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(/lnlocking Value

Delivering on the promise of

Information Technology

“Within the Val IT framework, value is defined as the
total life-cycle benefits net of related costs, adjusted
for risk and (in the case of financial value) for the
time value of money.”

“If You can’'t measure it, You
can’t manage it”

Peter Drucker




“The failed promises of the Information
Age add up to the longest-running
disappointment in business history. On
the other hand, information technology
has produced an enormous transition,
something that companies should be
grappling with and studying every day.”

Jack Welch
World Economic Forum, Davos, 1997

Why Val IT?

» Executives many times do not know what return they
expect to achieve on an IT investment.

* If they do know what return they expect to achieve, they do
not know if they are achieving it.

» Research indicates that IT investment presents a
tremendous opportunity, but it is also one that is often
wasted.




Why Val IT?

Top 5 complaints of business executives regarding 1T

* IT investments are unrelated to business strategy

» Payoff from IT investments is inadequate

» There’s too much “technology for technology’s sake”

* Relations between IT users and IT specialists are poor

» Systems designers do not consider users’ preferences and
work habits.

1Bensaou, M. and Earl, Michael. “The Right Mindset for Managing Information Technology”. Harvard Business
Review. 2006

Does IT matters?

The Information Paradox!!

INFORMATION
PARA,QOX The value of IT is being
: increasingly questioned...

The Information Paradox, John Thorp,

...yet organizations continue to
spend more and more on IT




The Reality

e Gartner publication,2002:

i 1bn each -
Gannerﬂflrmswasiaefc’? : b. ¢ more than 600 billion $
year on It-conceived L projects thrown away annually on

ill conceived or ill
—T executed IT projects
2002 | [ | [ | * 20% of IT begets are
l inefficient spending or
L] wasted
" ansparency of T perormance ré o o * In 2004 IBM survey of
_ thetopissues _ Fortune 1000 CIOs reported
. ivestments targeting effcioncy gaine that, on average, 40 percent
> 40% do not have good alignment between IT of all IT Spendlng brought no
plans and business strategy return to their organizations.
Standish Group — about 28% of
projects fail outright, 46% are
challenged and only 26% are
d¥F successful
apTue V&Z 11

The Fundamental Question

Are we maximizing the value of our IT-enabled
business investments such that:

» Are we getting optimal benefits;
» at an affordable cost; and

» with an acceptable level of risk?

Overthe full economic life-cycle
of the investment

SENENATT




What Is Value? More Value for Less Money !!!

... and how do | know if I'm getting it?
Enhance Productivity

Lowering Costs
Enhanced Revenue

@ )/) Improved Quality
/) New Services
—>  Better Service

> Faster Time to Market: co-creation
Better Brand

Fulfilling business objectives

Positive social impact

WI’ Meeting Growth Objectives

The Management Mind-Set Lag

Mind-set rooted in “Silver Bullet Thinking”

=>“Build it and they will come”

Customer value: Co- Creation

Stakeholders may hold differing views of what represents value

An issue of business value

A Business Issue




Addressing The

+= |
Challenge of Business Busmess
Value
Value
\'T"::;:‘::;;y

Managing IT for business Value

Managing the
IT Budget

Managing IT Like a Business

Managing the
IT Capability

Source: Martin Curley, Director Innovation Intel, 2006

.

Busmess
Goals

Measuring the

Business Value of

Information Technology
- -

1

Managing IT for
Business Value

i i
T .

Evolution of Use of IT

Efficiency
- Run the
business

Effectiveness
- Change the
business

Innovation
-Change
the rules

Automation of
Work

T

=3 Business

T
Management of @ Business
Information

IT

Transformation
of Business

@ Business

Investments are increasing and...
.. complexity is increasing!

Source: The Information Paradox




Failed to Recognize the Change!

Investments in

IT-enabled -

Source: The Information Paradox

£ T

The Role of Governance

« Realizing the true potential of investments in IT-
enabled change requires:

» Recognizing that we implementing change... NOT
technology

» Managing the change that IT both enables and
requires through a governance approach that:

— Ensures clarity of, and accountability for the
desired outcomes

The
Business — Enables understanding of the full scope of effort
Challenge — Breaks down the “silos” and “connects the dots”

— Manage the full economic life-cycle

— Senses and responds to changes and deviations

This is a significant leadership challenge,
opportunity and responsibility!

SENENATT




What is IT Governance?

Leadership, process and structure
to ensure the enterprise’s IT enables
and supports the enterprise's
strategies and objectives by

defining:

%

what key decisions need to be made;
who is responsible for making them;

how they are made; and

the process and supporting structures
for making them, including monitoring
adherence to the process and the
effectiveness of decisions

Focusing on five areas :>

m 1 1. ITGI, Board Briefing on IT Governance

PN PE

Resource
Management

Another Definition...

Analogy:
to steer a ship — the process of

continually orienting and
adjusting

“any organization is “Managing an

multifaceted, and 3
the range of uncertain
organizational .
variables _is mind- Journey tO an
boggling” uncertain
TheolvrilodgrneFﬁm destlnation"

GOVERNANCE
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IT Governance Needs a Management
Framework

Driving Forces
Map Onto the

IT Governance
Focus Areas

RESOURCE
MANAGEMENT

Focusing on five areas

£ T

Val IT Overview

Val IT and Governance

 ITGI regards value delivery as one of the five
focus areas of IT governance, alongside
strategic alignment, performance measurement,
resource management, and risk management.

