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Project Portfolios: Idea
Inventories
An unintended outcome of project
planning cycles is the deepening of the
chasm between delivery organizations
and their business clients. These planning efforts start with great intentions
and tight development of business cases
during the creation of project charters.
Good communication typically occurs
during project charter “season,” as business organizations lead value-driven
discussions about capabilities and features needed to respond to market opportunities or competitor threats. This
high-bandwidth communication often
degrades as technical organizations require analysis time for each technical
silo—data, QA, mid-tier, UI, and any
other tier organization that exists. Once
the analysis in silos begins, a clear, lean
anti-pattern [1] appears and integration
is delayed until some point far in the future of the project lifecycle.
Project-driven organizations typically
focus on minimizing cost while maximizing utilization of resources, instead
of focusing on speed and realizing the
value of incremental delivery capabilities that are prioritized by return on investment (ROI). The faulty thinking is
that careful, up-front planning can substantially minimize risk. In fact, delays
caused by excessive up-front planning
are often the biggest project risk encountered. This article dispels the myth
of up-front planning as a panacea and
offers an approach to driving the enterprise by prioritized business features
that are managed in a visible portfolio.
This lean portfolio management hastens
the delivery of value to the business’s
customers—both internal and external.

Project Portfolio
Management
Organizations that embrace classic
project portfolio management (PPM)
must exhibit administrative excellence in
order to be successful. The sheer bulk of
projects that must be estimated, planned,
and staffed creates a resource-loading
problem that is difficult to solve and that
is only as strong as its weakest link—the
first project that gets behind. A common
approach to justify PPM is to create the
illusion of rapid delivery by releasing
twelve- to eighteen-month-long projwww.StickyMinds.com

ects every quarter. To the business, this
makes a predictable pattern of change,
which is desirable as long as high-business-value solutions are being delivered.
But therein lies the problem; IT projects
that began twelve to eighteen months
ago were valued at market conditions
that may have long since disappeared.
Another feature of the PPM cycle
is that it creates a nearly unsolvable
problem of a resource-loaded plan. Once
projects are selected, an IT organization
must load balance its staff by shifting the
projects around so that resource demand
is steady. This resource-driven behavior
sacrifices business value in two ways: It
batches together features into projects,
holding high-value features hostage to
lower-value, lower-return features; and
heavy administration is required, which
is manifest as a task-based approach.
Once the organization begins to
focus on decomposing software development into sub-processes defined by
these tasks, the opportunity for creating
a stream of products is compromised.
Projects get larger as the process—assigning and tracking tasks and delivering handoffs—slows down the enterprise. This slowing makes it necessary to
create large batches of requirements, so
the organizational skill for quick release
of high-value features becomes compromised. This approach has inherent risks
insofar as there are many dependencies
between these projects—when one is delayed, a cascading effect of changes to
the others occurs.
Mary and Tom Poppendieck [2] have
applied lean principles to software development and point out that twelve to eighteen months to deliver an idea from “concept to cash” is wasteful. IT organizations
that utilize PPM administer large batches
of requirements, which are inventories
of ideas. Lean tells us that creating and
managing large inventories is wasteful.
These large inventories of requirements
are managed by big planning efforts that
result in long delivery cycles. Discoveries
are treated as errors in the process and are
managed by restrictive change control.
Figure 1 illustrates the time dependencies of multiple projects managed by a
yearly PPM cycle.
When viewed graphically, several of
the challenges of this type of planning become apparent:
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Figure 1: Multiple, parallel projects—timing and sequence of delivered projects is “driven” by availability of resources, instead of business need.

•

•

•

The least valuable feature of a
project holds all the other features
“hostage” until it is completed,
since the entire project is delayed
until all features are completed.
If one project is delayed, it can
cascade into delaying other projects.
It is difficult to insert newly discovered features that have higher
business value to the organization.

The Lean Portfolio
In contrast to the PPM cycle, the lean
portfolio approach allows stakeholders
and clients to identify and prioritize
features that create the highest ROI for
the business. The lean organization is
structured so that cross-functional teams
can review and break down both business features and system dependencies in
order to build minimal releasable software solutions. As opposed to PPM’s
task-based administrative approach, the
lean way is a results-based validation
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Figure 2: The project charter and how to transition to lean portfolio management
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Figure 3: The lean portfolio—prioritized feature set, staged and decomposed into user and system stories (yellow cards)

approach. Status reviews are no longer
based on tasks completed but instead on
validation of technical results.
At first glance, the often-made assumption is that a premium must be
paid—in terms of resources utilized and
quality sacrificed—to deliver sooner.
The promise of lean, seen as this article
unfolds, is that you don’t have to pay a
premium but, in fact, just the opposite.
By focusing on small, releasable features with the goal of getting software
completed all the way through development, an agile team quickly exposes
impediments to delivering rapidly. These
impediments are normally hidden in
large waterfall projects, as processes to
transform handoffs create illusions of
control.
A common misunderstanding in agile
methods such as Scrum is that teams
should not look ahead but instead should
focus only on the work for the current
iteration. This pattern is a leading cause
of failed agile teams. Scrum doesn’t say,
“Don’t do product planning or release
planning.” Similarly, lean tells us that it
is important to look ahead, just not too
far ahead. The lean product portfolio allows priorities to be set and elaboration
of details to occur at the right respon-

sible moment. Agile methods allow a
learning organization to emerge, which
results in predictable estimation of features described at the capability level.
These features can be decomposed in
advance of the iteration in which they
are actually implemented by establishing
lean flow that is conceptualized by the
planned release of features.

