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This collection of articles lays out the foundation 
of LPM fundamentals that create the bedrock for 
success. As an organization gains visibility and 
control over its portfolio, along with downstream 
Lean-Agile execution, it begins to sustain and thrive 
at and ahead of the market by:

• Launching new products, services, and sales 
channels faster

• Achieving higher sales, new customers, and 
more satisfied repeat customers by not lagging 
in the market, and discovering what customers 
actually value

• Pivoting direction quickly and without disruption

• Smoothly executing the matching function —
demand to supply — and establishing flow

• Optimizing a strategic portfolio investment 
through a well-managed demand funnel, 
collaborative budgeting, incremental funding 
and controlled Work-in-Progress

• Create a demand funnel for qualifying and 
optimizing portfolio-level investment

Welcome to Lean Portfolio Management and a new 
vision for realizing your organization’ transformation 
into a streamlined digital powerhouse.

Introduction
Every organization is in the technology business, 
particularly if it’s challenged to meet ever-evolving 
consumer needs in an accelerating market. 
When technology is key to the organization’s 
core business, growing and maintaining effective 
portfolio management is a primary capability that 
each organization must master.

Not being designed for rapid flow of product and 
information, nor optimized for adaptability, a great 
many organizations today are struggling mightily  
to achieve sustainable innovation and growth.  
The symptoms can be seen in:

• Long cycle times

• Loss of market position

• Stacked up business demand

• Lack of clarity on capacity

• Lack of visibility on work and progress

• Too much Work-in-Progress (WIP)

• Held back by current budgeting and
governance processes

• Confusion around priorities and measurement

The primary emphasis of Lean Portfolio 
Management (LPM) is to align Agile development 
with business strategy and to achieve rapid delivery 
of valued products and services to customers and 
feedback to the organization.  

Introduction

1What is Lean  
Portfolio Management?
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Lean Portfolio Management: An Introduction
We are in the digital age. As Microsoft CEO Satya 
Nadella noted, “Every company is now a software 
company.” And we’re past debating the value of Lean-
Agile methods in software development and business 
execution. Even as we continue to learn better ways of 
working using modern tools, the dominant question 
has become how to scale these approaches to large 
systems and whole organizations successfully.

Mik Kersten1 asserts that “Those who master large-
scale software delivery will define the economic 
landscape of the 21st century.” Evidence of this 
bold prophecy is not hard to find; consider Amazon, 
Microsoft, Apple, Google, and Netflix.    

This problem of digital systems at scale and the 
organizational metamorphosis it engenders is, then, a 
front-and-center problem for the vast majority of large 
organizations today. With this problem lying directly 
in the path of most organizations’ survival in the not-
distant future, it would be invaluable to find a few 
anchoring principles to guide us amid the stream of 
new methods that are emerging daily.

Those principles exist, and if you look closely at most 
new approaches to software delivery at scale and 
portfolio management, you will find them present. They 
are the key principles of Lean dating back to Toyota’s 
early ascendance, reinforced with Agile principles from 
the last several decades. This is what the phrase Lean 
Portfolio Management (LPM) encompasses.

But let’s step back for a moment and focus on the 
goal; the why. We (the organization) need to find 
our customers and stay close to them. We need 
to understand, respond to, and even anticipate or 
create demand faster than our competitors, and we 
need to do that in a way that is sustainable for the 
organization. Finally, we need to do that at the pace 
and scale of today’s global economy. What framework 
developers, practitioners, and leading organizations 
have consistently concluded is that it should start with 
Lean principles.

We must manage flow. That means we must limit our 
work-in-progress, work with small batch sizes, and 
establish pull-driven value streams. We must do this from 
the portfolio all the way down to the individual team.

What Agile principles add to this picture are 
collaborative approaches to improve, accelerate, 
and de-centralize decision making; and acceleration 
of feedback loops to create fast learning cycles. 
Both bring the importance of making work visible, 
continuous improvement, dedication to the customer, 
and leadership and respect. Ultimately, success factors 
for LPM radiate all the way from strategy down to  
team practices.  

