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Setting the scene

Nl T doesnot

(Nicolas Carr, HBR, 2003)

Howard Smith & Peter Fingar

IT Doesn’t Matter
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Setting the scene

"Firms with superior IT
governance have at least
20% higher profits...than

firms with poor governance
given the same strategic
objectives.”

( Louis Boyle, VP Gartner EXP, 2006)
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IT governance definitions

IT governance is the organizational capacity exercised by the board,
executive management and IT management to control the formulation and
implementation of IT strategy and in this way ensuring the fusion of
business and IT.

(Van Grembergen, 2002)

IT governance is the responsibility of the board of directors and executive

management. It is an integral part of enterprise governance and consists of

the leadership and organizational structures and processes that ensure that

the organizationdés | T sustains and extends tl

objectives.
(IT Governance Institute, 2001)
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Moving to Enterprise Governance of IT

Enterprise governance of IT (EGIT) is an integral part of
corporate governance and addresses the definition and
Implementation of processes, structures and relational
mechanisms in the organisation that enable both business
and IT people to execute their responsibilities in support of
business/IT alignment and the creation of business value
from IT -enabled business investments.

(Van Grembergen & De Haes, 2009 )
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ISO 38 .500 principles for Corporate Governance of IT

A Principle 1: Responsibility
Individuals and groups within the organization understand and accept their

responsibilities in respect of both supply of, and demand for IT. Those with
responsibility for actions also have the authority to perform those actions.

A Principle 2: Strategy

The organizationod0s business strategy takes 1int
capabilities of IT; the strategic plans for IT satisfy the current and ongoing needs of the
organi zationods business strategy.
A Principle 3: Acquisition
IT acquisitions are made for valid reasons, on the basis of appropriate and ongoing
analysis, with clear and transparent decision making. There is appropriate balance

between benefits, opportunities, costs, and risks, in both the short term and the long
term.

A Principle 4: Performance

IT is fit for purpose in supporting the organization, providing the services, levels of
service and service quality required to meet current and future business requirements.

A Principle 5: Conformance

IT complies with all mandatory legislation and regulations. Policies and practices are
clearly defined, implemented and enforced.

A Principle 6: Human Behaviour

IT policies, practices and decisions demonstrate respect for Human Behaviour, including
the current and evolving needs of all the 06peo
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Key assets governance

Board

Executive committee

Key assets
Human Financial Physical IP Inform. & Relationsh
assets assets assets assets IT assets ip assets
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Financial governance IT governance
practices practices
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Structures, processes and relational mechanisms

Structures Processes
Roles and responsibilities, IT organisation Strategic Information Systems Planning, (|
structure, CIO on Board, IT strategy BSC, Information Economics, SLA, COBIT
committee, IT steering committee(s) Val IT, ITIL, IT alignment / governance
maturity models

M)

Enterprise governance of IT

10

Relational mechanisms

Active participation and collaboration between principle
stakeholders, Partnership rewards and incentives
Business/IT cdocation, Crosgunctional business/IT

training and rotation
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Structures: Roles & responsibilities

(Weill & Woodham)

IT principles | IT architecture IT Business IT investment
Infrastructure Application
strategies needs

Input Decision Input Decision | Input Decision | Input Decision | Input decision

B. monarchy

e
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IT monarchy

Feodal

Federal

Duopoly

Anarchy

Top three governance performers (achieving 4 performance
objectives, weighted by importance)
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ToTo Do To oo Do D>
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Structures: Principles for Enterprise
Governance of IT

IT is a professional organization that effectively and efficiently manages its resources in
alignment with the needs of the organization.

IT is the exclusive provider of IT services. Outsourcing is always organised in joint
partnership between business and IT.

IT is pro -actively engaged in further developing and innovating the organization.

IT primarly develops and maintains compentencies that are aligned to and required for
supporting the expertise available in the organization.

The priorities within IT are aligned to the strategic goals of the organizations through
integrated planning cycles.

All IT applications comply with rules and policies as mutually agreed upon by business
and IT

IT is pro -actively engaged in reviewing and designing efficient business processes.

IT and the business collaborate based on fixed agreements. Based on a scope definition,

impact analysis and capacity reviews, both business and IT committ for timely delivery
within quality requirements.

There is transparancy on the required service quality that IT has to deliver to the
business, and this service quality is continuously monitored.

