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In today's fast-paced and competitive business
landscape, organizations must make strategic and
well-informed decisions about their Information
Technology (IT) investments. The ability to harness
the power of technology to drive business growth
and success has become a critical factor for

sustainable competitive advantage.

However, many organizations face challenges in
understanding the true value of their IT initiatives
and ensuring they align with the broader business
objectives. This is where IT Value Mapping emerges
as a strategic framework that bridges the gap
between IT and business priorities. IT Value
Mapping is a process that enables organizations to
establish a clear and measurable connection
between their IT investments and the value they
bring to the table. By quantifying the potential
benefits of IT projects and aligning them with
overarching business goals, IT Value Mapping
empowers decision-makers to prioritize and
optimize their IT investments for maximum business

impact.
Principles of IT Value Mapping

While IT Value Mapping is a strategic process that
can be adapted to suit the specific needs of each
organization, there are some fundamental principles

that guide its implementation.

Maximising Business Impact with IT Value Mapping
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These principles help ensure that the process
effectively aligns IT initiatives with business
objectives and maximizes the value delivered. Here

are the principles of IT Value Mapping:

e Alignment with Business Objectives: The
primary principle of IT Value Mapping is to
align all IT initiatives with the organization's
overarching business objectives. This ensures
that IT investments are directly tied to strategic
goals and contribute to the overall success of

the organization.

e Quantifiable Value: The value delivered by IT
initiatives  should be quantifiable and
measurable. Tangible benefits, such as cost
savings, revenue generation, and productivity
improvements, should be assessed, along with
intangible benefits like customer satisfaction

and brand reputation enhancement.

e Data-Driven Decision Making:IT Value
Mapping relies on data-driven decision-
making processes. Objective data, metrics, and
key performance indicators (KPIs) are used to
assess the potential value of IT projects,
making the decision-making process more

rational and evidence based.
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Data-driven decision making
(DDDM,) is an approach that relies
on empirical evidence and data
analysis to inform choices and
strategies. By utilizing relevant data,
organizations can make informed

decisions, reduce biases, and

e
improve overall performance. Here 'V

are the key aspects of DDDM:

Data Collection: Gathering
diverse data from various
sources, such as customer
feedback and operational
metrics.

Data Analysis: Rigorous
examination of data using
statistical methods and data
mining to identify patterns and
trends.

Data Interpretation: Translating
complex data into actionable
information to gain insights.
Evidence-Based Decisions:
Making choices based on data-
backed insights rather than
intuition or assumptions.
Continuous Improvement:
Regularly collecting and
analyzing data to evaluate
decision outcomes and refine

strategies.

The benéefits of this approach include
Increased accuracy, reduced risks,
improved efficiency, and enhanced
innovation. However, it is not
without its challenges which include
ensuring data quality, overcoming
resistance to change, and managing
data privacy and security concerns.
DDDM empowers organizations to
leverage data as a powerful asset,

enabling better decision making and

ensuring a competitive edge in

today's data-driven world.

outcomes and a competitive edge in the market.

Principles of IT
Value Mapping

By adhering to principles,
organizations can establish a
strong foundation for IT Value
Mapping and achieve a more
strategic alignment between IT

and business objectives.

Continuous Monitoring and Evaluation: IT Value Mapping is an iterative process that requires
continuous monitoring and evaluation. Regularly assessing the progress of IT initiatives against
established KPIs and business objectives helps ensure that projects stay on track and deliver the
expected value.

Risk Management: Risk analysis and mitigation are crucial aspects of IT Value Mapping. Identifying
potential risks associated with IT projects and developing strategies to manage or minimize these risks
help increase the likelihood of successful project outcomes.

Collaboration and Communication: Successful IT Value Mapping requires collaboration and
communication between IT departments and business stakeholders. Regular engagement and open
dialogue ensure that IT initiatives align with business needs and priorities.

Long-Term Vision: IT Value Mapping takes a long-term view of IT investments. It considers how
current initiatives fit into the organization's future growth and development, helping to prioritize
projects that contribute to sustained success.

Resource Optimization: The process of IT Value Mapping involves optimizing resource allocation. By
identifying IT initiatives that offer the highest value and align with business objectives, organizations
can make better use of their resources.

Flexibility and Adaptability: IT Value Mapping should be flexible and adaptable to changing
business conditions and technological advancements. It allows organizations to respond effectively to
new opportunities and challenges that arise over time.

Business-IT Collaboration: IT Value Mapping encourages close collaboration between the business
and IT departments. Both sides work together to define objectives, assess value, and prioritize projects,
ensuring that IT initiatives support and enhance business operations. The IT department becomes a

strategic business partner rather than a cost centre.