Let the Value Lead
Driving from business value means
that IT is focused on rapid, high-quality
delivery of the highest-value features. A
clear violation of this pattern often occurs when a project is undertaken to
rewrite an existing system using a new
technology. Often, misguided intentions
of strategic technology changes result
in long, drawn-out projects that, in the
end, deliver no new business value. Entire IT organizations can get drawn into
these black hole projects that put business in the backseat with IT driving. The
cost-minimization argument helps justify
technology conversion projects, since no
new requirements have to be gathered.
Unfortunately, a very common outcome
is that many of the unused product
features—as well as system errors—are
converted, also.
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The right way to do conversion (or
any) projects is to utilize and empower
cross-functional teams to build incremental slices through the system so that
the business stakeholders can validate
realizable features as the technology is
converted. This allows business value to
drive and allows the development team
to focus only on high-value, required
features and not to waste time converting the unneeded features—or worse,
bugs—of the system. It also allows the
business to embrace market changes and
opportunities that will arise during the
conversion project. However, it requires
an investment in training the technology
organization in the use of agile design
patterns and test-driven development.
These agile engineering practices allow
teams to create change-tolerant architectures that give them the confidence
to make aggressive design changes, and
suites of automated regression tests
allow verification that nothing existing
is broken as changes are implemented.
Organizational structure will indicate
if IT is driving the business clients [3].
A clear indication of this is when an IT
organization is structured around technical or functional areas, such as enterprise data, interfaces, or requirements.

MARCH 2009

BETTER SOFTWARE

29

Figure 4: Each iteration delivers working software, measured in “story points.” The release status can easily be tracked in a burn-up chart.

These sub-organizations could appear
in any IT organization, no matter what
industry the business is in. These organizations fail a simple litmus test—clear
line of sight with a business product. By
organizing in this sub-optimal way, projects are delaying integration, which is a
clear violation of the lean principle “optimize the whole.”
Another common pattern observed
in PPM organizations is when large
projects track status against a plan that
indicates progress in each engineering
phase. Agile principles emphasize that
the most valuable indicator of status is
working software. Large engineering efforts often show “green” status through
the requirements, analysis, design, and
build phases, but then mysteriously indicate “red” (as in two months behind)
overnight. Lean claims that inventories
hide true status and quality. Large inventories also mean delays in detecting
errors, which causes waste. These two
factors combine for yet another waste:
large integration costs when unexpected
events occur, due either to timing or to
dependencies between the projects.
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Lean Focus—Speed and
Quality
An enterprise IT organization that
is truly in sync with its business clients
positions itself to help identify minimal
releasable features and is structured to
release them quickly. Organizations
successfully making the transition to
lean-agile discover that by going fast,
impediments are quickly exposed so
that the organization can self-correct.
When the entire enterprise is focused
on speed, market opportunities and
threats can be leveraged and rapid savings or profits realized. In order to accommodate this, IT must begin to see
delivery and quality as sustainable activities, which are constantly improved
by short-cycle feedback loops. Once
time to market becomes the focus,
quality paradoxically goes up, as validation becomes more practical (through
tight business coupling). Building littleused function also diminishes with this
focus. This has the benefit of creating
less complex systems because they
are smaller, resulting again in higher
quality.
www.StickyMinds.com

A common pattern that emerges
from organizations seeking this competitive advantage is that test-driven development and attention to agile design
patterns are necessary for sustainable
scaling of lean-agile teams. The reason
is simple: Allowing productive teams
to deliver quickly will not scale if they
rapidly deliver disparate and redundant
systems. For agile teams to scale successfully, they must pay attention to quality
and integration. Quality comes from
rolling out test-driven development approaches and leveraging emergent design
patterns. This allows agile architectures
that are geared toward change tolerance
to emerge, giving business clients the
competitive advantage of quick time to
market.

