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The Information Technology (IT) industry has undergone an amazing
transformation from the introduction of mainframe computers to the
current networked, high-speed IT environment. Technology has pro-
vided, and continues to provide, tremendous innovation that has enabled
breakthrough changes in multiple industries over the past 30 years.
However, while IT has evolved to a high level of technological maturity,
IT organizations have been slower to adopt business practices, such as
customer-aligned organizational designs, standardized business processes,
systemic financial management, meaningful performance measures, and
effective and continuous improvement initiatives. 

A cause of this lack of business focus is that most resources in IT
organizations are devoted to maintaining a technical environment, with-
out sufficient customer or business focus. A number of recent industry
studies, and our interviews with chief information officers (CIOs), indi-
cate that a majority of IT resources go to maintaining existing IT infra-
structure, and only a small portion of IT resources are committed to
improving business practices and developing new IT services that align
with the customer. Our work with a number of clients also indicates a
focus for IT organizations on maintaining the existing infrastructure and
a lack of focus on new, emerging technologies and solutions for their
customers.

This book provides a practical guide on how IT organizations can fil-
ter through the vast array of competing alternatives to adopt, mature,
and institutionalize standard business practices in their daily operations.
Through these business practices, organizations can move to a greater
focus on the customer while maintaining an effective IT infrastructure.

Preface

xv



These practices enable a higher quality of service at lower costs.
Implementation of standard business practices also helps reduce the
frustrations of the customer, the operational and business units, and the
IT organization. The application of standards results in realistic expecta-
tions for IT products and services. This book helps both internal cus-
tomers and IT organizations understand the challenges the other group
faces by showing how those groups can work together in a collaborative,
effective model to enable the desired outcomes needed to achieve strategic
goals.

We recognize the challenge of developing a practical guide that can
help IT organizations more rigorously adopt standard business practices.
We acknowledge that government, business, and nonprofit organizations
come in a vast array of sizes, shapes, missions, values, and geographic
alignments that impact how each individual organization will adopt
standardized business practices. To address this challenge, this book
culls lessons learned from management efforts across a number of organ-
izations to help you achieve four primary goals:

■ Apply business practices in IT organizations to optimize an IT budget
and improve return on investment (ROI) from IT spending

■ Improve customer satisfaction in operational and business units with the
IT products and services available and provided to them

■ Address the frustrations of IT organizations that result from numerous
customer requests that are often outside of the scope of standard IT prod-
ucts and services

■ Create more realistic expectations in the operational and business units in
order to answer the following:

■ What IT products and services can be provided?

■ How are IT products and services priced and charged?

■ What are the expected performance levels?

■ What are the timelines and budgets?

With these goals in mind, this book is written primarily for three
groups:

■ The IT executives and managers in government, business, and nonprofit
organizations who provide IT products and services to the operational
and business units within their organizations
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■ The operational, or business, unit executives and managers in govern-
ment, business, and nonprofit organizations who need quality IT prod-
ucts and services to run their operations, and primarily rely on their
organization’s internal IT organization to obtain these products and
services

■ Senior executives and board of directors in government, business, and
nonprofit organizations who need an IT operation that enables opera-
tional and business units to work together to execute the strategy of the
organization

IT organizations have been perceived as being focused on technology
development and evolution, rather than being aligned to the business or
operational units that they support. Although this perception may be
unfair, IT organizations must continue to develop in their staff, from the
CIO to the help desk employee, a full set of business skills. Culture is
one of the hardest elements of an IT organization to change, and this
type of change requires a committed, supported change management
framework to be successful and sustainable.

This book is divided into nine chapters. It begins with the areas
receiving the greatest current focus—best practice process frameworks,
ITIL® adoptions, financial management, improved use of business
cases—and then covers topics that will become focus areas in the future,
including IT performance management and IT organizational alignment
to their business users. 

Chapter 1: Introduction: Improving Service and Lowering Costs IT
organizations today must provide high-quality innovative products and
services, maintain the existing IT infrastructure, and lower costs. This
chapter introduces the four specific areas of business practices that can
help organizations achieve this goal—defining IT services, managing
their cost and value, and measuring their performance with a goal of
improving service and lowering cost. Through these business practices,
IT organizations can transform from cost centers that focus their
resources on maintaining existing infrastructure to business partners
that contribute to the organization’s mission by aligning their invest-
ments in IT services.

Chapter 2: IT Service Lifecycle: Improving Business Performance
The IT industry seeks to improve service while lowering costs. To do so,
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many IT organizations have adopted industry-accepted best practice
frameworks to improve performance using IT service management
(ITSM), including ITIL, the de facto ITSM best practice. Although
improving business practices is important through the IT service lifecycle,
this chapter focuses on identifying a number of specific ITIL practices,
specifically elements of Service Strategy, Service Design, and Continual
Service Improvement, which are critical to business management. We
focus on these components of ITIL because they have the strongest ties
to business discipline as opposed to technological enhancements or
refinement within Service Transition and Service Operation.

Chapter 3: Adopting IT Service Management Using ITIL Many
IT organizations struggle with how to adopt all, or a part, of the ITIL
framework. This chapter provides a planned and systematic change
management approach to implementing ITIL based on real-world
experience.

Chapter 4: IT Financial Management: The Business of IT
Financial management of IT resources is vital to improving service while
lowering costs. As this chapter explains, IT financial management
includes overseeing and assessing the efficacy of current IT expenditures
and planning for future investments based on the services your IT organ-
ization provides. After reviewing the foundational financial manage-
ment activities of budgeting, accounting, and charging, this chapter
then discusses some of the more advanced—and effective—financial
management activities to improve service and lower costs. 

Chapter 5: IT Business Cases: Realizing IT Value IT organiza-
tions must determine whether investments in IT projects/services are
paying off. If they are, these projects/services will clearly support the
overall strategy and mission of the organization and be aligned with its
services. IT organizations should use a standardized business case to
determine the overall benefit of investments. A business case is a rigor-
ous, standardized method to capture the benefits, costs, and risks associ-
ated with IT investments.

Chapter 6: IT Performance Management: Defining Success
More and more IT organizations are developing performance manage-
ment frameworks. However, not all those frameworks align IT perform-
ance measurements to organizational strategy and related metrics. This
chapter explains what performance management is and why it should be
a critical, ongoing activity for your IT organization.

Chapter 7: IT Business Skills: Enabling Customer Outcomes
Effective IT business skills are critical to helping an organization
achieve its goals and maximize the return from IT investments. This



chapter explains how IT business skills contribute to these goals. The
chapter then discusses how you can determine whether your IT organiza-
tion has these required business skills. Then, the chapter covers how to
address any gaps that may exist in your existing business skill sets.

Chapter 8: Success Stories: Improving Service and Lowering
Costs IT organizations exist in a wide array of sizes, shapes, and focus
areas. Several IT organizations, across the commercial, government, and
nonprofit sectors, are successfully executing a number of the concepts in
this book to improve their services while lowering costs. This chapter
shares a few of these success stories.

Chapter 9: Going Forward Executing the concepts presented in
this book will result in improved service and lower costs for your IT
organization. Business discipline infused into IT organizations will
result in IT organizations being able to move from the current daily
focus of maintaining current applications and infrastructure to high-
value activities. As your IT organization continues to evolve, it will
drive top-line revenue growth, look forward and implement emerging
technology, and better align IT operations to your organization’s overall
strategy and mission.
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This chapter provides you with an understanding of performance
management and why it should be a critical, ongoing activity for your
IT organization. We discuss several common industry approaches to the
measurement of organizational performance, with a focus on the bal-
anced scorecard (BSC) approach pioneered by Dr. Robert Kaplan and Dr.
David Norton in 1992. We also define what factors have resulted in a
somewhat mixed track record of success with BSC implementations
across commercial, government, and nonprofit organizations, and how
the BSC approach is being adapted by leading IT organizations using
ITIL, performance benchmarking, and other techniques.

The capability of IT organizations to develop, and successfully adopt,
a meaningful performance management framework is increasing, but the
alignment of IT performance measures to organizational strategies and
related measures, often proves elusive. Determining what to measure is
the first critical step for your IT organization but requires a systemic
approach to ensure that your IT organization measures the following:

179

IT Performance
Management: Defining
Success
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■ Meaningful performance management that can be used to continually
improve your IT services

■ Activities that align to the overall strategy of your organization and
achieve key business objectives

■ Activities that assist senior IT leaders, managers, and staff in continu-
ously improving your IT activities to achieve key business impacts

■ Activities that determine the level of customer satisfaction related to your
IT products and services to enable for ongoing course corrections to your
customer activities

■ Activities that determine the level of satisfaction of your IT managers
and staff in your IT organization

From their initial work in the development of the BSC framework,
Kaplan and Norton evolved the BSC to include cascading scorecards to
measure performance at different levels of the organization. Kaplan and
Norton use the term cascading to link scorecards at different levels of the
organization. The term cascading indicates that organizational direction
is determined by senior leadership, and their direction provides the basis
for cascading down the organization for development of scorecards that
link up to the organization’s overall strategy. These cascading scorecards
need to be linked to consistently measure the overall health of an organ-
ization. We discuss how IT organizations currently adapt the basic BSC
framework and ways you can leverage these approaches for your IT
organization. In addition, we discuss how to make your IT performance
measurement framework conformant with leading IT practices such as
the ITIL framework.

The software industry has developed a number of highly useful soft-
ware tools to support the systemic application of performance measure-
ment to your IT organization. We discuss the changes in the
performance measurement of the software industry and how this impacts
any performance management framework you may consider or are cur-
rently trying to implement for your IT organization.

Finally, we discuss the role of benchmarking in the development and
ongoing use of an IT performance management framework. When prop-
erly applied, benchmarking is a significant tool for improving your IT
operations but must be applied carefully to gain meaningful results.
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What Is Performance Measurement for IT Organizations?

There are several definitions of performance measures, including:

Performance measures are quantitative and qualitative ways to character-
ize and define performance. They provide a tool for organizations to man-
age progress towards achieving predetermined goals, defining key indicators
of organizational performance and customer satisfaction.1

The key elements of this definition include two broad categories of
performance measures: quantitative and qualitative measures. Most
organizations, including IT organizations, can quantitatively measure
some aspects of the performance of their organization. This type of meas-
urement focuses on data relatively easy to capture, measure, and report.
Typical measures in this category include measures of volume, workload,
and performance time. For example, typical quantitative measures can
include the number of servers provisioned, lines of code written, mean
time to repair, and system uptime.