By adhering to these principles, organizations can establish a strong foundation for IT Value Mapping and
achieve a more strategic alignment between IT and business objectives. These principles promote a data-

driven, collaborative, and value-focused approach to IT decision-making, leading to improved business
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Benefits of IT Value Mapping

Alignment with Business Objectives: IT Value Mapping ensures that IT initiatives are closely aligned with
the organization's business objectives. This alignment helps prioritize projects that contribute directly to
achieving strategic goals, enhancing overall business performance.

Informed Decision-Making: With a clear understanding of the value that IT initiatives can bring, decision-
makers can make more informed choices about resource allocation, project prioritization, and investment
strategies. It reduces the chances of investing in projects with low potential returns.

Resource Optimization: IT Value Mapping allows organizations to optimize the allocation of resources,
including financial, human, and technological assets. This results in better resource utilization and cost-
effectiveness, as resources are directed towards projects that offer the most value.

Risk Management: The process of IT Value Mapping involves identifying and analysing potential risks
associated with IT projects. By understanding the risks beforehand, organizations can develop risk mitigation
strategies and reduce the likelihood of project failures.

Performance Measurement: Establishing Key Performance Indicators (KPIs) enables organizations to track
the performance of IT projects and their impact on business outcomes. This measurement provides valuable
insights for continuous improvement and course correction if necessary.

Enhanced Communication: IT Value Mapping facilitates better communication and collaboration between
IT departments and business stakeholders. It fosters a shared understanding of goals, priorities, and expected
outcomes, leading to more effective teamwork.

Demonstrating IT Value: By quantifying the value of IT initiatives in terms of tangible benefits and ROI, IT
Value Mapping enables IT departments to showcase their contributions to the organization's success,

enhancing their credibility and demonstrating their value to key stakeholders.

Challenges of IT Value Mapping

Data Availability and Quality: One of the significant challenges is the availability and quality of data required
for value mapping. Accurate and relevant data is essential for estimating the value and impact of IT initiatives,
and obtaining such data can be difficult in some cases.

Subjectivity and Complexity: Assessing the value of IT initiatives involves some level of subjectivity and
complexity. Different stakeholders may have varying opinions on the value of certain projects, and quantifying
intangible benefits can be challenging.

Time and Resource Intensive: IT Value Mapping requires significant effort and resources to collect data,
conduct analysis, and engage with stakeholders. For organizations with limited resources, this process may be

resource intensive.



Tangible benefits are quantifiable
and measurable advantages that

can be quantified in financial

terms or through objective

metrics. These benefits are readily
apparent and can be easily

demonstrated and assessed.

Examples of Tangible Benefits:

Increased Revenue
Increased Gross Profit
Cost Savings

Time Savings

Increase in Productivity

Intangible benefits are non-
monetary and qualitative
advantages that are challenging
to quantify but are nonetheless
valuable to a business or project.
These benefits may be related to
reputation, relationships, or

emotional aspects.

Examples of Intangible Benefits:

Brand Reputation
Customer Satisfaction
Employee Morale
Innovation and Creativity

Customer Loyalty

Continuous Monitoring and Updates: As business objectives and IT landscapes evolve, IT Value
Mapping needs to be a continuous and iterative process. Keeping the value mapping up to date requires
ongoing monitoring and frequent updates, which can be demanding.

° Resistance to Change: Introducing IT Value Mapping might face resistance from individuals or
departments accustomed to traditional decision-making processes. Shifting towards a more data-driven
approach could encounter resistance, requiring change management efforts.

° Measuring Intangible Benefits: Quantifying intangible benefits, such as improved customer satisfaction
or enhanced brand reputation, can be challenging. These benefits are essential but may not be as easily
measurable as tangible outcomes.

° Balancing Short-Term and Long-Term Goals: IT Value Mapping should strike a balance between short-

term tactical projects and long-term strategic initiatives. Focusing solely on immediate gains may lead to

missed opportunities for future growth.

Despite these challenges, IT Value Mapping is a valuable practice that empowers organizations to align their IT
investments with business priorities and optimize the value generated from IT initiatives. Overcoming these

challenges can lead to more effective IT decision-making and improved business outcomes.

The Process of IT Value Mapping

The process of IT Value Mapping involves a series of steps that help align IT initiatives with business objectives

and quantify the value they bring to the organization. Here's a step-by-step guide to the IT Value Mapping

process:

° Understand Business Objectives: The first step is to gain a deep understanding of the organization's

business objectives, goals, and strategies. This involves engaging with key stakeholders, such as business

executives, managers, and department heads, to identify their priorities and how IT can support and
contribute to achieving those objectives.

o Identify IT Assets and Capabilities: Take stock of the organization's existing IT assets, resources, and

capabilities. This includes both tangible assets like hardware, software, and infrastructure, as well as
intangible assets like human expertise and intellectual property.

° Link Business Objectives to IT Capabilities: In this phase, map the IT assets and capabilities to the
specific business objectives they can support. Identify which IT resources are critical for achieving each

business goal and how they contribute to adding value to the organization.



