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Portfolio Management
The Growth/Materiality Matrix
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Typical Portfolio Pattern
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Managing a Portfolio
The Three Horizons Model
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Three Horizons Model Mapped to

Growth/Materiality Matrix
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Goals, Metrics, and the Three Horizons
Different Metrics for Each Horizon
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Achieving Escape Velocity
Focus on Competitive Separation
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Two Business Architectures
Complex Systems vs. Volume Operations
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COMPANY CORE CAPABILITY REPRESENTATIVE
OFFERING
Apple User experience design iPhone
IBM Technical R&D Watson
Google Rapid innovation Android
Oracle Mature market M&A Consolidated ERP
Amazon Disruptive innovation Elastic cloud
computing
Pixar Animated story-telling Toy Story

Figure 3.3

9-Point Market Strategy
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Return on Innovation
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The Six Levers
Free Resources Trapped in Context Tasks

Centralize. Bring operations under a single authority to reduce overhead
and create a single point of control to manage mission-critical risk.

Standardize. Reduce the variety and variability of processes delivering
similar outputs to eliminate costs and minimize risks.

Modularize. Deconstruct the system into its component subsystems and
standardize interfaces for future cost reductions.

Optimize. Eliminate redundant steps, automate standard sequences,
streamline remaining operations, substitute lower-cost components, or
otherwise cost- and resource-reduce.

Instrument. Characterize the remaining processes in terms of the
variability of key parameters and develop monitor-and-control systems

to manage their performance.

QOutsource. Drive processes out of the enterprise entirely to further

reduce overhead, variabilize costs, and minimize future investment.
Incorporate vendor use of monitor-and-control systems into Service
Level Agreement.
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Price/Benefit Sensitivity
How Customers Internalize Value
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Value Disciplines and
Price/Benefit Sensitivity

—— -~
HI R e e ~ - P AN
: N \
2 (' Operational \ \
2 N Excellence /1 o
@ e r-lgs)!
2 I S
o I SO
v - - 1 E _g I
9 | e
= ( Customer b )
N Intimacy o /
- \
LO S N
LO HI

Benefit Sensitivity

Figure 5.4



Creating the Unmatchable Offer
The Core/Context Model
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The Arc of Execution
Complex Systems Enterprises

Playbooks

Projects Products

Invent Optimize

Figure 6.1

The Arc of Execution
Volume Operations Enterprises
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Catalyzing Escape Velocity
The “Tipping Point” Role of Programs
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Four Modes of Execution

Execution Mode Invention Deployment | Optimization | Transitions
Tpoorleader | Vinonady | Fragmatc | copsensmve | Preametc
Core Competence Creativity Competitiveness Control Collaboration
Core Attribute Spontaneous Tough-minded Prepared Empathetic
Decision Style Intuition Experimentation Deliberation Consensus
Functions Most in R&D, Creative Sales, Finance, HR, Marketing,
Alignment Services Engineering Operations Customer Suppt
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