* Arecent CISR study and a number of other
related projects claim that:

“Effective IT Governance is the single
most important predictor of the value an
organization generates from IT”

Peter Weill and Jeannie W. Ross, IT Governance

Integration of IT with business
goals in only marginally easier than
reaching the summit if Everest!!!!

SENENATT
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IT Goverance Focus Areas

Value delivery is about executing the value proposition
throughout the delivery cycle, ensuring that IT delivers the
promised benefits against the strategy, concentrating on
optimising expenses and proving the value of IT, and on
controlling projects and operational processes with practices
that increase the probability of success (quality, risk, time,
budget, cost, etc)

Resource
Management

GOVERNANCE
[SSTITUTE

“The Best and the Worst of Information Technology”

The Good News

“Enterprises that actively design their top-level IT governance
arrangements make and implement better IT-related decisions”.

Gartner

“Firms with focused strategies and above average IT Governance had
more than 20% higher profits than other firms following the same
strategies.”

Peter Weill and Jeannie W. Ross, IT Governance

Enterprises focused on converging their business and technology
disciplines exhibited superior revenue growth and net margins
relative to their industry groups and exhibited consistently greater
rates of return than those of their competitors

BTM Institute

GOVERNANCE
[SSTITUTE
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The Bad News

Only 38% of executives/senior management can describe
their organizations IT Governance process

In most cases, IT Governance has not been designed — it
has just developed “piecemeal” in response to specific

Issues Peter Weill and Jeannie W. Ross, IT Governance

Only 40% of approved projects have valid (realistic) benefit
statements

Less than 10% of organisations ensure benefits are realised
post-project

Less than 5% of organisations hold project stakeholders

responsible for benefit attainment
Meta Group July 2004

In many organizations less than 8% of the IT budget is actually
spent on initiatives that bring value to the enterprise.

Butler Group, 2005

£ T

The Not so Good News

The IT investment process is influenced by I 85[ ‘
personal or political aspirations T T T T 1
0 25 50 75 100
Assessment of the implications of business change I 65‘ ‘
is ‘poor’ or worse T T T T 1
0 25 50 75 100
Assessment of business benefits is ‘poor’ or worse > l . 47‘. . l
0 25 50 75 100
IT investment process too bureaucratic > l 43‘ ‘
r T T T 1
0 25 50 75 100
Little ‘real’ involvement of business managers > I 40‘ ‘
r T T T 1
0 25 50 75 100
Quality of IT investment appraisal is ‘poor’ or ‘very I 37‘ ‘
poor, r T T T 1
0 25 50 75 100
The organisation is trying to improve the situation
s 88
(49% to a significant extent) I T T T 1
25 50 75 100
gl]-/ l / Z IT Investment Appraisal Survey
O a 1 4. Cranfield School of Management, FT, June 17 2005
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Without Effective Governance what happen to IT
Projects?

Situation I S ~SRgsults in.. I

BudgeNgverruns
Project de\ays

Reluctance to say no
to projects

Too many projects

-Business n§eds

%t met
*Benefits ot
_ =® received

-Increased
Complexity
-Sub-dgptimal
useof
resources
Finger
pointing

Lack of Strategic Focus

Projects are “sold” on
emotional basis -- not
selected

Overemphasis on
Financial ROI

Ed/a

Projects not aligned
to strategy

No clear strategic
criteria for
selection

-Lagiof
eOnfidence (in
geTce: Fujitsu |T)

Banking Sector Experiences

SENENATT
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Sri Lankan Banking Sector Experience

IT Investment as % of Revenue-Industry IT Investment as % of Revenue-Banks

18

16
%
14
20
12 sBK

10

%

Industry

SAM
coMm

HNB

2003 2004 2005 2006 2007 0 o3
Year

2004 2005 2006 200
[ —com —HNB —SAM —SBK Year

Spending Passion « IT Spending Passion

» Cost reduction Vs Value generation » Shows varying degree of
» “Do more with less” competencies

» Possible Outsourcing

m Source: Annual Reports
GOVERNANCE
INSTITUTE e e

Sri Lankan Banking Sector Experience

16,000
Commer cial Banks- ICT Investment
Vs Return

6,000
5,000

4,000
3,000 & 8000
2,000

1000

12,000 Industry

Operating Profit

Industry IT
Investment

4,000
1997 1998 1999 2000 2001 2002

year

0 ! ! ! !
‘ Operating Profifs ~—a— ICT Investment(Mn) 2003 2004 2005 2006 2007

Year
[ —mdustry IT Investment — Industry Operating Profit___|

Source: Annual Reports

* Operation profits Vs IT Investment « Operation profits Vs IT Investment

» Late 90 s- Wider gap over the

years » Early 2000- Return overcome the

IT investment since 2005
» IT/Business alignment issues

»Does the Industry optimize the Returns?

m »At affordable cost and acceptable level of risk?

14
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The Challenge

“Weakest of the links in the chain of information
technologies available today for use by business
and industry is management itself.”

o)

.‘_ J. W. Haslett

Journal of Systems Management
1969

Lack of Governance!!!

IT Business Value Methodologies

» Select one that most suitable to the organization
»Val IT- by ITGI
» Business Value Index- by Intel
» Total Economic Impact- by Forrester

» Applied Information Economics- by the industry
researchers

» There is no right and wrong methodology but big win
comes when any one applies consistently across the
organization

15
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Measuring Value of IT investment

 Why Pure Financial Measures Aren’t Enough?

