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The Messy Business 
of Managing Investments 
in Applications

INTRODUCTION
Application Portfolio Management (APM) can 

be a messy business. It’s complex and constantly 
changing yet getting a handle on it is critical. With 
applications accounting for, on average, 34% of a 
company’s IT budget, improved management of the 
application portfolio stands to strengthen the overall 
IT portfolio and better position IT to support 
organizational growth and deliver value. 

Current estimates show most businesses are 
spending 75 to 80% of their budgets on run-the-
business investments leaving little for investing in 
business growth and transformation.  APM provides 

GROWTH CAPACITY GAP
The company’s ability to invest in growth depends on its available capacity. This is 
challenging for organizations which are experiencing an increase in growth opportunities 
but are over-invested in the “keep the lights on” expenditures. Companies need to assess 
their capacity gaps and the year over year trends then determine why the gaps are 
increasing and what they can do to decrease them.
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IT with a vehicle to change the Run-Grow-Transform 
ratio and better align IT with the organization’s 
strategic business goals.

If you are managing projects in IT, APM can 
inspire you to rethink the very nature of traditional 
PPM. If you are managing the investment 
in applications, APM can help you grasp the 
integrative nature of decisions in terms of processes 
and people. If you are an executive, APM can help 
you peer into the future by understanding how 
value is created and how important it is to manage 
investments with a lean frame of mind.  

DEBUNKING THE 
GROWTH-CAPACITY GAP 

All around the world, things are looking better. 
Recovery is gathering pace. 

Business growth rests on a strong ability to 
invest. The trouble is that there is not enough 
money to invest in growth. Companies have made 
it clear that, even though they want to invest in 
growth, they are in no hurry to increase the total 
capital available for all type of investments. 

What are the barriers to growth? Why don’t we 
have enough capacity for growth? The answer is 
simple.

First, the run-the-business investments are 
consuming all available funds. Businesses start 
to realize that they cannot enjoy growth until 
the overhang of run-the-business expenses is 
reduced. The way to reduce the run portion of 
the investments is to restructure and reduce all by 
considering expense sources - projects, applications 
and infrastructure. 
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EFFECTIVE ENTERPRISES SPEND LESS 
ON THE RUN
Research tells us that Leaders have found ways to adjust their IT spending so that less 
is dedicated to the Run. Those organizations have demonstrated greater enterprise 
effectiveness achieving on average 86% of their strategic and fi nancial goals.
(Gartner Executive Programs 2009 CIO Agenda Survey)
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Second is the absence of smart investment 
management for the grow-transform portion of the 
investment portfolio. According to both Gartner 
and the Standish Group, close to 40% of IT 
investments are ineffi cient. 

PPM defi nitely is not enough to tackle the 
issues at hand. We need to look at APM and begin 
by uncovering why the gap between demand and 
capacity is so signifi cant. What’s wrong with our 
existing Application Portfolio Management?

WHAT’S WRONG WITH CURRENT APM?
It’s not uncommon for businesses to blame IT 

for things that go wrong. Some take it a step further 
asking whether IT matters at all. The recrimination 
and low confi dence in IT’s ability to manage 
the applications portfolio misses the point. The 
question isn’t who to blame but rather what got you 
there in the fi rst place.

Complaints over a lack of clear metrics for 
investment’s ROI and RONA are not unusual. 
When coupled with a lack of organization-wide 
ROI, it becomes an even larger issue. The result is 
often management being unwilling to invest, not 
because of the investments themselves, but they 
object to the absence of a way to gauge success.

Battles over the inability of IT to support growth 
are not new. Organizations have failed to properly 
manage the Run-Grow-Transform portfolio mix for 
the last 50 years but there’s a new battle brewing 
over businesses that may be inclined to strip IT 
from a good portion of Run and reallocate it to 
Grow and Transform investments.

Every organization is obliged to make APM 
decisions. Making diffi cult lifecycle investments 
and tracking decisions that are not transparent 
and logical could render APM unmanageable and 
ungovernable. 

Accepting a lack of creative ideas is less 
sustainable than ever and a management 
philosophy to live with this limitation depletes and 
wastes company resources, and delays achieving 
business outcomes. What is needed is a powerful, 
effective, and broadly accessible approach to 
innovation that can integrate both business and IT 
and be used to generate breakthrough ideas that are 
implemented and have an impact.

The complaint that IT is not effi ciently 
managing costs is not unusual. IT has long enjoyed a 
privilege of “printing money.” The trouble has been 
the lack of cost transparency, an inability to manage 
budget variance, and a fragile ability to respond to 
organizational IT cost reduction mandates.