Qualitative measures focus on activities that are intangible and often
more difficult to measure. Customer satisfaction is a common intangible
measure. Many organizations use customer surveys and a variety of meas-
ures of a help desk and service desk to provide the foundation for meas-
uring customer satisfaction. However, customers are often reluctant to
provide feedback on their level of satisfaction, either through indiffer-
ence, time constraints, or a perception that their feedback will not be
used to improve IT operations. As a result, many organizations either
ignore intangible performance measures or use misleading indicators.

Although performance measures provide individual measures of spe-
cific elements of organizational performance, performance management is a
broader term to define the processes organizations use to apply perform-
ance measures to the continual improvement of organizational perform-
ance. Other definitions of performance management include:

Performance management is the process whereby an organization estab-
lishes the parameters within which programs, investments, and acquisitions
are reaching desired results.2

Performance management is the process of assessing the progress made
(actual) towards achieving the predetermined performance goals (baseline).3
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Kaplan and Norton evolved the process of performance management
into a specific method of managing performance defined by the BSC:

The Balanced Scorecard is a management system (not only a measurement
system) that enables organizations to clarify their vision and strategy and
translate them into action. It provides feedback around both the internal
business processes and external outcomes in order to continuously improve
strategic performance and results. When fully deployed, the Balanced
Scorecard transforms strategic planning from an academic exercise into the
nerve center of an enterprise.4

Lingle and Schiemann further evolved the definition of performance meas-
urement to include “measurement-managed organizations.”5 The focus of
Lingle and Schiemann’s work is on organizations that have adopted a balanced
set of key performance indicators (KPIs) to tightly manage their businesses to
both execute organizational strategy and to manage to profitability. These
types of organizations do not use performance management as a bureaucratic
exercise, a task that must be accomplished, or another management report to
be completed. Rather, these organizations culturally embrace the value of per-
formance management discipline to provide meaningful information that they
use to make sound business and operational decisions to enable their mission.

The key element common to both the BSC and management-
measured organizations is the link to organizational strategy and key
business objectives. Performance measurement should ultimately be
applied to help your organization, and specifically your IT organization,
to perform as efficiently and effectively as possible to achieve key busi-
ness objectives, such as increased net income for private organizations or
constituents served for certain public organizations.

One of the biggest challenges in the development of an effective IT
scorecard is the development of measures appropriate to each level of
your organization. The measures developed to determine organizational
performance at a strategic level are different from the detailed measures
used at a lower level in your organization. Consistent with ITIL’s per-
spective on measuring the return on investment (ROI) of an IT project
or service, we see performance measures developed that are:

■ Strategic

■ Tactical

■ Operational
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All performance measures must ultimately support the strategy or
mission of the organization. Kaplan and Norton have used the term
cascading scorecards to capture the criticality to organizations of measur-
ing performance at multiple levels within the organization, but ensuring
that measures are linked, or cascade, between organizational levels. For
example, in developing an effective business case, ITIL suggests that you
develop business impacts that support business objectives. All measure-
ments start with a clear organizational understanding of the overall
strategy and goals of each organization. These goals are often referred to
as the business objectives.

Organizations also use a variety of terminologies to define what they
measure. Although we use the terms performance measures and key performance
indicators interchangeably throughout this book to define measures of organi-
zational performance, various terms are in use, including desired business results
and measured outcomes.

An unlimited number of performance measures are available for any
organization to adopt at all levels of the organization. One of the critical
success factors for any organization desiring to utilize performance meas-
ures for effective decision making is the ability to select a limited set of
meaningful performance measures in use at all levels of your organiza-
tion. Balance—achieving a set of performance measures at each level of
your organization that assists your organization’s senior leadership, man-
agers, and staff to measure and adapt performance to achieve the strategy
or mission of your organization—has proven to be an elusive goal for
achieving organizational success. This situation occurs primarily because
organizations do not spend enough time when first developing perform-
ance measures to determine what performance measures will provide
meaningful information, on a timely basis, to decision makers in their
organization. Organizations make the mistake of either attempting to
define and capture more performance measures than can be reviewed and
used by decision makers or using too few performance measures so that
the organization gets an incomplete picture of current operations to
make meaningful decisions.

A common way to achieve this balance through the BSC and measurement-
managed organizations is to focus on developing a balanced set of meas-
ures, which includes the measurement of internal processes using ITIL.
This element of performance measurement is growing in importance as
ITIL adoption increases in IT organizations worldwide. As IT functions
and organizations reorganize around ITIL, their performance measures
must adapt to these best practices. As ITIL and other best practice
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Table 6-1 Characteristics of Organizations Using Performance Measurement

Reported Measurement-
Managed
Organizations

Non-Measurement-
Managed Organizations

Clear agreement on strategy among
senior management

93% 37%

Good cooperation and teamwork
among management

85% 38%

Unit performance measures are linked
to strategic company measures

74% 16%

Information within the organization is
shared openly and candidly

71% 30%

Effective communication of strategy
throughout the organization

60% 8%

Willingness of employees to take risk 52% 22%

Individual performance measures are
linked to unit measures

52% 11%

High levels of self-monitoring by
employees

42% 16%

frameworks have defined, standardized business practices can be used to
effectively drive continually improving performance for your IT organi-
zation. Performance measures applied to the ITIL practices adopted by
your IT organization can further enhance your IT organization’s adop-
tion of an industry frameworks like ITIL. Many available performance
measurement systems are “ITIL conformant,” or accepted as common
measures in use in IT organizations. We strongly recommend consider-
ing ITIL-conformant systems and methods as you develop your approach
going forward.

Why Use Performance Measurement for Your IT
Organization?

Academics, businesses, and government organizations have conducted a
number of studies to determine the benefits of adopting some type of sys-
temic performance measurement, or a scorecard, to measure and improve
their performance. Lingle and Schiemann conducted a seminal study that
defined the characteristics of such organizations, as shown in Table 6-1.6
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Three key findings from this study of the elements of a management-
measured organization versus a non management-measured organization
require further examination:

■ An agreement on strategy and effective communication of strategy
throughout the organization is necessary.

■ Unit performance measures are linked to strategy, and individual per-
formance measures are linked to unit measures.

■ Information in the organization is shared openly and candidly.

Agreement on Strategy

We are continually surprised by the number of clients whose man-
agers and staff cannot clearly articulate the strategy and business objec-
tives of their organizations. Caught up in the operational details of daily
work life, managers and staff often gradually lose focus on what strategy
and goals their organization must achieve and how their organization is
planning to achieve them. The daily tumult of operational activities,
and the constant reaction to challenges that are perceived as crisis slowly
draw managers and staff away from the overarching mission or strategy
of their organization. This challenge is especially difficult for geograph-
ically dispersed, decentralized organizations. Also, as organizations
operate in a rapidly changing global environment, senior leadership
must constantly adapt their strategies not just for today, but also for the
future. They must adapt their organizations to deal with emerging
threats and opportunities.

When you drive your car, you utilize a number of “indicators” on the
dashboard to regulate your performance. You carefully monitor the
speedometer against the legally posted speed limits. You periodically
review the fuel gauge to ensure you have an adequate supply to reach
your destination, or you plan ahead for a refueling stop to keep your sup-
ply adequate. With advances in technology, it is increasingly common to
use a navigational system to monitor the location of your car and deter-
mine the optimal route to get to your next destination. But the most
critical decision you make every time you step into your car is funda-
mentally this: Where are you going?

An organization’s strategy sets the overall decision about where an
organization is going. A performance measurement scorecard or a bal-
anced set of performance measures your organization uses to measure and



The Business of IT

How to Improve Service and Lower Costs186

correct performance can be automated into a dashboard your organiza-
tion can use at multiple levels in your organization to measure and cor-
rect performance. A common reference in industry at this time is to refer
to an automated performance scorecard as a “digital dashboard.” Your
digital dashboard performs the same function for your organization that
your car’s dashboard performs for you when you are driving. The digital
dashboard provides a visual, easy-to-understand, limited set of perform-
ance indicators that you can use to take corrective action to get to your
desired destination.

But the foundation of any BSC is strategy. If your senior management,
managers, and staff do not agree on the strategy for your organization, it
is difficult to get to an organizational destination when that destination
is not known or is not commonly understood. Your IT organization will
not be able to create a meaningful IT scorecard that links to higher-level
organization strategy, when that strategy either does not exist or at a
minimum is not understood or agreed to.

When a valid organizational strategy does exist, it is a critical success
factor for any organization to communicate this strategy consistently to
all levels and physical locations of the organization.

Linked Performance Measures

The most basic, fundamental failures of implementation and ongoing
adoption of performance measurement scorecards are a result of failing to

■ Create appropriate, meaningful measures at differing levels of an organi-
zation to continually improve organizational performance.

■ Link measures from the employee, up to the unit, up to the division, and
ultimately up to the highest, strategic level of an organization.

To avoid these two mistakes, all levels and departments of your organ-
ization and your IT department must be willing to be measured. Your
organization must embrace the discipline that comes with a properly
developed, implemented, and periodically adjusted system of measures
that you will use to adapt the performance of your organization in exe-
cuting your organization strategy or mission. Performance measurement
must be integrated into the culture of your organization. Your senior
leadership, managers, and staff must see the value of performance meas-
urement to both their individual success, and the success of the organi-
zation, for performance measurement to yield the incredible benefits to
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the organization that can be obtained by a disciplined, consistent meas-
urement approach.

The senior leadership of your organization must be clear, consistent
advocates of systemic performance measurement, which is the underpin-
ning of performance management. While setting a clear strategic direc-
tion for your organization, your senior leadership must also put in place
a performance management system to guide organizational performance
and derive business value. With this clear direction in place and commu-
nicated throughout the organization on a consistent basis, your IT
organization can develop an IT scorecard for use in measuring ongoing
operations.

Your IT scorecard must include a clear link with your overall strategy
and direction. Your IT scorecard must also cascade down to the score-
cards of each organizational component of your IT organization and link
even further directly into the individual development plans (IDPs) for
each manager and staff in your IT organization. Performance manage-
ment is at its most powerful as an enabler of organizational success when
each individual in your organization, and specifically your IT organiza-
tion, can see how individual performance goals cascade directly down
from the overall organizational strategy.

In Chapter 8, “Success Stories: Improving Service and Lowering
Costs,” we discuss in detail the successful implementation of a BSC set of
performance measures at the city of Corpus Christi, as well as the use of
performance measures in the IT organization of Neighborhood America,
an entrepreneurial social networking company in Naples, Florida.

How do you make this happen for both your overall organization and
specifically for your IT organization?

