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Abstract 

This study focuses on the challenges of aligning scorecards and 
KPI´s to measure the effectiveness of the IT strategy and the 
development of a performance measurement model. The case 
study was based on an exploratory research model, analyzing and 
integrating the most suitable metrics and scorecards for the case 
company. Collecting data and applying the required information to 
answer the research question formed the basis for the study.  
 
The following conclusions were derived from the study. The first 
one is developing relevant sets of IT Balanced Scorecards to align 
business and IT strategy. Second, is to implement relevant 
performance measures for IT financial and portfolio management. 
Enabling this mechanism will enhance cost cutting and 
optimization of IT. The third conclusion concerns Master Data 
Management, where wrong data in the system will be “cleaned” to 
improve customer satisfaction and goodwill. A model combining 
solutions for these key challenges is provided in the study. 
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1 Introduction 
  

1.1 Framing the Study 

Information Technology is not practiced as an end in itself. The mission of IT is simply to 
support and enable business strategy. IT requirements derived from business strategy can be 
diverse. IT can be used to reduce process cost, enhance process quality or to gain competitive 
advantage. Implementation of IT are long-term investments, require significant financial and 
human resources, management attention and also careful planning. For this reasons it is an 
obligation for both business side and IT to align business and IT strategy.1 IT strategy plays two 
roles in business strategy. One is in informing the business strategy an online channel that 
highlights which customers are targeted. The other one is to ensure that the business strategy 
materializes. Strategy is a mechanism to control the enterprise and aligns structure, governance, 
architecture, processes, culture and metrics. IT strategy specifies how information and IT will be 
implemented to be able to contribute to enterprise success.  

Companies are looking for opportunities and solutions to cut costs. IT represents an important 
part of total spending and its contribution is often difficult to assess.  To enhance cost reductions 
and efficiencies corporates should take a broader look at how to manage IT. A key to this is to 
bring business and IT leaders together to rationalize business applications and processes and the 
core IT infrastructure and operations.  Implementing performance management and adopting 
metrics and Balanced Scorecards will enable the enterprise to drive strategic value from IT. 
 
The main objective of this study is to investigate which metrics and scorecards are most suitable 
to review the performance within the organization. According to a spokesperson from the case 
company in this study, he describes the performance management system as a “black hole”. Due 
to organizational restructuring, the performance processes have not been defined nor do they 
exist as formalized processes.  
 
Metrics to drive value from IT investments will be a major part of the study along with the IT 
Balanced Scorecard. The latter is a useful framework to measure the economic consequence of 
strategic use of IT. 

1.2 Purpose and Research Question 
 
The purpose of this study is to identify and analyse possible metrics and scorecards to measure 
the performance of the IT strategy.  Measuring the performance is a vital part of the strategy 
process. Unfortunately a framework to suit this purpose does not exist in a formal and integrated 
way.  This study focuses on how to develop and align the performance measurement processes 
related to the IT strategy and establishing a framework to enhance performance reviews.  

1 For an explanation on strategy and IT strategy, confer  chapter  2 
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Some of the challenges might be to choose the most important processes to measure and to fine-
tune the metrics and scorecards. The research is of the exploratory nature and aims to answer the 
following question: 
Which scorecards and KPI´s are most suitable to measure the strategic value of the IT Strategy? 

1.3 Disposition 
 
The aim of the disposition is to follow the academic recommendations and to cover areas 
relevant to the research project. The disposition follows the template constituted by Blekinge 
School of Management.  
 
The first part is the Introduction discussing the aim of the study and the research question to be 
answered. The second part deals with the Literature Review. The Literature Review enables the 
foundation of understanding to the most important aspects of the thesis and gains the reader 
knowledge to further understand the theories and concepts.  
The Methodology describes what methods will be used for the study and the research model and 
design. The Empirical Findings and data collection in chapter four are based on the methods 
from the previous chapter. The Analysis chapter follows the Empirical Findings and the material 
is investigated and digested into manageable pieces. The Conclusion brings the Empirical 
Findings together with the Analysis and synthesizes the material to come up with a Conclusion 
for the thesis and is the last chapter of the thesis.  
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2 Literature Review 
 
 
 
The second chapter expounds the literature review. At first the general business strategy concept be explained, then 
the strategy alignment with IT and how closely they are connected. Furthermore there will be a highlight on different 
methods for measuring the IT performance relative to the business strategy. The chapter concludes with discussions 
on issues and trends in performance management. 
 
 

2.1 Establishing the Literature Review 
 
As before mentioned in Chapter 1, the ambition of this study is to identify the most important 
metrics and scorecards for the case company and investigate the alignment between business and 
IT strategy. The identification process will be based upon interviews, literature reviews and 
investigation. Furthermore this is a single case study. A single case study looks in depth at one or 
a small number of organizations, events or individuals generally over time. There is very extensive 
literature on the design, use and purposes of a single case study.2 A literature review is identified 
by:3 

� What do you already know about the topic? 
� What do you have to say critically about what is already known? 
� Has anyone done anything exactly the same as what is proposed? 
� Has anyone done anything that is related? 
� Where does your work fit in with what has been done before? 
� Why is your research worth doing in the light of what has already been done? 

 
The literature combines examination of performance management with existing literature review 
and research. The term performance management will be used throughout the as study and is a 
collection of methods to define how to measure the performance within the company or an 
organization. First the strategy term will be discussed and then how it is intertwined with IT. 
Once the foundations for strategies have been established, the discussion will continue to outline 
the context of alignment and performance management.  Performance management will be 
examined more in detail, as this is the heart of the study, outlining the importance of using 
metrics as well as Balanced Scorecards.  

2.2 Aligning IT to Corporate Strategy 
 
Business strategy is the overall direction of an enterprise outlining how to be successful. The 
essential element of strategy is to do the right moves. Furthermore, strategy defines the potential 
value of an enterprise. Strategy is about what organizations and businesses are doing to achieve 

2 Easterby-Smith et al., 2008, p. 97 
3 Ibid, pp. 30-31
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the aspirations and objectives formulated.4 Strategy is a control mechanism of the enterprise and 
integrates the artefacts such as governance, processes and metrics. Porter wrote “Strategy is what 
makes you unique, gives you a distinct competitive advantage, provides direction, builds brand 
reputation, sets the right goals, adds superior performance, defines a market position and creates 
a unique value proposition. According to Porter, successful corporate strategies are built on three 
vital premises that cannot be altered:5 

“Strategy is the determination of long-term goals and objectives, courses of action and allocation of 
resources, and structure is the way the organization is put together to administer the strategy, with 
all the hierarchies and lines of authority that the strategy implies Corporate strategy defines a 
company's vision, sets long-term goals and outlines the nature” 6 

 
Competition Occurs at the Business Unit Level 
Diversified companies do not compete; only their business units do. Unless a corporate strategy 
places primary attention on nurturing the success of each unit, the strategy will fail, no matter 
how elegantly constructed. Successful corporate strategy must grow out of and reinforce 
competitive strategy. 
 
Diversification Inevitably Adds Costs and Constraints to Business Units 
A business unit must explain its decisions to top management, spend time complying with 
planning and other corporate systems, live with parent company guidelines and personnel 
policies, and forgo the opportunity to motivate employees with direct equity ownership. These 
costs and constraints can be reduced but not entirely eliminated. 
 
Shareholders Can Readily Diversify Themselves 
Shareholders can diversify their own portfolios of stocks by selecting those that best match their 
preferences and risk profiles. Shareholders can often diversify more cheaply than a corporation 
because they can buy shares at the market price and avoid hefty acquisition premiums. These 
premises mean that corporate strategy cannot succeed unless it truly adds value—to business 
units by providing tangible benefits that offset the inherent costs of lost independence and to 
shareholders by diversifying in a way they could not replicate. Relying on these premises will 
enhance and enforce the strategy process and create competitive advantage. There are a number 
of options to base a corporate strategy on:7 

1. Identifying the interrelationships among already existing business units 
2. Selecting the core businesses that will be the foundation of the corporate strategy 
3. Creating horizontal organizational mechanisms to facilitate interrelationships among the 

core businesses and lay the groundwork for future related diversification 
4. Pursuing diversification opportunities that allow shared activities 
5. Pursuing diversification through the transfer of skills if opportunities for sharing activities 

are limited or exhausted 
6. Pursuing a strategy of restructuring if this fit the skills of management or no good 

opportunities exist for forging corporate interrelationships. 
7. Paying dividends so that the shareholders can be the portfolio managers 

4 Eriksson-Zetterquist et al., p. 200 
5 Porter, 1987, p. 3 
6 Chandler, 1962, p. 16 
7 Porter, 1987, p. 20
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IT is expected to deliver business value at the lowest possible cost. The value of an IT strategy is 
to ensure that the business has the systems it needs to deliver optimal performance, while 
keeping control of spending and resources. IT strategy specifies how information and IT will be 
used to contribute to enterprise success. The IT strategy plays two roles in business strategy. One 
is in informing the business strategy—an online channel that changes which customers are 
targeted, for example. The other is in making the business strategy happen.8 IT strategy should be 
an integral part of business strategy. It should not be thought of as a separate strategy process. 
Potential causes for creating an IT strategy might be a business or IT turnaround or a business 
transformation program. Mergers and acquisitions are often powered by a successfully 
implemented IT strategy. IT is now a main actor in leading the business through transformation 
and ultimately to a better competitive position.9 A study by IDG research shows that the 
organizations are aware of the importance to align IT and business but they have difficulty in 
mapping and monitoring the goals.10 

 
“75% of U.S. organizations consider IT-business alignment a primary concern 
35% of those organizations have difficulty mapping business goals IT 
31% say they have insufficient monitoring and management capabilities” 

 
Organizations are now required to integrate IT decisions with planning and decision-making 
processes diverse corporate levels. Dave Aron has synthesized the following conclusions on how 
to effectively align IT with the business: 11 

� A great strategy is brief, complete and focused on business success. 
� The demand side defines how the business will win and how IT will help. Use business 

capabilities as the glue between business success and IT contribution. 
� Having a strategic direction alone is not enough. IT must implement control mechanisms 

that lead to strategic decisions and behaviours. Principles, governance, financial 
management and metrics are the key control mechanisms. 

� IT services, architectural components and people must be exploited and developed to 
support business success. Use the strategy to define the direction for all these IT assets 
and capabilities. 

� The most powerful IT strategies don’t document what is; they envisage what could be. 
� The most effective IT strategies don’t just reside in documents; they reside in 

conversations and activities. 
 
The alignment of information technology with business plans requires adoption of financial 
matters. Other essential aspects are market share, customer satisfaction, taking care of 
employees.12 Aron continues with stating that budget analysts find it more rewarding to examine 
information technology costs than examining what benefits IT will drive.13 The management of 
IT creates opportunities to scale the corporate finance. Purchasing and operating large processing 
centres creates opportunities to reduce costs, achieve critical scale in expertise and improve 

8 Aron, 2009, p. 7 
9 Deloitte Consulting, 2009, p. 12 
10 IDG Research Poll, 2009 
11Aron, 2009, p. 1
12 Aron, 2009, p. 9 
13 Ibid 
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productivity.14 When optimized, IT organizations can help the business create value by providing 
how things actually work in the organization and how they could work under optimal 
conditions.15 Aron notes that it is important to define three time horizons the strategy should 
cover:16 

1. The short term, for which IT must have a clear plan with exact financial costs and 
benefits - commonly 12 to 18 months for enterprises. 

2. The medium term, for which planners can envisage a plan with specific business 
outcomes, although details of budgets, benefits and approach may not yet be fixed— 
most commonly three years. 

3. The long term, for which IT planners do not have a concrete plan but do have grand 
strategies or scenarios that outline targets for what markets the enterprise will be in, what 
clients it will serve and how it will win.  

 
“In some cases, the company strategy is very much dependent upon the IT strategy. You almost 
can’t separate the two for a number of companies.”17 

 
IT is a fundamental enabler and driver of business. IT provides competitive advantage. The 
business value delivered by the IT organization is constrained by the IT strategy. If there is no 
strategic direction, business units and functions can end up in different directions with potential 
damage to key business capabilities. With faster execution of company processes it often brings 
value to the business by IT drivers like cost reduction programmes and profit growth. When IT 
act as change driver it enables faster realization of the business benefits from new systems and 
components. IT provides great advantages in speed of operation, consistency of data generation, 
accessibility and exchange of information.18  
 
One key issue in IT and organizational alignment is how to measure alignment. Khaiata and 
Zualkerman points out that matching and moderation are two ways to measure alignment. 
Matching tries to match aspects of IT strategy with components of business strategy. Moderation 
pairs business and IT strategy and their impact on business performance.19   
 

“IT units that act as change drivers enjoy faster realization of the business benefits from new systems. 
On average, business change drivers reported an interval of nine months between the projects start 
date and the delivery of business value. This is 33 percent faster than in companies where IT´s role 
is that of an order taker.”20 

 
Benson et al. brings up the term strategic agenda.21 The strategic agenda states what the business 
expects to do with IT. An example would be that the business´s strategic intention is to reduce 
logistics costs. In this case the strategic agenda for IT would be how to support this strategic 
decision and enable cost reductions for the business. The business strategy for the use of IT 
establishes the means for accomplishing the improved competitiveness, identifying how to utilize 

14 Kaplan and Norton, 2006, p. 78 
15 Beyer and Joni, 2010, p. 6 
16 Aron, 2009, p. 8 
17 Deloitte Consulting, 2006, p. 2 
18 Stewart and Mohamed, 2003, p. 407
19 Khaiata and Zualkerman, 2009, p. 138 
20 Ross et al., 2010, p. 3 
21 Benson et al, 2006, pp. 175-177 
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IT. “Strategic planning forms the base strategy and the strategy for using IT to achieve base 
strategy.”22 The strategic plan involves strategic intentions, strategic objectives and strategic 
initiatives. Strategic planning defines how: (1) IT impacts the company´s strategic intentions; (2) 
IT resources are most effectively allocated to meet the company´s strategic needs.23 Companies 
require business planning that aligns business-planning processes with IT, to drive strategic value 
from IT and deliver competitive advantage. A summary by Kim et al., concludes the fact that IT: 
“(1) reduces operating or processing costs (2) increases market share and productivity and (3) 
increases future economic benefits and profitability.”24 