Change at the portfolio level itself can be visualized as going from this:

This may be over-simplified, and while there 
are significant mechanics involved in turning an 
organizational ship to operate in this fashion – and 
enablers like DevOps and Design Thinking that play 
in the picture – it remains that if you’ve followed 
what we’ve described so far then you understand 
the essence of LPM and why it is key to enabling 
sustainable value delivery at scale. 

LPM: Where to begin?

Distillation of what has worked out of a decade of 
industry struggles and bright spots in scaling suggests 
these steps:

• Identify value streams

• Identify a vertical slice

• Invite participation

• Focus in parallel on team-level execution

• Lean and improve

• Scale out

For your very first steps, look to the works 
of John Kotter 2 and Peter Senge

“[Creating a learning organization] This is a 
sport that you play as a team. So you have 
to start to find your local team… So the 
ultimate advice is very simple. Get started… 
and find your partners. Because without 
partners, you won’t go too far.” 

Peter Senge, The Fifth Discipline

Part 1: What is Lean Portfolio Management?



8

Part 2: Business-IT Alignment Key to Scalable, Sustainable Lean Portfolio Management

Business-IT Alignment 
Key to Scalable, 
Sustainable Lean 
Portfolio Management

When we attempt to scale 

Portfolio Management at the 

portfolio level, the impact of 

the problem is exponential.

2
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Lean-Agile Delivery is Powered  
by Business-IT Alignment
Lean Portfolio Management represents the logical 
spread of Lean-Agile practices through IT and the 
broader organization. As more teams adopt these 
practices, as DevOps accelerates deployment and 
feedback loops, the final barrier to rapid learning and 
market response is planning and management.

You will notice we don’t say IT planning and 
management because Lean Portfolio Management 
embraces both IT and business. Missing this point 
could be your biggest mistake; understanding it may be 
the key factor in break-out success as an organization. 

Aligning IT with the business has been a top 10 concern 
since it first appeared in the Society for Information 
Management (SIM) Studies in 1984. In the last 19 years 
it was ranked number one 12 times and in the top two 
all but one year.

The days of the business simply handing some 
requirements over to IT to build are gone. Business-IT 
alignment (including collaboration as a condition) is the 
foundation and scaffolding upon which Lean Portfolio 
Management and business agility are built.

Business-IT Alignment is at the 
Heart of LPM
Business-IT alignment is the necessary ingredient 
to accelerate decision making, make optimum 
investments, and enable your ability to change at 
speed. This can be seen by examining the opposite.

Efforts to scale up or scale out Lean-Agile practices 
generally originate in IT. This makes sense to a point. 
But, even at the team level, lack of product owner 
engagement, a poor relationship with the product 
owner, or a product owner who was established by 
IT, but with little decision-making authority on the 
business side, will result in poor quality, low-value 
products, and costly waste.

Misalignment Problems at Scale
When this sort of business-IT misalignment occurs, the 
same bad results occur, but worsened because these 
poor outcomes are now occurring at scale. The results 
are continued, unsustainably slow and bureaucratic 
portfolio management. In the worst case it can result 
in a “transformation” that creates more administrative 
overhead, greater confusion, and a weakening market 
position. 

When we attempt to scale at the portfolio level, the 
impact of the problem is exponential. 

How should we leverage IT as an inseparable element 
of business services and products to forward business 
objectives? How do we choose? How do we monitor? 
And, how do we decide in a way that’s adaptable, 
flexible, and produces optimum solutions?  Without 
initial alignment, and practices that maintain and 
reinforce it, we cannot decrease cycle time, increase 
adaptability, or improve the fit and quality of our 
products and services.