»

ROI, IRR ,NPV or similar metrics

» Serious drawbacks:

» Three are too many to choose from and multiple

interpretation

» They imply a precision that doesn’t exits — assumptions

» They often fails to account for intangible benefits

»

Do not account for future opportunities

» The fail to incorporate Risk- biggest flow

— Focus risk adjusted return -Hurdle rate

Val IT Overview

16

16



Val IT™ (Value IT)

Val IT Definition

Val IT: The standard framework for organizations to
select and manage IT-related business

investments and IT assets by means of investment

programs such that they deliver the optimal value
to the organization. Based on COBIT.

£ T

Val IT Overview

« “The Val IT initiative is intended to respond to the need
for organizations to optimize the realization of value from
IT investments.”

* “Val IT is a framework that provides the “means to
monitor and optimize the realization of business value
from IT investments Whereas CobiT is a framework to
assist with the delivery of high quality IT services .”

» “Help management to ensure realization of optimal value
from IT-enabled business investments, at an affordable
cost, with a known and acceptable level of risk.”

SENENATT
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Alignment

Integration

Key Governance Questions

Continually asking... | <:|
Busi Are we Are we
usiness . .
Governance of domg getting
IT the right the
(Val-IT focus things? benefits?
on Investment
decision)

IT Governance
of IT

(COBIT focus
on Execution)

Are we
doing them
the right
way?

Are we
getting
em done
well?

Benefits

Enterprise
Value
Management

Capability/
Efficiency

kad J /i

Source: The Information Paradox

Investments in
IT-enabled Change

Val IT Recognized the Change

Its no longer about
implementing
IT Solution

Source: The Information Paradox

18
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Val IT Overview

* The Val IT framework is organized into three key
processes:

- Value Governance (VG)
- Portfolio Management (PM)

- Investment Management (IM)

Val IT Principles 1/3
IT-enabled investments will:
v be managed as a portfolio of investments.

vinclude the full scope of activities that are
required to achieve business value.

v be managed through their full economic life
cycle.

l'lcxll'il\l\l\lu - A A Val IT and slides copyright © 2008 IT Governance Institute. Used with permission.

19
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Val IT Principles 2/3

Value delivery practices will:

\/recognize that there are different categories
of investments that will be evaluated and
managed differently.

v/ define and monitor key metrics and will
respond quickly to any changes or deviations.

Val IT Principles 3/3

Value delivery practices will:

\/engage all stakeholders and assign
appropriate accountability for the delivery of
capabilities and the realisation of business
benefits.

v'be continually monitored, evaluated and
improved.

20
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Val IT Objectives

* Increasing the understanding and transparency of
costs, risks and benefits.

* Increasing the probability of selecting those
investments with the highest potential return.

* Increasing the likelihood of success of executing
selected investments such that they realize or
exceed the expected return.

Val IT Objectives...

* Reduce costs by not doing things they should not
be doing and taking early corrective action on or
terminating investments that are not delivering to
their expected potential.

» Reduce the risk of failure, especially high-impact
failure.

» Reduce the surprises relative to IT cost and
delivery, and in so doing increase business value,
reduce unnecessary costs and increase the overall
level of confidence in IT.

21
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Val-IT and Governance

GOVERNANCE
[SSTITUTE

Val IT and COBIT

« Val IT provides a value lens into COBIT.

» COBIT sets good practices for the IT function’s means of
contributing to the process of value creation.

» Val IT sets good practices for the ends- the outcomes- thereby
enabling enterprises to measure, monitor and optimize value.

All Val IT management practices are cross-referenced to CobiT as
primary and secondary links.

» A version of the COBIT RACI chart is also provided.

COBIT RACI model providing guidance on whether the executive
(Exec), business (Bus) or the IT function (IT) should be responsible
(R), accountable (A), consulted (C) or informed (l) for a particular
management practice

GOVERNANCE
[SSTITUTE
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Val IT |n|t|at|ve ...avalue lens into COBIT™

COBIT and Val IT frameworks support the needs
of enterprises to address the enterprise governance of IT

Resource
Management

right things?,

Are we doing th Are we gettin:
2> PM 'the bonefits?

VG

Are we doing
them the right. | M Atfeﬁe\n?eul‘lgg
way? ;

Are we doing /5, |
theright /<

‘Are we getting
the benefits?,

Value Governance (VG)
Portfolio Management (PM)
Investment Management (IM)

Governance & management
of a portfolio of technology
projects, services, systems
& supporting infrastructure

things?
‘Are we doing Are we doing
them the right/ them well?
way? A0

Val IT

Governance & management
of a portfolio of business
change programmes

PO-Planning & Organization

Al- Acquisition & Implementation
DS-Delivery & Support
ME-Monitoring and Evaluation

