Lesson 7

Empowering a Lean Portfolio

1. Introducing the Scaled Agile Framework
2. Embracing a Lean-Agile Mindset
3. Understanding SAFe Principles

4. Experiencing Pl Planning

5. Exploring, Executing, and Releasing Value

6. Leading the Lean-Agile Enterprise

7. Empowering a Lean Portfolio

8. Building Large Solutions

SAFe® Course Attending this course gives students access to the SAFe®
Lean-Agile Leader exam and related preparation materials.
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Learning objectives

7.1 Fund Value Streams

7.2 Empower local decision-making

7.3 Provide objective evidence of fithess for purpose
7.4 Manage Epic-level initiatives responsibly

7.5 Forecast predictably

7.6 Budget Value Streams dynamically
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Aligns strategy/execution with Lean Portfolio Management (LPM)

Budget value streams Fund value streams
dynamically not projects

Lean Portfolio Empower local

Forecast predictably - .
Management decision-making

Provide objective evidence

Manage Epic-level of fithness for purpose

initiatives responsibly
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7.1 Fund Value Streams
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Problem: Cost center budgeting

Traditional project-based, cost center budgeting creates overhead and
friction, lowers velocity.

Project cost
~ _estmate$. === =~ e

A project requires collaboration of cost centers,
assignment of people, budget, and schedule. It takes
multiple budgets to build a single project budget.

Project effort
estimate

Result:
» Slow, complex budgeting process

) 3 E‘] » Leads to utilization-based planning and execution
g .

Organization

» Low program throughput
cC2 CC 4 » Move the people to the work
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Problem: “Projects” increase Cost of Delay

When overruns happen, project accounting and re-budgeting increases
Cost of Delay and impacts culture.

iect Esti
Q‘O\ec Stimagg What/who do we blame?

Planned: m » Technology challenge?

» Change in scope?
» The team?

Actual: m Does it matter?

Result:

» Wait for new budget approval; increase Cost of Delay
» Costly variance analysis; blame game; threatens transparency

» Resource scramble and reassignments
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Solution: Lean-Agile budgeting

Fund Value Streams, not projects

Funding Value Streams provides for full control of spend, with:

» No costly and delay-inducing project cost variance analyses
» No resource reassignments

» No blame game for project overruns

Lean Budgets

Value Streams
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Control costs with increased flexibility

ART Budgets and resources are unaffected by Feature cost overruns or
changing priorities.

O

Program Increment

Keep people working on the right
feature for the right reasons

Actual:
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O

Delay this
feature as
necessary

Program Increment

Fixed cost per PI

7.9

Strategic Themes influence funding

Business objectives that connect a SAFe portfolio to the enterprise business strategy.

Collaboration

Solution

Portfolio Strategy
Formulation
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Portfolio
Context

A

Strategy

Lean
Budgets

l 4

Portfolio

Budgets »

4

Strategic . =
Themes £

Examples (for Retail e-commerce company):

Appeal to a younger demographic (18-30)

Reduce warehousing cost by 50%
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Exercise: Identify Strategic Themes

» Identify three Strategic Themes that help define the strategy of your
company or your customer’s portfolio in the upcoming year

» Focus on the new differentiators for your business, not the typical
“business as usual” items

SHARE

PREPARE
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Empower ART content authority

» Product Management (PM) has the content

authority over Features

» Product Owners (PO) have content authority

over Stories

» PMs and POs represent the customer,
understanding their needs and creating
features and stories which drive better

products
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Strategic Themes influence what gets built

Strategic Themes influence ART funding, Portfolio Backlog, Program Vision

and Roadmap.

1. Adjust ART and Value Stream funding
to track to changing strategic priorities

2. Assist with Epic evaluation and
decision making

3. Influence each Program Vision
and Roadmap
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Strategic
Themes

Lean Budgets

Value Stream and ART

NFRs

Funding

Portfolio Backlog

oo ¥

E Economic Framework

Epic Kanban
decision filters

Programs Vision

and Roadmap
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7.3 Provide objective evidence of
fitness for purpose

Provide objective evidence of fithess for purpose

» The system demos are an objective System demos

measurement of progress and usage of funds

» LPM, senior managers and high level
stakeholders, review the progress of solution
under development and its fit for purpose

» Action and investment decisions are based on
this objective evidence
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7.4 Manage Epic-level initiatives responsibly
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Large initiatives require Lean Portfolio Management approval

Epics are enterprise initiatives sufficiently substantial
in scope so as to warrant analysis, understanding
ROI, a lightweight business case, and approval.

~
7

[ [ ]
Portfolio
Backlog

§
» Portfolio Epics cut across value streams Lean Budgets Nrks 1 g
— J
» Program Epics can be implemented in a —— ﬁ!tﬁa N
single train m| — £g e
» Business Epics are customer-facing = - §’
NFRs

» Enabler Epics enable solutions to address 7 ; N\
business needs oo :
» Developed and analyzed in the — "
. J

Kanban systems
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Foster innovation with the Lean Startup cycle

it ittt Lean Startup Cycle ==============
1
[ ]
- =
= Bl — oo = R = Sown
I Pivot
Approved Lean business P
. ersevere
case and hypothesis
Implement additional
Features
Continue until WSJF
determines otherwise
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Epic Hypothesis Statement template

Epic Hypothesis Statement

For <customers>
who <do something>
the <solution>
isa <something — the “how™>
that <provides this value>
Unlike <competitor, current solution, or non-existing solution>

our solution <does something better — the “why”>

Outcomes .
hypothesis: .