Lean-Agile Delivery is Powered by 
Business-IT Alignment
Where is alignment needed? At each stage of Lean-Agile 
Product/Service Delivery from strategy to consumer:

• Business strate →  to  →  IT portfolio strategy

• Portfolio strategy →  to  → Budget allocations  

• Budget allocations →  to  → Specific product/Service 
functionality bets and enablement

• Functionality bets →  to  → Team level delivery 
increments

• Delivery increment →  to  →  Customer

• Customer feedback →  looping back up this chain 
with real-time speed and transparency

What Does Business-IT Alignment in Lean 
Portfolio Management Look Like?

Here’s what happens at each level when Lean Portfolio 
Management is appropriately in place:

Business and IT are working together closely using 
proven methods to shape the next piece of customer 
value delivery or to pivot in a new direction based  
on rapid feedback and information flow. At each  
level, the wise organization includes the customer 
directly in the process whenever possible. Lean 
Portfolio Management, when correctly applied, 
provides the structure for and inherently builds 
business-IT alignment.

Some suggest that these business and IT groups will 
simply become product groups and that the primary 
function of centralized IT in the future will be to create 
safe environments to experiment freely and effectively.

If an organization can achieve the kind of business-IT 
alignment described above, they will experience the 
natural evolution of product and service development 

in response to the fusion of technology with business 
products and services. Both, CEO and CIO, need 
to elevate and grow the business-IT partnership to 
achieve business agility; not only survive but excel in 
their market and with their customers.

What we can say for sure is that this model of high 
alignment between business and IT from top to 
bottom is the natural evolution of product and service 
development in response to market demand and 
the fusion of technology with business products and 
services. The CEO and CIO need to elevate and grow 
this business/IT partnership to maintain and expand 
markets and achieve business agility.

What Should Business & IT 
Leaders Do Now?
CEOs, CIOs and COOs take lead by honoring the reality 
of your product/service strategy and own the vision of 
a Lean-Agile organization.

• First, contextualize the urgency for business-IT 
alignment as fundamental to your organization’s future

• Take up the charge by including growth-minded 
executives who can envision a better path with you

• Ensure that you and your champions are thoroughly 
versed in the core principles involved

• Envision the future and take incremental steps to  
get there 

• And, as noted in the first article of this series, start 
with a small, vertical slice of the organization and 
invite participation    

Part 2: Business-IT Alignment Key to Scalable, Sustainable Lean Portfolio Management
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Part 3: Lean Portfolio Management and Product-based Delivery

Lean Portfolio 
Management and 
Product-based Delivery3Bring the work to the people, 

not the people to the work.
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What if Football Worked the Way Some Large-
Scale Software Development Does?
Imagine you’re part of a football league that rearranges 
the teams every week after each game. Because of 
the weekly reshuffle, some teams are left without key 
skill players like kickers. Your team sometimes has 
to borrow these players from other teams. Games 
get held up at crucial moments, waiting until these 
borrowed players are able to make it to the field! Other 
players have to leave the field half-way through the 
game because their commitment was only for the  
first half.

Not a pretty sight! The quality of the games would be 
poor to say the least.  Fans would depart in droves, 
leaving teams bankrupt.

Welcome to the game of large-scale software 
development as it is being played at many large 
organizations today. Major projects are stood up 
and resources are gathered from various business 
and technical units under complex budgeting 
arrangements. People have their time split across 
multiple efforts. Management’s attention focuses on 
trying to monitor this Rube Goldberg machine. 

In some ways it seems more absurd than our ridiculous 
sports analogy.

Why would any company operate this way?

“The problem is not with our organizations 
realizing that they need to transform; the 
problem is that organizations are using 
managerial frameworks and infrastructure 
models from past revolutions to manage 
their businesses in this one.” 3

Mik Kersten

By “past revolutions,” Kersten is referring to earlier 
technological revolutions. According to Carlota Perez4, 
these occur about every 70 years. The most immediate 
predecessor to this software and digital revolution, 
The Age of Oil and Mass Production, is what many 
organizations remain stuck in today. It is also the age  
of Taylorism and Sloan, the age of hierarchy and 
breaking everything down into repeatable actions by 
replaceable people. 