GONERNANCE
INSTITUTE L -
Domain: Value Governance (VG)
Process CobiT RACI Chart
Description Key Management Practices Cross Ref. Exec _ Bus IT
VG1 Ensure informed and committed leadership Primary: AR Cc Cc
~Establish The reporting line of the CIO should be commensurate with the inportance | PO1.2, POA4.4,
governance, of IT within the enterprise. All executives should have a soundunderstand- | VME3 1, ME3.2
monitoring and | ing of strategic IT issues such as dependence on IT, technology inights
control and capabilities, in order that there is a common and agreed unérstanding
framework between the business and IT of the
v strategy. The by 5 be integrated clealy linking
~Establish enf %Nd IT goals and should be broadly communicate
Strategic
Directioj VG2 Define and implement processes Primary: A R ~
Es Define, implement and consistently follow processes that providefor clear | PO4.1, ME1.1,
Polio and active linkage between the enterprise strategy, the portfol of IT- MEL.3, ME3.1
K aracteristics | enabled investment programmes that execute the strategy, the indvidual | Secondary:
investment programmes, and the business and IT projects that male up PO5.2.5
the programmes. The processes should include: planning and budgeing; | no7o">"
prioritisation of planned and current work within the overall buiget; g
resource allocation consis-tent with the priorities; stage-gating of invest-
ment and p ; taking
appropriate remedial action; and benefits management such that bere is »
an optimal return on the portfolio and on all IT assets and serices.
& responsibilities Primary: c
Define and comm ios for all persomel in the g
enterprise in relation to the portfolio O econdary
prog , individual P and other IT assetsand | po4.8, PO4.9
services to allow sufficient authority to exercise the role andresponsibility
assigned to them. These roles should include, but not necessarilybe
limited to: an decision body;
prog ji ; and support
roles. Provide business with procedures, techniques, and tools mabling
them to address their responsibilities. Establish and maintain a optimal
coordination, communication and liaison structure between the ITfunction
and other stakeholders inside and outside the enterprise.
VG4 Ensure appropriate and accepted accountability Primary: A R c
Establish a supporting and appropriate control PO1.1, ME3.:
with the overall enterprise control environment, and generally mccepted | 3, ME3.3
control principles. The framework should provide for unambiguousaccount- | Scondary:
abilities and practices to avoid breakdown in internal control @nd oversight. | yie3'>
Accountability for achieving the benefits, delivering required capabilities :
and controlling the costs should be clearly assigned and monitoed
GONERNANCE
INSTITUTE -
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RACI Chart

Figure 17—Example RACI Chart (IM1)

RACI Chart Roles/ f

o3 & f F s
o edlss &
Aotivitios &8 F/558e /s gm £8/ &
Create an environment that fosters and welcomes new ideas and
b RACI fOI‘ a“ their champions. R | AR R R
. Suggest new opportunities. R|{AR|/AR AR R|R|R R
th l‘ee DO m al n Capture opportunifies for investment programmes to create value in support
of the business strategy o to address operational or compliance issues. c|c|cC R|C|R AR
VG y P M y I M Categorise the opportunity. Clarify expected business outcome(s) and
identify, at a high [evel, business, process, people, Ieuhnu\ugiand
organisational mmalwesreuulred ‘o achieve the expected ol C R|lC|C AR
Determine which opportunities to pursue further or examine in more depln
and identify and assign a business sponsor for each opportunity to be pursued. C c,c|jc|c C M| C
Describe the business cutcome(s) to which the potential pruﬁramme will
contribute, the nature of the programme’s contnbution, and how the
. NeW roles contribution viould be measured. Cl{C|C|A|R R
Identify high-level inititives that might be required to achieve these
have been utcomes. c C|lA|R R
Eﬁsam?lue, }ﬁe FI i-level ben‘e%ts. !é:nyl%mcwa\ and non-financial, and the clicRIc IR .
H H'H costs for the full economic lfe cycle of the programme.
Ind e ntlfl ed State any key assumptions and identify key risks, along with their potential
impact on current and future business operations, and mitigation strategies. c [ R A |R R
Document the initial programme concept business case with information
cbtained. 4 AR
Review and evaluate the initial programme concept business case. cfCc|C A|R|R|R
Determing whether the programme should proceed to full programme
definition and evalugtion, C|CcC|C|A[R|RI|R
Obtain CI0 approval and sign-off on the technical aspects of the initial
programme concept business case | R A |R
Obtain business sponsor approval and sign-off on overall initial programme
concept business case. I AR

A RACI chart identifies who is Responsible, Accountable, Conzutted and/or Informed.

Source: Val IT Framework 2.0

What Fits Were?
val IT Board / Senior Executive

Business Management 0

S

e}

5

. <

IT (Functional Mgt)
IT Operations
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Val IT Initiatives

Publish

L] Framework v2
L] Business Case
L] Case Study (initial)

In Progress

Enterprise value:
Governance
of it investments

IZUIT

L] Extend FW to services &
other IT assets/resources
Maturity Models

Taxonomy
QuickStart Guide

Management Guidelines

ELL INVESTMENTS

The Business Case

The Val IT Fremewerk

Planned

Business Case v2.0
Empirical Analysis
Benchmarking
Forums

GOVERNANCE
[SSTITUTE A A

T X

Available for free download from:
WWWw.isaca.org or www.itgi.org

GOVERNANCE
[NSTITUTE A A

The Val IT Framework
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Val IT- Framework
Four Fundamental Questions to ask

The strategic question. Is the investment: = In the value question. Do we have:
= |n line with our vision? = A clear and shared understanding of the expected
= Consistent with our business principles? benefits?
= Contributing to our strategic objectives? = Clear accountability for realising the benefits?
= Providing optimal value, at affordable cost, at = Relevant metrics?
an acceptable level of risk? =_An effective benefits realisation process?
Are we Are we
doing getting
the right ?Q the
Fundamental questions ‘ things? benefits? Value enabled
Are we Are we
doing them getting
the right t‘>§ them done
way? well?
The architecture question. Is the investment: The delivery question. Do we have:
In line with our architecture? 1 Effective and disciplined delivery and change

management processes?