In the modern enterprise, IT
metrics play a critical role in
evaluating the effectiveness of IT
operations, aligning IT with
business objectives, and driving
overall organizational success.

Some of the most important
metrics for IT in the modern
enterprise include:

1. IT Service Availability and
SLA performance: Ensuring
high availability and
operational status of IT
services to meet user needs.
Mean Time to Resolve
(MTTR): Minimizing
downtime by efficiently
resolving IT incidents and
problems.

IT Customer Satisfaction
(CSAT): Gauging user
satisfaction with IT services to
improve user experience.

IT Security Incidents:
Monitoring and addressing
security incidents to
strengthen cybersecurity
measures.

IT Project Success Rate:
Ensuring successful
completion of IT projects
within scope, budget, and
schedule.

IT Spend vs Plan: OpEx and
CapEx variance and IT spend
by business unit.

IT Cost per User: Evaluating
cost efficiency by measuring
total IT expenses per user
supported.

SLA Compliance Ratio: The
ratio between number of
incidents resolved in
compliance with the SLA and
the total number of incidents.
Change Success Rate:
Implementing changes to IT
systems smoothly and
without disruptions.

. IT Staff Productivity:
Measuring the productivity
and effectiveness of IT staff in
delivering services.

There are many more IT Metrics
than listed here. Ultimately, it is
about identifying the metrics that
yield most insightful knowledge
that can help align IT with desired
business goals.

Define Key Performance Indicators (KPIs): Establish Key Performance Indicators (KPIs) that will be used
to measure the success of IT initiatives. These metrics should be specific, measurable, achievable, relevant,
and time-bound (SMART) and aligned with the expected outcomes of the IT projects. Each project is
assessed based on its alignment with business objectives, potential value addition, estimated costs, risks,
and expected outcomes. This evaluation helps prioritize and select the projects that offer the highest
value and are in line with strategic goals.

Assess IT Project Portfolio: Evaluate the organization's portfolio of IT projects and initiatives.

Estimate Value and ROI: Estimate the potential value that each IT project can bring to the organization.
This value estimation includes both tangible benefits, such as cost savings and revenue increase, as well
as intangible benefits like improved customer satisfaction and employee productivity. Additionally,
calculate the Return on Investment (ROI) for each project to assess its financial viability.

Analyse Risks and Mitigation Strategies: Conduct a risk analysis for each IT project. Identify potential
risks associated with the projects and develop strategies for mitigating or managing these risks. Effective
risk management helps minimize the chances of failure and ensures that value delivery from IT initiatives
is optimized.

Implementation and Monitoring: Once the IT projects are selected and approved, implement them
following best practices and project management methodologies. Throughout the implementation phase,
continuously monitor progress and compare actual performance against the projected value and KPIs.
This monitoring allows for timely adjustments and interventions if needed.

Post-Implementation Review: After the completion of each IT project, conduct a post-implementation
review. Assess the actual impact of the project on the organization, validate the predicted value and RO,
and gather lessons learned. The insights from these reviews help improve future IT value mapping
processes.

Continuous Improvement: IT Value Mapping is an iterative process. Incorporate feedback from post-
implementation reviews, changes in business objectives, and advancements in technology into future IT
value mapping exercises. Continuously strive to enhance the alignment between IT initiatives and business

goals.

By following this process, organizations can optimize their IT investments, increase the value generated from IT
initiatives, and achieve a better competitive advantage in their respective markets. The process ensures that IT
decisions are driven by business objectives and that the organization's IT resources are utilized strategically to

support its overall success.



ROl is a measure used to evaluate
the financial benefit of investing in
IT projects, systems, or
technologies. It helps
organizations determine whether

the IT investment is profitable and
contributes to the company's
overall growth and success.

|

Let's say a company invests
£100,000 in upgrading its outdated
IT infrastructure and software
systems. The goal of this
investment is to increase
operational efficiency and reduce
maintenance costs.

After implementing the new IT
systems, the company experiences
the following benefits over the
course of a year:

Reduced Maintenance Costs:
The new systems require less
maintenance and support,
resulting in £30,000 in cost
savings.

Increased Productivity: The
upgraded systems improve
workflow efficiency, leading to
£50,000 in increased
productivity gains.

Reduced Labour Costs:
Employees can complete tasks
faster, saving the company
£20,000 in labour costs.

Calculating the ROI

Net Return on Investment

ROI = x 100%

Cost of Investment

Net Return = £100,000

(£30,000 + £50,000 + £20,000)
Cost of Investment = £100,000
ROI = (£100,000 / £100,000) x 100
ROI = 100%

In this example, the ROI for the IT
investment is 100%. This means
that for every dollar invested in
upgrading the IT systems, the
company earned an additional
dollar in net profit. Indicating that
the IT investment was successful as
it generated double the amount of

profit compared to the initial
investment.

Conclusion

In an increasingly digital world, the strategic alignment of Information Technology (IT) with business objectives
has never been more critical. The journey to harnessing the full potential of IT investments lies in the application

of IT Value Mapping, a powerful framework that bridges the gap between technology and business priorities.

