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Introduction
In this era of digital transformation, the role of the CIO is evolving rapidly as the CIO organization is
becoming a revenue driver and closer to the CEO. A recent report1 by Gartner states that
expectations from CIOs are rising to leverage technology tocreate wealth for the organization. One of
the key questions CIOs need to solve today is – “What is the optimal IT portfolio which the
organization need to strive for, while maintaining a fine balance between newer technology and older
legacy systems that are operationally important?”

While ‘digital natives’ of this world act faster to adapt newer technologies, traditional organizations
inherently face a challenge to find the optimal balance among newer, mature, and legacy
technologies. Global CIOs are placing their bets on optimizing their IT portfolio to future-proof the IT
foundation. IT portfolio optimization yields multiple business and IT benefits including increased
business agility, greater customer satisfaction due to reliable and responsive IT systems (which are
better able to support the digital transformation agenda), improved scalability, reduced functional
redundancy, lowered technology obsolescence risk, and ultimately reduced IT total cost of ownership.
However, not all organizations achieve the same quantum of benefits. It varies depending on multiple
people, process and technology factors including nature of business, complexity of business model,
level of business sponsorship, level of clarity of IT vision and strategy, diversity of application
portfolio, maturity of IT asset management and contract management processes, maturity of the
enterprise architecture and governance practices, level of people capability, etc. Considering the
diversity of factors involved, it becomes critically important to adopt a right approach, curated to fit the
organization.

While many of the mature organizations are successfully able to identify the disposition strategies for
optimization and related initiatives, very few can harvest the magnitude of benefits on a longer-term
horizon. This article aims to provide critical perspectives on optimization strategies that are on the
table, how they can be executed and how organizations can maximize value from their application
portfolio optimization initiatives.

Realizing Value From IT Application Portfolio Optimization Initiatives

| © 2022 Infosys Consulting



3

What are the optimization strategies and why now?

Applications in an IT portfolio can be classified
into four archetypes:

• Business applications - Two or more
software components that have been
modified to support the business operations
and have multiple business users, and
typically includes a persistent datastore (e.g.,
ERP, CRM, SaaS applications, web portals,
etc.)

• Technology components - Hardware and
software components that when combined
make up a business application. (e.g., OS,
database, BI software, etc.)

• End user applications - End user software
components that don’t support a core

business operation and typically lack a
centralized data store. (e.g., productivity
suites, communication tools, etc.)

• IT tools - Components used by IT for the
purpose of operating computer networks and
lack any “business” end users (e.g.,
management and monitoring software,
security software, etc.)

Each archetype of application has a different set
of disposition strategies applicable (refer fig 1)
which can optimize the IT portfolio. While some
of these strategies can realize savings in near
term, some are more medium/long-term.
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Fig 1 – IT portfolio optimization strategies (the strategies w hich are faded w ith grey color, do not 

yield any cost savings)
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There have been multiple perspectives which have
been published in the industry around various
portfolio optimization strategies. However, in last
few years, global events, economic scenarios and
changing business models have accelerated the
need for CIOs to re-look at traditional levers such
as application portfolio optimization from a fresh
perspective and embed select key learnings.
Some of the drivers which have contributed to this
need include:

1. Increased convenience, and
personalization for customers and
employees in the post pandemic era:
Covid-19 pandemic has necessitated the
requirement for rapid IT supported digital
transformation so that organizations can take
their products and services to market.
According to a latest Fortune CEO survey,
77%2 of CEOs have said that their
organizations have significantly accelerated
digital transformation during the pandemic.
Legacy IT landscapes pose significant
challenges to this trend due to their inherent
characteristics of high maintenance, limited
scalability and integrability. There is an urgent
need to look at IT portfolios and modernize the
same by harnessing various optimization
strategies. CIOs can leverage various
application and infrastructure disposition
strategies and establish the blueprint of the
optimized target state which can catalyze
digital transformation initiatives.

2. Cost optimization: The need for businesses
to optimize costs and stay competitive is now
more relevant than ever. However, the
pandemic era has seen a definite uptick on
ways businesses are walking that path. One

such measure is increased adoption of cloud
computing. While cloud computing has been
on the fray for a while now, it has become the
most sought-after technology because of its
benefit to reduce capital expenditure and
optimize on the operational expenditure. Thus,
there is an unprecedented demand to “be on
the cloud” and be on the forefront of digital
transformation with cloud as an enabler.
Microsoft CEO Satya Nadella quoted in one of
his interviews that two years’ worth of digital
transformation has happened in just two
months as organizations learn to adapt to the
new ways of working3. IT portfolio optimization
is an important lever for cost optimization in
addition to being the fundamental step to
embark on the cloud journey. However, the
quantum of benefits differs depending on type
of cloud (private / public / hybrid) and
disposition strategies i.e., rehost, remediate,
re-platform, refactor, replace with SAAS
alternative etc. According to analyst reports,
CIOs can typically save 15% - 25%4 of the
application budget by deciding on the right
disposition strategies.

