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Abstract

The Master Thesis at hand aims at clarifying the value and alignment of IT in a highly quantita-

tive manner to business.

Starting point of this Master Thesis is an analysis of current issues that impede the establish-

ment of consistent project and programme portfolios within ING Bank. To overcome these is-

sues, ING Bank decided to introduce Enterprise ProgrammeManagement in its IT organization

Ops & IT Banking (OIB). This introduction is accompanied with the roll out of an OIB enter-

prise wide project management tool which requires highly quantitative information to fulfill the

tasks it is designed for.

In this context, this Master Thesis outlines processes that are critical for EPM to accomplish one

consistent OIB enterprise portfolio. It specifically focusses on assisting business in selecting

the right projects and programmes that are well aligned and bring along sufficient value. It also

focusses on assisting business in assuring that a portfolio will fully contribute in realizing the

strategy.

In this matter, well-considered quantitative indicators are derived to clarify the alignment and

value of projects and programmes to business in a more intuitive way so that important decisive

aspects of IT are taken into account in decision-making. It is described as well how it can be

quantitatively derived whether or not a portfolio is sufficiently alignment to achieve the strategy

of ING Bank.

To further optimize the return of a portfolio once it is established in line with EPM, an invest-

ment based approach to portfolios is described which manages IT in a similar way as any other

investment.
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1 Introduction

The Master Thesis at hand presents the result of a seven-month-taking effort to clarify the value

and alignment of IT to business in a highly quantitative manner. It focusses on facilitating better

and more efficient decision-making in establishing and managing a project and programme

portfolio.

To inform the reader on the chosen topic IT Portfolio Management, the first section of this

chapter focuses on the rationale of the author to graduate on this concept. The subsequent

sections describe the issues concerning portfolio management at ING Bank and the objectives

this Master Thesis envisions to tackle.

Although this chapter aims at providing a profound basis to the reader as guidance towards

all coming pages of this Master Thesis, it is important to know something about the working

methods of the ING Bank IT organization. Principally if one is not familiar, the author refers to

“Aligning business and IT at ING: current practices and IT fundamentals [1]" which describes

the fundamental elements of the ING Bank IT organization around which this thesis is con-

structed.

1.1 Motivation

Over the last few years, I have heard in lectures about the great difficulties organizations are

facing in managing their IT budgets and schedules but also in meeting their business obliga-

tions. The typical situation sketched is that IT projects1 always seem to run over budget, are

never delivered on time and do not deliver the functionality as expected. Indeed, according to

a 2004 Standish Group publication, only 29% procent of IT projects are delivered on time, on

budget and with the required functionality while the remainder either failed or did not meet its

expectations [4]. However, the fact is that many have chosen to rest with these facts, but I think

that significant changes can be achieved to overcome it step by step.

It is for one reason unbelievable that IT, which is consuming percentages of the profits of or-

ganizations, is allowed to consume such huge amounts of money while it only partly meets its

expectations. According to Gartner, up to 20% of all IT expenditures worldwide is wasted, rep-

resenting a value destruction of US $600 billion each year [5]. Indeed, for many years IT has

enjoyed a strong growth on the waves of the technology hype which is apparently one of the

reasons for the long tolerance of business concerning the expenses.

Anyway, times have changed and chapters have been closed. As research indicates that IT invest-

ments are ranging from 1.5% up to 20% of company revenues [19], it is clear that IT expenses

1. Further to be called ‘project’ in this Master Thesis
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1.2. PROBLEM STATEMENT

need to be captured and controlled. It can be done or even better, it needs to be done! IT projects

have to meet expectations and decision-makers need to be able to make the same trade-offs as

with any other investments: What is the impact of an IT investment being made?, What is the

IT investment worth at any given point in time? When is the IT investment expected to pay off?

Portfolio management is one of the alternatives that can introduce the right means to soften the

above mentioned situation as it enables methods to analyze the right IT investment choices and

to take the appropriate actions with respect to budgets cuts. The investments made are then the

right investments with the right tolerance for an anticipated and expected risk level.

1.2 Problem statement

For many years, IT has ridden on the waves of a flourishing economy and enjoyed a favorable

role at ING with respect to the budgets it consumed: IT was the synonym for ‘the right thing we

have to do’ and it was an undoubtable certainty that IT delivered many benefits to the organiza-

tion.

In the last few years, the vision on IT has largely changed with a business side that is starting

to wonder what is justifying the allocated IT budget as part of the annual ING budget. As IT

is fundamental to ING’s business execution, the organization has a huge annual IT spend of

about � 2.5 billion which represents about 25% of total operating expenditure and about 40%

of net operating income [6]. In this constellation, Ops & IT Banking (OIB) is one of the main

IT suppliers that takes on approximately � 1,2 billion in IT expenditures and gives employment

to 10,000 IT staff. This Master Thesis is conducted at the latter on the topic of IT Portfolio

Management (ITPM).

However, as a first problem it appeared that current Project Portfolio Management (PPM) activi-

ties at OIB, or the lack of it, have several weaknesses that hinder effective and efficient allocation

of the IT budget. To highlight a few of them, consider the absence of transparent and objective

mapping of the ING Bank strategy to the projects, or the difficulties to monitor the progress in

delivering this strategy.

But also, as a second problem, the organizational change of ING as well as the introduction

of a Value Chain Management (VCM) concept has several implications for the PPM activities

of OIB. Together they aim at enforcing a functional way of working into the organization by

bundling similar capabilities of each of the regions into functionally oriented but cross-regional

departments. As each region adopted own approaches, processes, definitions and tools through-

out the years, it is particularly difficult to aggregate reliable and comparable information to one

consistent base out of the regional sources.

OIB endorses these issues and understands that it needs to achieve significant improvements

in this area to emphasize their reason for existence and to show its added value to the ING

Bank organization. In this constellation, several problem cases are envisioned throughout this

thesis as focal points during this assignment: on the one hand, how can it be shown to business

that its investments in IT bring along optimal value? But also, how can portfolio management

contribute to an increased project return? And which information must portfolio management

2



1.3. OBJECTIVES

provide to valuably assist in business decision-making? And interestingly, how should the trans-

formation look like to ultimately introduce the already selected enterprise project management

tool?

1.3 Objectives

The main goal of this Master Thesis is to contribute to a suitable ITPM method for the OIB

organization as one of the alternatives to overcome the above described problems. In this

constellation, the Master Thesis focusses on achieving the following objectives:

− Contributing to the establishment of consistent OIB portfolios

An objective is to describe to which processes OIB should pay careful attention to realize

reliable and consistent project and programme portfolios. In this context, the focus is on

overcoming the issues that have arisen due to the organizational change of ING Bank

and the more demanding requirements of VCM. More transparent processes may be ex-

pected to improve the ability of OIB to report to business how projects and programmes

are being delivered. It is expected that this will create trust and respect at business side

i.e. more customer satisfaction which will be to the benefit of improving the image of

OIB as a supplier of high level services.