Information Sharing

Performance management is not effective if used as a punitive tool to point
out performance below targets. Performance management is best used as an
early warning system of performance-missing target measures and a means of
identifying the need for a corrective action plan to correct this lag in perform-
ance. If your organization is unaware of a developing area of lagging perform-
ance, the organization cannot develop and implement a corrective action plan.
Most of us would not want our cars to run out of fuel before realizing the level
was getting low. We use the fuel gauge to warn us of any pending need to
refuel our car. However, we recognize the reality that employee compensation
is often linked to the achievement of specific performance levels, so the culture
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Table 6-2 Linking the Use of Performance Measurement to Organizational Performance

Measures of Success Measurement-
Managed
Organizations

Non-Measurement-
Managed
Organizations

Perceived as an industry leader over the
past three years (1999–2002)

74% 44%

Reported to be financially ranked in the top
third of their industry

83% 52%

Three-year ROI 80% 43%

Last major cultural or operational change
judged to be very or moderately successful

97% 55%

of your organization must consider environmental factors that impact the
achievement of specific performance levels. If an economic downturn occurs,
performance goals must be adapted to the changing realities of macro environ-
mental factors.

The culture of your organization must support performance manage-
ment as a wise use of organizational resources to enable success for both
the organization and the individuals that compose each organization.

Studies of management-measured organizations such as the study by
Lingle and Schiemann make a compelling case for the value of using per-
formance measurement when linked to overall organizational perform-
ance, as shown in Table 6-2.7

Although a compelling case can be made for the benefits of systemic
performance measurement to the overall organization, the individuals
that make up your organization at all levels must also see the value of
this approach to their individual careers.

In many organizations, the senior leaders, managers, and staff under-
stand through trial and error what behaviors are rewarded by their
organization. In many cases, the rewarded behavior is not consistent
with the stated goals of each organization. A successful performance
measurement approach ensures consistency of cascading performance
scorecards, down to the individual level, to drive a high level of per-
formance by a consistent, measured vision of organizational success that
all members of an organization can recognize and embrace in all their
activities on behalf of the organization. To achieve this requires commit-
ment and acceptance from across the senior leadership, managers, 
and staff of your organization. Although performance measurement is
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challenging to implement, the rewards in terms of organizational per-
formance are significant and justify the commitment of organizational
resources to achieve.

The Balanced Scorecard Adapted for IT Organizations

In 1992, Kaplan and Norton first published their work on the BSC.
While including financial measures as a portion of the BSC, Kaplan and
Norton expanded their basic measurement scorecard to include measures
across four focus areas, or perspectives, including:

■ The financial perspective

■ The customer perspective

■ The internal business process perspective

■ The innovation, learning, and growth perspective

Although measuring performance in a number of focus areas is com-
monplace now across organizations, the original BSC was groundbreak-
ing in broadening the measurement of organizational performance
beyond traditional financial measures. The original BSC is represented
in Figure 6-1.

The BSC acts as a link from the strategy of your organization to the
daily operational performance of all components of your organization.
The specific measures of the BSC can be further categorized as follows:

■ Leading indicators: These are forward-looking measures, such as cus-
tomer demand and customer satisfaction.

■ Lagging indicators: These are measures that indicate where the organi-
zation has progressed, such as ROI and financial results.

Many organizations have adopted this construct of four focus areas for
measurement of organizational performance, but they must specifically
tailor it to the unique operating environment and customers of IT
organizations. Driving IT organizations to change their culture to a
more performance-driven, strategic focus requires adapting the basic
BSC construct to fit the IT environment.

A number of leading IT organizations have already begun significant
work in this area. Forrester and Gartner have both published IT 
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Financial
Perspective

How do the shareholders
see the company

Internal Business
Process Perspective

At what business processes
must we excel?

Customer
Perspective

How do the customers
see the company?

Innovation, Learning and
Growth Perspective

How will the company
sustain its ability to change

and improve?

Vision
and

Strategy

Figure 6-1 The original balanced scorecard concept from Kaplan and Norton

Table 6-3 The Original Balanced Scorecard Concept Adapted to an IT Scorecard

Balanced Scorecard Becomes Forrester8 Gartner9

Internal processes Operational excellence Operational excellence

Customer User orientation Customer

Financial Business value Business contribution

Learning and growth Future orientation Future

scorecard perspectives that translate the four perspectives in the initial
BSC into potential IT scorecard perspectives, as shown in Table 6-3.

Next, we examine each of these four BSC perspectives and how they
are tailored to the IT environment.
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Internal Processes and Operational Excellence

The current IT industry focus on the adoption and use of IT best prac-
tice frameworks, such as ITIL, supports the validity of using the internal
process perspective from the BSC as one of the initial building blocks for
an IT scorecard. But what is the significance of modulating this initial
BSC terminology to become “operational excellence” under any poten-
tial IT scorecard?

One common definition of operational excellence follows:

Operational excellence is a philosophy of leadership and teamwork result-
ing in continuous improvement throughout the organization by focusing on
the needs of the customer, empowering employees, and optimizing existing
activities in the process.10

Four elements of this definition will be critical to the success of your
IT organization in the next three to five years, including:

■ Philosophy resulting in continuous improvement: An organizational
philosophy is a common set of values or behaviors accepted as appropriate
for an organization. An organization that has a philosophy of continuous
improvement demonstrates a focus and commitment in daily operations
to identify, scope, and execute improvements to all aspects of organiza-
tional performance.

■ Focus on customer needs: In an approach made popular by Edward
Deming, an organization exists to serve its customers, and all aspects of
organizational performance should exist only if serving a tangible cus-
tomer need.

■ Empowering employees: Empowerment is an approach that relies on
employees at all levels of an organization executing their work activities
and the activities of the organization in the most efficient and effective
manner possible. This approach does not rely on top management being
directive down the organization on how to optimize operations, but
rather empowers employees to lead change in the organization on opera-
tional efficiency.

■ Optimizing activities within processes: Processes are composed of dis-
crete activities. Much focus in industry today is on optimizing processes,
but a significant amount of process optimization work is substantially
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complete in many organizations. Organizations now need to focus on
improvement at a detailed level below the process level (the activity
level).

Best practice IT organizations embrace these four elements of opera-
tional excellence. These best practice organizations recognize that it is
not enough to focus on the development and optimization of technology.
In addition to rewarding strong technical skills, these best practice
organizations also focus on operational excellence through innovative
methods such as cross-training IT staff in financial or customer relation-
ship skills, as discussed in Chapter 7, “IT Business Skills: Enabling
Customer Outcomes.”

Performance measures also encourage IT organizations to focus on the
customer. With the intense competition between internal and external
IT service providers, your IT organization must be increasingly focused
on honing in on who the customer base is and what the current and
future needs for IT products and services are. Edward Deming had it
right: You start with your customer and work backward to create an IT
organization that can deliver outstanding customer outcomes at a mar-
ket price in a timely manner to the customer needs. Customer focus is
gradually becoming equal to technological prowess in terms of the char-
acteristics your IT organization will need to adapt to be successful.

Performance measurement also helps IT organizations in their con-
stant, competitive battle to attract and retain IT professionals who can
deliver the constantly evolving range of IT products and services needed
by your internal customers. No longer can your IT executives and man-
agers succeed with only a focus on a few siloed technical skills. Your IT
leaders must gain and exhibit a broader range of skills to be successful,
including a focus on customers and financial/project management. In
return for your IT leaders developing this broader range of skills to
enable the success of your IT organization, you must be better able to
create a working environment and long-term career path needed to
retain these skilled IT professionals. In a highly competitive labor mar-
ket, your IT organization must work with your Human Resources organ-
ization to develop comprehensive compensation methods that reward IT
professionals and increase your rate of retention of IT managers and staff.

Performance measurement also helps you focus on optimizing the dis-
crete components that make up a process: the activities. Although busi-
ness process reengineering and business process improvement efforts do
an outstanding job of creating new or optimizing existing optimal
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processes, the level of best practice detail provided in leading IT process
frameworks, such as ITIL, allows for improvement at a more microlevel
in your IT organization. Specifically, when your organization is identify-
ing continual improvement opportunities, you should focus your
improvement efforts at improving specific organizational activities.
Many IT organizations are increasingly using Lean and Six Sigma to ana-
lyze and improve specific IT activities that compose your critical opera-
tional processes.

But, by far the most critical element of this definition your IT organ-
ization will need to examine and adopt is the “philosophy of teamwork
and leadership resulting in continuous improvement.” We equate phi-
losophy to organizational culture, using the Edgar Schein definition of
organizational culture:

A pattern of shared basic assumptions that the group learned as it solved its
problems of external adaption and internal integration, that has worked
well enough to be considered valid and, therefore, to be taught to new mem-
bers as the correct way you perceive, think, and feel in relation to those
problems.11

According to Schein, culture is the most difficult organizational attribute
to change, outlasting organizational products, services, founders, and leader-
ship and all other physical attributes of the organization.

To adopt operational excellence as a cornerstone of your IT organiza-
tion, and therefore as a cornerstone of your IT scorecard, requires your
IT organization to either utilize an existing culture of commitment to
operational excellence, or design and adopt a culture of operational
excellence as part of all aspects of your IT operations.

Achieving all aspects of this definition of operational excellence is a
challenge for your IT organization, and using operational excellence as
the first component of your BSC-based IT scorecard will provide your IT
organization a critical enabler to measure, adapt to, and achieve opera-
tional excellence in its complete form.

The Customer and User Orientation

The second component to allow for when considering a BSC-based IT
scorecard is a component focused on either customers or user orientation.
Are these two terms synonymous?
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Some common definitions of customer include the following:

Customer is one that buys goods or services.12

Customer is an entity that receives or consumes products (goods or services)
and has the ability to choose between different products and suppliers.13

The common elements to these definitions are those individuals or
organizations that buy, receive, or consume goods or services and who
have the ability to choose between multiple service providers. These def-
initions underscore a critical distinction between the customer that
buys, in this case, IT products and services, and the customer who
receives and consumes IT products and services.

In many operational or business units within an organization, the organi-
zational component responsible for purchasing IT products and services is
distinct from the organizational component that receives and consumes IT
products and services. For example, if a warehousing organizational unit pur-
chases a new software tool from its internal IT organization to track goods
and services in each organizational warehouse, the finance or accounting com-
ponent of this business unit may “buy” the new software tool, and the line
managers and staff in each warehouse may receive and use the software tool.

A user, by definition, uses IT products and services according to a
common definition of user:

User is a person who uses a computer or internet service, and may have a user
account that identifies the user by a username, screen name, or handle.14

A further distinction of users of IT products and services are end users,
who can be defined as follows:

End user is a concept in software engineering, referring to an abstraction of
the group of persons who will ultimately operate a piece of software.15

So, should an IT scorecard create and track a series of measures around
customers or adopt a user orientation?