Throughout this article, we have explored the principles of IT Value Mapping, emphasizing the significance of
aligning IT initiatives with overarching business goals. By quantifying the value that IT projects bring to the
organization and prioritizing those that offer the highest impact, IT Value Mapping empowers decision-makers to

make well-informed and value-driven choices.

The benefits of IT Value Mapping are profound. Organizations can optimize resource allocation, enhance
operational efficiency, and improve customer satisfaction by channelling IT investments into projects that matter
most. Moreover, the process facilitates effective risk management, ensuring that potential challenges are identified
and mitigated early in the project lifecycle. However, we also recognize the challenges that IT Value Mapping
poses, from data availability and quality issues to the complexities of quantifying intangible benefits. It demands

commitment, collaboration, and adaptability to realize its true potential.

Embracing IT Value Mapping as a continuous and iterative process enables organizations to stay agile and
responsive to evolving business needs and technological advancements. Post-implementation reviews and lessons
learned pave the way for continuous improvement and drive future IT value mapping exercises to greater success.
As the business landscape continues to evolve, the strategic partnership between business leaders and IT
executives becomes increasingly crucial. IT Value Mapping strengthens this partnership, fostering open

communication, collaboration, and a shared vision for organizational success.
In conclusion, IT Value Mapping empowers organizations to unlock the true power of IT as a strategic enabler. By

aligning technology initiatives with business objectives, decision-makers can navigate the complexities of the

digital age and lead their organizations towards sustained growth, innovation, and prosperity.
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In essence, the Balanced Scorecard
represents a comprehensive and
cohesive strategic management
system. It serves as a performance
measurement framework that
tracks progress and establishes
relevant objectives throughout the
entire organization.

Here is an excerpt from the Kaplan
and Norton book on The Balanced
Scorecard:

“The balanced scorecard retains
traditional financial measures. But
financial measures tell the story of
past events, an adequate story for
industrial age companies for which
investments in long-term
capabilities and customer
relationships were not critical for
success. These financial measures
are inadequate, however, for
guiding and evaluating the journey
that information age companies
must make to create future value
through investment in customers,
suppliers, employees, processes,
technology, and innovation.”

TRANSLATING
STRATEGY
INTO ACTION

Robert S. Kaplan
David P. Norton

“a LANDMARK ACHIEVEMENT"?
= sel Hammer

The Balanced
Scorecard

The Balanced Scorecard (BSC) has
emerged as a powerful and strategic
management framework that that
enables organizations to measure,
monitor, and communicate their
performance across various

dimensions.

Achieving Strategic Alignment with the Balanced
Scorecard

In today's dynamic and highly competitive business landscape, organizations face the ever-present challenge of
aligning their strategic objectives with day-to-day operations. To bridge this gap and foster a clearer path to
success, the Balanced Scorecard (BSC) has emerged as a powerful and strategic management framework.

Originally conceived by Robert Kaplan and David Norton in the early 1990s, the BSC has evolved into a widely
adopted tool that enables organizations to measure, monitor, and communicate their performance across various

dimensions.

Through a structured approach, the BSC helps organizations transcend the limitations of traditional performance
measurement systems that primarily focus on financial outcomes. Instead, it incorporates four distinct perspectives
including financial, customer, internal processes, and learning and growth - to provide a balanced and holistic

view of an organization's performance.

From its inception to its integration within modern-day management practices, the Balanced Scorecard has proven
to be a catalyst for strategic transformation. However, alongside its undeniable advantages, we will also address
the potential challenges that organizations might face when implementing the BSC and offer insights on

overcoming these obstacles.

Overview of the Balanced Scorecard

The Balanced Scorecard incorporates four distinct perspectives, each representing a critical aspect of an
organization's performance. These perspectives work together to provide a balanced and comprehensive view of

the organization's strategic objectives and outcomes. Let's explore each perspective:

o Financial Perspective: The financial perspective focuses on the financial health and success of the
organization. It involves defining financial objectives and metrics that align with the organization's overall
strategic goals. Key performance indicators (KPIs) in this perspective may include revenue growth,
profitability, cost reduction, return on investment (ROI), cash flow, and shareholder value. The financial
perspective ensures that the organization's strategy is linked to tangible financial outcomes, which are

essential for its sustainability and growth.



The inception of the Balanced
Scorecard can be traced back to
the early 1990s when two Harvard
Business School professors,

Robert Kaplan and David Norton,
observed that the majority of
companies solely relied on
financial metrics to manage their
business operations.

However, Kaplan and Norton
recognized a significant limitation
in this approach: while finance is
crucial for assessing business
health, it only provides historical
data and cannot predict future
outcomes or define the direction
a business should take.

