. The recent economic turbulence, marked 
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by changes that are intermittent, sudden, and sometimes 

uncontrolled, the firm should be able to make quick 

action and responsive and innovative strategies for 

survival in form of strategic initiatives (Hamel, 1996). 

Based on In-depth Report involving project portfolio 

managers from 443 companies around the world in 

2012, it can be concluded that 77% of them run 

a project more successfully because they apply highly 

effective project portfolio management (Project 

Management Institute, 2013c). They are compared 

with 65% of the projects who have minimally effective 

portfolio management, where this function mainly 

lies on PMO (Dietrich & Lehtonen, 2005; Killen et 
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A B S T R A C T

Purpose: This paper presents a preliminary study of the complete research to explore how strategic initiatives 

are implemented in Indonesian banks. It has the aim to descriptively compare the Project Portfolio Management 

(PPM) Capabilities and bank performance between banks that are applying Project Management Office (PMO) 

practices and not. 

Design/methodology/approach: Empirical research has been performed through a survey using questionnaires to 

define the contribution of formal project management office practices in managing strategic initiatives in Indonesian 

banks. The data from 82 banks from a total of 115 banks in Indonesia based on the list of Indonesian Financial 

Authority were collected and analyzed using descriptive analysis with help of statistical tools SPSS 22. 

Findings: As a preliminary stage, this paper found that banks with formal project management office practices 

tend to be more effective in managing their strategic initiatives. 

Research limitations/implications: However, further analysis still needs to be performed to explore how project 

PPM capabilities and PMO practices influence the bank's performance positively.

Originality/value: This study introduces how the project management office and project portfolio management 

practices in Indonesian Banks at glance and how its comparison those with and without project management practices.
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al., 2008b; Martinsuo & Lehtonen, 2007). Nevertheless, 

a global report from Economist Intelligence Unit (The 

Economist Intelligence Unit, 2013) concluded that 

only an average of 56% of strategic initiatives were 

successfully implemented, where most of the respondents 

are coming from financial services. In the Indonesian 

context, the Indonesian Financial Services Authority 

(Indonesia Financial Services Authority, 2015) concluded 

that Indonesian banks are dominating 74% of the 

total asset composition in Indonesian Financial Services. 

According to Indonesian Banking Survey (Pricewaterhouse 

Coopers, 2018), 43 % of the respondents agreed that 

technology is the main strategic driver, however, only 

half of the respondents from foreign and state-owned 

commercial banks felt that the technology strategy 

is very clear. Despite this unclear point of that statement, 

it is perceived that there is still a gap in technology 

strategy implementation, which also could be affected 

by technopreneurial orientation (Buana, 2022).

Previously there was a limitation regarding the 

role of PMO both conceptually through research and 

practically in daily business practices in Indonesian 

banks, meanwhile the global best practices show the 

significant role of PMO in managing project portfolio 

management in financial services (The Economist 

Intelligence Unit, 2013). Since there is a lack of 

empirical studies in banking sectors to find how the 

implementation of the strategic initiatives affects the 

bank performance, a series of structured interviews 

with a few banks, leading Indonesian Bank Association 

and Regulatory have been performed to strengthen 

the preliminary assumption that Indonesian banks 

face challenges in managing the implementation of the 

strategic initiatives, especially in how PMO practices 

bring benefit to the implementation of strategic 

initiatives in Indonesian banks. The result from the 

interviews provides us the information on how they 

have been facing challenges in managing strategic 

initiatives and how PMO has a positive influence on 

strategic initiative implementation. However, it is still 

unknown whether the PMO brings differences to banks 

that have one in managing their strategic initiatives.

This paper has the main purpose to compare how 

PMO practices bring a difference in managing PPM 

capabilities and how the firm performance of the 

banks using secondary data from the year 2013 until 

2015 differs between banks with and without PMO 

using descriptive analysis.