This model does not work very well in the age of digital, 
the age of the customer and fast response, the age 
of knowledge work.  In fact, it’s well known that this 
approach doesn’t work. As Kersten notes, many of the 
executives struggling to transform their organizations 
know it too. They just don’t know what to do about it. 

Organizing Around Product

There are several responses to this problem and 
several factors involved in solving it at any company. A 
key one, and the topic of this third insight in the series 
on Lean Portfolio Management (LPM), has to do with 
structure and three critical actions:  

• Organize our system development capability around 
products, not projects 

• Stop behaving like the crazy football league, building 
up our teams and then tearing them down again 
after every game 

• Bring the work to the people, not the people to the work

Minimizing Handoffs and Maximizing Value

Besides having stable teams, we want everyone that 
we need on the team. We want to minimize handoffs 
— the business lead handing off to IT, the architect 
handing off to design, and so on. Everyone associated 
with the product is brought together. If this sounds like 
cross-functional Agile teams, that’s exactly right. 

Now, we’re extending that concept across the whole 
set of activities — from sensing a customer need 
to delivering and supporting a sustainable solution 
that satisfies that need. Every person, every system, 
every information flow associated with that end-to-
end process is brought together. This combination 
of people, processes, and systems is dedicated to 
delivering specific value to a customer. It’s referred to 
as the value stream.  

The benefits of organizing into value streams include:

• Aligning people and teams to a common goal

• Dramatically reducing time-to-market 

• Minimizing external dependencies, which decreases 
wait time

• Accelerating learning and information flow

This clearly makes sense. The friction and “noise” in the 
system drop dramatically as does waste, thrashing, and 
late, off-target deliveries.

Part 3: Lean Portfolio Management and Product-based Delivery
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Lean Portfolio 
Operations and the 
Power of Simplicity

Part 4: Lean Portfolio Operations and the Power of Simplicity

4Our view is that portfolio 

management cannot exist as a 

detached function that leaves  

it to others to make sure  

all goes smoothly.
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What is the most complex activity you can think of? 
Running a city? Planning an Olympics? Sending people 
to Mars? Some activities are complex technically, others 
managerially; some are both.

Where would you put Lean Portfolio Management 
(LPM) on this scale? Managing the organization’s IT 
investment in a way that creates sustainable speed, 
learning, quality, and customer awareness.  While you 
probably wouldn’t see it as the most complex problem 
we face today, chances are you’d view it as dauntingly 
complex.

That viewpoint could be your first mistake.

Similar to Conway’s Law, if you conceive the problem 
to be highly complex, that’s what your solution is likely 
to look like.  But that is the exact opposite of what 
we want to achieve with the operations side of Lean 
Portfolio Management. Just as the name suggests,  
it needs to be lean, fast, and adaptable.  
Simplicity is our friend. 

Taking the Complexity Out of 
Portfolio Operations

Here, we distill Lean Portfolio Operations into its 
fundamental activities. Otherwise, we are liable to 
invent another slow, complex, inscrutable solution 
of the past and be no better off. 

Fundamentals of Lean Portfolio 
Management Operations

What do the activities of Lean Portfolio Operations look 
like when we boil them down?

• Maintain a flow of qualified initiatives for consideration

• Match budget to initiatives and prioritize allocations

• Monitor progress of the portfolio initiatives and
adapt investment when needed

• Provide execution guidance and facilitate
operational excellence

That’s just four activities. Some would say it’s only three 
and that the fourth is not a portfolio management 
responsibility at all.  Our view is that portfolio 
management cannot exist as a detached function that 
leaves it to others to make sure all goes smoothly.