In response to this challenge,
Kaplan and Norton set out to
create a framework that could
effectively manage strategic
performance. They sought a
solution that would go beyond
mere numbers and metrics to
translate corporate strategy and
mission into tangible and
measurable objectives.

This led to the development of
the Balanced Scorecard, aiming to
prioritize the most meaningful
measurements that align with an
organization's strategic goals.

The primary goal of the Balanced
Scorecard is to bridge the gap
between strategy formulation and
effective execution by providing a
comprehensive and balanced view
of an organization's performance
across various dimensions.

PROCESSES

Customer Perspective: The customer perspective emphasizes understanding and meeting the needs of

an organization's customers. Satisfied and loyal customers are vital for long-term success. In this

perspective, the organization defines customer-centric objectives and metrics to assess its performance

in delivering value to its target customers. KPIs might include customer satisfaction ratings, customer

retention rates, customer acquisition costs, and market share. By measuring customer-related metrics,
the organization can gauge the effectiveness of its strategies in meeting customer expectations and
building strong relationships.

° Internal Process Perspective: The internal process perspective focuses on the core processes and
operations within the organization. It involves identifying and optimizing the critical internal processes
that drive efficiency, quality, and value creation. The objective is to ensure that these internal processes
are aligned with the overall strategy. KPIs within this perspective might include process cycle times,
productivity levels, defect rates, and process cost. By improving internal processes, the organization can
enhance its ability to deliver products or services efficiently and with high quality.

° Learning and Growth Perspective: The learning and growth perspective centres on the organization's
capacity for learning, innovation, and employee development. It recognizes that human capital and
technology play a crucial role in enabling an organization to adapt, improve, and remain competitive.
Objectives in this perspective might involve fostering a culture of innovation, investing in employee
training and development, enhancing information systems, and building intellectual capital. KPIs could

include employee satisfaction, employee training hours, employee turnover rates, and the adoption of

new technologies. By prioritizing learning and growth, the organization can continuously improve and

sustain its ability to meet changing market demands.

Imagine the Balanced Scorecard as an airplane cockpit's dials and indicators. Just as pilots require detailed
information about various aspects of the flight, managing an organization demands insights from multiple
perspectives. Relying solely on one instrument can be detrimental, similar to how a single performance measure
might not provide a comprehensive view. The Balanced Scorecard enables managers to assess the business from

four critical perspectives, answering essential questions:

e How do we appear to shareholders? (Financial Perspective)
e How do customers perceive us? (Customer Perspective)
e What areas must we excel in internally? (Internal Perspective)

Can we continually improve and create value? (Learning and Growth Perspective)



Adaptation of the original
Balanced Scorecard

framework for IT

environments.

Developed to align IT
initiatives with the overall
strategic goals of the
organization.

Four perspectives tailored
for IT operations:

Corporate Contribution
Customer (User)
Orientation
Operational Excellence
Future Orientation

Aims to provide a
comprehensive and
balanced view of IT
performance.

Translates corporate
strategy into tangible and
measurable objectives for IT.
Prioritizes meaningful
measurements to gauge IT's
impact on the organization's
success.

Enables effective
communication of IT's value
and contributions to the
broader organization.
Supports data-driven
decision-making and
resource allocation within
the IT department.
Facilitates better strategic
alignment and collaboration
between IT and other
business units.

Promotes continuous
improvement and
adaptation to meet
changing market demands.

By considering all four perspectives together, the Balanced Scorecard ensures a comprehensive view of an
organization's performance and strategy. It helps organizations identify potential gaps, align resources, and

make informed decisions to drive success and achieve their long-term objectives.

Adapting the BSC to IT

Shortly after Kaplan and Norton introduced the Balanced Scorecard, Belgian organizational theorist Wim Van
Grembergen and IT specialist Rik Van Bruggen recognized its applicability challenges within an IT environment.

In 1997, they adapted the traditional BSC by modifying its four perspectives to better suit IT operations:

e  Corporate contribution: This perspective focuses on how IT can contribute to the overall corporate
strategy and goals. It emphasizes aligning IT initiatives with the organization's strategic objectives to
ensure that IT investments and efforts are in line with the business's vision.

e  Customer (User) Orientation: The customer perspective in the IT BSC centres on understanding and
meeting the needs of IT's internal and external customers. These customers can be other departments
within the organization, end-users, or clients, depending on the nature of IT services provided.

e  Operational Excellence: This perspective is concerned with optimizing IT's internal processes and
operations to enhance efficiency, reduce costs, and improve service delivery. It involves measuring
and improving key IT processes to ensure they are aligned with the organization's overall performance
goals.

o  Future Orientation: The future-oriented perspective in the IT BSC focuses on IT's ability to adapt and
innovate. It encourages the development of IT capabilities and human capital to meet future

challenges and opportunities effectively.

The objective of this revised IT Balanced Scorecard was to align the IT department with the broader organization,
enabling the tracking of IT metrics alongside enterprise-wide performance indicators. This alignment is crucial
as IT's contributions, such as improving efficiency and customer satisfaction in other business units, add value

to the entire enterprise. Unfortunately, traditional metrics often failed to capture these essential contributions.