Through cooperatively developing service level agreements (SLAs)
with internal and external customers, you can effectively address both
the end user and customer. The end user is actually a subset of 
customers, and therefore an effective IT scorecard should adopt as its
second critical component a customer orientation, but with a focus on
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measuring the end user requirements and experience. Based on the
requirements in an SLA, you can effectively measure both the end user’s
experience with a service and the customer’s requirements. For example,
the SLA can define that the end user may need a particular functionality
for an application, but that the paying customer, often the parent organ-
ization, is willing to pay only a defined amount of money for a given
change request. Developing this level of detail in your SLA or similar
document helps to balance and measure these sometimes competing
needs.

Financial and Business Value

For most organizations, and especially commercial organizations that
have shareholders and other investor-owned organizations, financial
measures are the most important performance measures. The primary
evolution on this component of the BSC framework has been a growing
focus on not only measuring financial activity, but also focusing on the
use of organizational resources producing value or contribution to the
organization.

This evolution of the financial component of the BSC framework is
especially relevant for your IT organization. Senior executives in organi-
zations increasingly expect that your IT organization is investing in IT
projects and IT infrastructure that directly contribute to the execution
and achievement of the overall strategies or mission of your organiza-
tion. IT executives, and specifically the CIO, must increasingly show the
direct correlation between IT investments and spending and overall
organizational success.

Many IT staff lack the training or experience to translate an IT solu-
tion into business terms for purposes of a business case. Similarly, many
business or financial staff cannot translate their needs into IT require-
ments. In Chapter 5, “IT Business Cases: Realizing IT Value,” we sum-
marize a number of strategies to bridge these gaps and develop an
effective set of financial performance measures.

ITIL provides an excellent framework for that, by including links
between IT projects, business objectives, and business impacts (see
Figure 6-2).

The methods for defining the business value of IT investments sum-
marized in Chapter 5 can also be applied to developing effective per-
formance measurement methods. This is a critical aspect of your
performance measurement system.
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Business Objectives

Improved Maintainability

Tangible Measure:
Service Delivery Costs
Target:
Lower SD costs by 30% MTRS

Lower Costs

Tangible Measure:
Repeat Rate of Business
Target:
Improve rate to 60% from 25%

Customer Satisfaction

Tangible Measure:
Customer quality surveys
Impact:
Improved industry ranking to 
1st from 3rd.

Market Image

Business Impact

Tangible Measure:
MTTR (Mean Time to Repair)
Impact:
MTTR to 2 hours from 6 hours

Figure 6-2 A single business impact can affect multiple business objectives.

Learning and Growth/Future Orientation/Future

What is the future? One common definition of the future regarding
business follows:

Future is a prospective expected condition, especially one considered with
regard to growth, advancement, or development.16

Being successful today is no guarantee your IT organization will con-
tinue to be successful in the future. Numerous external and internal fac-
tors drastically impact the ability of your IT organization to continue to
be successful. In professional sports, the same team does not win the
championship every year. However, certain franchises are able to be
highly competitive on a regular basis, when a majority of franchises
enjoy only infrequent success. What characteristics are common to fran-
chises that win on a more consistent basis?

Among the key factors for success are the following:

■ The ability to recruit and retain talented players who commit to contin-
ual success
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■ The ability to develop new strategies for success to meet competitive
challenges

■ The ability to retain existing successful strategies so the franchise is not
in continual flux

■ Owners and senior leadership who continually communicate the commit-
ment to and expectation of winning

■ Continual study of competitors for new strategies that can be adopted or
competitor weaknesses that can be exploited

Including these factors in your performance measurement system will
help ensure the future success of your IT organization by having a work-
force with the skills and abilities to execute your performance manage-
ment system.

This focus on learning and growth in your performance management
system will also address a critical success factor for any IT organization:
new or emerging technology that your customers will eventually
demand to execute their business. With so much focus on maintaining
the existing IT applications and infrastructure, and the continual need
to consolidate and retire aging technology, few IT organizations have the
time and organizational resources to devote to tracking and developing
emerging technologies. There is simply too broad a range of new hard-
ware, software, and targeted applications for any IT organization to
track the full range of new technologies.

In addition to new or emerging technologies, much of your current
technology is going to continue to evolve through almost continuous
new releases, upgrades, and patches that require attention. Your IT
organization will continue to reach inflection points where your IT lead-
ership will need to make course corrections to keep pace with technolog-
ical change. The popular media do a great disservice to internal IT
organizations by presenting new and emerging technologies often as
appearing available on a commercially viable scale when new technology
is only in the development stage. Business and operational unit managers
read about new technology and expect their internal IT organization to
have answers to a range of questions about these technologies, when
much of the resources of an IT organization are focused on the daily chal-
lenge of keeping the existing applications and infrastructure running.

Although new or emerging technologies can be interesting from a
technical view, your IT organization should track and scope the viability
of only new or emerging technologies that are relevant to the industry,
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market, or mission space of your overall organization. For example,
many companies assumed there was tremendous value for their organiza-
tion using the Internet when it first came into common commercial use
in the 1990s, but after much trial and error, a portion of businesses real-
ized that the Internet was not a key enabler of their business model.

One place to look when scanning the market for relevant new or
emerging technologies is the new technologies being adopted or tar-
geted for adoption by competitors in your marketplace. The area of busi-
ness intelligence has evolved rapidly in the past few years. Many
companies have purchased and utilized a variety of business intelligence
tools (we include under business intelligence customer relationship
management, corporate performance management, and knowledge man-
agement) to segment and dissect the buying patterns of key customer
segments. Even if a competitor either comes to market or utilizes a new
business intelligence tool that your IT organization had not identified
and targeted for implementation, the speed with which your IT organi-
zation can adopt and implement either the same tool or a similar tool is
a critical success factor for your IT organization.

Looking to the future does not mean your IT organization has perfect
vision for new or emerging technologies that enable your overall organi-
zational strategy or mission. What looking to the future does mean is
that your IT organization exhibits due professional care to do the best
job possible with your available organizational resources to scan the IT
industry and competitors for enabling tools that your organization can
adopt. It also means that if your IT organization does miss a potential IT
enabler for your organization success, the organization can react, adapt,
and implement this technology in a reasonable time frame to counter the
moves of competitors.

How Many Components Do You Need for Your IT Scorecard?

Although the original BSC construct has four focus areas (or perspec-
tives), each organization is unique and should adapt this framework to
its own specific structure. This focus is a critically important concept to
understand and apply. Specifically, your IT organization can adopt the
four perspectives in the original Kaplan and Norton model, but this is
not necessarily the optimal approach for a specific IT organization.

There have been numerous stumbles and outright failures in BSC
implementations, and one of the consistent, root causes of these failures
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is the attempt to take the basic BSC construct and apply it directly to
your IT organization. This approach can work in limited situations, but
understanding the original BSC construct is only a starting point for
developing and using an effective IT scorecard for your IT organization.

A critical concept to understand and apply to your IT scorecard is
that you can have as many or as few focus areas for your IT scorecard that
produce meaningful data for your IT organization to make decisions to
continually improve your IT operations.

We discussed four potential focus areas for your IT scorecard: opera-
tional excellence, customer, business value, and future orientation.
However, our discussion points to additional potential focus areas that
would warrant a distinct additional component to your IT scorecard.
These areas include employee commitment, user orientation, environ-
mental scanning, and innovation.

We recommend a phased approach to the development of your IT score-
card based on your unique IT organization. Specifically, for the development
of your initial IT scorecard, we suggest adding three components:

■ Customer

■ Operational excellence

■ Business value

This recommendation is based on the fact that your IT organization
must attract and retain customers. The customers must perceive that
your IT organization is providing IT products and services that enable
the customers to add value to the overall achievement of their organiza-
tional strategy and mission. You drive achievement of satisfied cus-
tomers by driving waste out of your IT operations, and you do this by
adopting or enhancing a philosophy of excellence in all aspects of your
IT operations.

Achieving an effective IT scorecard that captures meaningful KPIs in
these three components will take significant time and commitment of
organizational resources. The next two components for an IT scorecard
you should consider are:

■ Future orientation

■ Employee commitment
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These components should be developed as your IT scorecard matures
as a decision-making enabler for the IT organization.

After you have created your initial groupings, the IT scorecards must
contain the appropriate level of detail to produce meaningful data for
your IT organization to make decisions to continually improve your IT
operations. Defining your IT scorecard components clearly and concisely
provides the boundaries for development for the specific KPIs you will
track and utilize as an organization.

A successful IT scorecard will develop and adopt to many components or
focus areas by defining a grouping of individual KPIs to utilize within each
component. Resistance to the use of an IT scorecard and individual KPIs is
not uncommon in IT organizations. Part of this resistance is a legitimate con-
cern that many IT scorecards in use do not produce meaningful information
for IT decision makers to make course corrections to IT operations. However,
resistance to IT scorecards also occurs because some IT managers and staff do
not want to be measured.

Common Performance Measurement Software Tools

The business intelligence software market, which includes perform-
ance management tools, has consolidated significantly in the past several
years. These software tools provide managers with robust methods to
develop performance management systems. The three largest software
vendors in this market space are:

■ IBM, primarily through the acquisition of Cognos® in November 2007

■ SAP, primarily through the acquisition of Business Objects in October
2007

■ Oracle, primarily through the acquisition of Hyperion in March 2007

Although these are not the only software offerings in the business
intelligence market space, these acquisitions point to a consolidation of
the software available as a foundation for an organizational performance
management system. Specifically, they point to the development of a
specific IT scorecard for your IT organization.

Your initial consideration of an approach to development of a new IT
scorecard, or enhancement of any existing IT scorecard, should consider
whether you are utilizing any of the three software offerings listed previ-
ously somewhere in your broader organization. This exercise may seem sim-
ple, but in highly decentralized, geographically dispersed organizations, it
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may be difficult to determine whether any of these software offerings are
already in use in your organization.

Managing Development and Use of Your IT Scorecard

Many of the steps to successful development, deployment, and ongoing
use of your IT scorecard are similar to the process for adoption of the ITIL
framework for your IT organization. You must do the following:

■ Obtain executive sponsorship for your IT scorecard project.

■ Select and empower a cross-functional internal team to develop the initial
IT scorecard.

■ Consider use of an external consultancy or individual expert to guide
your project.

■ Charter the project with a clearly defined timeline to completion and
measures of success, define key milestones, and define the total organiza-
tional resources required to execute the project.

■ Develop a list of key stakeholders to the project and reach out to these
various stakeholder groups on a regular basis to communicate ongoing
project activities.

■ Rigorously track the progress of the project and take corrective action if
at any time the project is failing to achieve key milestones and success-
fully achieve project measures.

So what is different about an IT scorecard development and adoption
project versus an ITIL adoption project?

There are five factors you must consider in your IT scorecard project
that are unique to this project:

■ You should determine whether you are going to have committed, full-
time staff dedicated to an organizational unit in your IT organization to
track and report on your IT scorecard or embed these activities within
existing organizational components in your IT organization.