3. Shift in investment priorities: CIOs have
started to take keen interest on changing the
IT spend mix – a shift towards increasing the
spend on the “change the business” category
from “run the business” category. According to
an analyst report, legacy businesses typically
spend 66%5 of their IT budgets into running
their business. The ideal however, is a 50/50
split, which is daunting to achieve unless CIOs
take a more active interest in IT portfolio
optimization and releasing some of the
operational spends for transformation.
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How to identify and execute optimization opportunities?
There are 4 logical steps to identify and execute portfolio optimization opportunities:

Fig 2 – Step by step approach of IT portfolio optimization
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Step 1: Assess the portfolio

Organizations must regularly assess their portfolio
against evolving business needs and a changing
technology landscape. Such assessments help
evaluate each application in terms of their
business and technical quality and provide a wide-
angle view of the health of each application in the
portfolio. While, the step seems simple, many
organizations struggle to have the “latest and
greatest” view of their portfolio. It is important to
have a view of how the different business
capabilities are supported by the application
portfolio. This view helps to narrow down the
investigation set. The assessment effort can be
prioritized to those business capabilities which
have many applications (>20) supporting those
capabilities. So, instead of a big-bang approach, a
more focused approach plays a key role in kicking-
off the next level of analysis. However, this can
only be achieved if organizations can maintain an
ongoing view of software register within the
enterprise. It should also serve as an important
control for procurement decisions.

Step 2: Identify opportunities and formulate
disposition strategies

With the latest view of the portfolio in place,
organizations can start mapping the applications to
the capabilities they serve and thereby unearthing
functional and technical redundancies.
Organizations should focus on areas where
redundancies are extremely high, as they serve as
sites for identifying new simplification
opportunities. This step helps formulate disposition
strategies (refer fig 1) that lead to considerable
reduction in complexities and technical debt in the
portfolio and major improvement in business
alignment and functional capabilities of
applications. Along with application disposition, it’s
a good practice to assess the usage pattern of
licenses which can help in identifying further
optimizationopportunities (refer fig 1).

Step 3: Translate opportunities into initiatives

To translate the identified opportunities into
actionable initiatives, a compelling business case
needs to be created. This requires estimation of
cost to achieve and ongoing IT and business
benefits arising from successful implementation of
the initiative. Business case creation needs to
pivot on a value driven approach to ensure
comprehensive value capture, but the accuracy of
a business case depends on quality of data.

Step 4: Prioritize initiatives and create roadmap
A comparison based on their cost to achieve and 
expected benefits helps in the identification of: 
• Quick wins, which are easiest to achieve but 

typically offer relatively low returns
• Low hanging fruits, which need low investment 

but offer high returns 
• Transformational initiatives which need high 

investments but lead to significant long-term 
benefits

• Initiatives to avoid as their benefits are quite 
low in comparison to the investments required

A comprehensive roadmap, which is a time-
framed arrangement of quick wins, low-hanging 
fruits and selected transformational opportunities 
as well as ongoing initiatives, is the most important 
outcome of the analysis. One good practice which 
can be adopted is to also classify current or 
ongoing initiatives (in addition to planned 
initiatives) into the prioritization funnel (based on 
benefits generated and costs incurred). This will 
ensure that funds allocated at any point in time are 
in alignment to organization’s current priorities and 
direction. The roadmap should be treated as a 
living document and should continuously be re-
aligned with the changing realities and priorities of 
the organization. 
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Why many organizations do not realize value and 4 key
success factors

There are 4 major reasons why organizations
don’t maximize benefits from an application
portfolio optimization initiative.

1. Portfolio optimization and modernization
initiative as a stand-alone effort:
Analyzing application portfolio and defining a
roadmap for consolidation is only one part of
the solution. To realize benefits from this
exercise it is important to investigate aspects
of:

a. IT strategy and IT portfolio: With
constantly evolving marketplace,
businesses now have a plethora of
emerging technology they can
leverage. It is important to
understand the business needs and
tightly align the IT portfolio with the
overall IT strategy.

b. Change in operating model: While
restructuring the application
landscape, the underlying teams can
face displacement. It is, however,
the perfect opportunity to re-
structure the teams. Re-defining
roles and responsibilities and
transitioning to newer ways of
working can ensure larger
acceptability and ongoing
sustenance of optimization initiative.

c. IT portfolio data management:
Maintaining a software registry for
all applications, underlying
infrastructure and mapped
resources gives the business 360-
degree transparency and agility.

2. Not a business sponsored initiative: IT
portfolio optimization is often an exercise
initiated from the CIO/CTO office. This often

perceives as a siloed “technical” initiative by
business, thereby limiting acceptability.
However, it should be a business sponsored
exercise – with business and IT, working in
tandem to drive acceptance of the
recommendations. Building consensus with
business early on and creating a roadmap
and associated business case can help build
confidence and drive adoption.

3. Limited consensus on business case:
Traditionally, in an IT portfolio optimization
initiative, business cases primarily focus on
savings from IT resources. However, for
business apps, business savings from a
particular portfolio optimization initiative can
be significantly higher than IT savings. In
many organizations, limited participation
from business can lead to sub optimal
identification of business benefits.

4. Focus on entire landscape: Organizations
often want all their data looked at and
analyzed before decisions can be taken.
This approach requires higher effort and
takes a longer time. Collecting data is time
consuming and often not all the data is
useful. An optimal approach would be to
break down the portfolio into clusters and
collect only the information that is required to
make focused decisions. This allows
business to see quicker results and time
value of money spent.

Addressing the above-mentioned key
challenges, we recommend 4key success levers
to ensure that organizations do not get derailed
in the middle of the IT portfolio optimization
program.
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