Organizations must determine the most advantageous way to utilize the Balanced Scorecard for their bottom
line. Some adopt a top-down approach, encompassing all departments, including IT, within a unified scorecard.
Others prefer a tailored approach, developing a specific IT Balanced Scorecard to suit their unique needs. The
decision ultimately revolves around ensuring effective performance measurement and strategic alignment within

the organization.



BSC Metrics

The specific metrics used in the
Balanced Scorecard for IT can vary
depending on the organization's
goals, industry, and IT services
provided. However, here are some
common metrics typically used in
each perspective of the IT
Balanced Scorecard:

Corporate Contribution:

¢ Alignment of IT projects with
overall strategic goals.

Percentage of IT budget
allocated to strategic
initiatives.

Number of successful IT

projects that contribute to
organizational objectives.

IT's contribution to revenue
generation and cost reduction.

Customer (User) Orientation:

e  Customer satisfaction ratings
for IT services.

Number of service requests
resolved within agreed-upon
response times (SLAs).

User feedback and customer
feedback on IT services.

Number of user training
sessions conducted to
improve IT literacy.

Operational Excellence:

e IT service uptime and
availability.

Mean time to resolve IT
incidents or problems.

IT infrastructure and
application performance
metrics (e.g., server response
time, network latency).

IT service delivery efficiency,
such as the number of
incidents per technician or
cost per service request.

Future Orientation:

. Number of innovative IT
solutions or projects
implemented.

Employee training hours and
certifications in relevant
technologies.

IT staff turnover rates and
employee satisfaction
surveys.

Investments in research and
development for IT
capabilities.

It's essential to customize the
metrics based on the
organization's unique IT goals,
priorities, and industry context
and select metrics that are aligned
to the business strategy.

Applying the Balanced Scorecard (BSC) metrics to the IT department involves aligning the language used for
measurement across different departments within the organization. This ensures that both IT and non-IT

stakeholders are discussing and tracking similar aspects of performance in a consistent manner.

To achieve this alignment, IT leaders can look at existing measurements used in other areas of the organization.
For example, in HR, metrics like time-to-hire and employee turnover are common. In accounts and finance, there
may be a measurement for order-to-cash efficiency. IT should then identify how it can contribute to these existing

measurements, thereby integrating itself into the company's broader performance language.

As IT becomes integrated into the organization's measurement language, a shift occurs. Employees start to
understand how the same terminology applies differently to each department, fostering a cohesive

understanding of performance metrics throughout the organization.

Financial

“To succeed
financially, how
should we appear
to our
stakeholders?"

Objectives
Measures
Targets
Initiatives

' Ny { B
Customer » Internal "
lol g Business e a3 |3
“To achieve our Baals = Vision Process Bl =
2 © g8 “To satis = 3 o5
vision, how should 2 g E‘E and del *ﬁi@m
we appear;:lo our Strategy customers, what
customers? business processes
\ y _must we excel at?" 5

Learning and
Growth

“To achieve our
vision, how will
we sustain our
ability to change
and improve?"

Objectives
Measures
Targets
Initiatives

Figure 1: Example of a Balanced Scorecard for IT



Creating a well-thought-out
communication plan for the BSC
implementation is crucial to
ensure its successful adoption and
understanding across the

organization. A comprehensive
communication strategy helps
build awareness, gain support,
and foster a culture of
transparency and accountability.
Here are the steps to create an
effective communication plan:

Identify key stakeholders,
including leadership and
employees.

Set clear objectives, such as Creating an IT Specific BSC
building awareness, gaining
support, and fostering

Alternatively, some organizations may choose to create a customized IT-specific BSC by drawing inspiration from

accountability. the four quadrants of the traditional BSC. They can adapt the areas defined by experts like Van Grembergen and
Craft clear and consistent

messages, avoiding jargon
and technical language. performance indicators (KPIs) specific to IT can be applied. For instance, the "customer" quadrant can be
Choose appropriate
communication channels,
such as town hall meetings,
emails, and presentations.
Time communication

strategically, starting early
and providing regular desk efficiency, time-to-respond, efficient software development, and other factors aligned with the

Van Bruggen or select other relevant quadrants that align with IT operations. In this tailored IT BSC, key

measured by considering "IT equipment users" as the customers, encompassing anyone partnering with IT. KPls

can then track the development of these partnerships and the satisfaction of these users.

Likewise, the "operational excellence" quadrant in the IT-specific BSC can incorporate KPIs that measure help

updates.

Encourage two-way
communication, allowing
feedback and addressing meaningfully to the organization's success.

concerns.

