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Idea of Managing IT as Portfolio

� Investment decision, risk management (Warren McFarlan, 1981

� Tool for managing infrastructure, services, activities

Portfolio:Portfolio:

collections of resources.

Portfolio Management:

a powerful tool for planning and decision-making about IT 

investments and resources



Basic Portfolio Template



Application Portfolio Example (individual case)



Portfolio Management

portfolio management is to reduce the number of low-impact applications



Portfolio Management 



IT Portfolio enables management to: (General)

� Prioritize new investments.

� Understand the allocation of resources in both new 

investments and in ongoing lights-on expenses.

� Set targets for resources in the lights-on budget, in terms of � Set targets for resources in the lights-on budget, in terms of 

service and quality and in terms of cost and cost reduction.

� Evaluate the performance of portfolio elements.

� Cull the lights-on portfolios of low-quality or poorly performing 

or overly costly elements.

� Establish strategy for the renewal of lights-on portfolio 

elements.



IT Portfolio enables management to: 

(IT Resources)

� The IT resources applied are at the right level.

� Any applications, services, or infrastructure elements need 

renewal or elimination.

� The set of investments in IT match the current needs of the � The set of investments in IT match the current needs of the 

business.

� The set of investments serve its long-term strategic intentions.

� The mix of investments in the portfolios are reasonably 

balanced with regard to service and quality.

� Some IT resources are underperforming.



FOUR IT PORTFOLIO CONCEPTS

1. Portfolio management applies to the entire set of IT resources; 

2. IT resources are divided into new investment and lights-on 

portfolios; 

3. lights-on expenditures are classified from an IT perspective, in 3. lights-on expenditures are classified from an IT perspective, in 

portfolios related to technology management; 

4. the New Investment portfolios are classified from a business 

perspective, similar to financial investments.



Concept 1: Portfolio Management applies to the 

entire set of IT resources.

� Most current industry practices limit the role of portfolio 

management to the new application development and 

infrastructure development projects for the company

� There are some practical problems to use portfolio 

management for the entire IT spend



Concept 2: IT resources are divided into new 

investment and lights-on expenditures.





Concept 3: Lights-on expenditures are classified from an IT 

perspective, in portfolios related to technology management





Concept 4: The New Investment portfolios are classified 

from a business perspective,

similar to financial investments.



Four Portfolio Categories (McFarlan)

Warren McFarlan, “IT Changes the Way 

You Compete,” Harvard Business Review,

May–June, 1984, pp. 98–103.



Four Portfolio Category Descriptions for 

Development Portfolios



Example Balance of IT Portfolios



Problem in Portfolio : appropriate level and 

coverage



Appropriate : Just Light on Portfolio



Coverage: Focus 



Result of applying Portfolio