Consistent with our architectural principles? s Competent and available technical and business

Contributing to the population of our resources to deliver:
architecture? i the required capabilities; and
. . T i the organisational changes required to leverage the
E— In line with other initiatives? capabiglities” 9 a o

‘]L'ﬁ?.‘M 1 1. Source: The Information Paradox

Val IT Framework

Projects, Programmes, and Portfolios

Portfolio — a suite of business
programmes managed to optimise
overall enterprise value

Portfolio
Management

Programme — a structured
grouping of projects designed to
produce clearly identified
business value

Programmeée
Management

Project
Management Project — a structured set of
/ activities concerned with delivering
) a defined capability based on an

agreed schedule and budget

GOVERNANCE
[NSTITUTE A A




Val IT — Domains

Value Governance (VG)

Establish a governance and control framework, provide strategic
direction, and define investment portfolio characteristics

Portfolio Management (PM)
Align IT investments with an organization’s strategic objectives

Investment Management (IM)

Business case development, program management,
benefits realization

GOVERNANCE
[SSTITUTE

Val-IT Processes and Management Practices

VG1  Ensure informed and committed leadership-

VG2 Define and implement processes.

V&3 Define roles and responsibilities. .

VG4 Ensure appropriate and accepted accountability. 40 M an ag emen t P I’aCtI ces
VG5 Define information requirements.

VG6  Establish reparting requirements.

VG7  Establish organisational structures,

VG3  Establich strategic direction

VGI  Define investment categories c‘"v:::m PM1 - Maintain a hurnan resource inventory

VG10 Detsrmine a target portfolio mix. wE) PM2  Identify resource requirements.

G111 Define evaluation criteria by category. PM3  Perform a gap analysis.

PM4  Develop a resourcing plan.

PM5  Monitor resource requirements and wtilisation
PME  Establish an investment thrashold

PM7  Evaluate theinitial programme

Portfolic concept business case

Investment Management PM8  Evaluate and assign a relative score to
Management (PN the programme business case.

(M) PM3 Create an overall portfolio view.
PW0 Make and communicate the investment decision.
PM11 Stage-gate (and fund) selectad programmes.
PM1Z2 Optimise porffolio performance

PM13 Re-prioritise the portfalio.
PM14 Maonitorand repart on portfalio performance.

IM1  Develop a high-level definition of imestment opportunity.
IM2  Develop an initial programme concept business case.
IM3  Develop a clear ing of candidate p

IM4  Perform alternatives analysis

IM5  Develop a programme plan.

IME  Develop a benefits realization plan.

IM7  Identify full life cycle costs and bensfits.

IM8  Develop a detailed programme business cass.

IM3  Assign clear accountability and ownership.

IM10 Initiate. plan and launch the programme.

IM11 Manags the programma.

IM12 Manageitrack bensfits

IM13 Update the business case.

IM14 Manitor and report on programme performance.
IM15 Retire the programme.

GOVERNANCE
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The Val IT Framework

» Val IT Processes: Value Governance
Goal: to optimize value of investments by:
* Establishing a control framework

* Providing strategic direction

* Defining investment portfolio characteristics

£ T

The Val IT Framework

Val IT Processes: Value Governance - Sample Practices

* VG1 - Ensure informed and committed leadership (strategy
awareness, IT linkage)

» VG2 — Define and implement processes (planning & budgeting,
resource allocation, benefits management)

» VG4 — Ensure appropriate accountability
» VG6 — Establish reporting requirements (targets and metrics)

* VG9 — Define investment categories (mandatory, sustaining or
continuity, or discretionary)

* VG10 — Determine a target portfolio mix

* VG11 — Define evaluation criteria (risk level, financial and non-
financial, etc.)

SENENATT
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The Val IT Framework

* Val IT Processes: Portfolio Management

Goal: align IT-enabled investments with an organization’s strategic
objectives by:

 Establishing and managing resource profiles
* Defining investment thresholds

» Evaluating, prioritizing and selecting, deferring, or rejecting new
investments

» Managing the overall portfolio
» Monitoring and reporting on portfolio performance

The Val IT Framework

Val IT Processes: Portfolio Management — Sample
Practices

* PM1 - PM4 — Maintain HR inventory, Define Requirements,
Perform Gap Analysis, Develop a Plan

* PM6 — Establish an investment threshold (overall budget
and current spend)

* PM8 — Evaluate & assign a score to the business case

» PM9 - Create an overall portfolio view (impact assessment
of new business case)

* PM14 — Monitor & report on portfolio performance (to
senior management and the board)

29
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The Val IT Framework

» Val IT Processes: Investment Management

Goal: to ensure that individual IT-enabled investment
programs deliver optimal value, at an affordable cost, with
a known and acceptable level of risk.

* There are three key components of investment
management:

» Business case development—Supporting selection of the right
investment programs

» Program management—Managing execution of the program

» Benefits realization—Actively managing the realization of benefits
from the programs

£ T

The Val IT Framework

Val IT Processes: Investment Management — Sample Practices

» IM2 — Develop an initial business case (benefits and assumptions)

» IM4 — Perform alternatives analysis (other ways to deliver the outcomes)
» IM6 — Develop a benefits realization plan (metrics and targets)

« IM7 — Identify full life cycle costs and benefits

» IM8 — Develop a detailed program business case

» IM9 — Assign accountability and ownership

* IM12 — Manage/ track benefits

» IM14 — Monitor and report on program performance

» IM15 — Retire the program (formal approval by sponsor)

SENENATT
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The Val IT Framework

Relationship between Processes & Practices

Establish governance framework.

