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“Those who use a lot of big words
don't want to inform, they want to

iImpress”

Oskar von Miller, 1855-1934, Founder of the German Museum, Munich
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A multi-dimensional concept
The complexity but also the possible focus for the measurement of IT business value is
shown by a morphological box

Parameter Values

IT value domains Business Relational Social Hedonic Utilitarian Ecological Public
(Which) value value value value value value value
L Country Macro Industry Network Organisation Process Individual
(Where) environment

Object of evaluation : . L . .
(What is measured) Overall IT IT service Single IT application Projects Innovation
Time framing

(When) Ex-ante Ex-post

SLELG UL Y AR Country Management Group of users Individual users
(To whom)

VETE ML ST L Objective / Tangible / Quantitative Perceptual / Intangible / Qualitative

(How)






IT Business Value: Communicate and measure it successfully
The approach consists of six steps, each focusing on specific tasks during the IT business
value measurement and communication process

Analyse Business Stakeholder 9
Objectives & Business =
Context ) =
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Business Objectives S Business Improvements =3
Innovation O
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Capabilities
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v \ 4 v
Business Business Business Business New Business Business |
o fﬁ Process o Process TR Process
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Analyse business objectives and business context

The business objectives and business context must be fully and transparently understood
so that IT and IT business value evaluation are aligned

Business objectives Exemplary results

_ Analysis of corporate business objectives and business strategy Business Objectives Analysis

X ) ) Ziele des Unternehmens lassen sich in finanzielle und nicht-finanzielle Ziele unterteilen,
_ Help to guide the next steps of IT business value evaluation towards welche durch IT unterstiitzt werden konnen
business objectives and business strategy

_ Examples: A

F| nanCIa| ObleCtIVES Business Strategy and Tactics
. Business strategy and tactics focus on ,saving the future” and ,designing the future”
0/4-120
> Increase EBlTDA margln by 10@ 12 A) Save the future Designing the future
> Increase organic revenue growth of 5%-7% et e o om 0 O ST
Non-financial objectives: i : \)-\(

> Attractive working space

Business Context Analysis
IT kann auf intern und extern Kontext einwirken und so das Unternehmen intern effizienter

i machen und extern malgeblich Produkte von morgen gestalten
Business context

- . Industrie Context

_ Analysis of the prevailing business context to deeper understand the
role, perception, and significance of IT within the company

_ Analysis can be focused on firm context and industry context
_ Examples:

[
siness context é Wettbewerber

_ Wickigslen Konkurrenten kommen
naupts3chich aus. des Eurcaone.

e Heimatmand um

> Existing value chain areas
> IT intensity

> Market competition intensity




Manage stakeholders

Four steps approach to identify, prioritize, and individually and transparently understand
stakeholder’s objectives, demands, and future plans

Stakeholder Management Process Exemplary results
L. ) Stakghnlﬂgridennfical\nn . - ‘
01 Id entlfl Catl o n :ﬁ:;l:fr::aulﬁr;:faz:y;é?:rnug;; znt:: CIO in a list including the basic data as well as
_ Continuously monitor to react on _ Internal or external depended on
changes and developments the business context

_ Observe considered stakeholders
from time to time

_ Notation of stakeholder basic data | | = = == [ = LD

s
prioritization and -
. Prioritization and ification of key of the CIO regarding their interest and
salience on IT
?
4 Ko Key playors
ce

......

analysis and

Detailed analysis and engagement of key stakeholders to transparently understand
business objectives and where and how |T can help the stakeholder in their success

02. Prioritization & Classification —1

_ Understand objectives, demands, challenges, _ ldentifying salience level of each stakeholder

and success metrics _ Dimensions of prioritization

_ Value is always determined by stakeholders (power, legitimacy, urgency)
_ Be aware of changing metrics and interests as _ Scale of prioritization

i§ii(¥{ii

stakeholder objectives or situation change (high, moderately high, moderate low, low)



Model business capability modelling & Map relationships

The business capability map provides a structured, visual representation of the existing
business capabilities supported by IT capabilities and jointly improved or extended

Business capability modelling process Exemplary results of a business capability modelling

Business Capability Map
The business performance impact factor supports the identification of the right focus area
_ Business capabilities consist of people, processes, and technology o define the target enterprise architeciure map

Store & Move f—

_ All business capabilities can be partly decomposed in more fine-
granular business capabilities

1
i
§
il

_ Business capabilities can be differentiated in in differentiating, core, =
and supporting capabilities e

T - . .