The Lean Portfolio—
Expected and Unexpected
Benefits
The lean portfolio is a set or container
of capabilities, defined at a high level,
which the business requires to implement
market or response strategies. These capabilities map loosely to capability state-

Figure 5: To ensure that features are being completed in incremental order, the burn-up chart should have an accompanying feature completion
chart.

ments called out as business solutions in
project charters or statements of work,
as shown in figure 2. We call these capabilities “business features.” The lean
portfolio gives the entire business and
IT organization a focal point, where
line of sight should be established for all
work being undertaken, with the goal of
minimizing work in progress and getting
each capability completed as quickly
as possible. The lean portfolio can be
tracked for reporting, but the real value
to the business organization is to create
a visible display where business features
can be listed to establish priority as well
as technical effort required, as shown in
figure 3.
By creating a lean portfolio of business features, several simplifying patterns
emerge. Businesses can focus on prioritization and are given a clear picture of
business value vs. cost. This is accomplished because agile teams learn how
to provide estimates with just enough
accuracy to determine the best value returned from effort. An effective practice
for institutionalizing this estimation skill
is through the use of story points [4].

The portfolio view also simplifies budget
decisions, as funding centers can be realized by what percentage of features
(along with cost) are staged in the portfolio. Once agile teams establish their velocity, which is effort or story points per
iteration, accurate release plans can be
created that give clear time to market for
business goals, as shown in figures 4 and
5. If increased speed is required, then
agile teams are scaled and integrated so
that each team works toward visible release plans. This visibility is vital so that
integration teams can look horizontally
and leverage opportunities for refactoring and prevent duplicate work.
Dwight Eisenhower once said, “In
preparing for battle, I have always found
that plans are useless, but planning is indispensable.” So should an IT enterprise
approach delivery of business solutions.
A lean portfolio of features should be
established to allow business and technology to explore ROI vs. technical risk.
Correct selections of budgeted work can
be allocated, as well as the creation of
right-sized work that can be correctly
estimated and pulled into a scaled agile
www.StickyMinds.com

organization. A predictable release plan
can be made visible allowing the enterprise to deliver technology solutions
that are guided by business value. With
a focus on correct engineering practices,
enterprise agility will emerge, allowing
the organization to be change enabled,
which provides the competitive advantage afforded by quick time to market.
{end}
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Drive from
Business Value
BUSINESS-DRIVEN SOFTWARE DEVELOPMENT
Business-Driven Software Development is Net Objectives’ proprietary integration of Lean-Thinking with
Agile methods across the business, management and development teams to maximize the value delivered
from a software development organization. This approach has a consistent track record of delivering
higher quality products faster and with lower cost than other methods.

Business-Driven Software Development goes beyond the first generation of Agile methods such as Scrum
and XP by viewing the entire value stream of development. Lean-Thinking enables product portfolio
management, release planning and critical metrics to create a top-down vision while still promoting a
bottom-up implementation.
Our approach integrates business, management and teams. Popular Agile methods, such as Scrum, tend
to isolate teams from the business side and seem to have forgotten management’s role altogether. These
are critical aspects of all successful organizations. Here are some key elements:
•
•
•

Business provides the vision and direction; properly selecting, sizing and prioritizing those products
and enhancements that will maximize your investment.
Teams self-organize and do the work; consistently delivering value quickly while reducing the risk of
developing what is not needed.
Management bridges the two; providing the right environment for successful development by
creating an organizational structure that removes impediments to the production of value. This
increases productivity, lowers cost and improves quality.

BECOME A LEAN-AGILE ENTERPRISE
Involve all levels. All levels of your organization will experience impacts and require change management.
We help prepare executive, mid-management and the front-line with the competencies required to
successfully change the culture to a Lean-Agile enterprise.
Prioritization is only half the problem. Learn how to both prioritize and size your initiatives to enable your
teams to implement them quickly.
Learn to come from business need not just system capability. There is a disconnect between the business
side and development side in many organizations. Learn how BDSD can bridge this gap by providing the
practices for managing the flow of work.

WHY NET OBJECTIVES
While many organizations are having success with Agile methods, many more are not. Much of this is due
to organizations either starting in the wrong place, such as focusing on the team when that is not the main
problem, or using the wrong method, such as using Scrum or kanban because they are popular.
Net Objectives is experienced in all of the Agile team methods (Scrum, XP, Kanban) and integrates
business, management and teams. This lets us help you select the right method for you.

info@netobjectives.com

www.NetObjectives.com

1.888.LEAN-244 (1.888.532.6244)

LEARN TO DRIVE DEVELOPMENT FROM THE DELIVERY OF BUSINESS VALUE
What really matters to any organization? The delivery of value to customers. Most development organizations, both
large and small, are not organized to optimize the delivery of value. By focusing the system within which your people
are working and by aligning your people by giving them clear visibility into the value they are creating, any development
organization can deliver far more value, lower friction, and do it with fewer acts of self-destructive heroism on the part
of the teams.

THE NET OBJECTIVES TRANSFORMATION MODEL
Our approach is to start where you are and then set out a roadmap to get you to where you want to be, with concrete
actionable steps to make immediate progress at a rate your people and organization can absorb. We do this by guiding
executive leadership, middle management, and the teams at the working surface. The coordination of all three is
required to make change that will stick.

OUR EXPERTS

SELECTED COURSES

Net Objectives’ consultants are actually a
team. Some are well known thought
leaders. Most of them are authors. All of
them are contributors to our approach.
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