II. Literature Review

The basic thought of this paper is from the 

theoretical perspective of dynamic capabilities that 

has been initiated by Teece et al., (1997); Teece and 

Pisano, (1994) as an enhancement resource-based view 

or RBV (Barney, 1991), as RBV has not adequately 

explained how and why certain organizations have 

a competitive advantage in situations of rapid and 

unpredictable change (Eisenhardt & Martin, 2000). 

In line with Porter (Porter, 1985; 1991), Boppel (2013) 

defines strategic initiatives as temporary undertakings 

at renewing or expanding the capabilities of firms, 

which may involve activities such as corporate ventures, 

product, and process development, acquisitions, and 

alliances, reorganization efforts, and other strategic 

business development activities. Understanding the 

character of strategic initiatives as temporary, which is 

the same as the character of projects that are defined by 

the Project Management Institute (2017a), understanding 

strategic initiatives as projects can be taken into 

consideration. 

Smith (2011) argued that there are several guidelines 

for successful strategy implementation such as building 

a capable organization. The context of building a 

capable organization is in line with the building 

capability of the organization to implement the 

strategy and hence it is a perspective of dynamic 

capabilities in performing the strategy implementation. 

The concept of dynamic capabilities has been further 

thought by Killen and Hunt (2010), Killen et al. 

(2012), Martinsuo (2013), and Kaiser et al. (2015) 

through their research have found that the project 

portfolio management capabilities are identified as 

dynamic capabilities that lead the companies to gain 

a more competitive advantage. Furthermore, the 



Mohammad Ichsan, Mohammad Hamsal, Sri Bramantoro Abdinagoro

47

concept has also been further explored by Hamsal 

et al. (2021) that the environmental turbulence affect 

significantly the dynamic capabilities. It is a high- 

level capability involving a team of strategic decision 

makers and operational/project management function 

to ensure that the project is aligned with the strategic 

objectives, dynamic and effective project prioritization, 

dynamic balancing between risk and reward as well 

as reconfiguring or canceling the in-flight projects. 

However, previous studies have not covered whether 

having such capabilities will influence the organization, 

where in this case a financial institution such bank, 

mostly in perspective of technology and innovations 

(Kim & Bae, 2020a; Kim & Bae, 2020b).

Project Management Institute defines the portfolio 

as projects, programs, sub-portfolios, and operations 

managed as a group to achieve strategic objectives. 

Furthermore, project portfolio management (PPM) 

is defined as the centralized management of one or 

more portfolios to meet strategic objectives (Project 

Management Institute, 2017b). In their study, Blichtfeldt 

and Eskerod (2008) defined PPM as managerial 

activities which perform screening, selection, and 

prioritization of project proposals, the concurrent 

reprioritization of the project in the portfolio, and 

the allocation and reallocation of resources according 

to priority. Past studies have revealed (Killen et al., 

2010; Killen et al., 2008b, 2008a, 2012; Killen, 2008) 

that the perspective of the resource-based view (RBV) 

and the dynamic capabilities are significant in providing 

the unifying theoretical perspective for project 

portfolio management capabilities and explaining its 

mechanism in which PPM contributes to competitive 

advantage. The Project Management Office (PMO) 

mainly performs the PPM role as has been explained 

by Project Management Institute (2013b, 2013c). This 

also has been growing within the history of project 

management offices and has been becoming popular 

since 1994 (Dai, 2001; Dai & Wells, 2004) apart 

from their start in the 1930s as has been observed 

by Singh et al. (2009). 

The PMO has been applied in various industries 

such as telecom, aerospace, and defense for a long 

time as has been explained by Desouza and Evaristo 

(2006). PMO is seen also as a management structure 

that provides standards to the project-related governance 

process. It also facilitates the common utilization 

of resources, PM methodologies, tools, and techniques. 

Furthermore, they are also responsible for providing 

project management support and up to the level that 

they are responsible for the management of one or more 

projects directly (Project Management Institute, 2013a). 