From Foundation to LPM Operation Principles

If we account for these four activities we’ll be in pretty 
good shape provided that we also apply the following 
six principles:

1. Limit work-in-progress

 ° Ensure that the process does not become
hopelessly jammed.

2. Collaborate and apply systems thinking

 ° Apply live, collaborative prioritization and review
decisioning that bring together business and IT 
stakeholders with processes that combat ritual.

3. Deal effectively with uncertainty

 ° Don’t demand to know more than what analysis
can provide early on, creating an illusion of 
control. Learn how to make decisions quickly with 
the right collaborative input, knowing that you 
will take opportunities to review and adapt. This 
principle is supported by the last few principles:

4. Make results visible

 ° Not through slow, wait-inducing document
compilation and circulation, but through real-time 
rollups of decomposable metrics.

5. Work on cadence

 ° Give all the moving parts the opportunity for
alignment and reset when needed.

6. Delegate decision making

 ° Move at speed and make better decisions. Review
KPIs along the projected path, overall operational 
status and risks, and any environmental shifts.   

These six principles will help you accomplish the four 
activities at the speed, accuracy, and quality required 
by the market. You learn by implementing the four 
activities, together, in a smaller area first (per the start-
up steps described in article three in this series). Then, 
learn from doing and scale-out.

Maximizing the Value of Lean Portfolio 
Operations

Four activities and six principles. What we said about 
the essence of Lean Portfolio Management as a whole 
article one in this series applies similarly here to 
Lean Portfolio Operations. While there are plenty of 
mechanics and a few challenges beneath the surface  
of the four activities just mentioned, if you grasped 
those and the six principles needed to accomplish 
them, then you have grasped the essence of Lean 
Portfolio Operations.

These simplicities will serve you well as you move  
into action. They will help you sort out which actions 
are valuable and which are ritual. What’s important  
and what’s waste? They will help you stay the course 
and find your unique route. And, they are the 
foundation of what we use at SDLC Partners to guide 
clients to streamlined, effective, and scalable Lean 
Portfolio Management.

That’s the power of simplicity. 

Part 4: Lean Portfolio Operations and the Power of Simplicity

These simplicities will serve you 
well as you move into action. 
They will help you sort out which 
actions are valuable and which 
are ritual. What’s important and 
what’s waste? 

https://sdlcpartners.com/
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Part 5: How Can Lean Portfolio Management Accelerate Healthcare’s Transformation?

How Can Lean 
Portfolio Management 
Accelerate Healthcare’s 
Transformation?5While the principles behind 

many of these approaches are 

long-established, these ideas 

and models have taken on new 

life in the digital age, and each is 

powerfully useful.
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What is the most complex activity you can think of? 
Running a city? Planning an Olympics? Sending people 
to Mars? Some activities are complex technically, others 
managerially; some are both. 

For our colleagues in healthcare, we take a short 
side road in our series, exploring how Lean Portfolio 
Management fits into the transformation of healthcare 
services. Just how vital is LPM in addressing the perfect 
storm of challenges and opportunities that the industry 
is trying to navigate?

Healthcare is the Perfect Opportunity for 
Lean Portfolio Management

Healthcare has it all. An explosively complex ecosystem 
of providers, payers, services, and technologies — 
trying to converge on seamless customer care that 
provides positive outcomes tailored fluidly to the 
moment. It has a matching explosion in data and the 
need to harness it in service to that goal and reduce 
administrative load, with both goals facing an ever-
growing labyrinth of regulation. 

This is the healthcare context for a broader, underlying 
juggernaut of digital enablement, the demand it 
creates for better and better user experience, and the 
possibility of delivering it. 

Part 5: How Can Lean Portfolio Management Accelerate Healthcare’s Transformation?