■ You should consider segmenting out your application development and
application maintenance performance measures from your performance
measures for your infrastructure/ongoing operations performance measures.
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■ You should consider the use of benchmarking to compare both your cur-
rent performance measures and desired future state performance measures
against some measure of desired performance commonly accepted in the
IT industry.

■ You must include your enterprise architect or specifically your data archi-
tect in the development of the IT scorecard because most IT organiza-
tions have a tremendous amount of existing data that can be mined using
business intelligence tools to populate the performance measures you
decide to track using actual data.

■ You should be sure whatever IT scorecard you develop is ITIL conformant.

Organizational Positioning of Your IT Scorecard Activities

When an organization is taking on a new skill or activity, it is com-
mon to create an organizational component to specifically tackle this
new activity. A focused, rigorous approach to performance management
is often a new activity for many IT organizations. Therefore, many IT
organizations will create a dedicated performance management organiza-
tional component to be the focal point of performance management
activities. Although this organizational component can be relatively
small compared to the overall IT organization, many IT organizations
use this approach of a dedicated performance management team to sig-
nal to the IT organization that this is a significant focus for the organi-
zation requiring dedicated resources and to emphasize that this
organizational component will apply and also continue to develop orga-
nizational expertise around IT performance management. Frequently,
this performance management organizational component is embedded
into a continual service improvement (CSI) unit.

This approach presents several risks. The most significant risk of this
type of organizational model is that the performance management team
becomes disconnected from the daily operations of your IT organization
and quickly becomes ineffective at tracking meaningful performance
measures for IT decision makers. Without being directly embedded in
each of your IT organization’s business units, the performance manage-
ment organizational component will become quickly marginalized
because it does not work within the IT units to track performance
measures. One approach to minimize this potential risk is to rotate IT
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line managers and staff through the performance analysis unit on fixed
rotations.

The importance of performance measurement must be communicated
continuously within your IT organization, reinforced as being part of a
culture of CSI, and positioned organizationally and physically, to indi-
cate its significance to the ongoing IT operations.

There are two effective alternatives to creating a stand-alone perform-
ance management organizational component:

■ Embed your performance management analysts within each of your exist-
ing IT organizational components and have these analysts report in a
matrix organizational design to a senior IT leader, such as the deputy
CIO, who has a view across the IT organization.

■ Have a small, dedicated performance management group but have this
group report directly to the CIO or deputy CIO. The CSI unit should
contribute to any service improvement plans (SIPs) resulting from
reviews of performance measures.

The benefit of both of these organizational designs for your perform-
ance management units is that it shows the importance of these activi-
ties to your IT organization. It does so by the positioning of being a
direct reporting function to the CIO and deputy CIO and providing
meaningful information to key IT decision makers without any potential
filtering or intervention by lower-level IT managers or staff.

Segment Your Application Development and Application
Maintenance Performance Measures

Application development (AD) and application maintenance (AM)
consume a large portion of the overall resources in some IT organiza-
tions. In these cases we recommend that you develop an IT scorecard
specific to AD. This AD scorecard should be a more tactical, detailed
scorecard than the overall IT scorecard you develop to measure and
improve the performance of your overall IT organization. Using the
Kaplan and Norton framework, this cascaded scorecard should be con-
solidated into your overall IT scorecard.

AD and AM continue to receive significant focus in IT organizations.
Application projects typically are not started without a rigorous
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PERFORMANCE MEASUREMENT CASE STUDY

We were at a client site and attended a meeting of the perform-
ance measurement team (PMT) that was responsible as part of a
large-scale system implementation for developing and tracking
performance measures. What was immediately evident was that
the PMT had limited knowledge of what activities were occurring
within the software and hardware development teams and had
limited, if any, contact with these development teams. The PMT
was physically operating in a building in a different part of the
city from the development teams and was relying on posted infor-
mation of development activities on an intranet site to attempt to
develop initial performance measures, targeted future state
desired performance levels by performance measures, and time
intervals for achievement of the targeted future state perform-
ance levels. Although senior leadership at the client clearly had
communicated the importance of cycle time for selected organi-
zational activities as critical success factors, the PMT was prima-
rily focused on common project management performance
measures, including lines of code (LOCs) and error rates.
Following were some of the drivers of this apparent disconnect:

■ The PMT leader indicated that the PMT perceived that they
were an unimportant activity to the overall organization,
and that their efforts were marginalized by leadership of the
project.

■ The physical separation of the PMT created a perception of
being disconnected from the project.

■ The PMT leader and staff indicated that the culture of their
organization was not committed to CSI.

■ The PMT leader indicated the PMT staff in general were poor
performers, or “short timers,” who had been staffed to the
PMT as a place to “keep them busy.”

When we discussed the situation with the overall project leader-
ship team, they indicated that they considered performance
measurement to be a critical part of the project. This indicates
that some level of disconnect was occurring within the project,
and it was related to the effective tracking and use of perform-
ance measures.
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business case analysis, and with each business case producing a target
rate of return that exceeds the target hurdle rate for IT investments in
your organization. A majority of common application performance meas-
ures in use by IT organizations would fall in the two components we
defined for your overall IT scorecard of operational excellence and busi-
ness value.

Under the AD and AM scorecard component of operational excel-
lence, we put performance measures related to productivity and quality.
Productivity measures in the AD environment should focus on the pro-
ductivity of your developers in general. This component would focus on
throughput—specifically, how many LOCs your developers generate on
a consistent basis. Quality measures would focus on the error rate in the
generated LOCs. Generating a high volume of LOC is virtually mean-
ingless if both the error rate in the generated code is excessive and the
functionality being created by the generated code does not meet the
required functionality of the customer. The functionality issue is a per-
formance measure linked to the “customer” segment of your AD score-
card but is mentioned here to stress the connectivity of the various
components of the AD scorecard. We recommend also including in this
component a measurement of time required to repair errors in generated
code.

Under the AD scorecard component of business value, we recommend
grouping your financial measures of the financial return generated by
the commitment of organizational resources to specific AD projects.
Your organization should commit organizational resources only to AD
projects that produce software that enables the execution of your organi-
zational strategy. The link of your AD investments directly to your orga-
nizational strategy must be measured and acted upon. AD projects that
do achieve the projected financial returns defined in the initial business
case for each project must be reviewed for either termination, if the AD
project does not appear to be able to generate sufficient financial returns
to justify the ongoing commitment of organizational resources, or tar-
geted for corrective action so that the original projected financial returns
can still be obtained with a focused intervention. Your AD scorecard can
prove invaluable as an early warning system for AD projects that are not
on schedule to obtain required results for your organization.
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Use Benchmarking for Your IT Scorecard

Benchmarking is a continual improvement tool that can be highly
effective in improving organizational performance when properly
applied. Benchmarking is not a solution to all the failures of any organi-
zation. It is a tool. It is one among many business discipline tools that
can be used to solve specific, well-defined problems, but it is not a cure-
all for poor organizational performance.

In general, benchmarking is a process organizations use to compare
their performance against the performance of external organizations that
are considered to have “best practices” in a specific area relevant to your
organization. For example, Company ABC might have a highly efficient
accounts payable process, supported by technology enablers. If your
organization is struggling to make payments on a timely, accurate basis,
you may compare your processes and supporting technology enablers
against the payment approach at Company ABC to determine whether it
is economically justifiable for your organization to adopt the payment
practices at Company ABC. This is a common benchmarking effort. You
select specific areas of lagging performance in your organization for
improvement. You identify external organizations that are considered to
have leading performance in the specific area you selected for improve-
ment within your organization. You study the specific activities in use at
this external organization and determine whether you can adopt these
activities into your organization to improve performance.

Benchmarking is often a misunderstood and misapplied business dis-
cipline. Xerox is generally credited with developing and using the con-
cept of benchmarking in the early 1980s. One common misconception
about benchmarking is that you select only external organizations in
your industry as target benchmark organizations. There are several ways
to select target organizations, including:

■ Functional benchmark organizations: You may have selected your
payment processes for improvement. Although your organization may be
a commercial bank, you can select target benchmark organizations from
across any industry segment that exhibit best practices in payment
processing. Payment processing is a functional skill, not specific to a
specific industry. Best practice payment processing may occur in a retail
company, not a commercial bank, but is applicable to your banking
organization.
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■ Internal benchmarking: You may have multiple organizational compo-
nents in your organization that execute a common activity, such as pay-
ment processing. Before looking outside your organization for target
benchmark organizations, consider looking internally across the organiza-
tion to see whether a best practice approach to payment processing exists
within one of your organizational components, and share this approach
across the organization. This is a common approach to benchmarking in
large, geographically dispersed organizations. For example, your operat-
ing unit in Ireland may have best practices for payment processing, but
these best practices are not in common use across your global organiza-
tion. An internal benchmarking approach is often a cheaper, faster alter-
native to external benchmarking.

■ Competitor benchmarking: This is a common approach to benchmark-
ing. When attempting to improve your operations in a skill set specific
to your industry, you may target benchmark organizations only within
your competitor community. For example, if your ATM operations for
your commercial bank are lagging behind your competitors in the bank-
ing industry, you may look only within your competitor community to
find best practices for ATM operations.

A number of commercial organizations provide benchmarking services
and publish benchmarking reports on specific areas under common study
across industries, such as payment processing. A number of the large
consultancies provide benchmarking services, either on common areas of
benchmarking, or will conduct customized benchmarking studies for
specific clients.

The biggest risk of benchmarking, however, is it limits the creative
process within the organization to look for new solutions to lagging
internal performance. Benchmarking is inherently copying the approach
to a performance area that another organization is already executing.
Benchmarking is not a tool to develop new solutions to existing prob-
lems, so by using this tool, you are limiting the number of solution
alternatives you can generate. What, then, is the relevance of bench-
marking an IT organization?

Benchmarking should be applied against three areas of your IT
organization: processes, performance measures, and organizational
design.
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SHARED SERVICES CASE STUDY

Our client organization wanted to create and run a shared serv-
ices center to handle basic transaction processing activities in
accounting, human resources, and Information Technology. The
client organization had ten sites geographically dispersed across
the United States. Each site had staff to perform this basic
transaction processing activity just for its specific site. The driver
to create a shared services center was to eliminate this duplica-
tion of effort and consolidate this activity in one location.

In developing a shared services model for this client organiza-
tion, we took the client project team to five shared services cen-
ters across a number of industries. After visiting the five
benchmarking sites, the client project team was able to discern
common best practice elements to a shared services center. The
shared services center was not a core activity for the client organ-
ization or for any of the five benchmark partners visited by the
client project team. This is an example of highly effective func-
tional benchmarking to strive toward industry best practices.

