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“ Information Technology (IT) has become pervasive in
current dynamic and often turbulent business
environments. While in the past, business executives
could delegate, ignore or avoid IT decisions, this is now
Impossible in most sectors and industries

** The Public Infrastructure is the foundation of the New
Infrastructure, which is in turn linked to external industry
infrastructures such as Internet, EDI networks, etc.
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Traditional ROI (+)

+ value linking (+)
+ value acceleration (+)

= Adjusted ROl

+ value restructuring (+)
+ innovation [+)

+ Business Value

Strategic match (+)
Competitive advantage (+)
Competitive response (+)
Management information (+)
Service and quality (+)
Environmental quality (+)
Empowerment (+)

Cycle time (+)

Mass customization (+)

+ IT Value

B Strategic IT architecture {+)

m Business strategy risk (-)
B Business organization risk ({-)

= VALUE (business contribution)

IT Strategy risk (-)
Definitional uncertainty (-)
Technical risk {-)

IT service delivery risk (-}
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ervice Provider or as
Strategic Partner

Service provider Strategic partner

IT 15 for efficiency

Budgets are driven by external benchmarks
IT 15 separable from the busmess

IT 15 seen as an expense to confrol

IT managers are techmical experts

IT for business growth

Budgets are drniven by business strategy
IT 15 mseparable from the business

IT 15 seen as an invesiment to manage

[T managers are business problem solvers

Venkatraman, N. (199%9). Valuing the IS Contribution to the Business. Computer Sciences
Corporation.



Business
Orientation e "'ﬂ—‘_H_H

External

Internal

Time
Crientation

Present Future

Peterson (2003). Information Strategies and Tactics for Information
8 Technology Governance. In W. Van Grembergen (Ed.), Strategies for
Information Technology Governance. Hershey, PA: Idea Group Publishing



Enabled Business Value

Technclogy
standardisation

Disciplined project
managemeant

Value clarifications

IT Fovermanoe

Shared services, enterprise applications, techrology architect-ures, centralisation of [T stalf,
technology courcils to establish & monitor standards B architectures

Project affice, standard methods, engaging business managers, Sporsor robe For the business
frequent stakeholder mestings, holding business magnt responsible for business outcomes

Post-implementation review, sarvice level agreements, project justification, performance measurement
with melrics to caphure costs, benefits and progress towards achieving expected value

IT Steering Committes, TT Strabegy Committes, Priority Setting

Based on: Weill, P. (2002). Research Briefing. MIT Sloan, 2, nr.
2C.




e Governance and I1 !, q: f

Governance
Enterprise Governance Enterprise Activities
driv EI sets require inf@rination from
IT Governance IT Activities

ITGI2000). CobiT: Governance, Control and Audit for Information and Eelated Technology.
Available online: www.iigi org.
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nance and Corporate «_ &

Governance Questions

Corporate Governance gquestions _ = _ IT Governance gquestions
How do suppliers of finance get managers to reum = How does top management get ther CIO and
some of the profits to them? IT orgamsation to retum some business value
to them?
How do suppliers of finance make sure that = How does top management make sure that
managers do not steal the capital they supply or their CIO and IT crgamsanons do not steal the
mvest 1t n bad projects? capital they supply or mvest m bad projects?
How do suppliers of finance conTol managers? = How does top management conzol their CTO

and IT nr_EaJJi*sa:i-:uu’.'

Adaprted from: Shleifer, A. & Vishny, W (1997}, A survey on corporare governance. The Journal
of Finance, 52¢2).
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“* Business/IT Alignment: The Strategic Alignment
Model (SAM) (Henserson, Venkatraman, 1993)
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i Six=Step-Process for Alignment

13

Set the goals and establish a team
Understand the business-IT linkage
Analyze and prioritize gaps

Specify the actions (project management)
Choose and evaluate success criteria
Sustain alignment

2l i\




, anagement
Performance Management

IT Value
Delivery

IT
Strategic
Alignment

Stakeholder Risk
Value Drivers Management

Performance
Measurement <€
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management

“» Strategic — high-level goals, aligned with and
supporting its mission

** Operations — effective and efficient use of its
resources

“* Reporting — reliability of reporting
s Compliance — compliance with applicable laws
and regulations.
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ess Value Hierarchy

Sample Measures Business Value Delivered
eRevenue growth
eRetum on assets Business Unit Financial

sFRevenue per employee

«Time to bang a new

product to market
e5ales from new product
«Product or senace quality

Business Unit Operational

simplementation time:
new application
simplementation cost
new application

Business Unit IT Applications

sinfrastructure availability
«Cost per transachion Firm-wide IT Infrastructure
«Cost per workstation

Time for Business Impact

Broadbent, M. & Weill, P. (1998). Leveraging the new infrastructure — How market leaders
16 o : .
capitalize on Information Technology. Harvard Business School Press



Maturity Model for IT Strategic Planning

0 Non-existent

IT strategic planming is not performed. Thers i no management awareness that [T stratezic plannimg 15 needad to
support business goals.