2.3 Choose the Right Metrics, Drive the Right Strategy 
 
Performance in management research literature is characterized by performance to reflect 
particularities of an organization and the potential linking of inputs and outputs. The 
performance of a corporate needs to be analyzed in the markets the company operates. One of 
the reasons CPM programs offer value is their emphasis on nonfinancial as well as financial 
metrics. Financial metrics are lagging indicators of corporate performance; they tell you about 
where you have been. Nonfinancial metrics – such as changes in customer acquisition, 
satisfaction, and retention – are leading indicators that can predict where you are going.25 
Performance management can be divided into strategic, operational and individual performance 
management. 26 

 “Corporate performance management encompasses all the processes, information, and systems used 
by managers to set strategy, develop plans, monitor execution, forecast performance, and report 
results with a view to achieving sustainable success no matter how success may be defined.”27 

 
Organizations must devote significant time, energy and human and financial resources to 
measure their performance in achieving strategic goals. The method for this measurement is 
called performance management. It is associated with two key processes: performance 
management and performance measurement. “Performance measurement deals with the results 
and performance management deals with taking action based on the results of the evaluation and 
ensuring the target results are achieved.”28 The goal of performance management is to use 
management information to drive actions and behaviors that supports business goals. 
Performance management is comprised of strategy definition, strategy execution and training and 
performance measurement. It allows companies to implement the strategy while integrating 
planning, budgeting, forecasting, and financial and operational reporting and analysis into a single 
process. At the highest level, CPM translates strategy into tangible actions that allow an 
organization to achieve its goals. Applied holistically, CPM can provide businesses with a 
structure and discipline to plan and execute workload and review performance on a timely basis. 
The benefits of CPM keep on spreading and more organizations will regard it as an essential 

22 Ibid 
23 Ibid, p. 181 
24 Kim et al., 2004, p. 29 
25 Sarros, 2009, p. 3
26 Brudan, 2010, p. 111 
27 Axson, 2007, p. 47
28 Brudan, 2010, p. 110 
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management technique.29 IT services are so intertwined with business success that performance 
metrics provide real-time information necessary to adapt to changing business conditions and to 
capture business opportunities. There is often a lacking a common language to measure IT 
support for critical services, however the cure for this is by using performance metrics that link 
applications, services and transactions. London and McCarthy notes:30 

“High-performance businesses have a very strong value orientation. They firmly ground their 
strategy in driving value and the key result measures of performance that are linked to total 
returns to shareholders” 

Benson et al. suggests effective planning processes, appropriate resource decisions and workable 
budgets and plans. They need to be worked together consistently.31 A common problem is that 
these activities are worked out in silos of the company. Business planning, IT planning, 
prioritization, budgets and performance measurement are inadequately connected.32 The 
consequence is that the company’s IT investment does not support business strategies. These 
disparities are the problems that need to be solved by introducing performance management 
tools. Once strategy and plans have been determined, it is necessary to identify the financial and 
operational information that must be measured and analysed to see whether the company is 
succeeding in achieving its goals and plans.33 It’s crucial to select the measures that matter. The 
measures have to be aligned to the strategy and driven by actionable plans.34 Metrics are an 
essential part of running a business. As the saying goes you cannot manage what you cannot 
measure. Business analytics is a framework for quantitative methods to devise business decisions 
and improve outcomes.35 However, as Campbell notes, “too many metrics can dilute the focus 
on strategic objectives, making it difficult to communicate a coherent implementation plan to the 
employees responsible for achieving those objectives.” 36 A well-structured performance 
measurement system will help management make informed decisions on future actions. Financial 
metrics should come from external benchmarks like return on capital, revenue growth and 
productivity. 37 Once the metrics for each business function have been defined the next step is to 
develop baselines for each metric to measure up against the so-called normal behaviour. This step 
is crucial to detect problems before end users are affected. Baselines depend on business and 
business function type, but could for instance include IT cost per user. By establishing baselines, 
it is possible to get notified when any metric receives an abnormal value. Understanding 
performance measurement become even more important as businesses implement new 
technologies. A rich set of metrics helps in the creation of baselines and the setup of 
performance management.  

29 Sarros, 2009, p. 8
30 London and McCarthy, 2006, p. 11 
31 Benson et al, 2006, p. 5 
32 Ibid, p. 6 
33 Conner et al., 2008, p. 8 
34 Ibid
35 Rich, McCarthy and Harris, 2010, p. 3 
36 Campbell, 2002, p. 15 
37 Kaplan, 2006, p. 19 
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2.4 The Concept of 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."38 

The Balanced Scorecard is a strategic planning and management system to align business 
activities to the vision and strategy of the organization, improve internal and external 
communications, and monitor organization performance against strategic goals. Robert Kaplan 
and David Norton originated the Balanced Scorecard as a performance measurement framework. 
It adds strategic performance measures to metrics, which gives managers and executives a view of 
the organizational performance. Furthermore it is a framework that provides performance 
measurements, and helps analysts to identify what is to be measured. Many organizations use 
their financial and nonfinancial performance measures only for tactical feedback and control of 
short-term operations. Balanced Scorecard incorporates financial and non-financial information 
with the information systems for employees.39 The Balanced Scorecard provides feedback on 
internal processes and external outcomes to improve strategic performance and results. Figure 1 
below outlines the Balanced Scorecard and the four perspectives. Each section contains a short 
abstract. 

Figure 1: The Balanced Scorecard 

 

Source: Norton and Kaplan, 1996, p. 76 
 
The balanced scorecard suggests that the organization should be viewed from four perspectives. 
The following synergies might be derived from each perspective:40 

38 Kaplan and Norton, 1996, p.15 
39 Kaplan and Norton, 1996, p. 8
40 Kaplan and Norton, 2008, pp. 127-129 
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1. Financial perspective: Integration for other companies, leveraging a common brand, 
operating an efficient capital market. 

2. Internal perspective: Exploit core competencies and achieve economies of scale. 
Measures as quality levels, productivity and cycle times are relevant. 

3. Customer perspective: Consistently delivering a common value proposition, leveraging 
common customers by combining products or services from multiple units to provide a 
distinct value proposition. 

4. Innovation and learning perspective: Enhance human capital, leverage a common 
technology and share best-practice capabilities 

Kaplan and Norton notes that four characteristics stand out when referring to the balanced 
scorecard:41 

1. It is a top-down reflection of the company’s mission and strategy. By contrast, the 
measures most companies’ track is bottom-up: deriving from local activities or ad hoc 
processes, they are often irrelevant to the overall strategy. 

2. It is forward-looking. It addresses current and future success. Traditional financial 
measures describe how the company performed during the last reporting period— 
without indicating how managers can improve performance during the next. 

3. It integrates external and internal measures. This helps managers see where they have 
made trade-offs between performance measures in the past, and helps ensure that future 
success on one measure does not come at the expense of another. 

4. It helps you focus. Many companies track more measures than they can possibly use. But 
a balanced scorecard requires managers to reach agreement on only those measures that 
are most critical to the success of the company's strategy. Fifteen to twenty distinct 
measures are usually enough, each measure custom-designed for the unit to which it 
applies. 

 
Kaplan and Norton suggest that a good way of implementing the Balanced Scorecard is through 
the use of a Strategy Map. It visualizes causal relationships among strategic objectives and is 
widely adopted as a starting point for Balanced Scorecards projects.42 The strategy is comprised 
of the same four perspectives as the Balanced Scorecard namely: (1) financial perspective (2) 
customer perspective (3) internal perspective (4) learning and growth. Strategy maps only 
describe strategies. Using strategy maps, IT and business executives can see if their IT strategy is 
aligned with enterprise strategy. 

2.5 Dualistic Character of Business Model Development 
 
Strategy implementations aiming for change frequently fail because 80-90% of the organization's 
resources are tied to the rolling, operational activities. Lareva suggests a shift of focus from 
singular all-is-equal business model, to a dualistic model where run and change are managed 
separately but in close interaction to one another. The run side of the business model 
development is evolutionary continuous improvement. Change side aims for radical, 
revolutionary improvements through performance improvement initiatives which require 
extraordinary resources allocations. Run and change processes should be managed separately – 

41 Kaplan and Norton, 1993, p. 2 
42 Kaplan and Norton, 2008, p. 100 
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initial improvement initiatives through the use of strategy cards and operational performance by 
balanced scorecards.43 The target effect is to radically change the performance level and then to 
keep the new level as baseline over time. This creates leverage in allocating the required resources 
to perform the change projects. Management of run is to respond to anomalies and should 
require as little management time and attention as possible, where the goal is continuous 
improvement in order to allocate more resources to change. Management of Change, in this 
context implementation of strategy, is about allocation of these extraordinary resources to few 
prioritized focus areas, and should be top-of-mind for management attention.  
 
An all too common mistake is to devise a well-developed strategy without ensuring the capability 
to implement it through the desired change. To achieve a balance between the elements the 
strategy processes needs ensure execution capability. This happens through freeing of resources 
tied to running, operational activities, and allocating these to transformational change. Freeing of 
resources comes through efficiency improvements and prioritization decisions.  
 
Organizations' budget must support both run and change Lareva suggests that in order to ensure 
allocation to change, organizations have to divide their budgets to run (operational) and change 
(strategic). Budgets can then be activity-and driver-based or based on strategies but with reduced 
number of budget lines. At follow-up of the financial and forecasting there needs to be a focus 
on the strategic changes. It is vital to communicate actions to be taken to ensure that strategic 
objectives are met, following up the activities and results and in the case of run focus on 
deviations.44 The run-change model is depicted in figure 2. 

Figure 2: Run-Change 

 
Source: Lareva 2008, p. 4 
 

2.6 Trends and Issues in Performance Management 
 
“78% of fast growth companies use five or more metrics to track business performance, 
but only 28% roll their financial, operational, and external data into a single, strategy-
driven information resource”  

 

43 Lareva, 2008, p. 3
44 Ibid
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Many organizations are dissatisfied by their IT investments due to limited understanding about 
the definition and measurement of IT. In turn this leads to concerns as to the value IT adds to 
the business.45  
 
Stewart and Mohamed argue that organizations should adopt consistent IT performance 
evaluation techniques that allow for benchmarking the overall performance improvement 
resulting from IT investments.46 According to a study performed by PricewaterhouseCoopers, 
CEOs of America’s fastest-growing private companies believe in the power of performance 
metrics for managing the business.47 Only 21 percent use fewer than five metrics. The ones who 
are using under ten metrics are 32 percent below average in size, and have been growing revenues 
at a pace ten percent slower than average over the past five years. This number indicates that 
introducing a solid performance management system increases business revenue and growth. In 
contrast to this, those who are using ten or more metrics are larger than average, and have been 
growing five percent faster than average over the same period. The study continues with 
outlining the barriers for implementing performance measurement; (1) lack of understanding 
performance measures; (2) lack of integrated systems; (3) internal organizational differences; (4) 
lack of consistent data models.48 

Niven notes in his reports that only 35 percent of respondents in a recent study rated their 
performance measurement systems as effective or very effective.49 Efficient execution of the 
corporate strategy is vital to the success of the corporations. What is needed is a measurement 
system that balances the historical accuracy and integrity of financial numbers with today´s 
drivers of economic success and in so doing beating the odds of executing strategy.50 Niven also 
points out that a staggering 80 percent of large American companies want to change their 
measurement systems.51  

A recent research report presented by Accenture highlights six factors why companies struggle 
with performance management: 52 

1. The cost of data quality 
2. Oceans of data 
3. Islands of systems 
4. Current management systems ignore and under-manage value- creating assets:  
5. The wrong incentives 
6. The wrong metrics 

In the last decade performance measurement has become a multi-million dollar industry. 
Performance measurement systems based on financial metrics alone have been deemed 
inadequate and more attention is being paid to non-financial metrics, widening the scope to 
gather business wide data.53 The shortcomings of existing systems have been widely documented 

45 Stewart and Mohamed, 2004, p. 407 
46 Ibid 
47 Collins, 2004, p. 3
48 Ibid, p. 4 
49 Niven, 2002, p. 10 
50 Ibid 
51 Ibid, p. 5 
52 Rich et al., 2010, p.p. 6-8 
53 Neely, 2002 
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according to Neely et al.54 The authors continue with stating, “various authors propose 
performance measurement frameworks, but few provide any insight into how these frameworks 
can be populated.55 Merely examining the dollars invested in IT may not be an accurate reflection 
of the IT effectiveness, because the extent may vary across industries, firms or processes. Devaraj 
and Kohli note a void in literature evaluating the impact of technology usage on organizational 
performance.56  The issues with relying on accounting measures instead of instruments for IT are 
that they are insensitive to time lags. “This can problematic in case of IT investments where it 
may take several years for information systems to translate into bottom line performance effects, 
due in part to the time that it takes to learn and effectively use such systems”.57 McKinsey & Co., 
reveals in a report that IT is becoming more than a cost center. Compared with earlier surveys, 23 
percent say IT’s contribution to the corporation is delivering IT services at the lowest cost, 
coming down from 25 percent in 2009 and 33 percent in 2008, clearly indicating a decrease. 39 
percent of IT and non-IT executives are expecting IT to help drive broader business efficiency 
and performance. “These expectations are in line with priorities for using IT to improve business 
performance.”58  
 
According to an Ernst & Young report, when analyzing the organizational value, 35% of the 
valuation decision is based on non-financial data.59 A recent performance report by Accenture 
shows that metrics constitute one of the most important programs for improving IT delivery 
performance. Unfortunately, the metrics most 82% measure IT performance in total IT 
spending. Interestingly 57% of all IT organizations surveyed say they have access to project 
reviews, a significant improvement over the 36% in 2008 and 33% in 2006 that said they perform 
such reviews.60 It is very important for Chief Information Officers (CIO) to identify the metrics 
for the most important business objectives for short- and long-term outcomes.61  
 

“Performance management critics believe performance review nourishes short-term 
performance, annihilating long-term planning, building fear, demolishing teamwork and 
nourishing rivalry and politics and others critique its practical difficulties while supporting its 
underlying principles.”62 

 
A number of performance measurement systems have been developed and designed, where the 
Balanced Scorecard has been most widely adopted. However a high rate of failure is associated 
with the implementation of the Balanced Scorecard (BSC). Data from Gartner suggests that over 
70 percent of large US firms had adopted the balanced scorecard by the end of 2001.63 A Bain & 
Co. survey of more than 708 companies on five continents found that Balanced Scorecard was 
used by 62 percent of responding organizations, as this report was conducted a couple of years 
ago, it is to assume that the rate has grown. 64  

54 Neely et al., 2000, p. 1119 
55 Ibid, p. 1121  
56 Devaraj and Kohli, 2003, p. 274
57 Bharadwaj et al., 1999, p. 1009 
58 Roberts and Sikes, 2010, p. 3 
59 Ernst & Young, 1998, p. 5 
60 Mayo, 2010, p. 12 
61 Ibid, p. 25 
62 Nankervis and Compton, 2006, p. 84 
63 Neely, 2003, pp. 12-13
64 Hendricks et al., 2004 
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Common issues by BSC are related to the implementation of a chosen strategy, where it fails to 
ask the question whether the chosen strategy is the right strategy for the business. The most 
important criticism of BSC is that there is no empirical or scientific evidence that implementation 
of balanced scorecard leads to improved performance.65 A survey of 66 Australian manufacturing 
companies indicates that larger firms make more use of a BSC. It also suggests that greater BSC 
usage is associated with improved performance. 66 The Balanced Scorecard addresses a serious 
deficiency in traditional management systems: their inability to link a company's long-term 
strategy with its short-term actions.67 Furthermore the company can quantify and communicate 
their long-term strategies to senior executives using a comprehensive set of linked financial and 
nonfinancial measures. Such communication informs the executives and the board in specific 
terms that long-term strategies designed for competitive success is in place.68 Different metrics 
and standards can impair the organization’s ability to communicate effectively and meet 
compliance requirements. It can also hamper the management’s ability to create a unified view of 
all the company’s critical business information.  
 