Retrenchment

RUN THE BUSINESS CONSUMES IT SPENDING
Typically, Run spending accounts for 60-70% of a company’s IT budget.1 The level of 
Run spending is indicative of the general maturity and sustainability of the enterprise. 
Gartner recognized that “RGT is about what business do and not what IT does.”
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It gets worse. We’re moving into an environment 
where organizations lack the fi nancial maturity and 
accountability for benefi ts realization and fail to 
conform to investment policies and guidance. It can 
send the organization into a death spiral. Unless 
taken seriously, different parts of the organization 
will decide which obligations to honor, which bills 
to pay, whether to slash spending so deeply it causes 
operational breakdowns, or whether to splurge on 
“pet” investments. 

The challenge is to fi nd a way to step back 
from the edge. IT will not lose the privilege of 
“printing money” overnight but will lose power in 
an organization. Proceeding with the same wasteful 
ways may not threaten the enterprise but will 
certainly weaken it.

What can be done? In the short term, organizations 
need to analyze what got them there and reprioritize 

so they can fi nd a way out. In the long term, 
corporations need to tackle the institutional 
investments framework. It’s time for less cliff 
hanging management and more common sense.

Ideally, there would be a simple, easy to follow 
recipe for success in investing in applications 
whether the business is doing so through APM 
or IT PPM.  While the nature of IT investment 
decisions renders that impossible, there are 
useful starting points for the conversation. The 
organizations’ dramatic growth capacity gaps have 
long puzzled the business and IT. No single theory 
solves the puzzle. Our view is that APM and PPM 
maturity have a strong impact on the applications 
and projects portfolio yield. Without strong APM 
and IT PPM maturity levels, organizations will 
struggle to create optimal application and project 
portfolios.

APM CAPABILITIES 
ARE FALLING SHORT

Almost every organization has worked to 
transform their business processes. Yet, strangely 
enough, few companies have a well-honed process 
for managing applications. 

Gartner reports the average APM maturity levels 
are at 1.37 out of 5 which is signifi cantly less than 
the average across all topics which is 1.74. Notably, 
fi nancial management, both an important consumer 
of APM information and source for it, also has low 
maturity averaging 1.73. In stark contrast, project 
and portfolio management is the most mature with 
an average of 2.13.

With applications being a critical capability 
and consuming so much of an organization’s 
IT budget, the danger is poor APM can lessen 
the effectiveness of an organization’s overall IT 
portfolio management capabilities.  

IT MATURITY SCORE
Successful companies realize that IT maturity is a form of differentiation that has a positive 
correlation with enterprise investment outcomes such as ROI and ROA. There is a lot that 
companies can do to move beyond level 2 and reach level 3 or 4. Higher levels of maturity 
deliver enduring enterprise investment outcomes. We found that the most enduring returns 
occur at levels 3 and 4. You don’t have to reach level 5 to reap benefi ts.
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With applications being a critical capability and consuming so much of an 
organization’s IT budget, the danger is poor APM can lessen the effectiveness 
of an organization’s overall IT portfolio management capabilities.
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PRINCIPLES OF IT INVESTMENT MANAGEMENT
We have identifi ed four key factors which will affect the success or failure of an organization 
to manage investments in applications.

SYNCHRONIZATION
Little known to those 
outside of APM but 
highly valuable is 
synchronization 
– the discipline 
for proactively 
coordinating 
application lifecycle 
transformation. Lack 
of synchronization 
leads to disjointed 
investments that 
may ignore the time 
element that binds 
them and rather than 
having a smooth 
process of “fl oating 
towards benefi ts 
realization,” they 
experience a road 
fi lled with collisions 
and unpleasant 
surprises.

INTEGRATION
One of the 
breakthrough 
factors is that 
portfolio integration 
is becoming 
increasingly 
important and 
challenging. In fact, 
in a recent UMT360 
survey, integration 
ranked as the 
highest priority of 
the four factors. 
The project portfolio 
employs knowledge 
from nearly every 
fi eld of the enterprise 
– from corporate 
performance, 
corporate fi nancial 
systems, IT, 
products and 
assets – to make 
smarter decisions. 
Its absence leads 
to sub-optimal 
decisions and 
hinders the ability to 
reduce redundancy 
and the cost of 
ownership.

TECHNOLOGY
Technology is 
key as it provides 
descriptive 
and diagnostic 
intelligence for 
planning and 
transformation 
decisions. 
Technology 
encourages 
exploration, 
intelligent 
analysis, complete 
perspectives and 
opportunity to share 
and create new 
ideas.