− Clarifying decisive aspects of IT to decision-makers

To enable more efficient and effective allocation of the IT budget to projects and

programmes, an objective is to clarify their decisive aspects to the decision-makers

so that they can better understand its totality while assessing them. Quantitative

referential material can be supportive to business in this context as it provides profound

foundations for more objective decision-making. In line with this perception, the

Master Thesis aims to achieve the following two sub-objectives:

− Quantifying the business alignment of projects and programmes

A quantitative indicator for the business alignment of projects and programmes

can create more comprehensible insight for business with respect to their support

to the strategy. Such an insight is anticipated to facilitate a better understanding

on whether or not a the budget is spend on the right things, which is: realizing the

strategy in an effective manner.

– Quantifying the value of projects and programmes

A quantitative indicator for the value of projects and programmes can enable a

more intuitive understanding for business of what an investment is really return-

ing. It is anticipated that it will make business better aware of what they may expect

of a project or programme so that the appropriate decisions can be made in time

allowing for more efficient budgeting.

− Clarifying the support of a portfolio to the strategy

For business it is important that a portfolio is established in such a way that it will effec-

tively contribute in the realization of the strategy. An objective of this Master Thesis is to

3



1.4. STRUCTURE OF THE DOCUMENT

clarify to business in which way an entire portfolio is aligned to the strategy. By deriving

a quantitative indicator, an insight can be provided for business that will help in deciding

whether or not the portfolio is sufficiently supportive. Such an approach can contribute

in improving the composition of a portfolio in such a way projects and programmes are

equally aligned to the goals so that the strategy is realized more effectively.

− Contributing in optimizing the return of a portfolio

Another objective of this Master Thesis is to define categories of investments in IT

that reverberate with business strategy and return thresholds of ING Bank. Such an

approach will make it possible to manage IT as a true investment in a short term as

well as in a long term context. Think of the financial stock market where investment

categories are defined in terms of short-term liquid, medium-term stable and long-term

growth with the objective to get the highest revenue out of the best possible investment

category mix. An investment-based approach towards IT may be expected to improve

the efficient and effective allocation of IT budget.

1.4 Structure of the document

Starting point of this Master Thesis is Chapter 2, which analyzes the current PPM activities at

OIB. The aim is to understand, in the context of the organizational changes of ING Bank, the

main bottlenecks and shortcomings that hamper the current establishment of OIB departmen-

tal portfolios.

To overcome the issues which Chapter 2 pointed out, ING Bank plans to roll out the EPM

methodology in the organization as well as to introduce an enterprise wide project management

tool. Chapter 3 outlines six processes that are needed to employ the EPM methodology at OIB,

thoroughly addressing all aspects that came to front in the analysis.

Two of the processes are described in detail in the following two chapters. Chapter 4 describes

an improved assessment procedure of projects and programmes that employs a quantitative

approach in selecting the right ones with respect to alignment and return. Chapter 5 describes a

quantitative method of how the alignment of a portfolio to each of the objectives can be assured.

To improve the return of a portfolio, Chapter 6 describes an approach to manage the portfolio

as an investment with the aim to optimize the return.

Ultimately, this Master Thesis is concluded with conclusions and recommendations in Chapter

7.

4



2 Project Portfolio Management

Project Portfolio Management (PPM) is a process to govern and monitor the set of all projects

and programmes within an organization in a coherent manner to achieve the objectives of the

organization [21]. In section 2.1 it is described that due to a significant organizational change and

the roll out of the Project Portfolio Governance (PPG) framework several implications regarding

PPM have come to front at ING Bank.

To understand and to learn what the main bottlenecks and shortcomings are of PPM within

OIB, the current PPM practices are studied in section 2.2 by analyzing the PPM activities of a

department in detail1.

To counter the issues in the context of the future requirements for portfolio management at

ING Bank further along in this Master Thesis, a summary of the main concerns is given in

section 2.3.

2.1 Current structure of the ING Bank project portfolios

Before the organizational change of ING in mid 2004, many of the companies that were part of

the ING Group operated autonomously. Metaphorically, one could say each region was an own

island within the ING archipel.

Naturally, with respect to PPM this was not that different. Project portfolios were purely oriented

within and focussed to a region (cf. Appendix A.2) or company, as were the project manage-

ments systems. To illustrate this, consider the NL region which had its own project portfolio

consisting of all the ‘Dutch’ projects, but also the SWE region which consisted of all projects of

southwest Europe.

In the meanwhile steps have been taken to bring all project portfolios in line with the new func-

tionally oriented management structure of ING. The new structure bundles similar capabilities

without making any difference with respect to where these are located around the globe. In

this constellation, project portfolios (should) reflect all projects all around Europe, Asia and/or

Americas on a functional level. Hence, the current project portfolio structure at ING Bank is

significantly different from a few years ago: the lead is now through the functionally oriented

structure.

Actually, this means that each OIB department has the responsibility to establish a project port-

folio. However, the regional project management systems and its regional project portfolios (in

1. Note that this analysis is performed at the beginning of 2006. PPM activities are a hybrid form in between full

organizational change and rollout of the PPG framework. Currently, this process is still ongoing.
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line with the previous organizational structure) have been kept in place. They are the only source

of information and hence the input for each of the current departmental project portfolios.
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UK

WIAISSNL

AsiaAmericas

CE

AWB
project portfolio

AWB
project portfolioOWB

project 
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OWB
project 
portfolio
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Figure 2.1: Current structure of the OIB project portfolios

In Figure 2.1, this is visualized for the project portfolio of OIB department Applications Whole-

sale Banking (AWB). Similarly, each of the project portfolios of the departments Operations

Wholesale Banking (OWB), Applications Retail Banking (ARB), Operations Retail Banking

(ORB) and IT Infrastructure (Infra) are also established in a similar way based on the input of

the same regional project portfolios2. One could say that each of the regional project portfolios

of the previous organizational structure are sifted to functional chunks and glued together as a

departmental project portfolio. For example, projects in the region NL for the implementation

of applications for Wholesale Banking are (one of) the input(s) for the AWB project portfolios,

whereas the ones for Retail Banking are rolled up into the ARB project portfolio.

However, the information in the regional project portfolios is established under different gover-

nance frameworks or approaches, having as a consequence that each of these chunks of infor-

mation cannot be slided together that easily.