“The moment you choose to manage by a metric, you invite your managers to manipulate it”69 
 
A Harvard Business Review article reports that most senior executives find performance 
measurement difficult and they’re reluctant to engage with it in a meaningful way. As a result, 
companies routinely fall into five traps.70 
 
1. Measuring against yourself 
To measure how well the business is doing, the most important benchmarks can be found 
outside the organization. These will assist in defining competitive priorities to relative rather than 
absolute performance. The trouble is that comparisons with competitors can’t easily be made in 
real time – which is why so many companies fall back on measurements against the previous 
year’s plans and budgets. 
 
2. Looking Backward 
Performance assessment packages along with budget figures almost certainly includes 
comparisons between this year and last. Beating last year’s numbers is not the point; a 
performance measurement system needs to indicate whether the decisions made are going to help 
out in the coming months. Consequently, look for measures that lead rather than lag the profits 
in the business. The quality of managerial decision-making is another leading indicator of success.  
 
3. Putting Your Faith in Numbers 
The metrics in performance assessment package all come as numbers. The problem is that 
numbers driven managers often end up producing reams of low-quality data. Numbers-driven 
companies also gravitate toward the most popular measures. If they’re looking to compare 
themselves with other companies, they feel they should use whatever measures others use. The 
question of what measure is the right one gets lost.  

65 Paranjape et al. 2006, p. 4 
66 Ibid, p. 5 
67 Kaplan and Norton, 1996, p. 75 
68 Ibid 
69 Liekerman, 2009, p. 101 
70 Ibid, p. 98
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4. Gaming Your Metrics 
Metrics are only proxies for performance. This might create issues like when someone who has 
learned how to optimize a metric without actually having to perform will often do just that. To 
create an effective performance measurement system, you have to work with that fact rather than 
resort to wishful thinking and denial. It helps to diversify the metrics, because it’s a lot harder to 
game several of them at once. Multiple levels like those make gaming far more complicated and 
far less likely to succeed. It is also a possibility to vary the boundaries of the measurement, by 
defining responsibility more narrowly or by broadening it. The link between meeting budgets and 
performance should not be to restricted. A way of providing budget flexibility is to set ranges 
rather than specific numbers as targets. 
 
5. Sticking to Your Numbers Too Long 
Unfortunately performance assessment systems seldom follow the high pace of development as 
the business. In the earliest phases, performance is about survival, cash resources, and growth.  
As the business matures, the focus moves to profit and the comparisons to competitors. The 
point is that if the indicator is specified precisely it can more show when it’s not fit for the 
purpose.   
 
Why do organizations that excel in so many other ways fall into these traps? The answer is 
because the people managing performance frameworks are generally not experts in performance 
measurement. A good assessment system aligns finance and line managers.71 Achieving 
outstanding performance emphasizes the importance of making the right decisions and choice. 
When measuring corporate performance properly it is making sure that the right goals will be 
implemented and they are linked to the strategic priorities. 
To sustain strategic results Norton suggests creating a Strategy-Focused Organization (SFO). The 
Strategy-Focused Organization, identified five principles to be applied by every organization:72 

� Mobilize Change through Executive Leadership - executives take the initiative for 
managing the change required to support the strategy 

� Translate the Strategy to a Balanced Scorecard - create a Balanced Scorecard which 
translates the strategy to operational terms 

� Align the Organization to the Strategy - use the Balanced Scorecard to link the goals of 
corporate, lines of business, and support units 

� Make Strategy Everyone's Job - educate, empower those at all levels of the organization 
to execute the strategy 

� Make Strategy a Continual Process - through the Balanced Scorecard, link the governance 
process (budgeting, reporting, planning, reviews) to the strategy.  

 
Successful organizations realized each of these principles at different points in time to create and 
sustain momentum, to break through different barriers, and to bring strategic change to different 
parts of the organization.73 To achieve and sustain success, the organization must manage 
performance. On average, companies only realize a fraction of the financial performance that 
their strategic plans promise. This is primarily based on failures of planning and execution. The 
high performing organizations optimize planning, identify critical business processes and allocate 

71 Liekerman, 2009, p. 101
72 Norton, 2008, p. 15
73 Ibid
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resources to drive performance. High performing organizations excel at aligning critical initiatives 
with resources to deliver results. The planning and performance reporting form a closed loop 
where financial processes are efficiently aligned with the planning process. This in turn enables 
effective management of results. Dashboards and scorecards are used to pinpoint successes that 
can be repeated across the organization. 
 
Thompson and Stolovitsky have conducted a report on how management should look to IT to 
help the organization:74  

1. Get buy-in from key internal and external stakeholders on what to measure and how to 
measure it;  

2. Develop key performance indicators (KPIs) across your company that can assist 
management in making informed business decisions; and  

3. Design analytics and reporting tools to provide quick access to the right information, 
tailored to the appropriate stakeholders needs. 

 
According to the report, these critical arguments will help the organization effectively manage IT 
and aligning the strategy. Huang and Hu suggest achieving sustainable alignment between 
business and IT there needs to be appropriate processes supporting this integration.75  
 
Four key elements for this have been included in their study:76 

1. Integrating IT planning with business planning 
2. Maintaining effective communications channels 
3. Developing strong relationships between IT and business 
4. Institutionalizing the culture of alignment 

 
Overall the recommendations from a large number of studies reviewed points out the importance 
to effectively align IT with the business. To avoid silos and involve top management in the IT 
processes. There have to be overall commitment and culture to get rid of gaps.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

74 Thompson and Stolovitsky, 2007, p. 7 
75 Huang and Hu, 2007, p. 175  
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3 Methodology 
 
 
 
 
This chapter describes the methodological procedures employed to answer the research question. The theoretical 
framework for the study will be described in this chapter. The outline will first be to describe the research approach 
and research design, continuing with the purpose of the study and the selection of case company. The methodology 
chapter finishes of with a discussion on data collection and the reliability and validity of the study. The research 
method supports the study’s reliability as explained in detail by this chapter.  
 
 

3.1 Research Approach 
 
The research approach in this study is based on exploratory studies. Exploratory studies means 
finding out what is happening; to seek new insights; and to assess phenomena in a new light.77 A 
simpler way of describing the approach is linking it to exploring, by knowing where you are going 
and adapting to change. There are three principal ways of adopting the exploratory research: (1) a 
search of the literature; (2) interviewing the experts and (3) conducting focus group interviews.78 
Previous research has been conducted on performance management and the impact on corporate 
performance. A literature review will therefore be the foundation of theory for this report to 
investigate previous results and recommendations. The aim of this project is investigate and 
advise which scorecards and measures that are most suitable to measure the effect and impact of 
the IT strategy. Based on these statements it is an inductive study, connecting empirical findings 
to existing theory and previous research. 

3.2 Research Design 
 
The research design will be the general plan to on how the answer the research question.79  
In conjunction with the above theory, Yin notes that the research design deals with four different 
problem areas: what questions to study, what data are relevant, what data to collect, and how to 
analyse the results.80  
 
Yin has defined five steps that outline the case study methodology:  

1. A study’s question 
2. Its propositions 
3. Its units of analysis 
4. The logic linking the data to the propositions 
5. The criteria for interpreting the findings.81  

77 Saunders, Lewis, and Thornhill, 2008, p. 139 
78 Ibid 
79 Ibid, p. 136 
80 Yin, 2003, p. 21
81 Ibid 
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This strategy has been used as a guideline in creating the case study. Saunders et al. have created a 
model for the research process named The Research Onion.82 The research onion is a conceptual 
model consisting of six layers where each layer containing the most suitable research method and 
strategies, required addressing the research question.  The model is illustrated in Figure 2. 
 

Figure 2: The Research Onion 
 

 
 
Source: Saunders, Lewis and Thornhill, 2008, p. 138 
 
The philosophy behind the model is how knowledge should be developed in order to answer the 
research question. The research onion is an excellent example on how this study has been 
performed utilizing a number of objects as seen in the model above. 
 
The nature of limitations for this study includes time constraint and the width of the subject. To 
workaround this issue the focus of the report was delimited to four areas.83 By limiting the study 
a more focused literature review and investigation was possible. The success of this research 
should be judged by how well it fits the research purpose.84 

3.2.1 The Research Purpose 

The research purpose at heart derives from recommendations and discussions with the case 
company. As they are in a transformation phase at the moment, all focus is on integrating the 
business with the new organizational structure. The shifting focus leaves room for improving the 
performance management processes and systems. To fill this gap, this study will be the first case 
study on how to proceed with setting up a comprehensive management system in the future.  

The research purpose is a logical first step in this direction and will be a first study to build on. 
For the research an extensive amount of books, previous studies, articles and other literature 
related to the field in study reviewed. 

82 Saunders, Lewis and Thornhill, 2008, p. 138 
83 Confer Chapter 4 
84 Yin, 2003, p. 22
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3.2.2 Rationale for Single Case Design
The research process continues with the choice of a single case study. Based on Yins 
observations a single case study is most appropriate because:85 

1. A single case study is analogous to a single experiment 
2. A second rationale for a single case study is one in which the case represents an extreme 

or unique case 
3. A third rationale is the revelatory case. It occurs when an investigator has an opportunity 

to observe and a phenomenon previously inaccessible. 
 
These three rationales serve for conducting a single case study, which best fits this report. The 
first rationale is best aligned with the purpose and nature of the research. In a way, the study also 
fulfils rationale three; it reveals previously inaccessible company information. The case study is 
suitable when the research question is how or why. Figure 3 defines the process for developing a 
case study. As indicated in the picture, the study must always begin by developing the theory.86 
 

Figure 3: The Case Study Process 
 

 
 
Source: Yin, 2003, p. 49 
 
The aim of the first part of the empirical study is to frame the study and make it accessible. A 
case study is suitable when the research question is either how or why. 87 Yin continues by stating 
that when a study is explorative, as this study, the case study method is possible to use, regardless 
of how the question has been asked. 

3.2.3 Choice of Case Company 
The case company in practice was identified on the basis of my work as a consultant within one 
of the business units. The case company E.ON IT serves as the IT provider for E.ON.  E.ON is 
a global provider of specialized energy solutions. The company setup ensures that roles and 
responsibilities are clearly defined across the organization to achieve their objectives in the most 
efficient way possible. E.ON AG in Düsseldorf serves as Group Management. It oversees and 
coordinates the operations of the entire Group. These operations are segmented into global units 
(by function) and regional units (by country). There are five global units: Conventional 

85 Yin, 2003. pp. 38-41 
86 Ibid p. 49 
87 Yin, 2003, p. 6
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Generation, Renewables Generation, New Build & Technology, Global Gas, and Trading. 
Twelve regional units in Europe manage the sales operations, regional energy networks, and 
distributed-generation businesses in their respective countries. Russia is a special focus country. 
Support like IT, procurement, and business processes will be organized functionally. The 
structure of E.ON is depicted in figure 4. 
 
  Figure 4: E.ON group structure 
 

 
 
Source: Company internal information 
 
As the focus on this master’s thesis is directed towards Business Administration my aim was to 
find an interesting point of view to conduct a research. The chosen company of study was ideal 
for the research purpose as they have an implemented IT Strategy aligned with the current 
business strategy. The strategy manager for E.ON IT has been overlooking the entire process 
ensuring that the intention of this report will be met. The rules of the game have changed during 
the course of the study. From being a solitary IT department within E.ON AG, the strategy 
process is now developed by the central E.ONT IT department in Germany. However, as this 
study started before this fact, the basis for the information will be the local E.ON IT strategy 
template developed in 2009.  The report will be available in two different versions. This current 
version is aimed at an academic audience. The second version will be delivered to the case 
company presenting the findings and recommendations for actions. The corporate version will be 
delivered with an excerpt of methodology and other irrelevant information from the case 
company perspective. The audience should note that dual versions will be available, hence only 
the second version will be presented to the case company. 