Lean Portfolio Management for Healthcare
For healthcare, every factor is amped up in scale  
and complexity:

• data overload

• tightly locked webs of transactions, services,  
and stakeholders

• walls of independent hierarchies and systems that 
must fuse to accelerate flow and unify service

• new and ever-changing regulations clinging to every 
information flow

• tremendous opaqueness across systems  
and organizations

LPM to Streamline Operations and 
Eliminate Waste in Healthcare

Where does LPM enter that fray? One clear point 
where LPM can be valuable is at the moment of 
last resort.  When the forces mentioned above are 
beginning to submerge the organization beyond even 
basic sustainment, there is still a starting point. Make 
work visible and eliminate waste. This is basic program 
management or Lean action. Still, it also steps in to 
free up some “oxygen” to apply to the real problems of 
disentangling systems, delivering better customer care, 
and improving analytics.

LPM & Value Stream Mapping Reveal 
Redundancies & Inefficiencies

Value stream mapping will help expose these areas, 
along with islands of innovation twinkling in the 
maze. It will also provide a viewpoint to eliminate 
redundancies, lower priorities, and excess work-in-
progress, which is always present. The steps laid out in 
article one and article three in this series still apply, but 
here we are touching on a whole other use of LPM.

LPM can be a Diagnostic Tool to Reveal 
Problems between Strategy & Execution

The principles and practices of LPM also provide a 
lens through which to view your organizational and IT 
situation holistically and in context.  It can be used as  
a diagnostic. 

Many new ways of working, managing, and developing 
systems have been blowing through organizations in 
the last two decades in response to and driven by the 
interconnected market and technological change. Agile, 
DevOps, Lean, organizational models, approaches to 
innovation, and a plethora of tools and methods exist 
in each bucket. 

While the principles behind many of them are quite old, 
these ideas and approaches have taken on new life in 
the digital age, and each is powerfully useful. However, 
as the lynchpin between strategy and execution, LPM 
has become the capstone and orchestrator for all of 
these. It makes visible and manages the final, holistic 
context of business value delivery and purpose that  
all of these mindsets, frameworks, and principles exist 
to support. 

LPM Provides Observable Evidence of 
Barriers & Indicators for Success

That is our premise.  Not because it sounds great, but 
because it’s observably true. Although there are areas 
we have not yet looked closely at in this series, you 
could take just what we’ve discussed so far and use it 
to look out over your healthcare department, business 
unit, or organization and conceive how it might work 
better. If you did it diligently and with a clear eye, 
you would be able to have a highly useful view of the 
significant barriers you face, targets to achieve, and 
next steps to move forward, including:

• Where is the portfolio most impeded in supporting 
the strategy the organization is trying to carry out?

• Where is execution most flawed relative to what we 
now know should ideally be happening? 

In Agile circles, it is often said that Scrum by itself does 
not solve any impediments to delivery; it simply makes 
them painfully evident. So it can be said of LPM at 
the level of the entire portfolio and for value delivery 
across the whole organization.

LPM is Particularly Useful in Healthcare 
Because it Simplifies the Complex

While you and your committed partners may need 
to start in a vertical area to hone portfolio execution 
before going broad (See article three in series), you 
can now confront a wider scene and conceive a path 
forward through your transformation journey. This 
is especially important in industries like healthcare, 
where almost every facet of the sense-and-deliver 
challenge is large, complex, and seemingly bound 
to every other. Using the underlying principles and 
essential constructs of LPM can help you find your way.

"Healthcare has it all. An explosively 
complex ecosystem of providers, payers, 
services, and technologies — trying to 
converge on seamless customer care 
that provides positive outcomes tailored 
fluidly to the moment."
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About SDLC Partners  
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solutions for connecting business and technology, 
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CitiusTech, a renowned international consulting firm, 
expanding SDLC Partners’ reach and capabilities.

The Author

Let’s Bring LPM to Life in Your 
Organization
Lean Portfolio Management is a modern capability 
and essential function that every organization should 
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methodology, and tools to accelerate transformation 
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Contact us. 
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