overall governance
framework

strategic direction for
investments

defines potential
programmes based
on business
requirements

GOVERNANCE
INSTITUTE™ A A

VG14,67
| provde stategioiection.  [of  pontoby s, |
VG ves VG5, 0-11
Maintain Maintain
resource funding
le. le.
M- 3
Evaluate and Monitor and
© prontiss Move soleted ] Fopon o
investments. 1o active io. portfolio
PM  mwo portfalio. PH12-13 performance.
PM11 Py
Identify Define Analyse fre Document
business candidate 5 ili business
requirements. | | programme. alternatives. aceonrlghllﬂy petiy
IM1-2 M3, 57 ) MO N3, 13
" Mnniul)_lr and
Launch i) report on Retire
programme. [ | Pregramme p?&'g;:u"m:. programme.
W5

14

IM w10 -z

Should occur parallel and iteratively

GOVERNANCE
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Portfolio Management
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What is Portfolio Management

A set of processes that maximizes value by

introducing:

» Clear and complete understanding and
definition of potential investments

» Objective evaluation and selection of the

highest potential value investments

— Alignment with strategic goals

— Measurable contribution to business

outcomes

— Acceptable level of risk

o Flerss—ppro
F Prbora n13
S L
i, m"}%sﬂa o
[ drogran 08
& o
[ frogra
Toe
‘;’Z%"EE ® Fogra
> & e
N\
W
&
Q7 =
N\
o H 1erdgrel| BB ogra
np ool
0 THHTHH
G ek R I T

» Proactive management of execution to

deliver results

GOVERNANCE
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Strategic Investment Framework

* 4 distinct type of IT
Investment

» Transformation
» Renewal

» Process
improvement

» Experiment

Firm must in all 4
types of initiatives in
order to address
both short term
profitability and long
term survival and
growth

GOVERNANCE
[NSTITUTE A A

Long-term Growth

Short-term Profitability

Strategic Objective

INFORMATION TECHNOLOGY INVESTMENTS

EXPERIMENT

Explore new technologies
that present opportunities
to adopt new business
models. Can lead to
infrastructural
change or
process

improvements INNOVATION

Doing new things —
developing new
assets

TRANSFORMATIONAL

Transform core
infrastructure to support
desired business model

GROWTH
Doing more of what
we do or doing it
differently

PRODUCTIVITY

Doing what we do
at lower cost or

higher
effectiveness

Facilitate operational
performance
improvement of existing
processes

PROCESS
IMPROVEMENT

Assets

MAINTENANCE

Keeping the lights
on. Protecting
asset base

Maintain functionality of
infrastructure, reduce cost
and raise quality and
efficiency of ICT services

RENEWAL

Technology Scope

Business Solution

Shared Infrastructure

Source: Beyond the Business Case Jenne Ross and Cynthia, 2001
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Define Investment Categories

Every investment need not follow:
= The same level of value analysis

= The same level of control

A
; VENTURE Transform 8%
: v the Business value
H 5 Assessment
| £
| 3
Degrees of ! GROWTH g
freedomto ! S ost Benefit
allocate ! g i
funds | 2 Grow the Anglysis
! | DISCRETIONARY Business
H ENHANCEMENTS
act Analysis
: M 82%
: NON 2
Clarity of DISCRETIONARY | £
connection é Run the <
with desired ] Business Little Analysis
business 2
outcomes | CORE 2
' 5
| z

Different strategies are required to manage the different classes of assets!

Source: Meta Group Source: Forrester
GOVERNANCE
m A R

Benefits from Portfolio Management

« Alignment

» Projects are aligned with business objectives Portfolio value maximize
* Value e

» Focus on projects that deliver value to customers and shareholders
» Strategic

» Focus on projects that increase the strategic capability
* Timeliness
» More projects are completed on time and budget
« Balance
» Portfolio has the right balance of high, medium and low risk projects

* Right Number

» Portfolio has the right number of projects

* Plus Develops Trust, Shared Vision and Communication with the
Business

GOVERNANCE
[NSTITUTE A A

Portfolio spend decrease
by 10-%-40%
-META




Portfolio Management

Y and

Categorig€ b!

Trar§iorgatiyoal Mandatory
1on. Sustaining
aNdnal Discretionary
frastructure

Evaluate

Alignment
Business Worth
«Financial
*Non-Financial
Risk

Select &

GOVERNANCE
[NSTITUTE = A A

Getting ahead of the Curve!

Requires an Effective Full Cycle Governance Process that...

$'s /

Senses & responds

“How does a

project get tobea

year behind
schedule? One
day at atime.”

Fred Brooks

Develops complete
& comprehensive
Value-driven plans

to deviations early,
quickly and
decisively

Eliminates the risk
of getting to the
crisis stage

GOVERNANCE
[NSTITUTE = 3

Prevent / Plan

Contain / React

Recover / Throw away or

start again
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Optimizing Enterprise Value requires: A Strategic Project
an integrated approach to IT Governance, within
an integrated approach to Enterprise Governance Framework
Governance
§> ‘ Performance Management ‘
CoBIT ——
¢> ‘ Strategy Management ‘ —|AM
i ra
L rcln
¢;> hla
Portfolio Management R | | L
- 2 I RISK
- e'm
Total C / PN c e
Bgnaefits O ¢> Program Mar}/ N—1 ':\ g/l tin
Total jé | Y|t
C(c))s%s % L s rtn .
e
% q:> ‘ Project Management ‘ ¢ L&
3 1
5 ]
= q:> ‘ Operations Management ‘
l’luﬁl\l\l\ll ! W w