Linking business capabilities and IT capabilities to determine how and by what means IT
supports the business

_ Business capabilities can have different KPIs, such as business
process performance metrics

te— Business-IT capability relationship mapping

Linking business capabilities and IT capabilities to determine how and by what means IT
supports the business

_ Mapping IT capabilities to required business capabilities to show
where, how, and in which scope IT supports the business

_ Mapping should take place on strategic and operational level

_ Explicitly identify which performance metrics matter to stakeholders in
the specific relationship mapping scenario

_ Mapping help to transparently show the joint success of business
and IT to improve business capabilities together

_ Clear mapping eliminates the stakeholder perspective of IT as a
“black box”




Select & measure metrics
The selection must be limited to quantitative and qualitative metrics that matter to
stakeholders and make the joint success visible

Organisational Level of Measurement

Business
Objectives

Business
Capability

IT Capabilities

Strategic Value

(e.g. create competitive

advantage;

Managerial Value

(e.g. resource management,

business unit KPIs

Financial Value

(e.g. profitability, revenue)

Organisational Value

(e.g. employee productivity)

Informational Value
(e.g. information accuracy,
information quality)

Organisational Value
(e.g. compliance)

Strategic Value
(e.g. increase competitive
advantage, customer relation)

Managerial Value
(e.g. improvements in decision
making capability)

Strategic Value
(e.g. new business capabilities,
new products, new patents)

Organisational Value
(e.g. people & culture)

Financial Value
(e.g. improvements in revenue)

Organisational Value
(e.g. organizational learning)

Operational Value
(e.g. improvements in reliability
or business process KPIs)

Organisational Value
(e.g. employee productivity)

Operational Value

(e.g. reliability, costs, efficiency, Business process KPIs)

Financial Value

(e.g. ROI) (e.g. better data accuracy)

Informational Value ‘

IT Operational Performance
(e.g. IT service KPIs, IT spending, system reliability)

IT Project Performance ‘

(e.g. project on time, budget, scope)

IT Infrastructure Value

(e.g. system performance, costs)

IT Infrastructure Value ‘

(e.g. improve business integration)

Operation

Project

Financial Value
(e.g. revenue of new products or services)

Operational Value Organisational Value
(e.g. business process (e.g. enabling knowledge
innovation) search)

Financial Value
(e.g. Savings arising from innovations in last n years)

Innovation Process Performance
(e.g. number of innovative ideas generated)

IT Infrastructure Value | Organisational Value
(e.g. introduced new technology) (e.g. # of employee training)

Innovation

IT Capabilities

v



Create communication plan
The communication plan creator acts as a tool for creating a targeted and recipient-

oriented communication plan to transparently present the joint success

0‘ Communication Scope

ﬁ?‘i\lﬂ Audience (Who)

Determinate to which audience IT business
A value is communicated:

Keep satisfied i

1 Key players

! @
'
'
1 .
External
Stakeholder

Keep informed

Salience

inimal effort

Interest
&© Organisational
[ | Scope (Which)

Determine the scope of the business
architecture under consideration:

(©}

Business — Business
function —> Capabilities

) )

Stakeholder €
—

Business Process

“Above the line” metrics

“Below the line” metrics

»

Communication Focus

@ Objective & Focus (What)

Business Change
Communicate IT business value focussed
on improving performance at business
capability or business objective level