Hobbs and Aubry (2008) argued that PMO has also 

functions to monitor and control project performance, 

develop project management competencies and 

methodologies, manage multi projects and strategies, 

perform organization learning, execute specialized 

tasks, and manage customer interface as well as 

project management resources. However, from the 

previous study, there is no such finding whether 

having PMO in the organization, especially in banking 

industries, can bring benefit to banks as an organization. 

Furthermore, firm performance is defined by Hult 

et al. (2004) as the achievement of an organizational 

goal related to profitability and growth in sales, market 

share, and accomplishment of general firm strategic 

objectives. Meanwhile, Tseng (2010) based on a 

consolidation of her study concluded that firm 

performance is an integral improvement in finance 

and performance such as sales and profits, market share, 

customer satisfaction, retention rates, organizational 

effectiveness and efficiency, integral improvement 

in human resources development and preparation for 

the future. Considering the factors from those studies, 

from the perspective of banks, some measures can 

be taken into consideration as indicators of bank 

performance such as Net Interest Margins (NIM), 

Capital Adequacy Ratio (CAR), Non-Performance Loan 

(NPL), Loan To Deposit Ratio (LDR), Operational 

Efficiency (OE), Return on Assets (ROA) and Return 

on Equity (ROE), which originated from concept of 

CAMEL (Capital, Assets quality, Management, Earnings 

and Liquidity) components (Nurazi & Evans, 2005). 
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III. Materials and Method

This paper is based on empirical research using 

a positivist perspective as an underlying philosophy 

of this research that is often referred to as the research 

paradigm (Killen, 2008). The study used the list of 

banks from the Indonesian Financial Services Authority 

(Indonesia Financial Services Authority, 2018) and 

by the data collected the number was changed from 

119 to 115 banks as a final number Infobank, due 

to merger and acquisition as well as business closure. 

The unit of analysis is Indonesian Bank as a company. 

The data is collected through a survey using structured 

questionnaires as data collection tools. The respondents 

were requested to respond to the questions using 

1 to 6 Likert scale (1 = strongly disagree; 2 = disagree, 

3 = tends to disagree, 4 = tends to agree, 5 = agree 

and 6 = strongly agree) based on the strategic initiatives 

that they have managed from the year 2013 until 

2015. The proposed respondents shall represent each 

bank and come from either in Directors level or Vice 

Presidents or General Managers or Head of Department.

The firm performance of the banks from the year 

2014 to 2016 is taken from secondary data from 

Infobank Magazine Special Issues of Infobank Magazine 

(Infobank, 2015, 2016, 2020). Using geometric mean 

the growth of bank performance indicators such as 

total Net Interest Margins (NIM), Capital Adequacy 

Ratio (CAR), Non-Performance Loan (NPL), Loan 

To Deposit Ratio (LDR), Operational Efficiency 

(OE), Return on Assets (ROA) and Return on Equity 

(ROE), which originated from the concept of CAMEL 

(Capital, Assets quality, Management, Earnings, and 

Liquidity) components were taken and calculated.

The data will be collected the data from all 115 

banks using a convenience sampling technique in 

form of a survey from October 2016 to January 2017. 

The descriptive analysis is used as a part of a 

preliminary study using tools IBM SPSS 22 to explore 

how is the distribution of feedback from PPM capabilities, 

PMO practices, and bank performance compared from 

banks with and without formal PMO. 

IV. Discussion

After sending out questionnaires to 115 banks, 

they were 82 banks responded to them (71 % response 

rate), 50 of them (60,2 %) are foreign exchange banks, 

meanwhile, 22 of them (26,5 %) are non-foreign 

exchange banks, and 11 remaining banks (13.2 %) 

are others. Using IBM SPSS 22, the reliability test 

has given Cronbach Alpha 0,915 which indicates 

that the data is reliable. 49 banks (51 %) claimed 

that they have a formal PMO in place, while 34 banks 

(49 %) do not have one. According to Indonesian 

Federal Bank Regulation (Peraturan Bank Indonesia 

Tentang Kegiatan Usaha Dan Jaringan Kantor Berdasarkan 

Modal Inti Bank., 2012) No.14/26/PBI/2012, commercial 

banks can be categorized based on equity value. 