Val IT — The Business Case

Development

(Based on ING Business Case)

GOVERNANCE
[SSTITUTE
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The ING Business Case

» The ING Business Case suggests that ING’s success, in
part, is due to its IT practices

* Globe Financial Service accompany Quoted in New York
Exchange operated in 60 countries

« With Retail Banking Arm

» Shows superior Business performance in year 2006 with
increased EPS 22.7%

» Profit Growth 19. 4%

» Favorable Cost/Income ratio in Banking Business
» 15000 employees

» Euro $ 1b in IT enable Investments

» Well practice IT Governance and Portfolio management of IT
investment

£ T

Val IT - The Business Case

Business Case

() [ Business A Development
] Outcomes
e ; ~
o — Business
8 Capability
8 Thrige
& Operational work streamgdrivinff the
Capability outc@me
J
Technical
Capability CRM Monitor And
— ~ - Control

A 2006 Cranfield University School of Management study found that while 96
— percent of respondents did develop business cases for most investments

4]-/ l ,/ Z involving IT, 69 percent were not satisfied with the effectiveness of the practice.
GOVERNANCE
INSTITUTE A
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Complete and Comparable
Business Cases- Results Chain

Results
Focused N Clear
Programmes ” 7 u][\derstanding
A of outcomes
Full scope of effort -
A= all necessary IT and
J % business initiatives
Clear / Relevant including change

Accountabilities

Measurement

INITIATIVE ASSUMPTION CONTRIBUTION OUTCOME

m Source: The Results Chain™, Fujitsu
SR A 1.

7+1 Key Conditions for
Activist Accountability

Condition 1: Clear mandate and scope

Condition 2: Sufficient authority and latitude to act
Condition 3: Requisite competence

Condition 4: Commensurate resources

Condition 5: Clear lines of accountability

Condition 6: Understanding of rights and obligations
Condition 7: Relevant performance measures

Plus... there must be acceptance of accountability

m A 4. Source: The Information Paradox




Val IT - The Business Case

-

) 6. Optimising Risk

Picking
the
Winners

Are we
doing
the right
things?

—1{ 2. Alignment and Return
N\ J
_’/3. Financial
L Benefits
[1_ Fact Sheet } [7. Documentation }
_’/4. Non-financial |
Benefits
N\
e Y .
Ll 5 Risks ES. Maintenance ]
N\ J
The Business Case
Evaluation Criteria
Alignment \

GOVERNANCE
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Are we
doing them
the right
way?

5. Risk

Business worth

Are we
getting
the
benefits?

Are we
getting
them done
well?

AN
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Value Assessment
- Alignment

Alignment
element

|| | Alignment with movement toward desired future state

Alignment with intent of business plan for information
Broad access to information services

|, Towhat extent does this initiative improve people’s ability to access information
services wherever they are working?

Question - — — -
No contribution Provides some Capabilities will Capabilities will Provides key
to ad d ress to broad access | enhancement in significantly extend significantly extend component needed to
. information services the ability to access the ability to access supply “universal”
speci fic provided: no systemic | information either information either access to information
H d H t or extensible geographically, or in geographically, or in services in the form
Inaicator beneficial breadth of information | breadth of information | needed
Of effect on information | available for one available for more
) access across the major process area than one major
al I g nment organization process area
0 1 2 3 4
Anchored Scoring
“typical” grid
answers

Source: Fujitsu

GOVERNANCE
[SSTITUTE

Value Assessment
— Business Worth

* Financial

* Value = (benefits-costs)*risk adjusted for time value of
money, where

» Benefits and costs are over the full economic life-cycle
of the investment

» Many methodologies can be used to calculate and many
“religious arguments” over what is the best way...key is to
ensure completeness and consistency...look for same level
of rigour on benefits and costs

* Non-financial

GOVERNANCE
[SSTITUTE
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Types of Risk

* Delivery risk

* Risk of not being able to deliver the required
capabilities (functionality) on time and on budget

* Benefits risk

* Risk of not being able to use the capabilities to
realise and sustain the expected benefits

* Project are approved only If the Hurdle rate can be
met

GOVERNANCE
[SSTITUTE

Value Assessment

— Risk

| Risk topic i )
Are the outcomes and benefits sought credible?
——t—lof[1[2]3]af[s5]6[7][8]09]10
Topic - -
Scorin Clarity of benefits
i ) g > How clear are the benefits from the program, and the logic for their derivation
Risk is the from project results?
Clear, specif Key benefit Vague, broad
degree to benefis, derived speciic and derived beneits, derved
. directly through fi 1 result through compl
which the project resuls hvough smple logre chaimol T
. chain transformations
program iIs regiing project
results
susceptlble ol1lz]3l4l5|el7lsl9|m
to loss of BaCK_l_Jp Future State Definition
potenti al QUESUOHS How well defined is the desired future state implied by implementation of the program?
Vv a| ue Clearly articulated Concepts of No clear picture
target future desired future of
Anchored business state well understood future
“« Typ ical” business state
Answers s [ 1 [e[s[«[s[s[ 7[5 ][5 [w

Sc_oring Source: Fujitsu
grid

GOVERNANCE
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Val IT - The Business Case

Result of Analysis of Fact Sheet Data Decizie at Individual Programme Level

Calculbed risk Fimanial targats Sirateqle

accaptanla? maty algnmeant?

{step 5) (tap 3) (slap 2

N — — Rt

¥ (tactored It | b Submit to portiolo priorisatan.