PROVISIONING CASE STUDY

A client organization wanted to reduce its backlog of servers to
be provisioned and improve average cycle time for server provi-
sioning. Given that this was a specific, limited problem, the
client decided to benchmark internally to see whether a best
practice existed within the current IT operations. This IT organi-
zation consisted of five operating units, and unfortunately from
an efficiency perspective, all five operating units were provision-
ing servers in the primary data center. After forming a cross-
functional internal benchmarking team to study the provisioning
backlog, a new approach was created for server provisioning
based on existing practices within one of the five IT operating
units. This approach solved the provisioning problem without
chartering a long-term benchmarking project.



6: IT Performance Management: Defining Success 209

Process Benchmarking
In our view, common best practice IT frameworks, such as ITIL,

attempt to capture the full range of best practices needed by IT
organizations across the globe. While capturing best practices for IT
organizations in both performance measurement and organizational
design, the ITIL framework is primarily focused on the processes within
IT organizations. Therefore, a common and effective approach to IT
benchmarking is the use and adoption of either ITIL or other leading IT
industry best practice frameworks. Adoption of portions or all the ITIL
framework is discussed in detail in Chapter 3, “Adopting IT Service
Management Using ITIL.”

Performance Measures Benchmarking
After you have selected the overall components of your IT scorecard

and the specific performance measures you will target for adoption in
each component, you need to consider the following:

■ What is the current performance level of your IT organization against
each individual performance measure you select to track and use for CSI?

■ What is the target, or future, performance level your IT organization
wants to achieve? (This is where the use of industry benchmarking is
most effective.)

■ What is the time interval for achieving your target performance level for
each individual performance measure?

For example, if your IT organization has a mean time to repair
(MTTR) for a system outage currently of 6 to 8 hours, your IT organiza-
tion should consider benchmarking, or comparing, this MTTR against
average performance levels for target benchmark organizations. If lead-
ing IT organizations have an MTTR of 5 hours, your IT organization
could adopt a target, or future, performance level of MTTR of 5 hours.
The next decision your IT organization would need to make is how
quickly a target performance level of MTTR of 5 hours can be consis-
tently achieved. We refer to a desired future performance level as a target
and the length of time needed to achieve the target as time intervals.

Two key considerations your IT organization will need to make in the
development of targets and time intervals for your IT scorecard perform-
ance measures are:
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■ Does your organization need to achieve best practice performance levels?

■ Do the benefits to the organization of achieving best practice perform-
ance levels justify the commitment of organizational resources needed to
obtain these performance levels?

Many of the activities performed by IT organizations for their cus-
tomers are not mission-critical activities for the customers. Therefore,
IT organizations do not always benefit their customers by achieving best
practice performance levels on activities that are not mission-critical to
their customers. Achieving high performance levels often comes at a cost
to any organization. As you develop your IT scorecard, you must give
significant cost considerations to which performance measures track per-
formance that are critical to your customers. Many of your customers
will have a select portion of the applications that your IT organization
runs as being considered mission critical. Your customers will expect,
and sometimes demand, high performance levels related to support for
this segment of mission-critical applications. Other applications, not
considered mission critical by your customers, will not be expected to
perform at a best practice level of performance.

When you work with your customers to develop the performance
measures that are embedded in negotiated SLAs, your customers will
indicate the priority of the various applications you will support for
them based on their manifested need for high performance out of
selected, mission-critical systems. Benchmarking activities targeted at
performance measures in your IT scorecard should focus on specific per-
formance measures that tie to customer satisfaction.

Some specific IT benchmarking organizations benchmark specific areas of
IT performance. Among these IT benchmarking organizations are:

■ Standard Performance Evaluation Corporation (SPEC): This non-
profit was formed to establish, maintain, and endorse a standardized set
of relevant benchmarks that can be applied to the newest generation of
high-performance computers (www.spec.org).

■ Transaction Processing Performance Council (TPC): This nonprofit
was founded to define transaction processing and database benchmarks
and to disseminate objective, verifiable TPC performance data to the
industry (http://tpc.org).

http://tpc.org
www.spec.org
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Gartner and Forrester Research also provide high-quality benchmark-
ing studies conducted at specific performance areas for IT organizations.
While most major consultancies also provide strong benchmarking capa-
bilities, SPEC, TPPC, Gartner, and Forrester are among the industry
leaders in IT benchmarking and provide excellent starting points for
your IT scorecard development and evolution.

Organizational Design Benchmarking
Although benchmarking of IT processes and related performance

measures have a large body of existing service providers and supporting
quantitative data, the area of benchmarking of organizational design for
IT organizations is more embryonic.

Much discussion continues to occur in the IT industry around the fed-
erated, centralized, and decentralized IT organizational design models.
However, no clear best practice model has emerged. This is largely due
to the wide diversity of size and scope of commercial, nonprofit, and
government organizations. This diversity of organizations makes devel-
opment of a one-size-fits-all solution to IT organizational design diffi-
cult to achieve. The evolving role of the CIO and the emergence in many
organizations of a chief technology officer (CTO) also results in a diver-
sity of IT organizational designs.

Benchmarking of IT organizational designs often must be accom-
plished by selection of external benchmark partner organizations for
study. A common approach to selecting IT organizations for potential
benchmarking is to look at organizations of the same size and scale as
your organizations. For example, we had a client IT organization
attempting to make a decision about how to combine its legacy applica-
tions development unit with its emerging, large-scale application devel-
opment unit. As part of this organizational design project, we selected
several target benchmark organizations in the same industry as our
client, with the same national footprint, to see how these target bench-
mark organizations structured their legacy and new application develop-
ment groups.
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Involve Your Enterprise and Data Architects Early in the
IT Scorecard Development

Your IT scorecard, either at the IT organizational level or any of the
cascading IT scorecards (such as an AD scorecard), must accurately
capture the current performance level of each performance measure you
decide to track and use to make decisions to improve the performance of
your IT operations. IT organizations typically have a significant amount
of existing data about the performance of ongoing IT operations.
Unfortunately, this data is often captured in a variety of disparate,
unconnected systems and applications that make capture and centralized
reporting of performance difficult, if not impossible.

You must include either your enterprise architect (EA), or data archi-
tects, in the initial planning and development efforts around develop-
ment of all levels of your IT scorecard. Nothing will doom a
performance management project to quicker failure than developing a
meaningful set of individual performance measures, grouped into logical
components, but populated with inaccurate, if not outright wrong, per-
formance data. Making business decisions with inaccurate data results in
significant risks to all aspects of your organization and immediately
undermines the credibility of your efforts toward holistic performance
management.

A good data architect or data analyst can be one of the critical drivers
of successful IT scorecard development and adoption. The data captured
in your IT scorecard must be accurate. A lack of quality data will imme-
diately call into question the validity of performance management in
your IT organization. Recovering from a failed, initial performance man-
agement project in an IT organization is a long, difficult process.
Involve your data architect early in any performance management proj-
ect, especially for IT organizations that are in the early stages of per-
formance failures. Decision makers in your IT organization need
accurate performance data if they are to make decisions to improve their
IT organization to better 1) align your IT organization to your organiza-
tional strategy or mission, and 2) achieve operational excellence in your
IT operations, which requires accurate, quality performance data.
Essentially, you need to convert data to meaningful information for the
decision makers in your IT organization to utilize to continually
improve performance, including the development and implementation
of SIPs. ITIL takes this concept a step further and considers that your IT
organization actually needs to convert data to information but further
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evolve information into knowledge and eventually wisdom (data 
information knowledge wisdom).

Although a number of excellent software tools exist to pull data from
disparate parts of your enterprise architecture, you cannot underestimate
the organizational resources that must be committed to the capture and
reporting of quality data during the initial stages of a performance
measurement implementation.

Ensure Your IT Scorecard Is ITIL Conformant

ITIL has become the de facto best practices standard in the IT indus-
try. Woven throughout the various elements of the ITIL lifecycle are
performance measures. As you develop an IT scorecard, consider whether
the performance measures you are adopting conform with the recom-
mendations around performance measurement of the ITIL framework. A
number of consultants and software vendors providing ITIL services list
their performance measurement approaches and supporting technology
as being ITIL conformant.

There is no magic to your IT scorecard being ITIL conformant.
Review the performance measurement components of ITIL. Compare the
overall components of your proposed IT scorecard (that is, operational
excellence, customer, future orientation, business value) against the ITIL
framework and determine whether your IT scorecard is consistent in
intent and execution with the ITIL framework. This is a good method to
check that your approach to performance management, using tools
including your IT scorecard, is consistent with current IT industry best
practices. This will enhance the credibility of your performance manage-
ment approach for your IT organization, both within your IT organiza-
tion and with your critical customers and broader stakeholders. An
ITIL-conformant IT scorecard indicates the IT scorecard is consistent
with industry best practices, which is one indicator that an IT scorecard
is capturing performance measures consistent with industry practices to
use for improved decision making.

How Do You Populate Your IT Scorecard with Individual
Measures?

The number of individual performance measures utilized by various
IT organizations is almost unlimited. A number of excellent
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publications provide comprehensive lists of literally hundreds of indi-
vidual IT performance measures in common use in industry, including:

■ Gartner’s IT Performance Measures Quick Reference Guide, which captures
more than 300 IT performance measures, segmented by operational
excellence (196 measures), customer (29 measures), business contribution
(31 measures), and future (52 measures)

■ Janco Associates’s Metrics for the Internet, Information Technology, and Service
Management: A Handiguide17

When you begin development of your initial IT scorecard, the devel-
opment and selection of the initial overall components of your IT score-
card will heavily drive the selection of individual performance measures
for your IT organization to utilize. In the initial stages of your IT score-
card project, your cross-functional team will have to give tremendous
upfront thought to what exactly the critical drivers of performance for
your organization are and how your IT organization supports execution
of these drivers.

Many best practices IT organizations focus on performance measures
related to operational excellence. How long was the network down?
What is the average time to provision a server? What is the capacity of
the infrastructure? These types of operational measures are important,
typically measured by existing network tools, and are relatively easy to
capture and measure on an ongoing basis.

We also recommend that you focus on developing performance meas-
ures against the high-level financial measures of an overall IT organiza-
tion that are typically in place and measurable. What amount of the
organization’s overall budget is consumed by IT? How is the IT budget
allocated among application development, operation/maintenance, and a
variety of infrastructure activities? What are the trends in IT spending?

The performance measurement areas that are more difficult to define
and measure effectively are measures related to customer satisfaction,
including user orientation, and financial measures related to business
value of IT operations to the organization, not just high-level financial
measures such as IT spending as a percentage of the organization’s over-
all budget.