Innovation

Communicate IT business value focused on
the enablement of business innovation

Projects

Communicate IT business value focused on
effective delivery of projects and their
business value

Business Operation

Communicate IT business value focused on
reliability and efficiency of current business
operations

IT

Communicate IT business value focused on
IT-specific outcomes

h
- Content (Which metrics)

Business .

objectives

Business . .
capabiliies

- [
capabilities

Operation  Project
Business .
objectives
Business . .
capabilities

-0 0 o
capabilities

Operation  Project  Innovation

Innovation

Business
objectives
Business .
capabilities

-0 ©
capabilities

Operation  Project
Business '
objectives
Business '
capabiliies

. [ )
capabiliies

Operation  Project _Innovation

Innovation

Business
objectives

Business
capabilities

-0 0 o0
capabilities

Operation ~ Project  Innovation

x Tools (How)

Balanced Scorecards
Business Case
Comparing changes
Dashboard

Business Innovation Dashboard
Business Case

Future prospects

Charts

Dashboard

Business Case / Calculation
Review ( = Comparing Changes)
Balanced Scorecard

Balanced Scorecards
Business Case
Dashboard

_  Track & trend

Dashboard

SLA & KPI Reports
Benchmarking (Cost per unit)
External audit reports

e Communication

Techniques
Style & Story (How)

Clearness and relevance of metrics to audience

Start with higher-level summarized data and drill
down to detailed data

Story Telling — One that really matters

Focus on “above the line” metrics that matter
AR
T Channels (Where)
Al Public
relation
Group| Regular CxO
meetings
Person Individual stakeholder meeting
»

»
General content

-l
h& Frequency (When)

Specific content

weekly monthly  quarterly yearly
| -
>
frequent not frequent

Q IT Business Value

Evaluation
Determine possible evaluation method
Increased Increased Increased Increased
CxOs request for unplanned  participation
satisfaction CIO consulting feedback in boards






Possible solutions on known challenges
We identified possible solutions for known challenges regarding IT business value
measurement along the framework levels and measurement points

Framework
Levels

Stakeholder

Measurement
points

Business

Objectives

Exemplary
mapping

Engineering company financial non-financial

Attractive working environment
KPI: Employee Satisfaction Score

EBITDA Margin
KPI: Increase by 9%-12%

Organic revenue growth
KPI: Growth by 2%-5%

~_

Cost reduction
KPI: Reduction by 5%-10%

Known
Challenges

_ Missing transparency in business

objectives, strategy, and metrics

_ Business strategy is not sufficiently

communicated

_ Resolving conflicting business

objectives across stakeholders

Possible
Solutions
Actively ask for business objectives

across CxOs or management board
using explanation sessions

_ Actively ask CxOs or individuals for

a session to explain the strategy

_ Councils with affected CxOs or

stakeholders for priority clarification

Business
Capabilities

Business
KPIs

Production & Logistics
Material Supply

I~

Ongoing material supply
KPI: Error rate

Cycle-time reduction
KPI: Reduction by 3%

Productivity Quality score

KPI: 10% output increase KPI: >95 re
V\ >

_ Missing holistically overview of

business capabilities and KPIs

_ Understanding of the business how
IT can be partner of success

_ ldentify KPIs to operationalise them

so that IT business value is visible

_ Business capability modelling or

similar overviews indicating
capabilities of the business

_ Business-IT relationship modelling

Together with stakeholders define
KPIs that are relevant and measure
for both sides

IT
Capabilities

IT KPIs

IT department \V/

SAP PP SAP MM

What | | IT workplace - Value Apps Digital Twin
l SAP ¢ l
How Satisfaction Score Availability
KPI: >4.3 (of 5.0) KPI: > 99.99% KPI: specific timein s KPI: Cost savings in €

Business faced
IT services

IT operation

Commodity

i
i
i
]
i
i
i
i
i
i
]
|
Responsetime | Pot. business value
1
1
1
i
i
IT services !
i
i
]