The roll-out of the PPG framework between the business lines of ING Bank and OIB, requires

that portfolio information is provided to the (decision boards of) Value Chains (VCs) and Sup-

port Chains (SCs), to the (decision boards of the) business lines and even to (the decision board

of) ING Bank [21].

As it appears that it is already complex enough to establish a departmental portfolio consisting

of reliable and comparable information, it proves even more difficult to provide reliable infor-

mation for decision-making. Fact is that many bottlenecks thwart the successful establishment

of these project portfolios.

2.2 Analysis of AWB departmental portfolio

To truly understand the underlying problems of the establishment of a departmental portfolio

at OIB, it is enlightening to study in detail how such a departmental project and programme

portfolio is currently established. In this respect, the portfolio of AWB is given a closer look.

2. For reasons of clarity, the relation between the regional and current departmental project portfolios has only been

depicted once for AWB. This is similar for the other departments.
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Projects and programmes of AWB are performed at many of the ING Bank regions. Actually,

it is for this reason that the portfolio is a particularly interesting study object because the in-

formation that is needed to establish it must come from eight regions all over the world. In

that context, many different approaches have to be reconciliated before the information can be

glueded together and the portfolio established.

NL

30%

SWE

39%
UK

4%

Asia

1%

CE

9%

Americas

5%

ISSNL

3%

WIA

9%

Figure 2.2: OIB/AWB supply project portfolio, project mix by region

Currently, the tool used to construct the portfolio is the well known spreadsheet programme

Microsoft Excel. The portfolio consists of approximately 1300 projects which together represent

a budget of 170million euros. In Figure 2.2, it is shown that themain constituent of the portfolio

consists of information from the NL and SWE region, making up for respectively 30% and 39%.

2.2.1 Elements of AWB departmental portfolio

To give the reader some feeling to of which kind of information the AWB portfolio comprises,

its elements are first shortly outlined in this subsection.

Project and
programme specifics

Business alignment
specifics

Financial specifics

SWE

NL

UK

WIAISSNL

AsiaAmericas

CE

Figure 2.3: Elements of AWB departmental portfolio

For the ease of reading, it is chosen to combine these elements in three areas with related

specifics: project and programme specifics, business alignment specifics and financial specifics,

as is shown in Figure 2.3. For each project and programme in the portfolio, information is

provided in each of these areas.
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Project and programme specifics

Project and programme specifics comprise all information that is relevant for the realization

of a project or programme. They identify a project or programme, its characteristics and

stakeholders [2]:

− Project name and Local project number

A project is identified by an ID and name. It consists of the local project name and num-

ber as it is known in the project management tool of the region where it is performed at

(cf. Appendix A.1).

− Project description

A project description describes shortly what the project is about.

− Programme or Project Cluster name

Often a project is not just an isolated package of work, but it is related to other projects.

In case a project is part of a group of projects that have been selected, planned and

executed in such a way that the combination of these projects deliver some strategic

importance for the organization, it is said to be part of a programme (cf. Appendix A.1).

Hence, a programme is not just some group of projects but it is a reflection of some

kind of strategic change the business wishes to realize, having one business case.

In case a project is taken together in a group that is coordinated as a whole, without

having a direct relation to a specific strategic change planned by the business, it is said

to be part of a Project Cluster (cf. Appendix A.1).

− Client

A client owns the business case regarding a project or programme and is accountable for

it (cf. Appendix B.1). The client is a representative of the Retail Banking or Wholesale

Banking business line on the demand side and is the one that eventually pays for a

project.

− IT domain main supplier

The IT domain main supplier or main IT contractor is an AWB domain that is held

responsible for the delivery of a project on the supply side (cf. Appendix B.2).

− Value or Support Chain and Recoveries

A project is part of a VC or SC (cf. Appendices B.3 and A.4). It is performed for a client

and assigned to an IT domain as the main supplier.

A project can also be developed for Wholesale Banking departments in other regions

or countries wherefor the VCM approach3 is not implemented (yet). Than, a project is

said to have full recoveries or phrased differently: it will be payed back by the region

or country it is developed for so that it is not consuming any of the Medium Term

Plan (MTP) budget.

− Region

A region describes in which region of OIB the project is performed (cf. Appendix B.4).

As the portfolio is established with the information of the regional project portfolios,

it also indicates in which region the source of the information resides. Also, in the

MTP process budgets of a department are rationed and allocated to regions, making

it important to keep track at which regions projects are performed to track the budget.

3. The VCM approach is only implemented at the regions NL and SWE/BE.
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− Start and end date of project and status

The start and end date describe the duration of the project. A project can have the status

‘initiation’, ‘running’, ‘closed’, ‘on hold’ or ‘future.

Business alignment specifics

Business alignment specifics identify to which business goals a project aligns and which value

it delivers to the organization [2]:

− Strategic Objective

The client is responsible to link a project to one strategic objective (cf. Appendix B.5).

Strategic objectives are the goals of the strategy of a business line, as defined by business

line executives. By linking a project to one strategic objective, it is intended to make clear

to business for which part of the strategy the project is solving issues.

− Portfolio Category

The client is responsible to link a project to a portfolio category (cf. Appendix B.6). The

staff department of OIB is the owner of the portfolio categorization. By linking a project

to a portfolio category, it is intended to make clear to business which type of project is

performed so that an overview can be derived of which percentage of projects in the

portfolio work for which areas.

− Value Add Classification4

A project manager is required to link a project to a Value Add category (cf. Appendix B.7).

The staff department of AWB is the owner of the Value Add classification. By classifying

a project in a Value Add category, it is intended to make clear to AWBmanagement what

value projects specifically add for them.

Financial specifics

Financial specifics5 cover all the financial aspects that are involved for a project with respect to

a forecast for the project per year [2]:

− Percentage allocated to a client

A project on the demand list can be payed by a client of either Wholesale Banking,

Retail Banking or both. In this constellation, each client will pay a certain percentage of

the total project cost. This percentage is decided in a mutual consent in the MTP.

− Total reservation hours

Total reservation hours comprise an estimation of the total number of man hours an IT

domain main supplier expects a project will need before it is completed.

− Hours

For each IT domain that takes part in a project, the number of man hours is specified

that each of them will need before it is completed.

4. Note that this Value Add Classification is only employed at AWB as a local initiative. All other OIB departments are

not making use of such a classification for value.
5. Issues that hamper the establishment of consistent financial specifics across the regions, are out of the scope of

this Master Thesis
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− Total staff costs (in euros)

Total staff cost describe the total cost of all staff participating on a project.

− Investments (in euros)

Investments describes the direct investment that is needed for the project to accomplish

its goals.

− General expenses (in euros)

General expenses describe all non-staff costs that are needed for the project to accom-

plish its goals.