3.3 Data Collection  
 
There are six sources relevant to the case study research; (1) documents, (2) archival records, (3) 
interviews, (4) direct observation, (5) participant observation, and (6) physical artefacts.88 
Yin continues, when using these six sources combined with three principles, it helps to deal with 
problems related to constructing reliability and validity of the case study.89 The principles are as 
follows: 

1. Use multiple sources of evidence 
2. Create a case study database 
3. Maintain a chain of evidence 

88 Yin, 2003, p. 86 
89 Ibid, p. 90 
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The data collection for this study is based on interviews and existing documentation such as 
relevant literature, books and articles. The data collection was collected from August to October 
2010. The interviews were conducted with more than staff in E.ON IT department and different 
market units at a variety of hierarchic levels. A total of six persons were interviewed. The 
interviews conducted were devised as discussions rather than regular interviews, defined by 
Easterby-Smith et al. as semi-structured.90 This approach lets interviewee express their thoughts 
on respective subject and the issues to solve. Semi-structure enables flexibility of adapting the 
questions to the direction where the interviews were going and important data could be traced.  
The interviews were based on interview guidelines91 and lasted approximately 1 hour each 
through personal meetings. The data collected amounted to documents; strategic plans and 
interview transcripts. To enable some sort of structure of this material into manageable pieces it, 
a number of critical areas were defined. The lack of and the challenges of implementing a 
performance management system became clear after studying the material leading to four specific 
areas of interest. Based on the theory in combination with the empirical findings, the analysis and 
conclusions were generated for this study. 

3.4 Reliability and Validity 
 
Yin mentions that people critical to the use of case study research point to the fact that the 
investigator fails to provide a sufficient set of data required.92 To redeem this negative critique, 
two steps must be performed to construct validity:93 
 

1. Select the specific types of changes that are to be studied 
2. Demonstrate that the selected measures of the changes reflect the changes that have been 

selected 
Yin continues with naming three tactics to increase the validity of the report. The first one is to 
use multiple sources of evidence. The second is to use a chain of evidence, academically proving 
the point and the third is to have the study reviewed by key informants.94 Easterby-Smith et al. 
have defined three perspectives on validity that should be taken into account when conducting a 
report:95 

1. Do the measures correspond closely to the reality? 
2. Have a sufficient number of perspectives been included? 
3. Does the study clearly gain access to experiences of those in the research setting? 

The first perspective has been met; the data has been gathered under supervision by the case 
company. The third perspective is also fulfilled; the study has been conducted closely with 
experts within their field of work. The majority of the empirical findings stems from interviews. 
To ensure validity of the research performed, the advice by Yin to let key informants review the 
draft case study report has been followed.96 The first written report has been presented and 
reviewed by the stakeholders. This as well as allowing external experts within the field of strategy 

90 Easterby-Smith et al., 2008, p. 143
91 Confer the Appendix for questionnaire 
92 Yin, 2003, p. 34 
93 Ibid 
94 Ibid 
95 Easterby-Smith, 2008, p. 109 
96 Yin, 2003, p. 34
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studies forms the basis for validating the data related to the study 
 
According to Yin internal validity only applies to exploratory studies as this report and should be 
“airtight” and the evidence should be “convergent”97 If correct the report should comply with a 
high degree of internal validity. In contrast to internal validity there is the phenomenon called 
external validity. It is defined by knowing if the study is applicable to other studies. I believe this 
study is. By adopting the defined theory and findings there is a foundation for starting using a 
management system and providing the business with performance results. A positive impact of 
this study is to see other researchers take on the same task and observe the outcome. The fact is 
that this is a single case study with one set of findings; to develop a new theory would have to 
include several sets of the same art. 
 

“The quality of a measurement indicating the degree to which the measure is consistent, that is, 
repeated measurements would give the same result98” 

 
In other words this simply mean, if another researcher would gain access to the same data, the 
probability is that he would achieve the same result. Meaning this study should be replicable with 
the same results.  
 
According to Easterby-Smith et al. reliability should comply with:99  

1. Will the results yield the same results on other occasions? 
2. Will other observers reach similar observations? 
3. Is there transparency about how sense was made from the raw data? 

 
This study complies with the reliability theory. It is assumed that with the same set of conditions 
the result would be comparable to this report.  
  

97 Ibid 
98 Wiktionary, 2010-12-14 
99 Easterby-Smith, 2008, p. 109
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4 Empirical Findings 
 
 
 
 
This Empirical Findings comprises the study conducted within the frame of this study as noted in chapter one. The 
chapter begins with outlining the Gartner strategy template that serves as a foundation for conducting the study. 
The observations and results are then defined in four groups. The first one is on IT Balanced Scorecards. The 
second defines portfolio management metrics. The third group is comprised on financial aspects. Master Data 
Management finishes of chapter four. 
 
 

4.1 Strategy Framework of Choice 
 
The case company for which this study have been performed states their IT Strategy as: 
 

“E.ON IT will become the recognized leader for IT in the energy utility sector acting as the 
functional lead and budget holder for IT within E.ON, delivering best value services to 
support E.ON’s core business activities.”100 

 
The E.ON IT Strategy deployed is built upon a framework defined by Gartner. The framework 
was published in 2009 and is displayed in Figure 4.  
 

Figure 4: Overview of The Gartner Template 

 

 
 
Source: Gartner, March 2009 
 

100 Company internal information  
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“The IT strategy template contains sections on demand, control and supply. The demand section 
clarifies the business context, how the business will win, what business capabilities are needed 
and how IT will contribute to that success. The control section outlines the mechanisms for 
making the strategy come to life, including principles, governance, financial management and 
metrics. The supply section details which services will and will not be provided, how the 
enterprise architecture will migrate to support the required business capabilities, the development 
of human capital to meet business needs and the strategic approach to sourcing.”101 Aron 
continues by stating that the strategy template has a few key characteristics: it is brief, complete 
and focused on business success and it should avoid generic, obvious statements, focusing only 
on what will change stakeholders’ opinions and behaviors. 102 

4.2 Connecting Metrics to Define Business Success  
 
IT requirements derived from business strategy can be quite diverse: IT might be used to reduce 
process cost, to enhance process quality or to gain competitive advantage for E.ON IT. Which of 
these demands is deemed predominant must influence IT use scenarios, and they can differ 
between business segments and from country to country. In addition, as IT implementations 
typically are long-term investments, they require significant financial and human resources, 
management attention and careful planning. And finally, the business becomes more and more 
IT dependent, increasing both business risk exposure due to IT scenarios as well as enhancing 
value contribution of IT. For all three reasons it is an obligation for both business side and IT 
organization to align business and IT strategy and execute accordingly. It serves as the platform 
of overall reconciliation between business requirements and IT planning.  
 
How is IT contributing or what is the value of IT in our business?103 The IT contribution should 
form the core of the board summary of strategy. The supply side of the IT strategy should also 
reflect this contribution. The business strategy will have a small number of success factors, and 
the IT contribution should align with them.104 
The template states four rules for IT contribution:105 

� Keep it as short and simple as possible. If a layperson could not understand it, it is a 
failure. 

� Ensure that it is clearly connected to business success and the capabilities required 
supporting that posture. 

� Avoid generic statements, and be as clear as possible. Try to imagine what trade-offs the 
contribution could lead to on the supply side of IT. If none come to mind, the IT 
contribution statement is probably not specific enough. 

� Do not get stuck if the business strategies and/or business capability needs are not well 
articulated. Create hypotheses and test them broadly. Ensure that the corollaries are 
drawn out for the IT supply side. 

 
 

101 Aron, 2009, p. 5 
102 Aron, 2009, p. 12 
103 Ibid, p. 18 
104 Ibid, p, 18 
105 Ibid, p. 20
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The second area of interest connected to the Gartner template is how to measure the success of 
business decisions. This has been mentioned in the Gartner template as metrics, one of the 
twelve sections. The Gartner report notes that there are several reasons to have a great set of 
metrics in the IT strategy:106 

� To create transparency, which improves decision making 
� To obey the adage, “What is measured gets managed,” ensuring sharp focus on execution 

of the strategy 
� To ensure that IT behaves strategically and adds value to the business, which requires 

metrics that focus on strategy and business value 
� To send a signal to the rest of the business that IT is delivering value, not just “keeping 

the lights on” 
� To achieve these goals, choose IT metrics that are clearly linked to business success 

metrics, mix lead and lag indicators to manage and connect both IT inputs and business 
outcomes, and set challenging but realistic targets. Where a corporate approach to 
performance measurement, such as the balanced scorecard, is in place, it helps to 
conform to that approach. 

 
The IT strategy should identify which metrics will be used to measure success in the IT 
organization, how they link to business success metrics, and whether and by what method 
benchmarking will be used to set targets. Key Performance Indicators (KPI) aligns performance 
baselines and targets to business and strategic goals. A KPI is part of a so-called SMART 
(Specific, Measurable, Achievable, Relevant, and Time-based) goal. 

4.3 Interpreting the Results 
 
All the interviews have yielded several important insights regarding business and IT strategy. 
Four case studies have been derived from these discussions. The first area of importance pertain 
design and creation of an IT Balanced Scorecard serving as a template for future cascading 
scorecards. The second area is related to how financial metrics can be applied to the IT Strategy 
to get a sound performance system measuring the efficiency. The third case study describes 
setting up measures to define Portfolio Management efficiency. The fourth and last case study 
covers the importance of Master Data Management performance. These factors are important for 
understanding the performance management within the business. 
 
A factor frequently recurring in the expert interviews is the importance of company success and 
how to achieve financial profits leveraged by the current IT Strategy. This is an important factor 
since high-performing companies tracks and monitors strategy performance. The methodology 
used for this study has been discussed in chapter 3. It reflects the existing IT Strategy and builds 
upon this to serve as a template. Expert advice has been taken into account while conducting the 
study, utilizing their skills and experience as resources.  
 

106 Aron, 2009, p. 28 
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4.4 Align mission, strategy, and internal performance 
 
Up to this point, I have found that performance management runs deep inside an organization, and it affects all of 
its employees and functions. It is the outcome of deliberate choices made by senior executives. By nature it is a 
statement of vision and values. During the interviews with the IT Strategy Manager it became clear that the need of 
an IT Balanced Scorecard was imminent. The first draft of the IT Balanced Scorecard was based on the facts that 
were discussed during the interviews and the IT Strategy for E.ON IT. The idea of the IT Balanced Scorecard is 
to build a template for related cascading scorecards. At the moment such scorecards are lacking in the business, 
hence the need for creating this first draft. These scorecards will act as the cornerstones for a performance 
management system to be implemented. Performance management and innovation produces outstanding and 
sustainable results. To examine if this can be a result of IT Balanced Scorecards will be evaluated utilizing the 
answers to the interviews conducted. 
 
This report introduces the Balanced Scorecard to measure IT performance. The Working Council 
for Chief Information Officers did a review of IT scorecards and found that the most advanced 
scorecards shared the following six key structural attributes:107 

1. Simplicity of presentation - The very best scorecards are limited to a single page of from 
10 to 20 metrics written in nontechnical language. 

2. Explicit links to IT strategy - The scorecard should be tightly coupled to the IT strategic 
planning process and assist in tracking progress against IT’s key goals and objectives. 

3. Broad executive commitment - Both senior IT as well as senior business managers should 
be involved in the scorecard process  

4. Enterprise-standard metrics definitions - Consensus should be quickly achieved on 
metrics definitions. The review meetings should focus on decisions rather than debate 
over metrics. 

5. Drill-down capability and available context - The high-level IT scorecard should allow for 
detailed review of trends or variance by providing more granularity on component 
elements 

6. Individual manager compensation should be linked to scorecard performance. 
 

These attributes have been taken in account when constructing the IT Balanced Scorecard. The 
first step in creating a Balanced Scorecard will be by implementing a Strategy Map as a 
foundation. Since the IT Strategy comprises the conditions for the future of IT within E.ON IT, 
useful information have been derived to make it possible to deliver a first IT Balanced Scorecard. 
Martinsons et al. suggest that the Balanced Scorecard perspectives require modification to be 
effective as an IT scorecard. The IT department is an internal rather than external service 
supplier, and projects are carried out for both the end users and the organization as a whole as 
opposed to individual customers within a large market.108 This study has been using the E.ON IT 
Strategy as a template and foundation for creating an IT Balanced Scorecard. The 
implementation of the four perspectives has been derived from the sections around Portfolio, 
Growth and Performance.  
 
 
 

107 Working Council for Chief Information Officers, 2003, p. 23 
108 Martinsons et al., 1999, p. 75
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The strategy focus for the three main focus areas is: 
� Performance – Decrease costs for ongoing operations and maintenance by X% 
� Growth – Realize X MSEK in savings through reduction of incorrect data 
� Portfolio – Reduce application duplication by X% through increased precision in 

investments. 
 