'
1 I
| |
1 1
1 1
' 1
1 1
| '
1 1
1 |
1 1
| 1
1 '
1 1
' |
1 1
| 1
1 1
1 '
' '
1 1
| 1
1 1

IT project IT innovation

_ Improvements in business operation

are only IT-triggered and -
implemented

_ Justifying IT business value of
commodity IT services

_ Inconsistent and disunite metric
portfolio extended from IT to
business

_ Increase stakeholder engagement

by showing that changing business
operation by IT is as valuable as
doing something new with a project

Measuring by external and internal
evaluation

Development and deployment of a
measurement tool including metrics
at all levels with the business to
have a common understanding and
tool for measurement



Value Apps — A concrete scenario
A concrete example of IT business value development and justification along the three IT

capability maturity phases

Phase
—_— Maturity
IT
Capabilities
Capability
Category
Spending
all
IT
Controlling
Description
Content

IT
Reporting

Calculate business case for 5 years
Investment: 20 Mio. € (10 Mio OTC, 2x5Y Operation)

Reporting focus on the realization potential of
benefits calculated in the business case over
the next five years by showing different use
cases and scenarios beneficial for the company

@ Conception

: Transition

IT Innovation TR IT Project e IT Operation
_———=—— - _BusinessCase _ _ -~ _ _— S moee Business Case  _ _ - — - = BuSiness_ faced
//r \\\ /’,— ‘~\\ //f’ ‘\\ //,—' ~~lT\serV|ces
L P <C ____ s < e _‘ ______ Y
Value AFES : Value Apps 1 Value Apps : Value Apps 1 Value Apps
! - 4 —
Invent Change Operation Change
0.5 Mio. € (elaborating ideas) 10 Mio. € (OTC) 2 Mio. € (yearly operation) 4 Mio. € (one-time change)

A

50% of customers see added value in Value

Apps within their plants

Internal use of a Value Apps can reduce the
probability of production downtime by 40%

Investment of € 10 million (conception to transition) to realize

A

project and future possible value-add of Value Apps

Development of a measurement tool (“benefits tracking”) with
defined metrics and responsibilities helps to measure added value

A

A

Calculate business case for 5

Develop a measurement tool for

Return: 5 Mio. € per year (10% EBIT)
Cost savings: 3 Mio. € per year

years

Investment: 20 Mio.

benefits tracking

Return: 5 Mio. € per year (10% EBIT) —

Cost saving: 3 Mio. € per year

IT: availability, enabled employees

Business Capabilities: less production

downtime in %, cost savings in €

Business Objectives: Sales to
customers with Value Apps

Reporting focus on project realization tracking, spend tracking, and
the proposal of the “benefit tracking” (=measurement tool) for the IT
operation phase which should be iteratively developed together with

the stakeholder

During Maintaining added value Enhancing value-added

Business 2 Mio. € annual budget to 4 Mio. € one-off budget needed to

Case maintain sales and cost enhance sales of Value Apps by 10%

savings + adapt measurement tool & metrics

+ adapt business case calculated

After Maintaining added value Evaluate with stakeholder

Business 2 Mio. € annual budget to Changes and future procedures

Case maintain sales and cost on Value Apps need to be

savings related to the
calculated business case

discussed together with the
stakeholder

Reporting focus on “benefit tracking” and a deviation analysis showing plan
value (=original value), target value (=plan value corrected in consultation), and
actual value (=realized value) helping to justify “continuous operation” or
“adjustments potentials”



IT business value scenarios
A general approach, how IT business value must be considered during IT capability
maturity development