FINANCIAL 
MATURITY
High on the 
list of factors 
impacting any 
Enterprise Portfolio 
Management 
investment approach 
is fi nancial maturity. 
Key effects of low 
fi nancial maturity 
include ineffective 
estimating and 
tracking of the 
application total cost 
of ownership and 
related cost drivers.

For IT, gone are days of managing investments 
with antiquated PPM methods. Globally, 
organizations are struggling with low IT investment 
performance despite investments in PPM software 
and the hard work of well-intentioned professionals. 
Incremental fi xes such as project optimization, 
governance enforcement and the implementation 
of PPM software have failed to right the ship.

It’s time for a fundamental new strategy - moving 
to a high-performance IT investment system based 
on four principles which are interdependent and 
mutually reinforcing . Applied together they are 
a powerful catalyst for progress.  Organizations 
deploying the four Principles of IT Investment 

Management using UMT360 software consistently 
report an increase in IT portfolio success rates as their 
IT investment process improvements spread.

There is no doubt about how to increase 
IT investment performance. The challenge of 
becoming a high performer in IT investment 
management should not be underestimated given 
the entrenched interests and practices of many 
years. The impact of these principles on the IT 
maturity score is striking moving organizations 
from an average APM maturity level of 1.37 to 4.0. 
Businesses adopting the four principles have one 
thing in common – excellent investment results 
over the long term.



5

THE MESSY BUSINESS OF MANAGING INVESTMENTS IN APPLICATIONS

PURSUE DIGITAL BUSINESS MODELS
In my many years working on portfolio 

management, I have asked myself, “What is the 
next killer enterprise investment digital model 
that will systematize all enterprise investment 
knowledge and somehow make it usable?”  
I proceeded to fi nd out how much of the 
systematic knowledge about portfolio behavior 
can be digitalized; the result is three digital 
business models. 

First, we have discovered the Portfolio 
Integration model which allows us to explore 
the functional relations between the business 
and IT entities involved, their priorities and the 
impact of change.

Second, we built the Financial Intelligence 
model with a purpose of accurately 
understanding the cost of operations and of 
change. This model allows us to determine the 
Total Cost of Ownership (TCO) and articulate 
the benefi ts that could be realized from 
investing in change.
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DIGITAL BUSINESS MODELS
The digital business models help organizations explore new investment opportunities, master the fi nancial aspects of the 
investments and create lifecycle implementation roadmaps. Simultaneous use of the three business models creates a 
synergetic circle by increasing the alignment to company goals and reusability, decreasing Total Cost of Ownership (TCO) 
and increasing the robustness of implementing change successfully. 

Finally, the Roadmap Synchronization model 
creates deadlines and landing zones that impose 
discipline to meet them and avoid costly collisions.

Roadmap synchronization sets time constraints; 
fi nancial intelligence sets budgetary constraints; 
and portfolio integration sets functionality rules. 
This is great because we explicitly know the rules 
of the game and can fi nd ways to mitigate the 
constraints or change the rules as necessary. Good 
portfolio managers have learned to work with one 
of the three models mentioned here. By contrast, 
great portfolio managers are moving between the 
three models in creative ways.

CONNECTED AND DIGITALIZED 
ENTERPRISE PPM AND APM

Now, after more than 20 years working on APM 
digitalization, I have reached the conclusion that 
we need two different types of process constructs 
– one for project managers, PMOs and enterprise 
architects and another for CIOs, CFOs and line of 
business executives.
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BUSINESS MOMENTS AND INVESTMENTS
Every successful company operates according to effective business processes. Business Moments allow organizations to 
respond to mandates, threats and capitalize on a game changing opportunity. The systematic identifi cation of Investment 
Processes allows managers to better understand their ROI and cost structures and how using certain processes and 
technology can help them plan and manage investments. 

Application
Strategy

Application
Modernization

Migration Cost
Reduction

Compliance

BUSINESS MOMENTS

INVESTMENT PROCESSES

To assist project managers, PMOs and 
enterprise architects in creating and managing their 
investment portfolios, there are the Investment 
Processes which involve governance, business case 
analysis, application roadmaps and more. They 
address specifi c needs or pain points such as poor 
governance, misallocation of funds or ineffi cient 
tracking. It works well when the objective is 
limited to re-engineering the APM and IT PPM 
process.

For senior level management including the 
CIO, CFO and line of business executives seeking 
to address more complex business problems such 
as technology modernization or cost reduction, 
there are the Business Moments Processes. 
They involve investment processes such as 
cost reduction, modernization, migration and 
compliance and use methods including allocation 
and funding, benefi ts realization, demand 
management and application roadmaps. They focus 
on the investment performance of a system as a 
whole rather than breaking the system apart into 
projects and applications investments and focusing 
on the performance of individual elements.  