Starting from the initial development of new business project, the potential impact on IT
needs to be analysed.
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Structures: IT strategy committee
(IT Governance Institute, 2002)

Aa board may carry out its IT governance duties through an IT strategy committee

Athe IT strategy committee has to consider:
Ahow the board should become involved in IT governance
Ahow to integrate the boardods rol e

Athe IT strategy committee needs to offer expertise and timely advice and direction
on topics such as:
Athe alignment of IT with the business directions
Athe achievement of strategic IT objectives
Athe availability of suitable IT resources, skills and infrastructure
Aoptimization of IT costs
Athe role and the value delivery of external IT sourcing
Arisk, return and competitive aspects of IT investments
Aprogress on major IT projects
Ameasurement of IT performance

13
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Structures: IT strategy committee
(IT Governance Institute, 2002)
Anembership:

Ahairman (board member)
Bseveral board members
AT experts as external advisors

Ahe IT strategy committee should work in close partnership with

fother board committees
Ananagement committees

14
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Structures: IT strategy committee versus IT steering
committee (IT Governance Institute, 2002 )

Aan IT strategy committee is on board level whereas an IT steering committee is
on executive level

Aan IT steering committee:
Aassists the executive in the delivery of the IT strategy
Aoversees dayto-day management of IT service delivery and IT projects
Afocuses on implementation

Amembership of an IT steering committee
Asponsoring executive
Abusiness executive (key users)
AClo
Akey advisors as required (IT, audit, legal, finance)

15
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Processes: Balanced Scorecard
(Van Grembergen et al., 2002 ; Van Der Zee and De Jong, 1999 )

Abasic idea of the BSC is that traditional financial measures should be
supplemented with measures concerning customer satisfaction, internal proces:
and the ability to innovate

Athe BSC, initially developed at enterprise level, can also be applied to IT and
through a cascade of business and IT scorecards integrated business and IT
management can be realized

Awhen using the BSC alignment method, business goals and the drivers
of business success are identified, including specific IT drivers (In this way,
IT can be integrated in the business).

AIT BSC is becoming a popular tool with its concepts widely supported and
and dispersed by consultant groups

16
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Corporate
Contribution

User Operational

Orientation Excellence

Future
Orientation

17




UAMS Corporate Contribution Scorecard

UNIVERSITEIT ANTWERPEN = \|ANAGEMENT SCHOOL

To enable and contribute to the achievement of business objectives
through effective delivery of value added information services.

Objective Measures B
Business/IT Alignment Operational plan/budget approval N/A
Value Delivery Measured in business unit performance N/A
Cost Management Attainment of expense and recovery targets Industry expenditure
comparisons
Attainment of unit cost targets Compass operat.i
Performingo |
Risk Management Results of internal audits OSFI Sound Business
Practices
Execution of Security Initiative N/A
Delivery of Disaster Recovery Assessment N/A
Inter -company Synergy Attainment of targeted integration cost Merger & Acquisition
Achievement reductions guidelines
Single system solutions N/A
Target State Architecture approval N/A
IT organization integration N/A

18
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To be the supplier of choice for all information services, either

directly or indirectly through supplier relationship

Objective

Competitive Costs

Measures

Attainment of unit cost targets

Blended labour rates

Compass operatioa
Performingd | eve

Market comparisons

Development Services
Performance

Major project success scores:
e recorded goal attainment

e sponsor satisfaction rating
e project governance rating

N/A

Operational Services Performance

Attainment of targeted service levels

Competitor comparisons

Customer Satisfaction

19

Business unit survey ratings:

e cost transparency and levels

e service quality and responsiveness
e value of I.S. advice and support

e contribution to business objectives

N/A
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To deliver timely and effective IT services at targeted service levels and
costs

Objectives Measures B
Development Process Performance Function point based measures of: TBD
e productivity
e quality
e delivery rate
Operational Process Performance Benchmark based measures of: e Selected Compass
e productivity Benchmark studies

e responsiveness
e change management effectiveness
e incident occurrence levels

Process Maturity Assessed levels of maturity and TBD (ITGI)
compliance in priority processes within:
e planning and organization
e acquisition and implementation
e delivery and support
e monitoring

Enterprise Architecture Major project architecture approval N/A
Management e Product acquisition compliance to
technology standards
e NState of the | nf

) assessment
ZU



UAMS Future Orientation Scorecard

UNIVERSITEIT ANTWERPEN = \|ANAGEMENT SCHOOL

To develop the internal capabilities to continuously improve performance
through innovation, learning and personal organizational growth

Objectives Measures Ben
Human Resource Management Results against targets:
e staff complement by skill type N/A
e staff turnover Market comparison
e staff fAbillabl eod Industry standard
 professional development days per Industry standard

staff member

Employee Satisfaction Employee satisfaction survey scores in: North American technology
e compensation dependent companies
e work climate
o feedback
e personal growth
e vision and purpose