Phase
Maturity
IT
Capabilities
Capability
Category
Spending

$
al
IT
Controlling To@

Budgeting

= Conception

Transition

IT Innovation IT Project IT Operation
LFT T TRy - RN Business faced Commodity
,/ o _\!_ - '/ - _i_ . IT services IT services
Digital Twin ‘ : Digital Twin Value Apps | : Value Apps : SAP | Workplace |
——— - —--q--- B
(1) (2 (3) (4 ) (5) (6)
/. _/f > 2 >
| b |
I : I
Y, U, S A,
Invent : Change ! Change ‘ : Operation :: Change : Operation = Change Operation Change ‘
20 Mio. € 15 Mio. € 20 Mio. € 4 Mio. € 5 Mio. € 1 Mio. €
20 Mio. € 30 Mio. € 50 Mio. €
Projects

Tl

20% Inventing

Tl Operation

‘ 30% Changing

Tl

50% Running

o IT Innovation

Identify IT innovations that can add value to the company in different use
cases. IT innovations can be worked out in more detail along the innovation
pipeline. Spending is necessary to identify and drive IT innovations.

9 Concepting into Project

Calculation of a business case outlining the added value of the specific IT
innovation for the company after project implementation.

The calculated added value should be used as a figure for the targeted IT
business value contribution.

9 IT Project

Argumentation of the spending through the business case calculated in the
Stage 2, including the expected added value for the company.

e Transition into Operation

The business value calculated in the project must be achieved operationally.
For this purpose, a measurement tool including metrics (= "benefits
tracking") must be developed together with stakeholders and implemented
during the transition to operation. Metrics could be standard IT metrics that
apply to all services, but also metrics that are used depending on the case.

-> Benefits tracking is basis fora common understanding of IT business
value and future spending in order to maintain or increase the added value.

6 Business-faced IT services

Operation: Spending must be done to maintain the existing IT business value

Change: IT governance regulates whether a small adjustment is made, or a
separate project need to be set up.

Case "new project": Consideration as Stage 2.
Case "no new project": "minor change" + adaption of measurement tool

@ Commodity IT service

Operation: Spending must be spent to maintain the existing IT value proposition
- Finding a balance between satisfaction and costs

Change: Based on user satisfaction and cost in the view of the stakeholder



One more thing — Commodity IT services
The combination of external and internal measurements enables an objective evaluation
of IT services to find the right balance

,AS soon as CIOs are asked about the value of commodity IT services,
they should notice that they have done a bad job”

@ External evaluation
"fﬁ ; Internal evaluation < q _ Commodity IT services are considered as a
pure cost factor

_ Internal customer rate IT business value of _ Using benchmarking within the industry or

cor.nmodity IT services _ Find the balance where similar sized firms
_ Using surveys or XLA_ (I_Experlenc_e Level stakeholders are satisfied Wlth the _ Stakeholder determine the optimal cost
Agreement) & DEM (Digital Experience value of standard IT services level

Management) to evaluate the satisfaction
score of the respective commodity IT service

_ Stakeholder determine the to-be achieved
satisfaction score

_ The results can be used to evaluate with stakeholders how commodity IT services can be managed to create the added

>> _ An objective view can only be taken by combining the measurements from external and internal perspectives
value that stakeholders consider crucial






»3W + 1H of IT Business Value*
IT business value is the joint success of business and IT, measured by a conglomerate of
gualitative and quantitative metrics relevant for the stakeholders under consideration

i

What is
IT business value?

A

“Not a single value — more a
conglomerate of metrics”

Stakeholder's perceived positive
value and satisfaction with IT, as
indicated by a conglomerate of
gualitative and quantitative
metrics relevant to the
stakeholder

i

How to measure
IT business value?

A

“Combining facts with
perceptions”

IT business value is measured by
guantitative and qualitative
metrics on dimensions that are
relevant to the respective
stakeholders

i

What does
IT business value show?

“Joint success beyond
department boarders”

IT business value shows the joint
efforts of IT and business,
which is visible to both parties
as an impact on business
performance and contribution to
business objectives

i

What is IT's fair share of
the business success?

A

“Getting better together - not
alone”

Either IT nor business can realize
value alone — IT business value is
the value realized in the
business enabled through IT
capabilities and organisational
capabilities
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