‘the required

dizcourt rate

orlna sk

premlum)

¥ by using a Y b Submit b portioll priorfisatan T hurdi aeess as

scora—part of compared to risk 50 15 acceptabla

mutipla critera

arelysls)

¥ Y H Faject unless bensfits ara realsad within a shart tarm
with no nedathae Impact on strataglcally algnad
Inrvesstmants.

¥ ] ki Submit to portiollo priarfisatan £the vaue of tha non-
Tinancal bansfits |5 considared warth (at a minimumj
the amaunt required to mest the financil targsts.
Cuantiication of the non-irenclal benaftts shauld ks
pursusd s far as reasonably possible.

i N N Rt

¥ ] b Rt

Source: Fujitsu
SEVENIT

Evaluate & Select (PM9-10)

Financial Worth

VS.

—r Risk

Legend

=

=
Right Things = Confirmed Benefits

ram 07 Right Way Done Well

m
B ceed. |
_ -
8
= EE_ ],
- . e | gy
HO EPV fgram 01
&} \ \
I ~—
- N
e
- e
31
. Stop —
g
<
o EEES
= R
b [ G

Overall Risk Red = “Are” Risk score between 7 & 10

S IIT

Source: Fujitsu

Green ="Are" Risk score between 1& 3.9
m @ Yellow =“Are” Risk score between 4 & 6.9




Benefit Realization

GOVERNANCE
[SSTITUTE

Manage/Track benefits

» Benefit realization should be actively managed
» From “Concept to cash”

» Benefits
— Project contributions mapped to Strategic Map — Results Chains
— Complementary Initiatives fleshed out

— Expected benefits articulated, with measures, targets, timescales,
accountabilities

— Measures baselines

GOVERNANCE
[SSTITUTE
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Realizing the Benefits- S-curve

* Track the actual
benefits achieved is

important

* Ensure appropriate

accountability

£ T

Cash Flow (€ m)

Cash Flow Summary

Payback Period = 5 years

Year

2000 2001

2002 2003 2004 2005 2006 2007 2008 2000 2010 2001

#of projects running

#of pojests generating

ensfits {lnvestment

Unit of
Measure,

frequency,
duration

Data
gathering
technique

Current

level

state

Benefits Register

Desired
future

Permitted
variance /

corrective
action

Person
responsible

to deliver

result

Qutcome| Metric /| Measure| Base- Target| Profile|] Toler-| Action | Account
Fre- -ment line | Value ance if -ability
quency | Method Limit| outside
Toler-
ance
Decreased No’s of | Transfer 5 40% +/- 10%| Examine
Patient transfers/ | Reports ;ei‘:]”“"“ Transfer
Transfers 100 2010 reasons
patients
Increased | Level of Public 7% 90% +/- 2% | Revisit
Public confidence| Opinion increse communi
Confidence| / semi- Survey by -cation
in Health annually 2010 plans

SENENATT

Source: Fuiitsy
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Challenge Ahead

GOVERNANCE
[SSTITUTE

The Business Challenge

» Maximizing value and reducing risk made possible
only through the effective IT governance approach
that:

Ensures clarity of, and accountability for the desired
outcomes

Enables understanding of the full scope of effort

Breaks down the “silos” and “connects the dots”

Manage the full economic life-cycle

Senses and responds to changes and deviations

This is a significant leadership challenge,
opportunity and responsibility!

GOVERNANCE ‘
[SSTITUTE
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Behavioural Change

e Taking the Enterprise view
» We thinking vs | thinking
» Collaboration vs. competition

» Program scope crosses “traditional” organizational management
boundaries

« Embracing shared visibility
» Openness vs. “hidden agendas”
* Program ownership

» Activist accountability - “successful realization of a business outcome” vs.

“delivery of a capability”
e Learning to say and accept “no”
» Management system worked vs. somebody “screwed up”
« Willingness to change course

» Managing “an uncertain journey to an uncertain destination” vs. “we don't
want to hear bad news”

GOVERNANCE
[SSTITUTE

Executive’s Dilemmas — Now Addressed !

Program
« We do agood job of Project Management —
But why don’t our projects succeed ? (Investment)
* How do we link our initiatives to strategic Management
objectives and measure our performance ?
&
* How do we identify the most import Portfolio
initiatives ?
« How do we allocate resources Management
constraints ?
« How do we simplify the investment &pproval Value
process ?
Governance

* How do we make our governance more
effective

GOVERNANCE
[SSTITUTE
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What does this mean to you?

 Delivering the IT capability is not enough

» Value comes from how the business manages
and uses IT

» This increasingly requires significant
organizational change

» Business engagement and accountability are
essential

* Business/IT partnership

» Beyond IT Governance to Enterprise Value
Management

You can make a difference!

GOVERNANCE
INSTITUTE A A

“This time it's diff%lfant”.

ior&pleton Source unknown
\ ime ago ...

GOVERNANCE
INSTITUTE A A
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Critical Success factors revisited

* Recognizing the change that bring the VAL IT

« Strong and ‘cascading’ sponsorship

* Get joint business IT ownership

» Agree what value means

* Measure what is important and manage what you measure
* Be consistent but recognise one size does not fit all
 Ensure visibility, accountability and understanding

« Link measures visibly to business objectives

* Pick the right place to start

* Be a learning organisation

“It is not the strongest of the species
that survives, nor the most intelligent. It
Is the one that is the most adaptable to
change.”

Charles Darwin
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Wrap and Questions

Thank You
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