1 Imitial/Ad Hoe

The need for IT strategic plannmg i known by [T manazement, but there 15 no stactured decizion process mplace. IT
stratagic planming 15 performed on an as needed basis in response to a specific business requirement and results are
therefore sporadic and inconsistent. IT strategie planming 1= cecasionally disenssed at IT management meetings, but net
at business management meatings. The aliznment of business requirements, applications and techmology takes place
reactrvely, diiven by vendor efferings, rather than by an organisation-wide stratezv. The shategic nsk position 1s
1dentified mformazlly on 2 project-by-project basis.

2 Repeatable but Intuitive

IT stratezic planmng 1s understood by IT management, but is not documented. IT strategic planming 15 performed by IT
management, but onlv shared with busmess management on an as needed baszis. Updatmg of the IT stategic plan
ocours only in response to raquests by management and there is no proactive process for identifying these IT and
business developments that requive updatas to the plan. Stratezic decisions are driven on a project-bv-project basis,
without consistency with an overall crzanization stiategy. The risks and user benefits of major sthategic decisions are
bemg recogmsed, but thewr defimtion 15 mfmtrve.

3 Defined Process

A policy defines when and how fo perform IT strategic planning. IT strategic plannmg follows a structured approach,
which i1z documentsd and known to all staff The IT planning process 15 reasonably sound and ensurss that appropriate
planning 1= likely to be performed. However, discrafion 15 grven to indrvidual managers with respect fo miplementation
of the process and there are ne procedures to examine the process on a regular bazis. The overall IT stategy includes 2
consistent definition of rizks that the orgamization 1= willing to take a5 an mmevator or follower. The IT financial,
teclmical and hnman resouwrces strategies increasingly drive the acquisiton of new products and technelogies.

4 Managed and Measurable

IT stratezic planning 15 standard practice and exceptions would be noticed by management. IT strategic plannmz iz a
defined manzgement funchion with senior level responsibilities. With respect to the IT strategic planming process,
management 15 able to memitor 1, make mformred decizions based on it and measure 1t effactiveness. Both short-range
and leng-range IT plannmg eccurs and 1s cascaded down into the organisation, with updates done as needad. The IT
stratagy and organisation-wide strategy are mncreasmgly becoming more coordinated by addressing business procasses
and value-added capabilities and by leveraging the use of applications and fechnologies through business process re-
engineering. There 15 2 well-defined process for balancing the internal and extermal rasouwrces required in system
development and operations. Benchmarking against industry norms and competitors is becoming mereasingly
formalised.

H] Orptimised

IT strategic plannmg 15 a documentad, living process, 15 contmuously considerad m business goal sething and results in
dizcemable business value through investments in IT. Fisk and value added considerations ars comtimuensly updated m
the IT strategic planming process. There s an IT strategic planning function that 15 miezral to the business plamming
fimetion. Eealistic long-1ange IT plans are developed and constantly bemg updated to reflect changing technology and
business-related developments. Short-1ange IT plans contain project task milsstones and deliverables, wlhich are
contimiously monitored and updated, as changes ocour. Benclmarking against well-understood and reliable indusory
norms 15 2 well-defined process and 15 mtegrated with the strategy formmlation process. The IT crganization identifies
and leverages new techneology developments fo drive the creation of new business capzabilitiss and mprove the
competitive advantags of the orzamzation.

ess Value through IT
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—Atignment through the T a;; U

;g ) .
Balanced Scorecard "T"‘

Customer Corporate
orientation contribution
Measuring up fo Ensuring effactive
business expeciations IT governance
Viston and
strategy

Building
Carrying the foundation for
ouf the roles of the IT delivery and
division s mission COHNMTAUOUS
Operational learning & growih
excellence Future orientation
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—Cascade of Balanced !- ﬂp |

Scorecards
IT
Development
BsC
Business IT
B5C rd Strategie
BsC
IT
Operational
BsC
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—Vertical and Horizontal Y . q; f.