Knowledge Management Delivery of internal process N/A
i mprovements to 0C)

| mpl emen tlaetsisoonn so fl ef N/A
sharing process

21
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UAMS

Cascade of scorecards

I IT strategic balanced scorecard I

Operational
Services
Scorecards

Governance
Services
Scorecards

Development
Services
Scorecards
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Average Speed of Answer
Resolution Rate at Initial Call
Call Abandonment Rate

Roll-up to Service Level
Performance metrics in IS
Strategic Scorecard

Corporate Contribution stomer Orientation

Expense Management * Client Satisfaction *
Cost per Contact Average Speed of Answer
Cost per User Resolution Rate at Initial Call

Call Abandonment Rate
Customer Caused Incidents

IS Process Future Orientation

DS8 Process Maturity (Incident Staff Complement *
Management) Staff Turnover *

Call Volume PD Days/Staff Member *

Percent Automatically Logged Employee Satisfaction *
Incidents Implementation of Knowledge

Call Monitoring: Quality of Tickets Base Tool

& Quality of Calls
Average Number of Calls/Agent

23

* Will Aggregate as part of the I.S. Strategic Scorecard
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7=

THEN THEN

Ensuring effective IT

Measuring up to business
Governance

expectations governance

(user orientation) (business contribution)

Building the foundation for
delivery and continuous
learning and growth

Carrying out the roles of
the IT division's mission

(operational excellence) (future orientation)
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MATURITY LEVEL 1: There is evidence that the organization has recognized that there is a
need for a measurement system for its information technology division. There are ad hoc
approaches to measure IT with respect to the two main IT processes, i.e. operations and
systems development. This measurement process is often and individual effort in response
to specific issues.

MATURITY LEVEL  2: Management is aware of the concept of the IT balanced scorecard and
has communicated its intent to define appropriate measures. Measures are collected and
presented to management in a scorecard. Linkages between outcome measures and
performance drivers are generally defined but are not yet precise, documented or

Integrated into strategic and operational planning processes. Processes for scorecard
training and review are informal and there is no compliance process in place.

MATURITY LEVEL  3: Management has standardized, documented and communicated the IT
BSC through formal training. The scorecard process has been structured and linked to
business planning cycle . The need for compliance has been communicated but compliance
Is inconsistent. Management understands and accepts the need to integrate the IT BSC
within the alignment process of business and IT. Efforts are underway to change the
alignment process accordingly.

MATURITY LEVEL 4:The IT BSC is fully integrated into the strategic and operational planning
and review systems of the business and IT. Linkages between outcome measures and
performance drivers are systematically reviewed and revised based upon the analysis of
results. There is a full understanding of the issues at all levels of the organization that is
supported by formal training. Long term stretch targets and priorities for IT investment
projects are set and linked to the IT scorecard. A business scorecard and a cascade of IT
scorecards are in place and are communicated to all employees. Individual objectives of IT
employees are connected with the scorecards and incentive systems are linked to the IT
E_Sﬁ measures. The compliance process is well established and levels of compliance are

igh.

MATURITY LEVEL 5: The IT BSC is fully aligned with the business strategic management
framework and vision is frequently reviewed, updated and improved. Internal and external
experts are engaged to ensure industry best practices are developed and adopted. The

measurements and results are part of management reporting and are systematically acted
upon by senior and IT management. Monitoring self ~-assessment and communication are
pervasive within the organization and there is optimal use of technology to support

measurement , analysis, communication and training.
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Processes: Information Economics
(Parker, M., 1996; Van Grembergen and Van Bruggen, 1997)

Athe information economics method is an alignment technique whereby both
business and IT score IT projects

Athis evaluation methods takes into account the ROI of a project and different
nont angi bl es such as fnAstrategic matc
and Anmatch with the strategic | T ar

Ainformation economics is a scoring technique resulting in a weighted total
score based on the scores for the ROI and the naangibles (typically scores
from O to 5 are attributed whereby O means no contribution and 5 refers
to a high contribution)

Ainformation economics can be used as an alignment process with as objectives
to prioritize and select projects
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Traditional ROI (+)

+value linking (+) + value restructuring {(+)
+value acceleration {+) + innovation {+)

= Adjusted ROI + Business Value

Strateqgic match {+) m Strategic IT architecture (+)
C ompetitive advamtage (+)
Competitive response {+)
Management information (+)
Service and quality (+)
Emvirenmental quality (+)
Empowerment (+)

Cycle time (+)

Mass customization (+)

- Business Risk -ITRisk

m Business strateqy risk {-} m IT Strateqy risk {-)

m Business arganization risk {-) m Definitional uncertainty (-)
m Technical risk {-)

m T service delivery risk (-)

= VALUE (business contribution)

27
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Processes: COBIT and VALIT as frameworks
for Enterprise Governance of IT

28