− Depreciation (in euros)

Depreciation describes which amount of the costs can be depreciated per year.

− Cost savings (in euros)

Costs savings describe the financial benefits a project is expected to bring along.

2.2.2 Issues regarding consistent project and programme specifics

The following paragraphs outline issues that impede the consolidation of consistent project and

programme specifics on departmental level. In each paragraph it is explained what problem is

exactly at stake, why it is perceived as such, who’s problem it is and why it so important that it

is solved in an appropriate way.

A. Project are managed differently at each of the regions of the AWB department

AWB is a regionally dispersed department, as all OIB departments, having several units with

similar capabilities spread all around the world. Largely due to their previously autonomous

way of working, each of these regions currently have the tendency to apply the Generic Project

Lifecycle (GPL)6 framework with some deviations. In this matter, two subproblems are derived

each clarifying a part of this issue:

− Inconsistent decision documents employed in each region

Mutually inconsistent decision documents are employed in each region, which require

different information for the same type of GPL deliverable. For instance, in the SWE/BE

region the terminology applied in and the structure of the PID and other deliverables

differs completely from the GPL standard.

The consequence is that decisions taken for projects and programmes that are part of

the same VC or SC are not necessarily based on the same elements of information. Al-

though the different versions of the deliverables more or less cover the required contents

as described by GPL, it is quite an unworkable situation for the decision-makers as they

are forced to make decisions by applying doubles standards.

Quite obviously, decision-making should be consistent, based on comparable infor-

mation that complies to the GPL standard, no matter in which region a project or

programme is realized.

6. GPL describes a methodology for the management of projects and programmes. It is based on the standards MSP

and PRINCE2.
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− Discrepancy between definitions of Projects and Enhancements in each region

In each region, a discrepancy exists between the definitions of projects and enhance-

ments.

The AWB portfolio specifically aims at recording all change & development activities that

occur at its department. Such activities might be projects or programmes which require

specific decisions of decision-makers that are concerned with the change & development

budget, in line with the PPG framework. However, often an enhancement that is not

muchmore than a simple baseline activity is defined as a change & development project:

one could say a gray area exists with respect what should be defined as an enhancement

and what as a project. Consequently, such ‘baseline-enhancement-projects’ consume the

change & development budget, although they are not entitles to, which is obviously quite

a problem for business.

With respect to enhancements concerning change & development activities, the PPG

framework recommends to cluster them in a project.

B. Incorporation of projects in portfolio is different at each region

The moment that a project is incorporated in the portfolio is different at each region. For ex-

ample, at the NL region, a project is incorporated in the portfolio as soon as a proposal exist

to possibly perform it somewhere in the future, although it is not approved yet. In contrast, a

project is only incorporated in the portfolio at the SWE/BE region after its Project Brief (PB) is

approved.

This results in a particular obscure situation for business, as the consolidated portfolio informa-

tion at department level is lacking a complete overview on the work to come. Consequently, it is

difficult to perceive for them which budget will be required to accomplish the project proposals

in the waiting room.

To establish a good planning at a VC and SC for the projects that must be performed, it is

important to have a good oversight on the work to come.

2.2.3 Issues regarding consistent business alignment specifics

The following paragraphs outline issues that impede the consolidation of consistent business

alignment specifics on departmental level. Issues appear to arise for the AWB portfolio ele-

ments strategic objectives, value add classification and portfolio category. In each paragraph it is

explained what problem is exactly at stake, why it is perceived as such, who’s problem it is and

why it so important that it is solved in an appropriate way.

A. Link between a project and the strategic objectives of a business line is missing

It appears that the link between a project and the strategy is effectively missing, although it

seems assured at first sight. It is impossible for business to learn whether or not the strategy

objectives are well supported by the projects. In this matter, four subproblems are derived

which each clarify a part of this issue:
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− Strategic objectives appear to be rather operational

The strategic objectives, as defined by the clients of AWB, appear to be addressing more

operational objectives rather than the goals of a business line (cf. Appendix B.5). For ex-

ample, the strategic objectives ‘Quality improvement’, ‘Ops&IT efficiency’ and ‘IT plat-

form upgrade/integration’ are definitely operational objectives.

This makes it is difficult for business to understand whether or not projects effectively

contribute to the realization of the strategy. It might easily be that projects are performed

which are only contributing vaguely to the strategy, introducing the question whether

performing such project is worth it.

As the contribution to the realization of the strategy of a business line cannot be de-

rived from the operational objectives, it is important that the objectives of a strategy are

made explicit. This will make it possible to verify whether or not projects contribute to

realizing the strategy.

− Inconsistencies in portfolio with respect to strategic objectives

There are several inconsistencies in the portfolio with respect to the strategic objec-

tives, as a mapping occurs from the regionally used strategic objectives to the strategic

objectives defined by the clients of AWB. This mapping is largely based on rough as-

sumptions on the formers definition.

It appears that the strategic objectives that are effectively used in each of the AWB re-

gions deviate from the strategic objectives that are defined by the clients of AWB. To

illustrate this, consider the region SWE/BE which employs a PB7 that lists different

strategic objectives than the PB of the NL region (cf. Appendix B.5). In both regions

SWE/BE and NL, it is allowed to add a new objective to the list in the PB which is not

incorporated in the PB of the other regions. Strangely enough, both local lists of strate-

gic objectives have been approved by business. Consequently, the inconsistencies in the

portfolio have implications for business, as the information that provides insight into

the percentage of projects that are linked to a certain strategic objective, proves not to be

that reliable.

To enable a good and consistent recording on how projects are linked to the strategy, it

is important that each region of AWB uses the same strategic objectives.

− Difficult to choose a strategic objective for a project

A lot of non-understanding and confusion arises for a client when a choice must be

made to link a project to a certain strategic objective, as no definitions or explanations

exist to clarify its exact meaning.

It will often happen that choosing a strategic objective to link to a project is based on a

subjective ‘presumption’. Obviously, a client has some perception of what is meant by an

objective, but what if doubts occur and the difference becomes important? Indeed, it can

easily happen that a client links a certain strategic objective to a project whereas another

person might define another strategic objective for the same project. For example, what

is the difference between ‘Process Improvement’ and ‘Process/Quality Improvement’.

Is it the same? Is one aware that ‘Process/Quality Improvement’ exists in the list while

7. The PB is the primary source in where it is described to which strategic objective a project is linked. The PB is

locally defined and comprises an electronic spreadsheet, which lists strategic objectives in a pick list from which a

single one should be chosen.
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selecting ‘Process Improvement’ in a hurry?

To enable correct linkage of a project by a client to a strategic objective, it is impor-

tant that definitions and clear clarifications are provided for each objective to clarify its

meaning.