Commitment of significant organizational resources to define upfront
the necessary performance measures to be captured and reported on for
your IT scorecard is a critical success factor for your IT organization.
Much care and thought will need to be applied to this effort, and
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healthy, spirited debate will need to occur to truly achieve clarity on
what performance measures will be most useful for your IT organization
to use to continually improve service to your customers. Careful trade-
offs will need to be made between the cost and difficulty of tracking and
reporting on performance measures versus the benefits to your IT organ-
ization from this ongoing effort.

Links to Other ITIL Framework Components

The ITIL framework is a comprehensive body of knowledge of IT leading
practices codified into a service lifecycle framework. Every component of the
ITIL should be measured. Your IT scorecard and supporting cascading
scorecards will need to measure the specific components of the ITIL frame-
work you have decided to adopt for your IT organization:

■ The operational excellence component of your IT scorecard should
include measurements of critical business processes, including demand,
capacity, and availability management.

■ The business value component of your IT scorecard should include meas-
urements of service portfolio management, chargebacks, critical financial
processes (such as accounting, charging, and budgeting).

■ The customer component of your IT scorecard should include service
level management, specifically the management of SLAs, and customer
satisfaction.

■ The future orientation component of your IT scorecard should include
many of the components of your service strategy and service design.

Sample IT Scorecard

Figure 6-3 illustrates a notional IT scorecard for an IT organization.
This notional scorecard is composed of the three overall components rec-
ommended earlier in this chapter: operational excellence, customer, and
business value. This notional scorecard is further segmented under each
component into four subsets focused on operating elements of your IT
organization.

The purpose of this notional IT scorecard is to show how a complete
IT scorecard may be presented. Although limited in the number of 



The Business of IT

How to Improve Service and Lower Costs216

Operational
Excellence

Customer Business
Value

Application
Development

Application
Maintenance

Infrastructure

Project
Management

•Defects per 1000 lines of
code

•Defects per function point

•Applications development
productivity

•% uptime of core 
applications

•Time to implement
modifications

•# of critical outages

•% of projects late

•% of projects completed
within budget

•% of projects delivering to
scope and schedule

•

•

•

Average storage capacity
utilization

% WAN utilization

Average network capacity
utilization

•# of effective client partners

•Customer satisfaction

•End user satisfaction
index

•Level of user satisfaction
with IT services

•Outcome of focus groups
with users

•Post acceptance satisfaction

•Project sponsor satisfaction

•Users project rating

•Project team project 
evaluations

•Score on annual user 
survey

•Corporate Help Desk user
satisfaction

•Customer satisfaction level
by index

•# of projects delivering
expected value

•IT involvement index in 
new applications

•% development budget by
business objective

•Maintenance as a % of
development budget

•# of months since last
project portfolio review

•% of projects aligned to 
business objectives

•% of projects focused on
cost reduction

•Infrastructure alignment
index

•Reduction in infrastructure
budget from prior year 

•Alignment to business 
objectives

Figure 6-3 Notional IT scorecard

performance measures in use, it provides a view of how IT performance
measures can be grouped both by the BSC components tailored to IT
organizations, and by organizational components or focus areas for IT
organizations.

Next Steps

The development and implementation of a meaningful performance
management framework for your IT organization is challenging but can
be accomplished through thoughtful work and commitment. The BSC
concepts provide a strong foundation for a performance management
framework and can be adapted for use in your IT organization.
Performance management is a part of all aspects of your IT organization.
You must measure yourself to commit to a culture of CSI, which is a
critical success factor for IT organizations going forward. You need to
strike a careful balance between the commitment of your organizational
resources to performance management and measurable benefits to your
organization from its use. In addition, your IT managers and staff must
have the required skills to develop, execute and evolve performance
management. In the next chapter, we discuss the critical need for IT
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organizations to identify both critical skill sets needed to execute cur-
rent operations, but also to identify future skill sets needed for your IT
organization, and develop and execute a plan to obtain these skills.
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Government Accountability 
Office, 147

“Grocery Manufacturers Association
IT Survey,” 145

growth, top-line revenue growth, 250

H
hardware, categorizing expenses, 111
Haughwout, Jim, 248
HCM (human capital 

management), 61
HIPAA (Health Insurance Portability

and Accountabilty Act), 228

I
IBM

“Grocery Manufacturers Association IT
Survey,” 145

Zodiac method, 151
“IBM Global Business Service,

Making Change Work” study, 57
IBM’s Tivoli Usage and Accounting

Manager (TUAM), 98
identifying

infrastructure issues, 240
intangible costs, 135
IT resources and services, 96-98
services, 96-98
skill development, 231
staff to help with ITIL adoption, 59-61
trends for improved service, 241

implementing IT financial
management maturity model, 
99-100

improving
business practices, 4-5, 254

CSI model, 255-256
integrating business discipline, 257-259

cost type links, 120
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ongoing stakeholder management and,
79-81

planned completion of project, 83-84
intangible costs, identifying, 135
integrating

business discipline, 257-259
financial management activities, 95-96

internal benchmarking, 207
internal processes, operational

excellence and, 191-193
internal rate of return (IRR), 140, 144
introductions, business case

structures, 158-160
investments, 155
IRR (internal rate of return), 140, 144
IT (Information Technology), role 

of, 56
IT accounting, 92-93

improving processes to become profit
centers or business partners, 
117-120

linking, 117-119
improving value services, 110-111

applying consistent methods for actual
costs, 114-116

categorizing expenses, 111-113
service recording, 113

IT budgeting, 94
continuous improvement through

business cases, 133
improving, 131

cost-focused IT budgeting, 131-132
to become profit centers or business partners,

132-134
IT budgeting process, 92
IT budgets, service-based 

budgeting, 133
IT business certifications, 232
IT business skills, 223-224

business processes, 225
financial accounting and finance, 226

IT accounting process to become profit
centers or business partners, 117

improving, 120
linking, 117-119

IT accounting to value services, 
110-111

applying consistent methods for actual
costs, 114, 116

categorizing expenses, 111-113
service recording, 113

IT budgeting, 131
cost-focused, 131-132
improving to become profit centers or

business partners, 132-134
IT business skills, 229

for existing staff, 229-231
methods for, 231-233

IT charging based on services, 120
to become profit centers or business partners,

128-130
cost center charging methods, 122-128

IT financial management, 91
to improve service and lower costs, 110

service, 6-8
with IT business skills, 221-222

incidents, 36
increasing customer focus, 249
indirect costs, 112
information sharing, performance

measurement, 187-188
information technology skills, IT

business skills, 228-229
informational investments, 155
infrastructure costs, 111
infrastructure issues, identifying, 240
institutionalizing ITSM change

initiative, 78-79
enabling CSI, 84-86
in-progress survey of ITIL acceptance,

81-83
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goals, 220
improving service, 221-222
lowering costs, 222-223

improving, 229
for existing staff, 229-231
methods for, 231-233

information technology skills, 228-229
managerial accounting, 227-228
regulation, 228

IT charging, 93
based on services, 120

cost center charging methods, 122-128
to become profit centers or business partners,

128-130
IT charging processes, 92
IT costs, lowering, 8-9, 11

with CSI model, 255-256
IT financial management, 2, 89-90

charging processes, 92
developing roadmaps, determining

maturity, 101-102
business partners, 105-106
cost centers, 103
profit centers, 104-105
reactive, 102

establishing goals, 107-108
CSI, 108-109

improving, 91
by improving service and lowering 

costs, 110
integrating, 95-96
IT accounting. See IT accounting
IT budgeting process, 92
maturity model, 99-100
service-based, 91

accounting, 92-93
budgeting, 94
charging, 93
identifying IT resources and services, 

96-98
value added financial management

activities, 94

value-added financial management
activities, 134

demand modeling, 136-137
optimizing costs, 137
service valuation, 134-135

IT investments
business cases, 140-141
measuring benefits of, 174-176

balanced scorecards, 175
selecting, 173

developing evaluation criteria, 173
developing evaluation teams, 173
establishing quick and transparent

processes, 174
value of, 8-11

IT lifecycle, components of IT service
portfolio, 28

IT organizations
balanced scorecards, 189-190

components for, 198-200
customers and user orientation, 193-195
financial and business value, 195
internal processes and operational

excellence, 191-193
learning and growth/future

orientation/future, 196-198
performance measurement software 

tools, 200
future of, 259-260

alignment of IT to the customer and
enterprise, 261

business discipline, 263
pressure for results, 262-263
service innovation, 261-262

optimizing, 14
realizing business objectives for, 11-12

IT performance management. See
performance management

IT Performance Measures Quick
Reference Guide, 214

IT processes, defined, 5
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ITIL (Information Technology
Infrastructure Library), 3, 235

adopting, identifying staff to help with,
59-61

CSI (continual service 
improvement), 21

implementing, case study, 63-65, 
71-72

ITSM (IT service management), 22
lifecycle elements of, 20
locating current information for, 23
overview, 19-21
resources for, 23
service, 22
service design, 20
service management, 22
service operation, 21
service strategies, 24-27
service strategy, 20
service transition, 20
specialized organizational 

capabilities, 22
training, 67

ITIL certifications, 67
ITIL framework, links to other

components, 215
ITIL-officialsite.com, 23
ITSM (IT service management), 2, 

17, 253
ITIL, 22
locating current information for, 23
resources for, 23

ITSM change initiative
enabling CSI, 84-86
external consultants for, 67
institutionalizing, 78-79

in-progress surveys of ITIL acceptance, 
81-83

ongoing stakeholder management and, 
79-81

IT resources
best practices for spending, 147
identifying, 96-98

IT scorecards
application development and

application maintenance, 203-205
benchmarking, 206-207

organizational design benchmarking, 211
performance measures benchmarking, 

209-211
process benchmarking, 209

involving enterprise and data architects
in development, 212-213

ITIL conformant, 213
managing, 201-202

organizational positioning of activities,
202-203

populating with individual measures,
214-215

samples, 215-216
IT service catalog management, 34-38

case studies, 37
IT service catalogs, locating

information, 38
IT service level management. See SLM

(service level management)
IT service management. See ITSM (IT

service management)
IT service portfolio management, 

27-31
case study, 31
leveraging, 32

IT service portfolios
components of, 28
planning, 29

IT service strategies, 24-27
evaluating, 27

IT services, cost-focused IT
budgeting, 131-132

IT spending, optimizing, 3
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managing, 61-62
chartering the project, 65-69
developing strategies for, 69-71
mapping processes for improvement, 75-78
readiness for change, 62-64
risk determination and mitigation, 73-74
selecting specific ITIL elements for

adoption, 71-73
planned completion of project, 83-84

itsmwatch.com, 38

K
Kaplan, Dr. Robert, 179, 189
key terms, defining for business case

processes, 150-153
Kiriakou, Charlie, 242
KPIs (key performance indicators),

182-183, 200

L
lagging indicators, balanced

scorecards, 189
leading indicators, balanced

scorecards, 189
learning and growth, balanced

scorecards, 196-198
Lev, Baruch, 135
leveraging

service portfolio management, 32
technology for organizational 

change, 239
lifecycle elements of ITIL, 20
linked performance measures, 

186-187
linking costs to service portfolios,

117-119
links to ITIL framework 

components, 215

locating
current information for ITIL and 

ITSM, 23
IT service catalog information, 38

lowering
costs of IT services

focus areas, 12
by improving financial management, 110
with IT business skills, 222-223