Tailor messages for different

audiences, highlighting how Implementation of the BSC for IT

the BSC aligns with their

goals and roles. To implement the Balanced Scorecard for IT, the following steps are typically taken:

organization's overall strategy. By implementing the BSC in IT, organizations can ensure that IT's performance is

aligned with the broader business objectives, fostering effective collaboration, and enabling IT to contribute

Provide training and

education to empower
employees to contribute ° Strategy Development: Identify and define the IT department's strategic objectives in alignment with

effectively. the overall organizational strategy. This involves understanding the business goals and determining how
Use visuals, such as )

. e IT can support and contribute to them.

infographics, to make

complex information ° KPI (Key Performance Indicator) Selection: Select key performance indicators (KPIs) for each of the
accessible and engaging.
Celebrate successes to
reinforce a culture of achieving the strategic objectives. These KPIs should be specific, measurable, achievable, relevant, and

continuous improvement. time-bound (SMART).
Monitor and evaluate the
effectiveness of the plan, ° Target Setting: Set targets or benchmarks for each KPI. These targets should be challenging yet

four perspectives, as discussed in the previous sections, which will help measure progress toward

making adjustments as attainable and should represent the desired level of performance for each metric.
needed.
° Data Collection and Measurement: Establish a system to collect data for each KPI regularly. This might

By following these steps,
organizations can develop a well-
structured communication plan ° Analysis and Action: Analyse the data collected and compare it to the targets. Identify areas of
that promotes understanding,
support, and engagement
throughout the BSC
implementation journey.

involve implementing tools to track metrics, conducting surveys, or using existing data sources.

improvement and take corrective actions as necessary to stay on track with the strategic objectives.



The continuous improvement
loop, also known as the Deming
Cycle or PDCA cycle, is a

systematic and iterative process
used to achieve ongoing
improvement in various areas of
an organization's operations. The
term "PDCA" stands for Plan, Do,
Check, and Act, representing the
four stages of the cycle.

Plan: Identify areas for
improvement, set clear and
measurable goals, analyse
relevant data, and develop a
detailed improvement plan.

Do: Implement the
improvement plan, conduct
trials, if necessary, educate
stakeholders, and carefully
monitor progress during
implementation.

Check: Evaluate the results
of the implemented changes,
compare outcomes to the
expected goals, and analyse
performance metrics.

Act: Take appropriate
actions based on the
evaluation. If goals are met,
standardize the
improvements; if not, identify
reasons for shortfalls and
refine the plan. Begin a new
cycle with the insights
gained.

The PDCA cycle fosters a culture
of learning and adaptability,
driving organizations towards
increased efficiency and
effectiveness over time. By
iterating through the four stages,
organizations can remain agile
and responsive to changes,
leading to continuous
enhancement and success.

Communication: Regularly communicate the progress and performance results to stakeholders within
and outside the IT department. This fosters transparency and helps everyone understand how IT
contributes to the overall success of the organization.

° Continuous Improvement: Continuously review and update the Balanced Scorecard for IT based on

changing business conditions, technology advancements, and feedback from stakeholders.

By adopting the Balanced Scorecard for IT framework, organizations can effectively measure and manage the
performance of their IT department in alignment with broader strategic goals, leading to improved decision-

making, resource allocation, and overall business success.

Benefits and Challenges of BSC

The Balanced Scorecard (BSC) is a popular strategic management framework with numerous benefits and

advantages, but it also comes with some challenges. Let's explore both aspects.

Benefits of the Balanced Scorecard

e  Alignment of Objectives: The BSC helps align the goals and objectives of different departments and
teams with the overall strategic objectives of the organization. This alignment ensures that everyone
is working towards common goals, fostering a cohesive and coordinated effort.

e  (Clarity and Focus: By providing a clear structure and defining key performance indicators (KPIs), the
BSC helps organizations focus on the most critical areas that drive success. It avoids information
overload and helps prioritize efforts effectively.

e  Performance Measurement: The framework enables organizations to measure performance across
multiple dimensions, including financial, customer, internal processes, and learning and growth. This
comprehensive approach provides a more holistic view of performance.

e  Strategy Communication: The BSC facilitates the communication of the organization's strategy to all
levels of the workforce. It ensures that employees understand how their roles and contributions align
with the broader strategic vision.

e  Data-Driven Decision Making: With well-defined KPIs and performance data readily available,
leaders can make more informed and data-driven decisions. This helps in resource allocation,

performance evaluation, and identifying areas for improvement.