− Insufficient coverage of project alignment by one strategic objective

By only allowing to link a project to one strategic objective, the alignment of the project

is insufficiently covered.

It is highly unlikely that projects performed will purely focus on realizing exactly one

strategic objective without also realizing some parts of other strategic objectives.

To enable more insight in how the strategy is supported by a project, it is important to

link a project to a collection of strategic objectives.

As it appears that up to 20% of all IT expenditures worldwide is wasted [5], it is important that it

is thoroughly assured that projects are indeed helping to realize the strategy and especially, that

it is verified, by what extent they help in this matter. This will help to carefully look after that the

budget is spend on the right thing: realizing the strategy. It is assumed that by solving each of

the above subproblems much of this issue will be softened.

B. Objective of categorizing projects in Portfolio Categories is not met

It appears that the objective of categorizing projects in Portfolio Categories is not met. Therefore,

it is not possible for business to gain insight to which areas the projects in the portfolios tend to

be focusses. Two main subproblems are derived in this matter:

− Inadequately considered portfolio categorization

The portfolio categorization seems to be inadequately considered. To easily illustrate

this, consider two of the six portfolio categories ‘Continuity’ and ‘Strategic continuity’.

These categories are very alike and intuitively call up some question marks, especially

when no clarifications are present either.

To enable an efficient categorization, it is important to establish a well-considered port-

folio categories, possibly by reconsidering the current ones.

− Definitions for portfolio categories are missing

Definitions for the portfolio categories are missing, consequently introducing non-

understanding and confusion for clients that are required to categorize a project in a

portfolio category.

For example, what is the difference between ‘Continuity’ and ‘Strategic continuity’ or

‘IT transformation’ and ‘Strategic Continuity’? Quite similarly as was pointed our for

strategic objectives, it is often difficult for a client to correctly categorize a project without

definitions or any explanations. Therefore, it is not that surprising that one is confused

and undeliberate mistakes are made.

To enable a correct portfolio categorization of projects, unambiguous definitions, clear

explanations and examples need to be provided for each category.
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C. Objective of categorizing projects in Value Add classes is not met

It appears that the specific objective of categorizing projects in four Value Add classes is not

met. For the AWB management, it is difficult to gain a complete insight in what value projects

bring along for them. The following two subproblems are derived:

− Clarifications provided for Value Add classes are insufficient

Clarifications are provided for each of the Value Add classes, but these can be interpreted

in various possible ways.

For example, if a project is dealing with cost reduction in some context, some people opt

to classify it as Category A ‘Sustain operations’: to minimize cost with the presumption

‘minimizes costs’ covers cost reduction. However, more studying on this category clar-

ifies it is actually meant for run-the-business projects in order to keep costs as low as

possible, not necessarily reducing them. However, one cannot blame the one responsi-

ble for mis-categorizing, because its flaw is understandable keeping in mind the lack of

explanation. This results in classes with categorized projects for which it cannot be as-

sured that these are correctly established, meaning that they will provide some indicator

for added value for AWB management, but not a reliable one.

To enable a correct classification, usable and unambiguous definitions and clarifications

for each Value Add class are needed.

− Value Add classes are incompletely addressing all sorts of value

It appears that not all projects can be classified under a Value Add class as these the

Value Add classes are not sufficiently complete.

To illustrate this, consider the classification of a project with a regulatory or legislative

nature. It appears that such a project cannot be fit to any class. Indeed, in general, a reg-

ulatory or legislative project is not minimizing costs (category A), nor it reduces baseline

costs (category B), it neither supports the growth of the business (category C) and it defi-

nitely not contributes to the revenues (category D). As 27% of the projects in the current

AWB project portfolio concern legal obligations, this has a quite serious impact. It is

required to classify each project in some category, these projects are spread around the

categories although they do not belong there. So reporting on the delivered value by

projects in terms of these categories must significantly deviate from the actual value de-

livered to the organization as 1
3 of the projects is not in the category in which it should

be. Hence, the perceived insight in value is not the actual situation which might lead to

adjustment decisions that just effect the opposite.

To assure completeness of the Value Add classes, a redefinition and possible extension

is required (for instance with a category legal obligations). For this, the current portfolio

can be studied to base this redefinition on practical findings, accompanied with clear

explanations and examples.
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2.3 Main concerns for portfolio management at ING Bank

In the context of the portfolio structure of ING Bank, several main concerns of PPM are high-

lighted in this section that make the realization of project portfolios within OIB difficult and are

common issues throughout its departments.

2.3.1 Discrepancy between functional and hierarchical steering

As the business side of ING Bank is functionally oriented whereas the change&development

departments of OIB are hierarchically coordinated, the VCM concept was introduced with the

specific intention to assure a clear way of working between these parties. Perhaps the concept

itself realizes that, but unfortunately, still the management of many of the regions continues to

take decisions which are not in line with the roles and responsibilities described in the VCM.

The demand list of projects and budgets specified by business, is translated to an MTP as the

point of reference within OIB. However, the MTP is subject to some basically unallowable deci-

sions of regional nature that has consequences on its turn to the demand list of business. For

instance, regional management decides to cut the budget of a regional IT department whereas

this should happen in cooperation with the VC and within the specified context of the VCM con-

cept. Logically, the realization of the agreed upon demand list within a certain budget becomes

entrapped due to the discrepancy between functional and hierarchical steering.

2.3.2 Inconsistent project and programme delivery standards across
regions

In the previous organizational setting of ING Bank, project portfolios were established region-

ally as mentioned in the previous section. Throughout the years, each of these regions adopted

an own way of working in realizing projects and programmes, resulting in differences in their

delivery standards. Hence, as the information that resides in each of these portfolios has come

about in a (significantly) different way, there is a mutual inconsistency among the regional

project portfolios. Also, the unparalleled structure of these regional portfolios, makes the in-

formation simply incomparable.

In this constellation it is immensely difficult to construct a reliable project portfolio of a depart-

ment that consists of several regions. The current mapping from the information of each of the

regional project portfolios to a departmental portfolio might be an option but not a solution, as

assumptions are not the way to construct a reliable knowledge base for decision-making. For

example, even if a certain element seems to cover the same load as an element in the uniform

project portfolio, it is uncertain what the underlying definitions or rules are to come to that

specific information. Due to inconsistent project delivery standards within departments, busi-

ness cannot be provided with (reliable) information on all OIB projects that can be useful in

decision-making.
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2.3.3 Weak link between business strategy and project or programme
selection

It is obvious that business managers of a VCs or SCs know very well which projects or pro-

grammes they would like to see performed as soon as possible. Nobody doubts the fact that

benefits will be gained from its realization.