Establishing the IT scorecard was done by singling out the most important aspects of the IT 
strategy together with material collected from the interviews and incorporating these into a 
Balanced Scorecard. The strategic objectives in each perspective are outlined below: 
 
Learning and Growing 

1. Provide decision and risk management model for senior management describing 
consequences of security decisions 

2. Roles for information quality management & definition coordination established to 
realize metrics and reporting structure for reduction of incorrect data according to X 
MSEK target 

3. Formal innovation network established with X innovation subjects / areas within 
business and IT addressed 

 
Customer Perspective 

1. Establish baseline for dimensions of customer satisfaction for infrastructure and period 
target 

2. Increased customer satisfaction by 10% quarterly until target customer satisfaction level is 
reached 

 
Business Process Perspective 

1. Migrate all E.ON owned projects from local external collaboration solutions to reduce 
costs for external hosting solutions by X% 

2. IT concept for innovation evaluation established with X% reduced time for evaluation in 
comparison to traditional E.ON methods 

3. Reduce data volumes in SAP production environment by X% through data management, 
migration, archiving 

 
Financial Perspective 

1. Three measurable information quality improvements, each equivalent to X MSEK cost 
savings, achieved for the Customer definition 

2. Decommission of duplicate infrastructure services according to OneIT. 
Decommissioning Plan resulting in X MSEK cost reduction for infrastructure 

 
The IT scorecard is depicted in Figure 5, outlining the four perspectives, goals, actions and 
measures. This is the recommended IT strategy Balanced Scorecard advised to the organization. 
The scorecard encompasses the most critical entities as stated in the IT strategy. The aim is to 
follow the IT strategy and enhance the visibility of the processes related to each perspective in 
the scorecard. 
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Figure 5: The IT Balanced Scorecard 

 

  

4.5 Maximizing Return on IT Investments with Portfolio Management 
 
E.ON IT management teams make integration of portfolio elements a primary responsibility, whether they do it 
intuitively or programmatically. The ability to actively build the organization’s portfolio anatomy is testimony to its 
deep understanding of the competitive essence of the business. IT represents more than values and assumptions; it 
represents a touchstone guarded and stewarded by the Portfolio Manager in an increasingly turbulent and uncertain 
business environment. Interviews have been conducted with the business to define and single out the most important 
metrics for portfolio management. Based on these sessions the following portfolio measures stands out as the most 
vitally important to the business. During the interview with the portfolio manager revealed that E.ON IT has up 
to 50 projects of various sizes running simultaneously. Quickly it became clear there was a need for guiding the 
portfolio initiatives and a rigid process for following up of these. The Portfolio Manager explains that the ambition 
is to create a more long-term oriented commitment project follow-up. Both the portfolio manager and financial 
controller observed the fact there is a need to develop a platform of metrics. 
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IT organizations tend to lack oversight over their project portfolios. Effectively improving 
operational and strategic effectiveness challenges the companies to manage the impact of all IT 
investments.109 Increasing EBIT on a group level not only by stand-alone optimization of 
business units, but also by implementing the right portfolio-mix is necessary through acquisitions 
and divestments. By deploying portfolio management it is possible to gain control of IT projects 
and deliver business value. Portfolio management matches the IT projects with the company´s 
strategic objective to deliver optimal business value. Portfolio management maximizes value of 
IT investments and minimizes the risks involved. Managing IT as a portfolio of assets similar to a 
financial portfolio and striving to improve the performance of the portfolio by balancing risk and 
return.110 Using a simple metric such as the percentage of projects that are on schedule and on 
budget might seem to be the right way to assess how well a company is managing its portfolio of 
projects, doing so misses a powerful opportunity.111 Portfolio management aligns projects with 
corporate goals and delivers promised business benefits. The overall strategy goal is to reduce 
application duplication through increased precision in investments. E.ON IT has created a 
strategy for handling the portfolio. This strategy is based on a number of processes, outlined 
below: 

� Plan, monitor and steer the IT project volume in the E.ON Group 
� Ensure that the available budget will be used in the best manner possible and invested in 

the right and most beneficial requirements at the right time 
� Provide a continual general overview of the IT project landscape 
� Make synergies, dependencies and redundancies transparent 
� Optimize IT projects and the IT project landscape 
� Prioritize projects according to objective evaluation criteria’s in order to skip projects 

with low priority and to define reasonable budget caps for IT projects or to meet given 
target values 

 
The general objectives of Portfolio Management are to bring IT in closer alignment with business 
initiatives and corporate strategy and focus on projects with high business correlation, financial 
benefit and low risk. Standard guidelines and objective rules in decision making for new projects. 
By optimizing the future IT application landscape and spending investments will be protected. 
Effective assignment of personal resources ensures execution of the right projects and acts as an 
implementation schedule for business lines. 
 
One of the comments indicates that a correlation between time and budget should be 
investigated. Noteworthy is that some comments stress the importance of integrating the 
stakeholders into the performance processes; highlighting the need for continuously reporting 
back to stakeholders on the current project status. The Portfolio Management principles will be 
executed for all started and planned IT projects with strategic relevance and potential to cause 
significant changes in base load agreement. IT Assessment involves the review and evaluation of 
project data from an IT perspective in terms of completeness and plausibility. The purpose of the 
check is to see whether the projects fit the IT strategy and the associated stored IT evaluation 
criteria. IT prioritization criteria are also supplemented in this step.  In particular, the data is 
reviewed in terms of plausibility. This verifies estimated expenses from an IT perspective. In the 
event of deviating assessments, the value is adjusted accordingly in collaboration with the 

109 Benson et al., 2004, p. 83  
110 Jeffrey and Lelliveld, 2004,
111 Retna, 2003, p. 1 
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Demand organization. The first recommended metric to the business defines percentage of 
projects that are executed in the planned time frame and budget. The information should be 
formed around the baseline. IT volume in terms of projects shall be reduced – this cost category 
offers the highest short term reduction potential and must be managed in agreement with the 
business side. These results will be derived as number of active projects on time and on budget 
divided by total number of active projects, where the goal is to maximize the amount of projects. 
 
As indicated by the business they would like to see a way to follow up the project status. The fact 
that as many as 50 projects as running simultaneously put a pressure on how these relate to the 
strategic objectives. I would suggest implementing the metrics of percentage of projects with 
negative Return on Investment (ROI). ROI is the return an investment will generate annually as a 
percentage of the investment. The metric will define state of the portfolio and create guidelines 
before approving projects. It is a very powerful metric involving management insight. Here the 
goal is to minimize the amount of projects. 
 
One comment states that following up on what is agreed upon the project start. This can be 
interpreted as an indication of percent of projects meeting stakeholder expectations. The 
definition is how many projects that actually perform as the stakeholder expects. Criteria’s for 
expectations might be on time, on budget and fulfills the requirements as stated by the project 
plan. The use of this metric requires setup of the expectations to be met, otherwise this will be 
measure will be pointless. Creating a baseline is highly recommended. 

4.6 Ensure IT Financial Management Rewards the Right Decisions 
 
The impact of performance management is profound. It touches decisions about organization design, business 
models, incentives and values, and top management team composition and succession. It also affects long-term 
effectiveness, quality and speed of decision making. In the light of this it is crucial for the business to make the right 
decisions. Traditional IT financial analysis translate IT contribution to estimates in the form of reduced cost or 
increased income, enabling a way to measure how much IT contributes to profitability or ROI.112 Benson et al. 
suggests that IT can contribute to improvements in company’s operations in the form of cost reduction, time 
reduction and improved flexibility. The bottom-line impact of IT is: (1) improvement of operational effectiveness 
and (2) improvement of the company’s strategic effectiveness.113 The managers believe that alignment between IT 
and financial aspects are crucial to measure. One manager expresses the belief that there is money to be saved on 
the IT user side. Comments on these questions indicate that a consideration how to comply with the companywide 
internal cost savings programs. With these facts in mind I devised adequate financial metrics for E.ON IT.  

Financial management at E.ON has a powerful effect on IT behaviors and choices. Typically this 
means focusing on the following areas: 114 

� How budgets are provided for IT work, including the relationship between central and 
business-unit IT budgets 

� Whether IT services are charged back to the business units and functions consuming 
those services, and how this process works Any financial engineering considerations over 
and above profit and loss 

112 Benson et al., 2004, p. 39 
113 Ibid, p. 40
114 Aron, 2009, p. 26  
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IT Financial Management warrants that the IT infrastructure is acquired at the most 
effective price. It calculates the cost for providing IT services to enlighten an organization 
of the actual costs for IT services. Ongoing IT change projects aim at E.ON IT’s 
capability to optimize non-IT cost categories: Examples are the introduction of portfolio 
management system. The overall IT-costs are expected to be reduced and optimized in 
the coming years. The goal is to improve cost and quality of IT whilst decreasing the cost 
for ongoing operations and maintenance. According to the formulated strategy there are 
opportunities to cut costs for existing IT through: 

� Reviewing and following up existing IT using similar decision models as used for new 
investments 

� Decommissioning of old infrastructure 
� Establishing wider adoption of IT lifecycle management  
� Reviewing and identifying potential improvements in infrastructure service level 

agreements 
� Establishing a strong infrastructure demand management organization 
� Measuring and managing growth volume of IT solutions 

 
The above actions enable IT to be flexible and support new business needs by re-allocating funds 
from existing IT.  Key challenges for E.ON IT will be to manage total cost of ownership for IT 
solutions and services and deliver enabling IT-and information security. To achieve these goals 
the following actions have been stated: 

� Review and identify potential improvements in service level agreements 
� Establish a strong infrastructure demand management organization 
� Review and improve infrastructure services, establish structured quality assurance 
� Measure and manage growth volume of IT solutions 
� Identify and implement global standards 
� Establish wider application of IT lifecycle management  
� Develop new operational processes, services and risk management 
� Train management in security risk analysis & security guidelines in order to make 

informed decisions 
 
Financial engineering should be included in the IT strategy section on financial management. 
They can drive what is and should be capitalized, and they have a big influence on whether to 
build or buy. In order to finance the necessary pace of IT investments, companies have found 
themselves forced to gather strength by investing in IT resources. While it is of course true that 
different companies may bring somewhat different technological expertise to the table, the main 
reason for cost cutting through IT is to enable lower the costs. The case company in focus for 
this case study is no exception. Realizing and adapting to the current business environment was 
changing quickly, management introduced a strategy with a clear focus on a few selected core 
activities as outlined by the business. To drive the real value from IT and optimize the processes 
as discussed before, the following measures will engage IT and are in line with the material 
derived from the interviews with the company. The total IT-cost per KID (IT user). Every IT 
user has a KID. The measure defines how much the each KID costs related to IT.  IT cost and 
business process cost often is in a reciprocal relation. The right amount can only be found 
through bottom-up comparison of each IT spend items in relation to its business value. The 
efficiency of IT delivery is powered by optimizing cost per unit of IT services.  
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This metric directly corresponds to meetings with the financial controller’s wish to gain extended 
cost control. Implemented, this value shows the direct IT user costs for the business, leading to a 
view of IT spends and potential actions to take such. These could be in the form of outsourcing 
the desktop environment. Continuing with cost control, I suggest the measure of percentage of 
spends on current IT capital projects that are considered driven by the business. It originates 
within the business functions such as IT to increase revenue, decrease cost, or other strategic or 
tactical needs. The business has expressed a way to define what drives IT and this is the answer. 
The goal must be for the business to drive the IT spends as the initiative should be aligned to the 
corporate strategy. Mentioned before, IT is the tool to support the business and drive strategic 
value leveraging competitive advantage. To ensure the process of requesting projects stays 
healthy the percent of realized business cases are highly relevant. When interviewing the financial 
controller he specifically requested a way to measure the business case process. I find that this 
metric is the most efficient and best suited for this need. It defines the amount of realized 
business cases compared to the number of requested business cases. To further expand on this 
thinking E.ON IT should ask themselves if IT is involved in the creation of business innovation. 
Do idea corporate planners keep abreast of emerging technologies? Is there an ongoing process 
to assess and adopt new technologies as they become economical and scalable? 

4.7 Easily Accessible and Accurate Information 
 
High performers deliberately manage their agendas to ensure the appropriate balance between today and tomorrow. 
They set aside at least a third of their time for issues that are strategic at the enterprise level and are intended to 
build organizational capabilities The Master Data Management process is reckoned as a strategic issues within 
E.ON IT. High-performance businesses prove more effective than their competitors at exploiting the collective 
intelligence. This is possible by identifying, measuring and leveraging data assets. Organizations use master data for 
consistency, simplification and uniformity of process, analysis and communication across the enterprise. A manager 
at E.ON IT reveals that the main objective related to MDM will be to “clean” the current the data. To achieve 
the goal of “green data” a data cleaning process has started up. Together with E.ON IT the following processes to 
enhance the MDM framework has been devised. The difference from the other perspectives is that this initiative was 
developed in conjunction with E.ON IT managers. 

Master Data Management (MDM) targets the consistency, accuracy, stewardship and 
accountability of business critical information. It helps organizations breakdown information 
silos and supports greater enterprise agility and integration activities. Master Data gives structure 
to the transactional data that represents business events and is used across business processes and 
organizational units. It should be noted that despite popular opinion; getting the data right is not 
a top challenge organizations face when adopting analytics. Only about one out of five of 
respondents in a study by MIT Sloan cited concern with data quality or ineffective data 
governance as a primary obstacle. The leading obstacle to widespread analytics adoption is lack of 
understanding of how to use analytics to improve the business, according to almost four of ten 
respondents.115 More than one in three cited lack of management bandwidth due to competing 
priorities. Multiple business units within Market Unit Nordic have serious issues with information 
quality, causing a negative impact on business revenue and/or customer satisfaction.  

To emancipate these issues, E.ON IT has defined a framework why to use MDM: 

115 LaValle et al., 2010, p. 5
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� Increased profitability 
� Improves quality in analysis and follow up 
� Improves customer service 
� More efficient processes 
� Reduces churn 
� Common processes and IT 

 
Why does E.ON IT focus on creating an MDM foundation?  It is required by both E.ON 
business strategy and IT strategy goals. Furthermore, the following business units require MDM: 

� Global – One E.ON, Global Information policies 
� Retail – Campaign Management and Information management  
� Grid – Ability to change (one step ahead), Outage Management, License to operate 
� Customer Support – Reduce average call times, Know Your Customer (single view) 
� Corporate IT – Consolidate and standardize application landscape 

 
In relation to managing master data there are several areas of responsibility like ownership and 
responsibility for data definitions and maintenance processes. It is crucial to follow up on data 
quality and coordination of efforts to prevent data quality issues from occurring. Control and 
coordination of technical master data definitions, structures, usage and accountability for data 
and its quality means that ownership has to be placed and that the people who create the data are 
responsible for its quality and are held accountable for it. The best practice data governance 
model relies on a set of design principles. When tailoring the model it ensures these principles are 
not compromised. Data governance roles have to be built into existing job descriptions. Only a 
few roles will require the introduction of new job descriptions. Data ownership is placed in the 
business and divided by data entities. This allows gradual rollout and variations in deployment. 
One attribute definition has a single well-defined owner. The ownership cannot be split.  Data 
maintenance responsibilities can be split. Figure 6 displays the ideal E.ON IT MDM Vision. 