Alignment of Objectives
Clarity and Focus
Performance Measurement
Strategy Communication
Data-Driven Decision
Making

Continuous Improvement

Flexibility and Adaptability

Complexity and
Implementation

Data Collection and Analysis
Balancing Short-term and
Long-term Goals

Resistance to Change
Subjectivity in Metrics
Overemphasis on Metrics
Updating and Maintaining
the BSC

Overcoming the challenges of
implementing the Balanced
Scorecard (BSC) requires careful
planning, commitment, and a
strategic approach. Here are
some tips to address these
challenges effectively:

Strong Leadership Support
Clear Communication and
Engagement

Align Metrics with Strategy
Data Quality and
Infrastructure
Customization and
Flexibility

Integration with Existing
Systems

Cultural Change
Management

Balancing Short-term and
Long-term Goals
Measuring Intangibles
Regular Review and
Improvement
Cross-functional
Collaboration

Celebrate Success

By following these tips and
maintaining a proactive and
adaptive approach, organizations
can effectively overcome the
challenges of implementing the
BSC and leverage its power to
drive strategic alignment,
continuous improvement, and
organizational success.

implemented thoughtfully, with a focus on its core principles and the organization's specific needs and goals.

Continuous Improvement: The BSC encourages a culture of continuous improvement by regularly
measuring performance against targets. It prompts organizations to identify areas of weakness and
take corrective actions to enhance performance.

Flexibility and Adaptability: The BSC can be customized to suit the specific needs and goals of
different organizations and industries. It allows organizations to adapt and respond to changing

business environments effectively.

Challenges of the Balanced Scorecard

Complexity and Implementation: Implementing the BSC can be a complex process, especially in
larger organizations with multiple departments and business units. It requires careful planning,
collaboration, and support from top management.

Data Collection and Analysis: Gathering accurate and reliable data for measuring KPIs can be
challenging. Organizations may need to invest in data systems and processes to ensure the availability
of relevant and up-to-date information.

Balancing Short-term and Long-term Goals: The BSC aims to strike a balance between short-term
financial results and long-term strategic objectives. Sometimes, short-term financial pressures may
overshadow long-term strategic decisions.

Resistance to Change: Implementing the BSC may encounter resistance from employees and
stakeholders who are accustomed to traditional performance measurement systems. Convincing them
of the benefits and necessity of the new approach can be challenging.

Subjectivity in Metrics: Some performance metrics, especially in non-financial perspectives like
customer satisfaction, may involve subjective interpretations. Ensuring objectivity and consistency in
measuring such metrics can be difficult.

Overemphasis on Metrics: In some cases, organizations may become overly focused on meeting KPIs
at the expense of the bigger strategic picture. This tunnel vision can lead to neglecting other important
aspects of performance.

Updating and Maintaining the BSC: As the business landscape evolves, the BSC needs to be regularly
reviewed and updated to remain relevant and aligned with the organization's strategy. Failure to do

so could render it obsolete.

Despite these challenges, the Balanced Scorecard remains a valuable tool for strategic management when



Imagine the Balanced Scorecard
as an airplane cockpit's dials and
indicators. Just as pilots require
detailed information about
various aspects of the flight,

managing an organization
demands insights from multiple
perspectives.

Relying solely on one instrument
can be detrimental, similar to
how a single performance
measure might not provide a
comprehensive view.

The Balanced Scorecard enables
managers to assess the business
from four critical perspectives,
answering essential questions:

How do we appear to
shareholders? (Financial
Perspective)

How do customers perceive
us? (Customer Perspective)
What areas must we excel
in internally? (Internal
Perspective)

Can we continually improve
and create value? (Learning
and Growth Perspective)

From an IT BSC perspective,
those questions might look this:

Are the IT projects aligned
with the overall strategic
goals. (Corporate
Contribution)

What are our customer
satisfaction ratings for IT
services. (Customer (User)
Orientation)

What is our IT service
uptime and availability.
(Operational Excellence)
What level of innovation are
we bringing to the business.
(Future Orientation).

Conclusion

The Balanced Scorecard stands as an enduring testament to the power of strategic thinking and performance
management in guiding organizations towards their long-term visions. Through its four distinct perspectives,
the framework offers a comprehensive and balanced view of an organization's performance, fostering a

deeper understanding of the interconnectedness between strategic objectives and day-to-day operations.

Crucially, the Balanced Scorecard serves as a unifying language, allowing organizations to communicate their
strategic objectives across all levels of the workforce. This shared understanding cultivates an engaged and

motivated workforce, united in their pursuit of common goals and customer-centric outcomes.

However, the journey towards harnessing the full potential of the Balanced Scorecard is not without its
challenges. Organizations must navigate complexities in data collection, address potential resistance to

change, and strike the delicate balance between short-term financial goals and long-term strategic vision.

Nonetheless, the value of the Balanced Scorecard as a strategic management tool remains undeniable. It
empowers organizations to embrace agility and adaptability, responding proactively to shifting market
demands and emerging opportunities. By applying the "Balanced Scorecard for IT," organizations can
leverage the framework's principles to optimize IT performance, enhance customer experiences, and cultivate

an environment of innovation and growth.

In the ever-changing landscape of modern business, the Balanced Scorecard remains a beacon of strategic
clarity and an enduring instrument for unlocking an organization's true potential. Embrace it, nurture it, and
embark on the path of transformative change. The Balanced Scorecard awaits as your strategic ally on the

journey towards excellence.

Times