However, for ING Bank it is important to perform projects and programmes that thoroughly

help in realizing the strategy of the organization to ensure the future of the company. Apparently,

there is a weak link between the business strategy and the actual event of project and programme

selection. Currently, projects and programme are not explicitly checked against the goals of the

ING Bank business strategy but rather intuitively. For that reason, it is left in the dark whether

projects and programmes help to achieve the strategy for a great deal or just a bit.

With the current project and programme selection procedure, scope gliding might occur to the

short term realization of the strategy which impedes the long term goals of strong growth of

ING Bank.

2.3.4 Unawareness of risk impact on return of project or programme

One of the roles of business is to make decisions regarding projects and programmes but also

to select the right projects with the highest return. Actually, business just wants to know if they

give money for a project, what will they get in return and what are the chances that the project

or programme will be delivered as expected?

However, it is note made clear enough to business what the impact of risk is on the return of a

project or programme. It is important that this relation is communicated sufficiently to business

as it can be a decisive factor in making an actual project decision.

Current unawareness at times of decision-making often results in projects that do not play out

as expected, leading to higher project costs. It is undoubtable that good decisions are currently

possible but much can still be gained in better decision-making upfront by having more foun-

dations for decision-making.

2.3.5 Only financial value taken into account in project or programme
selection

Within OIB value of a project is solely denoted by financial parameters, whereas many other

non-financial aspects that wrap up the value of a project exists that should be addressed as well.

This perception of value within OIB is not at all in line with the managing vision of INGGroup’s

CEOMichel Tilmant, who stressed that ING should focus on a managing-for-value concept [17].

He explaines that there is a difference between making an accounting profit and creating value

for the shareholders. For instance, it can happen that the rate of return a company makes is

lower than the cost of capital supplied by its shareholders and debtholders. In that case, a com-

pany may still be growing and making profit from an accounting point of view, but it is not
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meeting shareholders expectations so shareholders will value the company less. ‘That’s why a

pure focus on accounting profit is not good enough!’ [17]

It appears that approximately 70% of projects currently performed at OIB are regulatory or

legislative projects, typically with negative financial parameters. As the value is only wrapped

up in financial aspects, up to 70% of the portfolio is said to have a negative value, which is

absolutely counterintuitive.
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3 Enterprise Programme Management

The analysis of current PPM activities at OIB in chapter 2 pointed out that there are several

issues that impede the establishment of departmental portfolios. Section 3.1 describes that ING

Bank acknowledges this and therefore recently decided to introduce Enterprise Programme

Management (EPM) at OIB with the objective to tackle the current situation.

To understand which EPM processes will be needed to establish and manage an OIB enterprise

portfolio, a structure is proposed in section 3.2.1 whereafter a closer look is given to the required

views by the PPG framework in section 3.2.2.

By taking into account the context sketched, six critical processes are outlined in section 3.3 to

establish EPM at OIB which aim at overcoming the portfolio management issues at stake.

3.1 Establishing EPM at OIB

It can be concluded from the summary described in section 2.3 that several issues impede the

establishment of consistent departmental portfolios. The core bottleneck in this matter are the

still existing regional portfolios that are established in line with the previous organizational

context. This allows the OIB regions up to some level to continue with their autonomous way of

working.

In this context, ING Bank decided to introduce the EPM methodology at OIB in concert with

the roll out of an enterprise wide tool called Clarity, replacing all current regional project man-

agement tools. Consequently, only one OIB enterprise portfolio will remain whereas all regional

portfolios (and tools) will cease to exist.

EPM provides a methodology that enables a holistic view of the coordination and oversight man-

agement of all programmes and projects within OIB. It is primarily concerned with enterprise-

level management of project and programmes in order to support enterprise-level decisionmak-

ing [19]. According to META Group, the key of EPM is risk/reward management, meaning that

the risk and reward of ventures must be consistently balanced [20]. In short, the focus should

be on increasing visibility for better decisions, reducing risks as well as enabling value delivery

and ensuring that projects and programmes are aligned with the strategy [20]. An interesting

aspect of EPM is that it makes highly use of quantitative information, with the specific aim to

enable more objective and founded decision-making.

Obviously, each of these characteristics is supported by the selected OIB enterprise portfolio

management tool facilitating the EPMmethodology. Studying the documentation [24, 25] of the

tool reveals which kind of information of projects and programmes is needed for the tasks it is

19



3.2. MANAGING AN OIB ENTERPRISE PORTFOLIO

designed for. It appears that - plain and simple - quantitative indicators are required to express

the alignment, risk, value, priority, etc. of projects and programmes, naturally next to the more

common financial figures like for example costs.

However, currently no methods or approaches exist at OIB that make it possible to derive quan-

titative indicators for the above mentioned elements. It is important that this is thoroughly

addressed in the processes that will establish EPM at OIB.

3.2 Managing an OIB enterprise portfolio

In order to establish EPM processes that facilitate the management of an OIB enterprise port-

folio, it is important to understand which aspects EPM must exactly address in the context ING

Bank.

It is interesting to first elaborated the structure of the OIB enterprise portfolio and to learn

carefully which requirements the PPG framework demands from EPM processes1. It must be

aimed for that each of the processes to be designed thoroughly addresses the characteristics of

EPM, seamless balanced and aligned with the PPG framework.

3.2.1 Proposed structure of the OIB enterprise portfolio

One could simply argue that a fairly logical structure would be to have one (coherent) project

portfolio at each OIB department and an OIB portfolio as the sum of these portfolios. But it

is important to be first aware what one aims to achieve with the portfolio information and to

whom it should be provided upon request. After all, the main objective of establishing an OIB

enterprise portfolio is to ensure that all management levels of ING Bank, on the supply as well

as the demand side, can be provided with the required reliable steering information. This must

be taken into account in its structure to assure that the right information can be provided to the

right people at the right time.

Hence, the portfolio must be ‘generic’ enough to concede to the requirements of the supply side

but also the demand side. Actually, from a business point of view it is only important to gain

insight in the way money is spent on infrastructure, applications and operations, no matter how

OIB organized itself to realize this. Also, the portfolio information flow must be assured at all

times and it is perhaps not unthinkable that the OIB departments are reorganized some day.

Having all this in mind, the proposed OIB enterprise portfolio is shown in Figure 3.1 which

comprises a master portfolio and three child portfolios where a clear distinction is made be-

tween long-term realization of change and middle- and short-term developments. The master

portfolio comprises programmes and project clusters, its child portfolios comprise projects2 in

the area of applications, operations and infrastructure. This structure is in line with the more

‘stable’ functional division, much more as the current portfolios which are established from aAdapted portfolio

structure, cf.

section 2.1 1. Note that this Master Thesis focusses on the future situation of EPM and the OIB enterprise portfolio management

tool Clarity. The interbellum between the current situation and future EPM situation is not addressed in this Master

Thesis.
2. In the PPG framework it is recommended to cluster multiple Enhancements into Projects and to execute them

together conform the GPL Project Life Cycle
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Figure 3.1: Proposed structure of the OIB enterprise project portfolio

departmental ‘fluid’ point of view.