 
Figure 6: Model of MDM at E.ON IT 
 

 
 
Source: Company internal information 
 
To be able to measure the effectiveness of the process, it is imperative to setup measures relevant 
to this process. The first one is called Golden Record. Project Information has limited itself to 
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inform the standard-priced residential customers, all business customers who have a corporate 
identity are not included in the correction work. The aim is to ensure the quality of data for 
customer analysis. All work for a campaign in which the customer will be selected - lists of 
customers to be processed, which require high data quality, will need to be as good as possible to 
make sure that the right offer is sent to the right customer. Consequently the customer data must 
be correct; otherwise the data cannot be processed. Ambiguity in the customer contract data and 
product data make it more difficult to analyze how the customer will be processed or displayed. 
There are two sides of the coin in these cases. If they process a customer based on uncertain data 
quality and are not entirely sure of the truth about who the customer is, there will be lots of bad 
will - the wrong offer to the wrong customer can be very costly.  
 
If E.ON choose to refrain from processing a customer due to lack of data quality, a contract 
might be missed. Therefore data quality needs to be ensured through the chain Customer-
Product-Agreements to ensure optimization of customer analysis. To quality assure the Master 
Data Management on the customer perspective, specific fields will need to be identified and 
cleaned that are relevant to customer analysis in the chain Customer-Agreement-Product. The 
framework is based on a number of valid combinations of data. The customers who have 
something wrong that is not included in any valid combination are identified as an error. The 
other customers who pass the regulatory framework are known as the "Golden Records". The 
goal is to have as many people as possible who fall through the Golden Record, because these are 
quality assured and can be used optimally in customer analysis. 
  
A tool has been implemented for these correct combinations – it then pulls data from a customer 
database and collects the data - then a program is run which displays the customers that passes 
the Golden Records and the customers who fall out as errors. The errors are corrected in the 
project. This process runs one time per month to verify improvement of the data. It is difficult to 
measure how good the quality of data is actually affecting the outcome of a campaign because 
there are so many other parameters that may affect the outcome like time of year, type of offer 
and prices. As the project only uses operational metrics, it is practically impossible to evaluate 
data quality related to money. But the big win is to know the truth about the customers. The 
second relevant metric for MDM is related to financial metrics. In this case the returned amount 
of mail was studied. For master data it is very important to have the correct customer addresses 
in SAP ISU.116  For each mailing, which is used in the customer address, if it is not correct, a 
return mail will be sent back E.ON. By increasing the quality of customer address and tightening 
the quality of mailings it can actually can be measured in dollars and cents and this is also made 
today by E. ON Customer Support. The relationship between the returned items has to do with 
the number of mailings sent out by E.ON. A simple measure can then be composed in the 
following form: Number of returned mails divided by number of mails sent. This may also vary from year 
to year so it comes to keeping track of the number of mailings and then link this to the number 
of returns to see how good/poor the data quality is in terms of customer addresses, and to 
measure the impact of good/bad data quality in real money. In order to address quality 
deficiencies with customer addresses, a project that concerns the method for ensuring the quality 
of a great customer addresses is ongoing. E.ON sees a great benefit not only financially, but also 
in terms of goodwill. 

116 SAP IS-U is SAP's Industry Specific Solution for Utilities Industry. 
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5 Analysis 
 
 
 
 
Applying the literature review to the empirical findings of the case study, this chapter presents the analysis of the 
findings. The observations suggest that there is a lot to gain by introducing a performance management system. The 
risks are limited and further discussed analyzed in this analysis chapter. The potential success and cost savings of a 
performance management strategy cannot be understated.  
 
 
 
The execution of the IT strategy today has deficiencies with controlling the planned and actual 
values of performance indicators; combined with the results of the decisions and initiatives, and 
relations between strategic goals and their contribution to the business goals.  
 
As described in the empirics chapter there are three main categories of expected benefits from 
adopting the key strategic targets. They are all based on the performance of the IT strategy and 
the main difficulty is to find the balance and define key metrics aligning the corporate and IT 
strategy. The target for this study is to help leverage a performance management toolset to 
comply with the business needs. When designed properly, the recommended performance 
analytics establishes a closed-loop performance management process supported by statistical and 
quantitative methodologies that generate insights from data. Since the recommendations haven’t 
been tested, the business needs to determine how these insights will be used to support decision 
making, define the skill sets required to translate information into relevant business insight, select 
and implement tools needed to capture and analyze information, and design an organization to 
manage activities and outcomes. It has sought to accentuate the importance of an evaluation 
framework to define the value IT adds to the process of performance management. 
 
When strategy execution falls short of expectations performance management establishes targets 
that are measured, monitored, and embedded in performance reports. The measurements 
shouldn’t be limited to internal KPIs; rather they should be extended to external indicators that 
reveal progress towards the strategic plan. The indicators should be closely monitored to catch 
early warnings of deviations. This in turn creates a platform for fast adoption and adjustment to 
act on. Performance management creates a performance culture. Many companies struggle to 
generate the results intended by their strategy due to the fact that the strategy team often 
develops the strategy whereas the execution concerns the entire organization. Booz & Co. 
performed a research indicating that a company’s performance is largely influenced by four 
organizational building blocks: decision rights, information flow, motivators and structure, these 
are known as the building blocks of an organization’s DNA.117 Hence the planning processes 
emphasize strategic discussions, align everyone on key business initiatives, and set targets before 
undertaking detailed planning.118 Many companies have gone down the path of measuring 
thousands of unnecessary performance indicators, rather than those that really matter. A 
company must begin by identifying those goals. It requires carefully considered metrics aligned 

117 Nielsen et al., 2010, p. 5 
118 Ibid
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with strategy to enable accountability. The metrics must be easily executed, maintained and 
consistent. It demands the company have an understanding of where they are and what they 
expect. Gartner Inc. predicts 35 percent of the top 5,000 global companies will fail to make 
insightful decisions, owing to a lack of information, processes, and tools.119 The best metrics 
selected to support it are comprised of six characteristics. Successful companies align 
performance with strategy, drive value, ensure accountability, and can be easily executed, 
maintain quality and consistency, and manage interdependency, see Figure 7.120 
 

Figure 7: Performance Measurement Criteria’s 
 

 
Source: Kurtzman & Michaels, 2010, p.7 
 
 
The results have been presented in chapter four, empirical findings. As this study was conducted 
with the exception of access to data for testing the theories, the analysis will focus on the 
recommendations to be implemented.   

5.1 Design of an IT Balanced Scorecard  
 
In the previous section we looked at how company’s performance is largely influenced by four 
organizational building blocks. These are in play when developing the IT Balanced Scorecard.  
This study presents four key elements of IT business alignment; learning, customer, financial and 
the business process perspective can be enhanced by an established strategic management tool, 
namely the Balanced Scorecard. 
 
As indicated in the literature review, the market for performance management has really taken off 
and there are endless possibilities if E.ON IT should choose to continue the path of BSC 
implementation. Even though this study has only introduced one scorecard, it has been widely 
documented as a powerful tool aligning action and strategy. Experience from other 
implementations studied has shown that integrating IT and business in a process that may be 

119 Kurtzman & Michaels, 2010, p. 7 
120 Ibid
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sufficient in the short term. Without an overall commitment and culture to rid it of gaps and 
silos, and a mechanism to deal with the inevitable shift in business and market conditions, the IT 
alignment process would likely be unsustainable in the long run.121 To achieve alignment between 
IT and business, the appropriate processes is necessary. The most fundamental step in achieving 
sustainable alignment is the reflection of business objectives and strategies in the IT planning and 
operations.  
 
The idea behind creating an IT Balanced Scorecard is for E.ON IT to start using the Balanced 
Scorecards and align it to the IT Strategy. A basis for this recommendation comes from the 
interviews with the business stating their desire to start using the tool. An organization that 
combines three or more year’s use of the Balanced Scorecard with process-management far 
outshines their competitors.122 Together with the insight from experts this was a decisive factor 
introducing the Balanced Scorecard. When aligning the IT perspective with BSC the potential of 
a powerful management system arises. Combined with a system of applied metrics supports the 
execution of IT strategies and the alignment with business strategies.  The Balanced Scorecard 
with IT performance perspectives and indicators were developed specifically to be aligned with 
the IT strategy.  The framework was developed through an extensive review of business literature 
and consultation with managers at the case company. Based on the information and discussions 
there were possibilities for an IT scorecard. The stakeholder related to this study defined the 
objectives for their department during the interviews, and the IT department scorecard is 
developed based on the IT strategy objectives scorecard. This results in a high degree of 
connection between IT and IT strategy. When developing the Balanced Scorecard identification 
of the vision and mission and goals and strategic objectives were identified. The first scorecard 
will form the basis for measuring IT aligned performance. The process will be conducted by 
collecting data on the measures from stated in the scorecards. Further down the road, the aim is 
to keep using scorecards and sets of cascading scorecards will be implemented. Cascading the 
Balanced Scorecard involves two inter-related processes: taking the part of the overall strategy 
and indicators that are applicable to subunits. While the Balanced Scorecard concept is meant to 
translate a unit’s strategy and is thus best applied to ‘units’ that have a strategy, it can be cascaded 
all the way down to individual managers, who could use the scorecard’s four perspectives to 
organize their personal goals and anchor them in the larger unit’s strategic framework.123 
 
To enable this process a liaison program it is recommended that the organization puts IT and 
business managers in touch on a regular monthly or weekly basis, composed of IT managers of 
the company, responsible for prioritizing IT projects and investments.124 The performance 
measures will act as indicators for to verify the strategy intentions are heading the right way. It 
will also help to identify whether the objectives are accomplished with the identified strategies. 
The Balanced Scorecard will further help motivate staff with achievable goals and stake the future 
related to the financial perspective and business processes. Although the Balanced Scorecard has 
some definite upsides one should be aware of the factor causing the initiatives to fail. Breyfogle125 
defines these issues as metrics need to be relevant easily understood. In addition, metrics need to 
be collected at the ideal frequency for making decisions, and defined in such a way that the 

121 Leganza, 2003, p. 19 
122 Russell, R, 2009, p. 4
123 Epstein and Manzoni, 1998, p. 194
124 Huang and Hu, 2007, p. 177 
125 Breyfogle, 2009, p. 2



 

40 

measurement can be consistently applied across the firm, even if their targets of performance 
differ. He continues with stating that companies overemphasize financial metrics due to the fact 
that systems already exist for collecting and reporting financial measures.126 Companies that 
deliberately plan to define the vital few metrics and commit the resources to automate data 
collection and subsequent reporting tend to achieve good results. The problem arises if collecting 
metrics data consumes too much time and energy, they will not be captured. That is the reason to 
prioritize key performance indicators to keep improving organizational performance.  
 
Scorecards work best when they are reviewed frequently enough to make a difference. If a metric 
value changes on a daily basis and the variables within the control of management can be affected 
on a daily basis. The best metrics is ideally cross-functional. The value of Balance Scorecard 
systems relies on the premise that once performance problems are identified, there is an efficient 
and effective method for diagnosing and addressing root causes. Solutions can then be developed 
and performance gaps can be closed. An unnecessary amount of resources might be needed to 
address process problems if the organization lacks process improvement processes. The major 
criticism of the Balanced Scorecard is that it encourages an internal focus. To help overcome this 
problem, it is always advised to start with an external focus, where the goal is to achieve a balance 
of enterprise level metrics. It is possible to drive measurable results in the organization by 
adopting these recommendations and not blindfolded follow the Balanced Scorecard process.  
 
Introducing a Balanced Scorecard means introducing change in a company, which is never an 
easy process. Changes affecting the availability of performance related information within the 
firm can be particularly threatening, as they have the potential of modifying the balance of power 
within the organization. Information can indeed be power, and in more ways than one. 
Companies trying to implement a Balanced Scorecard type of mechanism can expect to 
encounter difficulties. The run-change model introduced by Lareva127 is highly recommended to 
implement by the business. The concept ensures that critical factors involving resource allocation 
will be taken into consideration. The Balanced Scorecard doesn’t include such initiatives leaving 
this to the business to manage. The goal is to define change capabilities early in the adoption 
phase and free up necessary resources to successfully implement change programs. As Lareva 
notes “we can either do a little of everything, of focus our scarce resources on strategic issues”.128  
Implementing these recommendations and align to the Balanced Scorecard ensures a holistic 
approach aligning resources and for driving continuous business improvement. A report from 
2000 indicated that 72% of the steering mechanism was unaffected after implementing the 
Balanced Scorecard.129 The heart of the Balanced Scorecard is to create a foundation for change. 
80-90% of organizations resources are tied up in the rolling daily business leaving less than 20% 
of available resources to implement change initiatives. As the resources are scarce there needs to 
be a mindset and mission to free these and optimize the daily run part of the business. These 
recommendations will be made to E.ON IT as they are vital to the roadmap of performance 
management. As discussed there is an ailing need to implement such a scorecard and cascade it 
further down to relevant business units. Aligning it with Lareva´s thinking assures that the 
relevant initiatives receive the right amount of resources needed to drive the change. A model of 
the thinking is depicted in figure 8.   

126 Ibid, p.3
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Figure 8: Allocation of scarce resources 

 

 
 
Source: Lareva, 2008 
 
A problem that many firms encounter is the realization that the top management team cannot 
articulate a clear and shared view of the firm’s strategy; in some cases, the strategy is not clear, in 
other cases members of the top management team hold different views on what the strategy of 
the firm is or ought to be. The first step of the process is thus to get to a consensus on what the 
firm should try to achieve. 
 
Developing and maintaining a Balanced Scorecard can create a workload for many people. In 
particular, some of the data required may not currently exist within the firm and thus needs to be 
collected specifically for the Scorecard.130 Managers that are often already stretched by their 
normal workload may not be enthusiastic about this additional demand on their time. 
Furthermore, many companies have a track record of starting and later abandoning initiatives like 
the Balanced Scorecard. Aside from resistance to increased workload for an initiative that may or 
may not have clear benefits for the managers involved, companies may encounter resistance 
motivated by a desire to protect one’s turf or power base.131 The Balanced Scorecard should 
evolve over time along with the company’s capabilities and strategy. The need for consistency is 
common sense and this has to be kept in mind when implemented within E.ON IT. The need 
for consistency is not specific to scorecards same problem exists with any project that goes 
beyond short-term financial results and this should be taken in account. E.ON IT managers 
should reinforce a broad view of the Balanced Scorecard.  