IT costs, 8-11
with CSI model, 255-256

M
“Making Change Work” study, 57
managerial accounting, IT business

skills, 227-228
managing

IT scorecards, 201-202
application development and application

maintenance, 203-205
benchmarking, 206-207
benchmarking, organizational design

benchmarking, 211
benchmarking, performance measures

benchmarking, 209-211
benchmarking, process benchmarking, 209
involving enterprise and data architects in

development, 212-213
organizational positioning of IT scorecard

activities, 202-203
ITSM change initiative, 61-62

chartering the project, 65-69
developing strategies for, 69-71
mapping processes for improvement, 75-78
readiness for, 62-64
risk determination and mitigation, 73-74
selecting specific ITIL elements for

adoption, 71-73
mapping processes for improvement,

75-78
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N
NA (Neighborhood America), 

246-249
NETWARCOM (Naval Network

Warfare Command), 242-246
newscale.com, 38
Nilekani, Nandan, 26
NMCI (Navy-Marine Corps 

Intranet), 242
Norton, Dr. David, 179, 189
NPV (net present value), 94, 104, 

140, 144

O
O&M (operation and maintenance), 60
O’Donnell, Glenn, 96
OCM (organizational change

management), defined, 47
“off-peak” billing rates, 95
Office of Management and Budget

(OMB), 147
OGC best practices site for ITIL

practices, 23
OLAs (operating level agreements), 43
OMB (Office of Management and

Budget), 147
operation and maintenance (O&M), 60
operational excellence, 191

internal processes and, 191-193
optimizing

IT organizations, 14
IT spending, 3

optimizing costs, value-added IT
financial management 
activities, 137

organizational change management
(OCM), 55

defined, 47
organizational culture, 48, 193

maturity, IT financial management
practices, 101-102

business partners, 105-106
cost centers, 103
profit centers, 104-105
reactive organizations, 102

Maximo Asset Management 
system, 159

mean time to repair (MTTR), 209
measured outcomes, 183
measuring benefits of IT investments,

174-176
balanced scorecards, 175

messy middle, reactions to change
initiative, 82

metered usage, 127
methods

business case structures, 163
for improving IT business skills, 

231-233
Metrics for the Internet, Information

Technology, and Service
Management, 214

Microsoft’s Rapid Economic
Justification (REJ), 147

Microsoft’s REJ, 151, 165
mistakes, avoiding

with CSI (IT financial management),
108-109

when developing business case
processes, 156

mitigating
common customer complaints about IT

service, 6
cost of IT services, 9
ITSM change initiative, 73-74

monetary thresholds, 154
MTTR (mean time to repair), 209
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organizational design 
benchmarking, 211

organizational positioning of IT
scorecard activities, 202-203

overhead, categorizing costs, 112
overruns, 119

P
payback, 140
performance management, 181-183

balanced scorecards, 182
case studies, 204
strategies for creating value, 26

performance measurement
balanced scorecards. See balanced

scorecards
reasons for using, 184-185

agreement on strategy, 185-186
information sharing, 187-188
linked performance measures, 186-187

performance measurement software
tools for balanced scorecards, 200

performance measurement team
(PMT), 204

performance measures, 181-183
benchmarking, 209-211

phased comprehensive ITIL
implementation, 69

phased selected ITIL V3 service
management improvements, 69

PMP (Project Management
Professional) certification, 60

PMT (performance measurement
team), 204

portfolio management, 115
reviewing budgets, 133

portfolio planning, 29
pressure for results, future of IT

organizations, 262-263

pricing, standardized IT pricing, 
126-127

process benchmarking, 209
processes, 75

business cases, 141-144
benefits of, 144-146

developing to select investments, 174
IT business skills, 225
mapping for improvement, 75-78

profit centers
improving

budgeting, 132, 134
charging processes, 128-130
IT accounting processes, 117-120

IT financial management, roadmaps,
104-105

IT financial management maturity
model, 100

Project Management Professional
(PMP) certification, 60

provisioning case study, 208
Public Technology Inc., 240

Q
quality of service

determining, 127-128
Swiss Re, 237

R
Rambus, Mr., 263
Rambus, Mykolas, 30, 249
Rapid Economid Justification

(Microsoft), 147
reactive organizations

IT financial management, 
roadmaps, 102

IT financial management maturity
model, 100

readiness for change, ITSM change
initiative, 62-64
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S
SC (service continuity), 44-45
scalability, Swiss Re, 237
Schein, Edgar, 48, 193
SCM (service catalog management),

34-38
case studies, 37

scorecards (BSC). See IT scorecards
SDLC (system development 

lifecycle), 60
selecting

IT investments, 173
based on service portfolio management and

service investment, 154-156
developing evaluation criteria, 173
developing evaluation teams, 173
establishing quick and transparent

processes, 174
specific ITIL elements for adoption, 71-

73
service

identifying trends for improved 
service, 241

improving, 6-8
by improving financial management, 110

improving IT business skills, 221-222
ITIL, 22

service catalog management. See SCM
service catalogs, request 

fulfillment, 49
service changes, 46
service continuity (SC), 44-45
service design, ITIL, 20
service innovation, 261-262
service investment analysis, 141, 

154-156
reviewing budgets, 133

service level agreements (SLAs), 36
service level management. See SLM

(service level management)

recommendations, business case
structures, 172

recovery plans, required elements 
for, 45

regulation, IT business skills, 228
REJ (Microsoft’s Rapid Economic

Justification), 147, 151
relationship managers (RMs), 41, 221
release management processes, 

Swiss Re, 237
request fulfillment, 48-50
requirements, business case

structures, 160-163
resisters, 82
resources

for IT service catalogs, 38
for ITIL, 23
for ITSM, 23
identifying, 96-98

return on investment. See ROI (return
on investment)

risk
business case structures, 169-172
ITSM change initiative, 73-74

risk mitigation, 74, 167
RMs (relationship managers), 41, 221
roadmaps for IT financial

management, 101
determining maturity, 101-102

business partners, 105-106
cost centers, 103
profit centers, 104-105
reactive organizations, 102

ROI (return on investment), 140, 
144, 151

case studies, 153
“ROI and the Value Puzzle,” 147
role of IT, 56
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service management, ITIL, 22
service operation, ITIL, 21
service portfolio management, 27-31,

154-156
leveraging, 32

service portfolio management
processes, 154

service portfolios, linking costs to,
117-119

service providers, strategies for
creating value, 25

service provisioning optimization, 
95, 137

service recording, IT accounting, 113
service strategies

evaluating, 27
ITIL, 20, 24-27

service transition, ITIL, 20
service valuation, value-added IT

financial management activities,
134-135

service-based budgeting, 133
service-based IT financial

management, 91
accounting, 92-93
budgeting, 94
charging, 93
identifying resources and services, 

96-98
integrating, 95-96
valued added financial management, 94

servicecatalogs.com, 38
services

assigning costs through service
recording, 113

defined, 5
identifying, 96-98
improving IT charging based on, 120

cost center charging methods, 122-128
profit centers or business partners, 

128-130

shared services case study, 208
shifting funding to innovation and

high-value projects, 262
showbacks, 41
skill alignment, strategies for creating

value, 26
skills. See IT business skills
SLAs (service level agreements), 

36, 39-42
SLM (service level management), 

38, 221
OLAs (operating level agreements), 43
service continuity (SC), 44-45
SLAs (service level agreements), 39-42
supplier agreements, 45-46

Smith, Greg, 57-59
software, categorizing expenses, 111
software tools, ITSM change

initiatives, 68
solution overview, business case

structures, 160-163
SPEC (Standard Performance

Evaluation Corporation), 210
specialized organizational capabilities,

ITIL, 22
spending

IT resources, best practices for, 147
IT spending. See IT spending

sponsors
business cases, 150
executive sponsorship, IT financial

management, 107
for ITIL change initiative, 61

staff
improving IT business skills, 229-231
sponsors for ITIL change initiative, 61

staff costs, 112
stakeholder management,

communication (ITSM change
initiative), 79-81
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TQM (Total Quality Management), 52
training ITIL, 67
transactional investments, 155
TSO (The Stationary Office), 23
TUAM (IBM’s Tivoli Usage and

Accounting), 98

U
UK Office of Government Commerce

ITIL, 23
United States Navy NETWARCOM,

242-246
user orientation, customers and

(balanced scorecards), 193-195
user-cost approach, 127
utilization

determining, 127-128
tiered utilization, 128

V
value

developing strategies for creating, 25
of IT investments, 8-9, 11

value added financial management
activities, 94

“Value Measuring Methodology,” 147
value proposition, strategies for

creating value, 25
value services, improving IT

accounting to, 110-111
applying consistent methods for using

actual, 114-116
categorizing expenses, 111-113
service recording, 113

value statements, developing, 162
value tracking, making 

actionable, 175

Standard Performance Evaluation
Corporation (SPEC), 210

standardized IT pricing, 126-127
The Stationary Office (TSO), 23
strategic investments, 155
strategies

agreement on, performance
measurement, 185-186

defined, 24
developing for ITSM change initiatives,

69-71
success

Corpus Christi, Texas, 239-241
Forbes, 249-251
key factors of, 196
Neighborhood America (NA), 246-249
Swiss Re, 236-238
United States Navy NETWARCOM,

242-246
supplier agreements, 45-46
survey tools, ITIL change 

initiative, 64
surveys, in-progress surveys of ITIL

acceptance, 81-83
Swiss Re, 236-238
system development lifecycle 

(SDLC), 60

T
TCA (total cost of acquisition), 167
TCO (total cost of ownership), 106
technology, leveraging for

organizational change, 239
three-step business case processes,

developing, 152-153
tiered utilization, 128
timing, IT financial management, 107
top-line revenue growth, 250
TPC (Transaction Processing

Performance Council), 210
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value-added financial management
activities, 134

demand modeling, 136-137
optimizing costs, 137
service valuation, 134-135

variable costs, 112

W-Z
Waldhier, Heinrich, 236
Weil, Dr. Peter, 27
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