The OIB master portfolio focusses on the long-term realization of change and reflects how the

strategy of the organization is supported by the portfolio. It consist of large programmes and

project clusters in which a related series of projects are grouped and managed to ensure that the

overall business objectives are achieved. The main difference between a programme and project

cluster is that the former has a specific business case whereas the latter has not, making them

easily recognizable. Both coordinate and manage interrelated projects as one unit, meaning that

these should be linked up: all projects in the child portfolios should be part of a programme or

project cluster. Actually, this means that the OIB enterprise portfolio can be represented by a

tree-structure, where the details of projects or enhancements can be tracked back through the

overview of the parent programme or project cluster, making its relation very transparent and

clarifying for management.

The focus of a child portfolio is typically on themiddle-long and short-term realization of defined

parts of a programme or project cluster. It consist of projects and clustered enhancements. The

main difference between a project and an enhancement is that the former has a specific business

case (PID) whereas the latter has not. For an enhancement only a PB is required due its typical

low cost, risk, duration and impact on the organization.

Finally, it are the regionally dispersed departments of ORB, OWB, ARB, AWB and Infra, that

enter their information in the OIB enterprise portfolio in line with their functional responsibil-

ity. Note that the regions are not part of the portfolio structure, but are purely shown as actors

in Figure 3.1 or indicative reasons. This to visualize that it are people employed in a region

all around the world that will eventually enter the information directly in the OIB enterprise

portfolio.

3.2.2 Required portfolio views of the OIB enterprise portfolio

In the previous subsection, a more or less ‘generic’ structure of an OIB enterprise project port-

folio was proposed with the specific aim to fulfill the portfolio information requirements of both
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the supply and demand side.

Project Portfolio Pyramid ViewOIB enterprise project portfolio
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Figure 3.2: Portfolio reporting on OIB enterprise portfolio to management levels in views

In fact, this structure is perfectly suitable to realize the required views for the various manage-

ment levels. It has been chosen to visualize these views in a so-called project portfolio views

pyramid for the different management levels of business as well as change&development in

Figure 3.2.

To establish each of these chosen views, several parameters must be recorded in the portfolio.

For each project it must be defined which VC or SC will be supported by the results of the

project, what Business Line represents its demand side, what OIB department represents

its supply side and which OIB region is responsible for its actual production. Having this

information for each project, the various views can be easily established by filtering on each of

the criteria of the management levels:

− PRB portfolio view

The PRB portfolio view has been chosen to provide insight in all OIB programmes and

projects for the Wholesale and Retail Banking business lines to the Portfolio Review

Board (PRB) (strategic level 0). The PRB monitors the performance and business align-

ment of the portfolio on a high level and has the responsibility to take the appropriate

decisions for programmes or projects with a cost over 15 million euros [21].

− Business Line portfolio views

A Business Line portfolio view has been chosen to provide an overview of all OIB pro-

grammes and projects performed for a business line to its Business Line board (strategic

level 1). As each business line consists of several VCs and SCs, it comprises the projects

of each of its chains. A Business Line board is concerned with the overal management

of programmes and is required to take the appropriate decisions for programmes and

projects with a cost under 15 million euros [21].

Note that OIB mainly performs projects for the Retail and Wholesale Banking business

lines. Approximately 95% of the projects of these business lines are performed by OIB,
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so it is fair to say that the OIB enterprise portfolio basically is ‘their’ portfolio, although

some non-OIB projects must be added as well to have a complete business line portfolio.

− Value or Support Chain portfolio views

A Value or Support Chain portfolio view has been chosen to provide insight in all OIB

programmes and projects within a chain to its Value or Support Chain Team (tactical

level 2). The primary responsibility of a Value or Support Chain Team is the overall

management of projects and approving programmes and projects with a cost less than

5 million [21]. For projects with a cost higher than 250.000 euros, an OIB department

head must give its approval as well [21]. This responsibility also concerns the prioritiza-

tion and selection of programmes and projects within a VC or SC and establishing the

MTP. In fact, the Value or Support Chain portfolio views will help in fitting the complex

puzzle between supply and demand for the realization of programmes and projects.

− OIB portfolio view

The OIB portfolio view has been chosen to provide an overview all programmes and

projects that are performed at OIB. In fact, this view is the linear reflection of the com-

plete OIB enterprise portfolio, its (parent) programmes and project clusters and the

relation to its (child) projects.

− OIB departmental portfolio views

A OIB departmental portfolio view has been chosen to comprise all programmes and

projects performed at an OIB department. This view provides the necessary overview

of programmes or project clusters and its projects to the Programme or Project Cluster

boards (tactical level 3) and the Project Boards (operational level 4) at an OIB depart-

ment. These boards are concerned with the day to day planning and management of

project and programmes [21].

− OIB Regional project portfolio view

A regional portfolio view comprises all projects performed at a region. From a business

perspective, it seems unnecessary to have regional portfolio views in the context of the

new organizational structure. However, regions play an important role in the MTP

process where budgets of a department is rationed and allocated to regions. To keep

track of the delivery of projects within the allocated budget, it is naturally important to

have an accurate view on this.

It is important that the portfolio views are provided in a standard format to each of the manage-

ment levels. For the portfolio view provided to the PRB, also a spearhead reporting, consisting

of the largest or highest profiled programmes is required.

3.2.3 Expectations OIB enterprise portfolio

Both the demand and supply side of ING Bank have specific expectations towards EPM.

The demand side of ING Bank expects that EPM will help in assuring that projects that are

undertaken better align with their strategy and realize an acceptable return on their investment.

Also, as an OIB enterprise wide portfolio will be established, it is expected that more accurate,
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transparent and comparable portfolio information can be provided that will help them in mak-

ing more founded decisions with respect to projects. Moreover, with an OIB wide enterprise

portfolio is expected that the full strategy of ING Bank is sufficiently addressed and the perfor-

mance of projects can be improved.

The supply side of ING Bank, who’s role is fulfilled by OIB, expects the EPM initiative to coor-

dinate and communicate projects that need to be performed. Also, EPM is expected to provide

suitable and effective project and programme management methodologies to enable efficient

development as well as governance to enable uniform recording of projects and programmes.