Leading * (early innovation accounting measures)
indicators: .
NFRs: .
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'Exercise: Epic writing

For <customers>

who <do something>
the <solution>
isa <something — the “how™
that <provides this value>
Unlike <competitor, current solution, or non-existing solution>

our solution <does something better — the “why">

Outcomes =

hypothesis:

Leading « (early innovation accounting measures)
indicators:

NFRs:

2. What could be an MVP
to validate this Epic?

1. At your table, identify an Epic from
. one of your contexts.

PREPARE | SHARE
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Approve Epic level initiatives

Investment in Epics is a serious matter. Analyses
and informed decision-making are crucial.

» Just the right amount of analysis

» Avoid over-specificity

» Understand ROI

» Understand implementation impact

» Develop incremental implementation strategy
» Gain approval from LPM
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SCALED AGILE"

mpacon prodcts, Programs sndSevces

SCALED AGILE"
Lean Business Case

Epctame: ok Owner

e oncion:

)

Spomars

Lt ey bsies sporsors who il b supprting h e

Online template download in SAFe at
www.scaledagileframework.com/epic
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Govern Epic flow with the Portfolio Kanban system

The Portfolio Kanban system manages the flow of Epics.

» Makes largest business initiatives visible

» Brings structure to analysis and decision making

» Provides WIP limits to ensure the teams analyze responsibly

» Helps prevent unrealistic expectations

» Helps drive collaboration amongst the key stakeholders

» Provides a transparent and quantitative
basis for economic decision-making

Kanban
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Prototypical Portfolio Kanban system
Funnel Reviewing Analyzing Portfolio Backlog Implementing Done
All big ideas are « Epic « Solution + Epics approved by « Epics Owners and Product « Anticipated
welcome here! Hypothesis alternatives LPM team and Solution Management outcome
: Statement « Refine WSJF - Conti decompose Epics into hypothesis
+ New business efine ontinuous :
opportunities « Refine o ERiCETTES prioritization of Solution/Program Epics, evaluated
« Cost savinas understanding « Identify MVP approved Epics Capabilities, and Features « Pivot or
J « Calculate y X using WSJF * WIP limited by downstream persevere
* Marketplace WSJF * Lean business case capacity decision made
EIENEE « WIP limited * WIP limited + Teams begin implementing
* Mergers and + Go / no-go decision at Program Increment
acquisitions boundaries
+ Problems with « Epic tracking continues
existing solutions
‘ . COLLABORATION . ‘ .
Bcl;\:: :rsss -l .i Team
Epic
l"a Owners ‘
Product and Solution-System
Solution Management Arch/Eng
7.24
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7.5 Forecast predictably

The business needs to forecast

» SAFe enhances enterprise adaptability, providing faster
response to changing market opportunities

» Yet, the enterprise, its partners, and customers need to plan
some sense of the future

» Estimating must:

— Be fast and efficient as possible to be reasonably accurate

— Support “what if” analysis of various implementation scenarios

» Traditional Work Breakdown Structure to task-level
estimating binds the teams to waterfall practices
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Estimating Epics in SAFe

. Epics are broken down into potential features during the
Portfolio Kanban analysis stage 460

. Potential features are estimated in story points

— Typically performed at the PM-System Architect level,
based on history and relative size

90

Feature

110
Feature
— Individual teams are engaged 120
as necessary Feature
140
Enabler

3. Feature estimates are aggregated back into the Epic
estimate as part of the lightweight business case
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» Find someone in the room you haven'’t paired with yet i

» Look at the next slide and together, answer the following question:

— ART 2 is capable of doing Epic 5 by themselves, but they can only dedicate half of their
capacity to that initiative.

— In which PI would you reflect this Epic on the roadmap?

PREPARE | SHARE
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Forecasting from the Portfolio Backlog

Given knowledge of Epic sizes and ART velocities, applying “what if’ capacity
allocations informs decisions and forecasting.

3200 Capacity allocation %

1 Bus. Epic

2300 ‘
A Bus. Epic '

5000
Enabler

w

4 3900 1200 pts/PI
BusiEDIc Which trains can > > N|
work on these, . ART1
5 Enag%(r)o and what % of 1000
their capacity R R -
3100 can be applied? > » >
-8 oser
Portfolio Backlog 650
) ART3 > >
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7.6 Budget Value Streams dynamically




Exercise fiscal governance with dynamic budgeting

Financial governance is still in place. Adjust budgets dynamically to meet
changing business needs.

Lean Portfolio A ‘ ‘ . ‘
Management ' '
Value Stream1 > > > >
@ \alue Stream 2 > > > >
Value Stream 3 > > > >
@ Value Stream 4 > > >
Pl 1 PI 2 PI3 Pl 4 i
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Lesson summary

In this lesson, you learned how to:

» Fund and empower Value Streams to build agility
» Provide objective evidence of fithess for purpose
» Manage Epic-level initiatives responsibly

» Forecast predictably

» Budget value streams dynamically

Suggested Scaled Agile Framework
reading: “Portfolio Level” article




