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I.
Introduction

In working with numerous state and federal agencies, we are frequently asked to assist in the development of Strategic Plans or Balanced Scorecards for Information Technology (IT) or Information Systems (IS) organizations. The reason for heightened interest in strategic planning for these organizations is that the role of technology has substantially changed. As recently as five years ago, technology investments were made based on the projected processing requirements of each agency. As volumes grew, technology was added or upgraded. Technology was seen, for the most part, as a sunk cost. In today’s environment, however, the focus is on containing growth in agency volume. Both state and federal agencies are refocusing on offering their core clients and customers “better service” while providing assurance to legislative bodies and constituencies that they can offer these better services at the least possible costs (best value). Additionally, technology is actually speeding up the rate at which decisions must be made and action must be taken. Many high tech firms discuss time frames in terms of internet-years. All of these factors have changed the role of technology from being a necessary support function to being a driver of strategy. In this new role, technologists are providing agency leaders with creative new solutions to age-old processing problems. CIOs must understand the business of each agency they support. In many cases, they must understand the way in which all the agencies reflect the “business” of government. These CIOs recognize the value of a long-term strategic plan that reflects the technological possibilities and also reflects the needed strategic drivers for the business of government. It is from this strategic plan that the IT/IS objectives are established and measures of success are derived through the construction of an IT Balanced Scorecard. In turn, it is from the objectives and measures that strategic action items, projects, and initiatives are mapped. Government technology organizations tend to be project-centric, and therefore this mapping (or filtering) step is critical to the strategic planning efforts. It is at this point that the “portfolio” of projects is established. The mapping of projects or initiatives to the strategic objectives in the Balanced Scorecard framework establishes the projects that are of strategic importance, and therefore identifies the priority and the order of work activity in the face of limited resources. When completed, the IT Balanced Scorecard should serve as a portfolio management tool. The remainder of this article will examine this process in more detail.

II.
What is the Balanced Scorecard?

According to Robert Kaplan and David Norton, creators of the Balanced Scorecard, “At the highest level, it is a framework that helps organizations translate strategy into operational objectives that drive both behavior and performance.”

In other words, the Balanced Scorecard is a structured way to turn abstract strategies, reflecting the desired future of an organization, into concrete activities that can be managed and monitored successfully. As is shown in the image below, a Balanced Scorecard (BSC) is made up of multiple elements and each element helps further define how the organizations wishes to manage, change, and improve itself. Through a set of structured processes, objectives are derived from strategy, measures (both lead and lag) are derived from objectives, and initiatives (or actions) are derived from the objectives and the measures. In addition the BSC elements are constructed within four perspectives including customer, internal processes, learning & growth, and financial (budget), and frequently a fifth perspective- stakeholder. These perspectives ensure thorough coverage of all aspects or organizational issues. (End Note 1)
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After the BSC is constructed, its continued use is a reflection of a new management system that is less “command and control” oriented and more “self-managing”. The reason this change occurs is that the BSC, if constructed properly, effectively communicates and translates the direction and vision of executives to all levels of the organization. This communication results in employees all “singing from the same sheet of music.” The BSC is actually a multi-dimensional tool. Agencies have used the BSC for all of the following:

•
Performance Measurement;

•
Performance Management;

•
Strategic Management; and

•
Portfolio Management.

Senior managers use the Balanced Scorecard framework to monitor and track progress on the desired organizational strategies. The BSC is a way to examine organizational health and improvement by examining the “vital signs

Ill.
What is Portfolio Management?

The term “Portfolio Management” has been used for a number of years to describe the activities necessary to manage a diversified set of financial investments. Recently, high tech organizations have used the term to describe the activities necessary to manage technology investments, such as software, hardware, and staff. In today’s world, technology has become a driving force or investment that can assist agencies in providing best value. Further, technology is being viewed as an investment for which a tangible “pay back” must be realized. The pay back is frequently not financial in public agencies, and must be translated into more meaningful measures of success. Many technology decisions today are made based on anticipated return-on-investment (ROI) and earned value analysis (EVA). Although ROI and EVA have been highly used in the private sector to justify investments, the definition changes when these calculations are made for public sector organizations. The “return” of ROI and the “value” of EVA must be clearly defined. These definitions can only be considered valid if both the agency leaders (department heads) and the technology owners (CIOs) cooperate in determining the definitions and the desired outcomes. These definitions and desired outcomes must be reflected in the organization’s strategy and in the measures of how much progress is made toward completing the strategy. In many government technology organizations, the measures of success are performed on a project-by-project basis. Using a Balanced Scorecard to develop a portfolio of key projects, the measures of success are applied at a more strategic level by ensuring that the key projects are completed first and that these strategic projects are performed in the right order, which is a key element in good portfolio management. Additionally, the BSC considers both the direct and the casual relationships, which is critical in organizations that are mission-based rather than income-based. Since the Balanced Scorecard ensures that all aspects of organizations are examined (customers, internal processes, learning & growth, and budget), this examination better reflects governmental concerns.

IV.
Example Of Agency Portfolio Management

Several agencies are using the Balanced Scorecard as a tool to assist them in managing their technology investments. One agency IT organization identified the need to employ portfolio management techniques to their existing 1,500 technology projects. In their effort to provide good customer service, they employed a “just say yes” approach to internal customers when a new project was identified. The result was a huge backlog of projects that never reached completion. Bi-weekly meetings became marathon of individual project status reports. The customers and the IT staff were frustrated and more dissatisfied than they had been before the new customer​ focus program had been initiated. The IT organization then developed a Balanced Scorecard, based on the strategic plan of the Department, with participation of its internal customers. The BSC was developed primarily to use as a filter for all incoming or newly requested projects. As a result, several critical projects were completed and the project backlog became more manageable. Bi-weekly meetings now focus on a set of “critical few” strategic projects. IT and its internal customers now meet on a regular basis to review key projects in the context of the Balanced Scorecard. The customers are more satisfied and the projects are helping the agency meet its strategic goals.

V.
Summary

In summary, our old frame of reference for technology projects is no longer valid. For many years, technology was viewed as strictly a supporting mechanism to the business or program functions performed by agencies. In today’s environment technology is changing so rapidly that IT/IS organizations must act as the drivers to provide creativity in which unimaginable ways of doing business can be employed. To accomplish this change, CIOs have become partners with agency leaders in developing strategies, charting the direction, and prioritizing the strategic projects that help achieve the both agency strategy and statewide strategies. The Balanced Scorecard is an effective tool to assist in this strategy management process and in managing the completion of related projects and initiatives. When used in this way, the BSC offers CIOs an effective tool to assist in portfolio management and monitoring of technology projects.

Endnotes:
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