5.2 Financial Metrics Applied to the IT Strategy
 
As described in the theory chapter the main categories of expected benefits from adoption the 
recommendations in chapter four all comes down to increasing efficiency in the financial aspect 
realization potential cost savings. This message was clear when interviewing with the financial 
controller. Financial metrics applied to the IT Strategy feeds of the commonality in generating 
benefits when streamlining the performance internally. The main difficulty is to balance the 

130 Epstein and Manzoni, 1998, p. 196
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advantages against the risks when deciding how to implement the performance system and to 
distinct the metrics that generate strategic insight to the ones that are nice to know. Through 
repeated assessment, experimentation and adoption of new E.ON IT will be able to eliminate 
measures and scorecards that don’t work. From the interviews the business recognize IT’s critical 
importance in creating business insights, customer insights, quality and innovation, in both 
products and services. To streamline the number of important possible metrics I ruled out 
percent of projects without deviation of planned time schedule, percent of completed projects 
and percent of projects on time and on budget. This was based on investigating the most 
appropriate measures based on the interviews with the financial controller. 
 
The nature of IT requires that performance indicators continually evolve with the business to 
quantify the value IT adds to the process. Organizations should guarantee that IT performance 
measurement and management quantifies the value IT generates. This happens when top 
management supports and is involved in the performance management processes. According to 
IBM one in three executives reportedly lack information needed to make critical decisions on a 
frequent basis. One-half said they didn’t have access to information required to do their jobs, or 
close information gaps to reach business objectives.132 The correlation between performance and 
analytics-driven management has important implications to organizations whether they are 
seeking growth, efficiency or competitive differentiation.133 Figure 9 displays the correlation 
between top and low performers in adopting performance management. Cleary the top 
performers have adopted the performance processes. Accenture mentions the fact that an 
adaptive performance management regime act as triggers for revisiting and adjusting the 
company’s strategy— not only enable such measurement, but can also help the company 
continually adapt its strategy as conditions, priorities, and performance expectations evolve.134 
Financial metrics by themselves are not sufficient; rather they should be combined with people, 
business processes, organizational structure and management systems. It is vital for an 
organization to frequently perform health checks to ensure that the performance process stays on 
track.  

 
Figure 9: The adoption of analytics 

 

 
Source: LaValle et al., 2010, p10 
 
The findings for financial metrics were derived from interviews with the financial controller 
within E.ON IT. The company is looking for ways to best measure the effectiveness of the IT 
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department and its resources costs. The IT department as well as the rest of the company is 
cutting costs. Measuring the cost per KID defines how much each KID costs related to IT. The 
efficiency of IT delivery is powered by optimizing cost per unit of IT services.  The number of 
employees supported by one IT workforce person often measures IS organization effectiveness. 
The number tends to be lower for effective enterprises and higher for efficient enterprises. This 
is best measured by ratios performed in a formal benchmarking exercise where complexity, 
business process, service levels and costs are normalized for proper comparison. IT can be 
challenging to collect accurate information because IT outsourcers, contractors and consultants 
are expected to be included in the total IT head count calculation. This suggested metric ensures 
cost control per IT user. 
 
The adoption of a rigorous performance management system strategy, which mirrors the current 
IT Strategy in most fundamental ways are well aligned with the apparent need to start out with 
such a system. This is backed up by the financial controller also stating that having such a system 
in place would enhance the will to expand on measuring key initiatives. One of these is optimal 
use of IT resources that involves maximizing value creation by the business units. It is distinct 
from the traditional goal of controlling IT expenditure. In progressive organizations, the financial 
emphasis is not on reducing overall IT expenditure, but rather on understanding and managing 
the unit costs of IT resources, as well as on predicting demand, which together ease the 
traditional budgetary constraints on IT investment.135 Establishing the value-creating potential of 
IT helps business recognize the difference between IT investment and IT expense. Environments 
with a high degree of outsourcing can make it difficult to determine an accurate view of the total 
IT head count. This is the case with E.ON IT, employing a wide array of contractors and 
consultants. The way in which employees use IT will affect the level, as well as the cost, of the 
support required. A general indicator is that the higher the percentage of back-office staff, the 
lower the cost per employee. The higher the front office and other staff, the higher the cost per 
employee. The business processes supported will determine the percentages. An understanding 
of employee needs will improve the effectiveness of IT services in the sense that it will not often 
result in lower costs per employee. 
 
Percentage of spends on current IT capital projects that are considered driven by the business are 
projects that originates within the business functions. Reasons for the initiatives could be to 
increase revenue, decrease cost, or other strategic or tactical needs.  There is a strong 
commitment that enterprises have to IT, and the high level of confidence that business leaders 
have in their IT investments. IT organizations prefer to look only at the IT operating budget for 
benchmarking purposes. That provides a simpler method to compare ongoing costs. Kaplan and 
Norton suggests that determining the quantity of resources generally involves a top-down 
process to establish total funding levels, and a bottom-up process to select the specific initiatives 
that will receive the funding.136  Businesses that are successful rely on segregating the funding 
between short and long term improvements. This factor has to be taken in consideration when 
implementing the process at E.ON as many companies fall in the trap of not setting up a 
dedicated pool of funds. The projects often require solid business cases with ROIs and metrics 
from the start of a project and tend to include a payback period of less than one year.  
Many projects are driving increased transparency around cost drivers to allow business areas to 
manage demand for core IT services, resulting in the business as a leader in IT capital projects 
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within organizations. In Capgemini’s experience, business case drives the incentive to measure 
and follow up results and effects. It is a supplement to an investment calculation in which also 
positive results of the investment are calculated. The essence of a business case is to create an 
assumption regarding what results can be achieved.137 Successful projects have created a balance 
where the given expectations are perceived as being credible and can subsequently be proven 
through measurement. The difficulty in calculating and following up a Business Case can be 
attributed to a number of pitfalls. An arbitrary selection of the calculation model, double 
accounting of results and unrealizable process streamlining are examples of such pitfalls. The risk 
for starting the wrong project increases with business cases that are incorrect and too optimistic. 
For those projects that cannot be motivated with a Business Case, the supporting reasons are 
often based on risk aspects as well as laws and statutes to start the project.138 This has to be 
considered when implementing the business case metric with E.ON IT. 
 
A report by Deloitte support this theory by stating that many enterprise leaders view IT spending 
levels higher than industry norms as a potential source of competitive advantage - the 
effectiveness view of IT spending. Even in tight economic times, most enterprises realize that 
falling behind in IT spending creates significant business risks, particularly in industries in which 
participants rely on technology to distinguish themselves from their competitors.139 Percentage of 
realized business cases is a very important metric to measure. In a study by Logica from 2010, 
seventy-nine percent of the organizations measure the results against a business case with 
predefined goals.140 This number indicates the importance of measuring the business cases related 
to the completion. Following the trend will help put E.ON IT in the forefront of measuring the 
performance of the organization. Measuring the impact of change projects on process 
performance and linking this to the measurement of corporate performance can be a key factor 
in for future success. Highly recommended solutions to take control of these are to present to the 
business how successful these initiatives are and how they are realized. If the percentage of 
realized business cases is very long one should consider to either changing the process for 
developing the business cases or setup an action team to define the key attributes of the failure of 
the business cases. Not included in the study but advised in a number of reports includes 
percentage of IT budget of total revenues of the company that displays how big part of the total 
revenue the IT budget encompasses. It is used for displaying how much IT costs relative to the 
business revenue. 
 
Once a performance management system has been applied, the effects will be that many more 
metrics will be integrated to the system. Performance measures should be reviewed continually 
and changed when appropriate. Metrics are static and almost never change. Flexibility is also one 
of the key emergent measures. Gartner has devised a couple of recommendations regarding IT 
spending:141 

� Be cost-conscious but do not underinvest in IT. 
� Continue to drive down baseline costs so they account for 80 percent or less of the IT 

budget. Reinvest money saved in growing the business with IT. 
� Use enterprise life-cycle analysis, technology adoption profiles and peer benchmarks to 
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better plan for shifts in IT spending. 
� When it comes to IT, spend what the business strategy dictates. 

5.3 Establish Accountability for Strategic Initiatives 
 
This case study indicates that companies that have implemented performance management as a 
management process perform better than their rivals. Based on this reasoning, it is plausible that 
a company implementing a performance management system across the enterprise will expect 
increased performance. Accenture research shows that high performance businesses create value-
centered cultures that permeate the entire organization. They recognize that performance is 
dependent on resources that don’t appear on a conventional balance sheet, and they incorporate 
intangible assets into practice, actively managing them by finding ways to assess the trade-offs 
between tangible and intangible investments.142 When discussing this with the case company they 
agreed and informed the importance to find and measure holistically within the organization. 
Studies supports the fact that involved and committed employees not only strive to make the best 
possible use of existing resources, they also seek out the skills and knowledge necessary to be 
effective— to do the work, to improve the way the work is done, and to revolutionize the 
work.143 
 
The portfolio management measures are all focused on providing feedback and managing the 
impact of projects. Performing real-time planning anticipates and maximizes the use of finite IT 
resources. Most companies that measure performance making it essential to have systems and 
measurements to monitor progress. Successful changers measure their process performance 8.5% 
more than losers, indicating the how important it is to follow up on investments. They also 
measure corporate performance 19.5% more than their less successful counterparts.144 Effective 
portfolio governance increases the value of the portfolio. Decisions about prioritizations would 
be facilitated with uniform project directives requiring a connection to the strategic goals, 
however, in the study, 71 % thought that the project directives did not have clear objectives and 
goals.145 Percent of completed projects and percent of projects without deviation of planned time 
schedule are worth revising but are not included in this study. 
 
Portfolio management transformation requires a clear vision for the planning and execution of IT 
demand that brings together people, processes and tools. Percentage of projects is a measure 
defining if a project is executed in the planned time frame and budget. IT volume in terms of 
projects shall be reduced – this cost category offers the highest short term reduction potential 
and must be managed in agreement with the business side. To help ensure that IT portfolio 
management operates effectively, the CIO will need appropriate tools. Portfolio management 
requires a solid business case to justify the costs. This is the reason for adding the advised metric 
to the report. The aim is to support executive sponsorship, which is a critical factor for a 
sustaining transformation process. The economic case for transforming IT portfolio management 
is compelling. Management will be able to maximize capacity to support business initiatives and 
to stop projects that are unlikely to deliver appropriate business benefits. Furthermore it will help 
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increase efficiency in project solutions simplifying the IT environment. Implementing the 
suggested performance metrics to E.ON IT is possible due to the fact that the strategy already 
exists.  
 
It is also recommended to consider Accenture’s recommendations to manage and apply IT 
resources in a way that clearly delivers the greatest business value from technology. These 
resources fall into four categories: highly-skilled people; business applications; infrastructure; and 
IT-enabled services. Given the continuing pressure to reduce cost, IT needs to be run as a 
business - managing the resources productively and within budget—while at the same time 
flexing the resource mix in anticipation of future needs.146 Good governance is a vital part. 
According to Capgemini a common problem given that a number of companies are dissatisfied 
with how the portfolio is balanced (35 %). The study shows that there is a desire to work with 
project portfolios, but that primarily there is a lack of workable processes, methods and models, 
to improve the evaluation of initiatives and prioritization of projects. The study shows that there 
is often a lack of a clear link between projects and the strategic goals of the company, which 
makes prioritizing more difficult.147 
 
Kaplan and Norton highly recommend that companies first develop their strategy before 
deciding on which portfolio initiatives to implement.148  Continuing they note that a good place 
to start is to accumulate all the spending on existing initiatives and see what percentage of total 
spending that it represents. This will have a great impact to justify additional funding to complete 
a portfolio initiative.149 Indicated in the empirics chapter the impact of time and budget are 
crucial to portfolio management initiatives. These are safeguarding that the project translates 
strategic. If the performance management processes are lacking, there might be a risk for little 
discipline in decision making and priority setting for the IT investment portfolio. Another 
argument for adding the metric is that it is also common for projects to continue despite reasons 
for investing in them no longer appears valid. The IT budget provides a guideline to shutdown 
projects without clear business value and uncontrolled increases in systems and business 
complexity. It is vital for project leaders assess capabilities and manage budgets within company 
constraints. This in turn leads to efficiencies in portfolio and project management operations as 
well as improvements in resource utilization and greater project work delivered. Management 
sponsorship is a prerequisite for a successful transformation of the IT portfolio. If there would 
be uplift in value added from projects, it would yield increase in the internal rate of return on IT 
investments. IT portfolio management needs for that the right business-aligned decisions are 
needed. Percentage of projects with negative Return on Investment (ROI) assures a control 
mechanism that will generate annually as a percentage of the investment. The metric will define 
state of the portfolio and create guidelines before approving projects. Metrics must be 
customized to fit a company’s specific goals.  The statistical validity of ROI is clearly one of the 
most valuable metrics, helping management anticipate how the product portfolio will look like in 
the future. Good metrics have other temporal considerations and can guide the strategic decision 
making over longer term. Getting an early ROI for a project can go a long way toward sustaining 
its success. Research by Logica concludes that elements of ROI and value management should be 
fully included in all phases of a project’s life cycle, supporting the theory for including the 
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suggested metric to the performance management portfolio.150 Defending the original ROI 
projections has little value. Financial analysis translates IT contributions into estimates of reduced 
cost or increased income, and thereby produce a measure of IT contribution to profitability. The 
Standish Group reports that 72 percent of IT projects in 2000 could be categorized as challenged 
or failed. This means that billions of dollars in capital budget continue to be wasted and 
investments in IT are still not delivering enough of the right capabilities.151 The result is that the 
businesses are suffering from lost opportunity costs and an overall competitive degradation. The 
strategic contribution of IT is often questioned. A way to handle these issues is to implement the 
metric for percent of projects meeting stakeholder expectations. The use of this metric requires 
setup of the expectations to be met, otherwise this will be measure will be pointless. Once again, 
the metric have been discussed with the stakeholders and implementing the requests. The 
company wants to explore how the projects perform related to the expectations of the 
stakeholders indicating the quality of the projects ordered. Companies are closely examining their 
IT-related projects for evidence of business value generated. Given the increased scope of 
investment in IT-related projects and the cross-dependencies involved in successful projects this 
metric adds value to the business.  Based on a number of interviews the IT plans and budgets are 
being more closely monitoring the IT investments.  That is one of the reasons for picking this 
metric. Carr mentions that capture value from one or two tightly-scoped projects can be used to 
fund the next ones – and be sure to apply comparable processes, definitions and best practices 
from one set of projects to the next. Current attitudes and approaches toward information, 
however flawed they may be, are deeply embedded in an organization’s culture.152 By introducing 
tools for measuring portfolio management, conditions are created for successfully analyzing not 
only the current situation but also forecasting future needs. In this way, the right conditions are 
created for introducing strategic planning based on what the internal resource structure should 
look like and which resources should be procured externally. Accenture has developed the 
Portfolio Management Framework, a diagnostic model to help CIOs and top business executives 
align IT investments with the business needs and improve the management of limited IT 
resources, see Figure 10.153  

 
Figure 10: The Accenture Portfolio Management Framework 

 
 
Source: Newman, 2008 
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The framework and supporting diagnostics help companies clarify the accountabilities for key 
elements of the governance framework and the operating model required to fulfill them. They 
define the outputs required to improve decision making, together with the processes and tools 
required to maintain effective oversight and control. The outcome is for companies to better 
understand the maturity of their governance processes, identify areas for high-payback action and 
craft a transformation plan to improve performance.154 The model is a nice tool for E.ON IT to 
use to gain understanding of their portfolio management processes. 