Starting with Category 4 are banks with an equity 

value of more than 30 trillion Rupiah, followed by 

Category 3 with an equity value between 5 to 30 

trillion Rupiah, Category 2 with an equity value between 

1 to 5 trillion Rupiah, and Category 1 with equity 

value less than 1 Trillion Rupiah. According to the 

equity value category of the banks, there are 11 banks 

in Category 1 (13.4 %), 40 banks in Category 2 

(48.7 %), 16 Category 3 banks (19.5 %), and 7 Category 

4 banks (8.5 %) and 8 foreign banks (9.7 %) as 

has been shown in Table 1 below. 

From the respondent’s position, it is found that 

14 of 82 respondents (16.9 %) are C-Suites, 29 

respondents (34.9 %) are Vice Presidents or similar, 

27 respondents (32.5 %) are General Managers or 

Head, or similar and 13 remaining respondents have 

other positions. That gives the responses are thought 

well from the perspective of Senior Management 

positions in the banks. 

Meanwhile, the type of strategic initiatives is shown 

in Figure 1 below: 

The data presented in Figure 1 indicates that the 

majority of strategic initiatives are New Product 

Development, followed by Operational Improvement 

and New Technology Adaptation. The result shows 

that Category 2 banks, as major respondents to this 

study tend to be more competitive in the market 
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by establishing relatively more new products compared 

to the other banks, as shown in Table 1. From the 

perspective of PMO practices, Table 2 shows that 

banks with formal PMOs lean towards giving higher 

scores compared to banks without formal PMOs. It 

indicates that PMO practices are better applied in 

banks with formal PMOs.

Meanwhile, in PPM capabilities shown in Table 

3, it provides the information that the feedbacks from 

respondents are relatively higher from banks with 

formal PMO compared with those which do not have 

formal PMO. It is to be understood that PPM capabilities 

are better managed in banks with formal PMOs in 

the organization.

9 7 7
4

1

28
25 23

19

3

11

13
12

11

3

4
4

6

3

0

3
3 3

3

0

New Product or
Services Development

Operational
Improvement

New technology
adaptation

New strategy
implementation

Others

Category 1 Category 2 Category 3 Category 4 Foreign Banks

(Notes: Respondents may provide feedback of more than one type) 

Figure 1. Type of Strategic Initiatives n=82

No Bank Type Number of Banks
Total Banks 

in each Category 

Percentage of respondents 

from the total Category 

1 Category 1 11 26 42.31%

2 Category 2 40 55 72.73%

3 Category 3 16 18 88.89%

4 Category 4 7 7 100.00%

5 Foreign Bank 8 9 88.89%

Total Banks 82 115

Table 1. Distribution of respondents from CATEGORY type banks

PMO Practices
Banks with PMO Banks without PMO

Mean Median Mean Median

PM_Standard_Method 4.8029 5.0000 4.0682 4.0000

Project_Historical_Data 4.3945 5.0000 3.9706 4.1650

Administrative_Project_Support 3.9931 4.0000 3.3432 3.3300

Project_Resources_Support 4.3941 5.0000 3.7350 4.0000

PM_Training 4.1224 4.3300 3.5000 3.5000

PM_Coaching_and Mentoring 4.3945 4.3300 3.7162 3.8350

Table 2. PMO practices comparison banks with and without formal PMO
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Furthermore, from secondary data from Infobank 

in the period of 2014-2016 related to bank performance 

as shown in Table 4, it is to be understood that 

the numbers represent the growth of each performance 

indicator, as has been calculated using geometric 

mean. The bank's performance indicator’s growth such 

as ROA, ROE, Margin, LDR, third party fund, BOPO, 

and NIM seem to be better in banks with formal 

PMOs compared to those without a formal PMO.