Alignment Practises N o |
Horizontal Alignment Vertical Alignment
# Inclusion of all Alignment in strate # Cascading objectives
parties and strategy
# Clear responsibilities # Strongly
# Integration diff. = 5 communicated &
Strategies =] a translated for each
. strotegy (= @ layer
# Sign-off on scorecard  yigion [T =
g = = # Few but precise
# Co-responsibility (& i performance
# Practical business k: L% PR, measures directly
mvolvement g E risperiing and demonstrably
# Service levels & b linked to strategy
performance g
measurement 4

q,lmm, “Em,,i.u,gﬂ;ﬁiafﬂD

Guldentops, E. (2003). IT Governance: Part and parcel of Corporate Governance. CIO Summit,

20 European Financial Management & Marketing (EFMA) Conference, Brussels.
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—Enablers — Inhibitors of -- -5
Strategic Alignment

-

/

-.-!_-i!. !

ENABLERS INHIBITORS

Senior executive support for IT IT business lack close relationshups
IT involved in strategy development IT does not prioritise well

IT vnderstands the business IT fails to meet commitments
Business-IT partnerships IT does not understand the business
Well-prioritised IT projects Senior executives do not support IT
IT demonstrates leadershup IT management lack leadership

Luftman, J. & Brier, T. (1999). Achieving and sustaining Business-IT
alignment. California Management Review, 42(1), 109-122.
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Models for Stra
Alignment

tegic

“* Generic Maturity Model (CobiT’s Framework)

MNon-
Existent Initial Repeatable
0 1 2

Legend for symbols used

Current status of the organization — “as-is"

Industry best practise

Organization's strategy for improvement
- wihare the organization wanis to be

Imfermational standard guidelines

Defined
3

Managed
4

Optimised
3]

— Y

Legend for rankings used

0 - Management processas are not applied at all
1 - Processas are ad hoo and discrganized

2 - Processas follow a regular patiem

3 - Processes are documented and communicated
4 - Processes are monitored and measured
8 - Best practices are followed and automated




rategi

Alignment Maturity Levels (Luftman)

Criteria Aftribute Characteristics level 1 Characteriztics level &
Commnnnis ations Tnderscandines of busmess by IT B i Sy FPervazive
Tnderstandingzs of IT by bosiness
[mrer'imtra—ocrzanisational learming Bl i e Pervaszive
Broroool rigndity
Fnowledse sharings Casn=l. ad-loc Strong sand smoctured
Limisongs) bresdih/'effectveness
Comanand and coartrol Informaal
Sd-lvios Exira—snterpriss
MNone or ad-hoc Exira-enterpriss
Comperencyivralns IT m=irics Techmical not relared to Exte=nded to external parimers
EEE ST eI T bnsiness Extended to extermal parimers
Business nueirics Ad-boc. ot related o IT Business parmer, & IT meirics
Extended to external parimers
Balanced merrics Sd-hvoo mmlinked Foontnely performed with
DRSS
Service Level Asrecimanns Sporadic=lly present Foontnely perforimed
Fountinely performed
Benchmarkins Mot genserally pracrised
Formmal sassessments. Tevietws Mone
Continmoms Inmprow SISt Mone
GrovernEnCe Business sraregic plannian s Sd-lvios Imregrated across, external
IT strategic plannings Sd-lvos Imregrared across, excrermal
Heporongz or SRRl Zsrioin sciure Ceniral/decenitral, I reporT oo CIO reports to TEO. federated
Budgemry comnorol CEFO Invrestmient center, profit center
Cost center, erradc spending EBusiness walns
IT inwesionent NrEnEEenyeEnt Parmership
Sreerns committesds] Cost rased, erranc spendins Tralne sdded partmer
Eriorifizabon praocess Mot formmal're sular
Feacime
Parimership Business percepion of IT valee IT percerved as a oost of IT co-adapts with businesz
Faols of IT in strategic business basiness
plannins= Mo sear &t the business table Co-adapdve with business
Shared moals, msks,
rew ards/penaltdes IT mkes rizk with Linde reward Fisks & rewwards shared
[T proSramn MEnE TSrnens Sd-lvios
HFelanonship'mast stvle Conflich oy Contmaons Inprovenient
Business sponsor'champion MNone “raboed parmershuip
Ax the TEO lavel
Srops and Traditionsl enabler'driver. Tradittonal (e scooumcnge, Extemal scoope, basiness
archirecnars extermal =5 B ] sratezy driver'soabler
Stamdards srmicmalation Mone or ad-laoc Inter-enterprise standards
Archirtscraral inresration o fommal inresradon Evolve with partners
Funcoonal orsani=acrioa Intesrated
Enterprise
Standsrd enrerprise
Inter-enterprise architecnars
Architectaral fransparency, TATfidh all parmers
flextbdlity Hone Across the Infrasmmacore
Skills [nnovradon, enmrspranenrsup Driscouwrased The morm