5.4 The Effectiveness of Master Data Management 
 
The essence of MDM comprises the ability to capture, and analyze data and to effectively sharing 
information and insights.155 New business challenges like globalization, mergers and acquisitions, 
customer loyalty and cost cutting benefits from having master data management in place. Michael 
Tushman and Clayton Christensen, as well as Elaine Romanelli, have seized upon ideas like 
“punctuated equilibrium” to characterize the lifecycles of organizations, as well as their products 
and technologies. That is, organizations must actively pursue incremental innovation—while at 
the same time seeking out disruptive innovations. At heart is an innovation mindset focused on 
renewal—not static reproduction but steady improvement punctuated by breakthroughs that 
change the nature of competition.156 This thinking can easily be applied to E.ON IT and the 
understanding after the interviews is that this is the ultimate goal. More concretely this means, 
leaders in high-performance businesses continually find ways to keep their organizations on their 
toes, encouraging and rewarding people to shoulder three simple but powerful responsibilities: 
doing the work in a way that accomplishes the specified objective; improving the way work is 
done, whether individually or collectively, to continuously improve performance; and 
revolutionizing the work by seeking out the next wave of products and processes that could 
disrupt even the most efficient status quo.157 
 
If parts of the business are supported by different systems, master data must enable operations 
running and keep them synchronized. The issues are that master data is fractured and duplicated 
in many different locations. Furthermore, there is often no complete version of master data 
records in within the enterprise. When subsets of master data exist in multiple operational 
systems, data is often independently maintained by each of those systems. This in turn leads to 
multiple data entry applications affecting business operations, business performance and 
customer satisfaction.  Some of the issues related to the disparities are; data conflicts, duplicate 
master data, process delays and defects caused by data errors, the inability to comply when master 
data require business action. To emancipate these problems companies have implemented 
techniques to synchronize master data multiple systems when the data changes. System 
verification to verify synchronization is often overlooked. Questions may arise in the enterprise 
whether the complete set of master data for customer is updated and if this data really can be 
trusted. How can the business be assured that the data is complete and correct and if data is 
updated in one system, is it updated across the enterprise? The solution is to reduce complexity 
and increase agility based on trusted and accurate data. It is fundamental that master data is 
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consolidated to create a centralized system of record, and that manages changes to that data 
across all systems. The key factor for MDM is to decouple master data from single applications 
and creating centralized master data that all analytical systems accesses and utilizes the data. The 
process of measuring the MDM at E.ON is a project starting up. Defined in the IT strategy as a 
key strategic target, action points have been deriving to improve the performance. Multiple 
business units within market unit Nordic have serious issues with information quality, causing a 
negative impact on business revenue and customer satisfaction. For the latter problem two 
actions were derived. The first action to emancipate the issue was developed together with E.ON 
IT and concerns issues with the Golden Record.158  The main target for this approach will be to 
eliminate the number of bad records in the customer database. As some minor tests have been 
performed based on this process, the solution seems to be solid and working solution. 
Consequently, the company’s management has begun to explore the relationship between Master 
Data Management and the true value outcomes it generates. The first results have generated a 
positive effect according to the MDM project manager. Logica supports the theory that the key 
in achieving accountable, consistent and traceable information in a MDM solution is the presence 
of data management processes. Business data definitions, data quality measurements, data 
ownership and data governance processes should already be part of any organisation.159 Figure 11 
outlines how Logica depicts the data flow from operational management to executive 
management.  

 
Figure 11: The Logica data model 

 
 
 
Source: Schüldt, 2010 
 
The understanding of the business strategy is critical because this is where the business priorities, 
strengths, weaknesses are all defined. Focusing on prioritized strategic objectives such as 
customer satisfaction are critical drivers for KPIs and pain points to be solved. The KPIs relating 
to the pain points, gives the business a reason to build a case to rank MDM projects in order of 
potential contribution in relation to key performance targets. The higher the impacts on the 
selected metric produces, the greater impact it will have on business performance. The selected 
Golden Record KPI was selected due to the high potential impact it will have on the business. A 
second argument would be that it is quite a simple measure leading to substantial cost saving and 
gains in customer satisfaction. The project stakeholders were firm on the belief that this KPI 
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should be implemented, leaving little investigation if more suitable measures should be evoked. 
The second suggested measure for MDM relates to the problem with customer addresses. The 
project has started by verifying the customer addresses and the performance metric used: 
 
“Number of returned mails divided by number of mails sent “ was developed to be able to define the 
impact of this work. The metric is about to be tested with live data in production and the result 
will be used as a baseline for further process improvement. This measure was also requested by 
the stakeholders to perform and shares the same entities as the Golden Record. A high impact 
measure is relatively easy to implement and on the schedule to for optimization. 
 
Considering a KPI like Customer satisfaction, the performance of the company for this KPI has 
never been measured, making it hard to visualize the outcome. Looking at MDM in this context 
takes into account how MDM impacts KPI performance. Introducing the customer satisfaction 
KPI MDM could help to reduce cost of sales whilst reducing the costs of marketing and sales 
and make the company more competitive. It is important to define KPI targets that represent 
what the business wants in terms of performance and it is critical to describe KPI relationships to 
distinguish between driver and outcome. The performance of MDM should help improving KPIs 
in order to help make the business more competitive. Defects in customer data potentially might 
increase operational costs and reduce customer satisfaction opposed to solve defects and thereby 
driving up costs. If a competitor can do perform the services at lower cost with more accuracy, it 
may be the case the client decides to do business there instead.  If multiple disparate systems with 
inconsistent data are involved in the process, it could take an unsatisfactory amount of time.  
 
Inconsistent customer data can slow this might require more human resources thereby driving up 
costs. It is important the advised metrics gains immediate business focus resulting in alignment 
with business strategy and business priorities. To ensure ROI of the measure key questions 
involves how business might save in reducing the cleaning the master data and the amount of 
duplicate processes that could be removed. A highly recommended action to take is to create a 
hierarchy of MDM metrics, baselines related to business processes, strategic objectives and 
financial goals. The key to link MDM initiatives with business value are to focus on the metrics 
which business stakeholders pay most attention. There should be focus on benchmarking against 
those the suggested metrics; else there is no basis for reporting and analyzing improvements. 
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6 Conclusion 
 

 
The aim of this study was to identify metrics and scorecards related to the IT strategy. This chapter contains the 
conclusions drawn from the study. The following conclusions will be presented as the four main challenges identified 
by this study. 

 

Breakdowns in a company’s management system are what cause a company’s underperformance.  
The management system encompasses the integrated set of processes and tools that a company 
uses to develop its strategy, translate it into operational actions, and monitor and improve the 
effectiveness of both.160 The failure to balance the tensions between strategy and operations is 
pervasive: Different studies from the past 25 years indicate that 60% to 80% of companies fall 
short of the success predicted from their new strategies.161 By creating a management system, 
companies can avoid such shortfalls. The management systems comprises five stages; strategy 
development, processes, concepts, vision, and value statements; SWOT analysis; shareholder 
value management; competitive positioning; and core competencies to formulate a strategy 
statement. These are later translated into initiatives, by tools and processes, including strategy 
maps and measurement.162 Strategy implementation links strategy to operations including quality 
and process management, reengineering, process dashboards, rolling forecasts, activity-based 
costing, resource capacity planning, and dynamic budgeting. Managers continually review internal 
operational data and external data on the business environment. Managers assess the strategy 
which starts another loop around the system. 
 
The breakdown often occurs at the beginning, with companies formulating strategies that they 
later fail to translate into goals and targets. As the case company currently lacks a comprehensive 
performance management system and the metrics needed to support regular measurement the 
following conclusion has been derived. The case company in this study would be best advised to 
setup a management system as suggested by authors Kaplan and Norton. It helps overcome 
strategies and in particular transformational strategies. The management system is illustrated in 
Figure 11. Defining and implementing the management system helps the company to integrate 
strategy planning and operational improvement tools. The primary tool for the system is the 
financial budget acting as a springboard for implementing the management system. 

There are often discussions on good strategy implementation. Companies who fall into this trap, 
find themselves on the verge of closely missing their forecasts each quarter but never really 
examine how to modify the strategy to generate better growth Analysts, investors, and board 
members start to question the imagination and commitment of the companies’ management.163 
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Figure 11: The Management System Model 

 

 

Source: Kaplan and Norton, 2008, p. 8 
 
Aligned with the management system and also incorporated in the framework are the 
performance measures. As the lack of relevant measures is evident, it would be highly advisable 
to implement a portfolio of potential metrics. A suggestion would be to define and gather all 
relevant measures in a catalog separated by sections on finance, portfolio and the other areas of 
the business that need to be measured. To implement these solutions a best practice by The 
Boston Consulting Group is highly recommended. Following actions have to taken:164 

� Think through the overall approach 
� Make sure up front that all critical personnel agree on business needs and key decisions 
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� Ensure that everyone understands where the synergies are coming from and understand 
the implications for IT changes and services 

� Be clear regarding the timing of the delivery of synergies, particularly those reducing head 
count 

� Confirm that costs and service targets are locked into the budget 
� Tightly link costs with synergies to ensure that progress stays on track 
� Make sure all involved are aware of what is expected in terms of activities  

 
To follow a process for setting the right metrics can be quite daunting if this has not been 
deployed before. To work in this way, there must be custom-crafted metrics that will measure 
progress toward specific goals. Developing these metrics is among the most important, and most 
difficult, aspects of performance management. The process requires an assessment of a 
company’s strengths and weaknesses. Without metrics there is a risk of becoming distracted and 
losing focus on what is most important. Booz & Co have devised a strategy for capturing and 
continuously improving metrics as illustrated in Figure 12.165 
 

Figure 12: Continuous Metrics Improvement Process 

 
 
Source: Kurtzman and Michaels, 2010, p. 7 
 
The following recommendations for implementing a performance management system have been 
devised by Booz & Co166. 
� Drive the case for change from the top down and the bottom up. Be certain the approach 

is comprehensive, including metrics, processes, systems, and change management. 
� Focus on the right metrics. This is where the truly coherent, capabilities-driven strategy gets 

implemented. The metrics should be tightly aligned with strategy and essential capabilities. 
They should include both internal and external inputs. 

� Keep it simple. KPIs can drill down to the most irrelevant minutiae within a company.  
 

165 Kurtzman and Michaels, 2010, p. 7
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Keep the distractions to a minimum. Include only the most important metrics from the top 
three or four levels. 

� Establish central governance structure. It requires collaborative ownership and oversight. It 
requires business-led governance with IT support. And it requires new data management 
roles and functions, robust metric life- cycle management, and strong ongoing project 
management. 

� Adoption must be driven throughout the enterprise. Dashboards and metrics must have 
teeth, with accountability and incentives. 

 
A focus on opportunities can generate new possibilities. Analytics aligned to organizational 
challenge makes it easier to overcome a wide range of obstacles. To further advise E.ON IT on 
how to implement the performance management initiative, relies on four distinct activities:  

1. Document existing processes and applications. The company should first identify the 
value they deliver to customers, the applications in use and core processes. 

2. Identify data that create value. Next, identify who, what, where, when, why and how – 
that will address these issues and create revenue, cost or margin value. It would also be 
good to use during the analysis. 

3. The organization needs to figure out the best method to embed the adoption of 
performance management into the daily work. Success with embedding insight into 
processes determines the success of the initiative. 

4. A well-designed analytics pilot program might find opportunities from enterprise 
information to expand on. The new performance strategy can tie programs to relevant 
business objectives making them actionable and measurable. 

 
A final approach worth investigating would be to align the before mentioned processes to the 
thinking by Lareva on run-change. This will generate a holistic approach from start to finish. 
Allowing resources easily be allocated to strategic initiatives leverages the change processes.  
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Appendix 

 
Interview Questions 
 
Introduction and Presentation 
 
Hi, I am a final-year student from Blekinge School of Management writing my master thesis for MBA 
(Master of Business Administration). I am investigating how the IT strategy performance is 
measured and how to improve this process.  
 
The aim of the study is to identify possible improvements in the area of performance 
management and to define which processes are most the suitable. The first step is to identify the 
current process for performance measures. 
 
The study will be conducted late fall/winter 2010. 
 
Questions 
 
About the Interviewee 
1. What is your position? 
2. What are your work tasks? 
3. What are your responsibilities? 
 
Performance Evaluation 
1. How is the performance process measured and how is it followed-up? 
2. What is your general view of the performance process? 
3. Who are involved in setting the right metrics for your business area? 
4. In which way are you involved in the performance process? 
 
Performance Management 
1. Do you feel that you need more information on the performance? 
2. Do you feel that as a manager that there is enough attention on the lack of performance 
management? 
 
Looking Forward 
1. What are the main challenges for your organization in the years to come? 
2. What do you want to see as the outcome of this study? 
3. If the results were positive would you be a sponsor for adopting them? 
 
 