However, the bank’s performance indicators such 

as Total Asset, Capital, CAR, NPL, and Credit seem 

to be better in banks without a formal PMO presence. 

This anomaly condition can be seen in Table 5 as 

PMO practices are still performed by some people 

in the organization despite any formal PMO presence. 

Thus, it can be understood that indicators that 

are blended impact from operational and strategic 

initiatives activities (projects) represent the Firm 

Performance of the banks. 

PPM Capabilities
Banks with PMO Banks without PMO

Mean Median Mean Median

PPM Business Objectives 4.8214 5.0000 4.5515 4.7500

PPM Prioritization 4.7778 5.0000 4.5432 4.9700

PPM Balance and Reward Risks 4.7051 5.0000 4.6132 4.9800

PPM Cancel and Reconfigure 4.3549 4.3200 4.2868 4.3150

Table 3. Project portfolio management capabilities comparison banks with and without formal PMO

No
Firm Performance of 

Banks (Growth)

Banks with formal PMO Banks without formal PMO

Mean (Growth in %) Median (Growth in %) Mean (Growth in %) Median (Growth in %)

1 Total Asset 18.3986 9.6600 23.1497 14.1500

2 Capital 23.9992 17.4200 30.8070 22.1800

3 CAR 21.7267 18.5600 29.2052 22.3200

4 NPL 3.1753 2.8400 2.7297 2.2500

5 Credit 17.2188 6.9900 25.5464 11.8300

6 ROA 1.4949 1.3800 .9397 1.5200

7 ROE 8.2708 7.6000 4.7315 7.4400

8 Margin 401.4347 12.4700 47.4291 25.7400

9 LDR 106.3345 90.5400 104.3076 91.7000

10 Third-party fund 24.0665 8.3400 23.9136 15.6200

11 BOPO 86.4567 87.4400 91.4827 88.8000

12 NIM 5.7688 4.8900 5.3373 4.6900

Table 4. Growth of bank performance in % from 2014 - 2016 (Infobank 2015; 2016; 2017)

How do you describe your PMO 

practices in your organization

Count of 

Description

Nobody does any PMO functions or services; 

however, there are plans to develop such a 

capability in the organization.

1

Nobody does any PMO functions or services, 

and there are no plans to develop such a 

capability in the organization

9

Others 3

Some people perform PMO functions and 

services as a full-time job responsibility, but 

there is no such office or comparable entity 

in the organization yet

2

Some people perform PMO functions and 

services as part of their job description, but 

there is no such office or comparable entity 

in the organization yet.

18

Grand Total 33

Table 5. PMO practices in banks without formal PMO 
presence
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V. Conclusions, Limitation and Future 
Research

From this descriptive analysis, in the early stage 

of this study, a preliminary pattern can be seen that 

the banks with formal PMO tend to be having better, 

PMO practices, and Project Portfolio Management 

(PPM) Capabilities, but not the Firm Performance 

banks. Having this result, PMO tends to bring positive 

influence based on the analysis and comparison results 

(Dai and Wells, 2004; Aubry et al., 2009; Stewart, 

2010; Neaverth, 2015). This can be considered as an 

early indication of guidance that applying PMO and 

PPM will bring value to the organization, hence it 

is recommended to start nurturing PMO practices 

in banks, which do not have a formal PMO by 

establishing one. Nevertheless, this study is not analyzing 

how the PMO practices and PPM Capabilities are 

correlating with the bank's performance. 

This study has limitations as it has been done 

sometimes in the past. The other constraint is also 

based on the availability of the current updated data, 

where secondary data referred to in the special report 

from Infobank Magazine is no longer available. 

The next study needs to be conducted to see how 

those factors are influencing the bank's performance. 

Aside from it, the next research can be conducted 

with the extended context of financial services such 

as insurance, multi-finance, securities, and pension 

funds. Furthermore, additional more updated and relevant 

constructs/variables can be added to the model in 

the next future research.
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