Without senior management involvement in the 
business moments, organizations will struggle to 
create effective investment portfolios. Investment 
portfolios need not only skilled people, processes 
and software but access and participation of the 

senior management. Business moments have 
to move upstream closer to the executives’ 
suites where strategic decisions are initiated and 
managed.

APM DIGITALIZATION – 
A PRICE WORTH PAYING?

The dramatic decline of capacity for growth 
has long puzzled organizations. If one thread 
runs through the original problem, the growing 
gap between the demand and capacity to fund 
growth, it is that the digitalized IT investment 
models can help close the gap. 

Knowing that the run expenses have 
consumed all of the available capacity, we 
conclude that unless we end this behavior, 
we will continue to struggle to free capacity 
for growth. Organizations have to use APM 
digitalization business moments and investment 
processes to restructure and reduce all 
expenses including projects, applications and 
infrastructure. 

Getting capacity back requires more than 
rationalizing and reducing expenses. It requires 
smarter investment management for the grow-
transform portion of the investment portfolio. 
Smarter management means better business 
cases, benefi ts realization, funding and fi nancial 
management.
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Unfortunately, getting people to change and 
invest in software and processes is diffi cult. One 
way to encourage people to try something new is to 
build a strong business case for change.

Let’s look at the business case for investing in and 
digitalizing your current APM – IT PPM. Like any 
other investment, it must undergo fi nancial scrutiny 
– ROI, payback and risk assessment. There are many 
benefi ts that can be achieved by implementing APM 
digitalization. Some of the major benefi ts that we 
know companies are achieving include reduction 
in the cost of managing processes, reducing project 
failures, improving the effectiveness of project and 
application portfolio ROI and RONA, and reducing 
the time to value.

The ROI and payback from implementing these 
approaches are signifi cant ranging from 300% to 
1000%. Returns are impressive enough to encourage 
companies to immediately invest in APM. While full 
benefi ts may not be realized immediately, even with 
just a portion realized, the business case is still strong.

WHERE DO WE GO FROM HERE?
The road to change begins with expanding the 

range of options that you have today, therefore, 
start by evaluating the maturity of your APM, 
IT PPM and the fi nancial investment process. 
Companies will obviously benefi t from increasing 
their IT investment process maturity. 

Many are starting to understand that they need 
more than better process maturity. We propose 
paying attention to another important capability 
– enterprise maturity. Enterprise maturity 
assesses senior executive support for change as 
well as their people, performance, expertise and 
teamwork. The ability to understand the possible 

pace of change distinguishes organizations that 
are muddling through their IT investments from 
those that are blazing ahead. Pace of change is a 
good measure of an organization’s vitality. Leaders 
should encourage their organizations to move 
ahead and establish a transformation roadmap and 
metrics for success. 

So, where do you start? Many will begin with 
a look at existing technology, Excel or a project 
management tool, and extend its capabilities. But, 
this is not a viable alternative for IT investment 
management since it is impossible to progress 
with antiquated methods and tools. The next and 
preferred option would be to focus on developing 
technology requirements and evaluating and 
acquiring appropriate software tools.

There is something wonderful and gratifying 
about instituting a new way of thinking. Many will 
discover it is a powerful driving force. It also makes 
sound business practice as it discourages accepting 
the status quo of decision making which leads to 
incremental thinking and more bureaucracy.

Today’s IT executives need to be able to address 
complex, messy problems. As the late organizational 
scholar Russell L. Ackoff once put it, “Managers 
don’t solve simple, isolated problems; they manage 
messes.” According to Ackoff, a mess is a system of 
constantly changing, highly interconnected problems, 
none of which is independent from the other 
problems that constitute the entire mess. As a result, 
no problem that is part of a “mess” can be defi ned 
and solved independently. Accordingly, the ability to 
manage messes requires adopting a 360 view of the 
business and IT, thinking critically, and challenging 
the existing enterprise investment process.

Mike Gruia is the CEO of UMT360, a leading provider of Enterprise Portfolio 
Management software. He promotes the strategic use of advanced methods to 
transform the way businesses operate and invest. Mike has led major assignments 
for financial, pharmaceutical, utility and manufacturing organizations 
in the US and directed UMT360’s development of a series of successful and 
innovative software products. UMT360 digitalizes investment planning and 
controls across business and IT portfolios to deliver the financial intelligence 
needed to make smarter decisions and drive performance. 
For more information, visit www.umt360.com.
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Leaders should encourage their organizations to move ahead 
and establish a transformation roadmap and metrics for success.