Locs of Power

Didansgement stvle

Changze readiness

Carser Crossover

Educanon, cross-oainin g
Artract and ressin best-talent

Im the basiness

Comaonand and coavirol
Fesistant v chansa
Mone

MNone

o prosram

Al exmecuntves, inclhadmg CIC
Felaoonship Fased

High focused

Acrross the enterpriss

Across the enterpriss
Effective program for hirin g
and rertamine




egic Alignment Maturity
Model (Duffy)

'

Maturity Level One: “Uneasy Alhance”

In thes stage. there 1z a fundamental disconnect between
the technolozv executive and the rest of corporate
management. IT responds to business demands with httle
understanding of how the technology can contnbute to
value. IT 15 viewed primarily as somethung to make the
company more efficient. Business umts have little
understanding of technolozy and prefer to hold the IT
orgamisation accountable for the success and'or fathwre of
anv IT-1elated project.

Maturity Level Two: “Supplier Conzumer
Relationship™

I£ IT has a stategic plan it 15 developad 1n response to
the corporate strategy. IT 15 probably viewed as a cost
center and there 1z little appreciation for the value that IT
contributes to corporate success. In thes stage, IT 15 stll
not viewsd as a strategic toel and IT executives are
uwnlikaly to be mvolved m developmng corporate stratagy.

Maturity Level Three: “Co-dependence Grudging
Respect”

In this stage, the business 13 dependsnt on IT and there
are early signs of recogmition that 1t 13 a stratezie tool.
CI0s are beconung more knowledzeable about cross-
functional business processes because of ERP, CEM,
atc. The Intemmet and mterest in e-business forces some
level of IT busines: alignment. CEQ s bezin to
recognize that IT 15 2 competitive tocl.

Matarity Level Four: “United we succeed, divided we
fail™

In this stage, IT and business are mextricably entwined.
Business execuiives have less time to prove they can
deliver. Business cannot continue without IT and IT has
Little real value 1f 1t 15 not to support the corporats
strategy. There 13 only a single stratezy and 1t
meorporates both IT and business. Whether the businsss
15 2 pure play Internet company, or a2 “bncks 'n clhicks™
company, 1T and business move n lockstep.

24
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0J4]

ty and Membership of IT
Strategy/Steering Committee

IT Strategy Committee

IT Steering Committes

Authority

Membership

*  Advises the Board and
Management on IT strategy

® [z delegated by the Board to
provide input to the strategy
and prepare 1ts approval

*  Focuses on current and future
strategic IT 1ssues

*  Board members and
(specialist) non-Board
members

Assists the Executive in the
delivery of the IT strategy
Oversees day-to-day
management of IT service
delvery and [T projects
Focuses on implementation

SPOnSOrng exXecutive
Business execufive (key users)
CIO

Key advisors as regquared (1T,
audit, legal. finance)




[Success Factors for Sustain
Steering Committees

ing

Bureaucracy Focus on reduction/elimination to expedite
opportumties to leverage IT

Career Building Opportunities for participants to learn and
expand responsibilities

Communication Primary vehicle for IT and business discussions
and sharing knowledge across parts of the
organisation

Complex Decisions Do not get involved 1n “mundane areas’

Influence/Empowerment Authornty to have decisions carmed out

Low hanging fruit/Quick hits Immediate changes carried out when
appropriate

IMMarketing Wehicle for “selling” the value of IT to the
business

Objective Measurement Formal assessment and review of IT s business
contributions

Ownership Responsible/accountable for the decisions made

Priorities Primary vehicle for selecting what 15 done, and
how much resources to allocate

Relationships Parterships of business and IT

Right Participants Cooperative, committed, respected team
members with knowledge of business and IT

Share risks Equal accountability. recognition,
responsibility, rewards, and uncertainty

Structure, facilitator Processes and leadership to ensure the night

focus
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Determlnant

alised/Decentralised IT
Organisation

- Centralized

- Decentralized

Business strategy
Business governance
Organisation size

Information intensity

Environment stability

Business competency

Cost focus
Centralised
Small

Low

High

Low

Innovation focus
Decentralized
Large

High

Low

High