Also, the supply side expects EPM to visualize into where each project fits in the landscape of

business strategy to understand what part of the strategy is delivered for ING Bank by OIB.

3.3 Required processes to establish EPM at OIB

To accomplish the portfolio views as chosen in the previous section on each of the management

levels, it is important that much attention is payed to the underlying processes.

Indeed, on the one hand it is very important that these processes together thoroughly address

the shortcomings of current PPM activities, as described in chapter 2, to assure a reliable and

trustworthy enterprise portfolio build on accurate information, on the other hand the quantita-

tive aspects of EPM must be addressed adequately.
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Figure 3.3: Critical processes of EPM in context of OIB

EPM is a methodology implemented at the supply side, with the specific objective to facilitate

the tactical execution of the strategy that is formulated by the demand side. In fact, the EPM pro-
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cesses should be the glue between the supply and demand side at ING Bank, with the specific

aim to establish an enterprise portfolio consisting of accurate and uniformly recorded informa-

tion. It is this information that is subsequently reported in different granularity to the demand

side of ING Bank, as was described by the different portfolio views in section 3.2.2, to enable

a holistic view of the coordination and oversight management of all programmes and projects

that are performed at OIB.

The role of supply side is fulfilled by OIB, which currently consists of five departments that

are burdened with change and development: AWB, OWB, ORB, ARB and Infra. Each of these

departments have specific specialism in performing projects in the areas of applications, opera-

tions or infrastructure.

The role of demand side is fulfilled by the business of ING Bank is represented by three gover-

nance boards: the Portfolio Review Board, the Business Line boards of Wholesale Banking and

Retail Banking and the Value and Support Chain Teams of each of these business lines [21].

The OIB enterprise project portfolio is the core of the EPM initiative.

It has been chosen to define six processes that are critical to establish EPM at OIB, which are

presented in Figure 3.3. These processes have been derived both from experiences within ING as

well as from the literature describing EPM. In defining these six processes that must establish

an OIB enterprise portfolio together, two criteria were continuously held in mind: ‘doing the

right things’ and ‘doing the things right’ [13]. The former focusses on making sure that the

projects and programmes that are performed are those that bring along the most for ING Bank.

The latter focusses on realizing these projects and programmes in an efficient and repeatable

way.

Doing the right things:

− Assist in project and programme assessment

Assisting in process and programme assessment specifically aims at helping business Awareness risk and

alignment, cf.

sections 2.3.3

and 2.3.4

in selecting good projects and programmes.

This process is derived based upon experiences of the author within ING Bank. As

it appears that not all elements in current decision documents sufficiently address all

possible aspects in a complete way or fail to make clear to business what exactly they are

telling, it is chosen to incorporate this process among the EPM methods. Currently no

concrete knowledge is present within ING Bank in this matter.

− Assist in portfolio alignment

Assisting in portfolio alignment aims at helping business in assuring that the whole Portfolio

alignment, cf.

section 2.3.3

portfolio is aligned, with the specific objective that, in the end, the full strategy is

successfully accomplished.

It appeared from experiences within ING Bank that great unawareness exists among

business executives what is exactly achieved by a portfolio of projects and programmes

for which they are paying extensively. It is chosen to address this obscurity in a thorough

manner and make this process part of EPM.
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Doing the things right:

− Project and programme governance

Project and programme governance aims at providing methodologies that enable theConsistent delivery

standards, cf.

section 2.3.2

supply side to realize projects and programmes in a coherent and consistent manner

across OIB.

This process is derived from the descriptions of EPM in the literature, which argues that

one of the core goals of EPM is to establish effective repeatable processes for projects and

programme execution [20]. In the current OIB organization, this knowledge is anchored

in the GPL framework which is developed at OIB/F&BS.

− Project and programme portfolio governance

Project and programme portfolio governance assures that all decisions taken by the de-Consistent

portfolios, cf.

section 2.3.2

mand side, from project or programme idea to ultimate delivery, take effect at the supply

side.

Taking into account the underlying reason for the decision taken by ING Bank to in-

troduce EPM at OIB, it is quite logical that a portfolio governance process is one of the

EPM processes. In the literature, it is also described as such [20]. Currently, knowledge

on portfolio governance is regionally dispersed across the OIB departments, meaning

that each region employs a team that is concerned with some form of PPM. For instance,

at unit AWB/Business Support/Strategy&Business Change (S&BC). All this knowledge

should be gathered in this process.

− Process optimization and improvement

Process optimization and improvement focusses on improving EPM processes that are

employed at the supply side.

This process is derived from the descriptions of EPM in the literature, which describes

that project or programme performance improvements can be gained by focussing on

optimizing current business processes [20, 19]. This area comprises Six Sigma, Process

Modeling, best practices, etc. Currently, knowledge in this area is found at OIB/F&BS.

− Resource management and optimization3

Resource management and optimization focusses on managing resources adequately

for each project and programme performed, hereby optimizing the performance.

In the literature it is argued that with respect to EPM, human resource-oriented

capabilities are crucial to do more than simply improve the ability to execute projects

and programmes [20, 19]. Currently, knowledge in this area is not present within ING

Bank.

Each of these processes will be described in more detail in the following subsections.

3. Although this process promises to be interesting in improving the performance of projects and programmes, it is

currently just not feasible at all to realize this at the OIB departments due to limitations in its current capabilities.
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3.3.1 Project and programme portfolio governance

The ‘project and programme portfolio governance’ process coordinates all decisions taken by a

Value or Support Chain Team in the context of their VC or SC portfolio and assures that they

take effect at the supply side.

Each year, project and programme proposals are formulated as part of the MTP process where-

after a rough prioritization is made and budgets are foreseen. This comprises the so-called in-

tended portfolio list of a Business Line, which only consists of coarse grained proposals. From it,

an intended portfolio list is derived for each VC and SC in line with their specific specialism. At

that point, the Value and Support Chain Teams requests the ‘Project and programme portfolio

governance’ process to communicate the intended VCs and SCs portfolio list to the supply side.

With the Project Mandates (PMs) and ProgrammeMandates (PrMs) provided to the supply side,

the establishment of a VC and SC portfolio is coordinated, facilitating the start of the life cycle

of projects and programmes.

Although it is then known what each VC and SC wishes to realize in the forthcoming year, it

must be thoroughly examined how the intended portfolio can be realized and who is needed to

effectively execute it. The OIB departments of Operations, Applications and Infrastructure are

important partners in this matter and must closely work together with business to establish an

executable VC or SC portfolio.

In a first phase the supply side is required to give insight into the cost and duration up to some

low level of detail whereas the demand side must assure that it is well aligned with business di-

rection. If the Value or Support Chain Team finds them acceptable, the ‘Project and programme

portfolio governance’ process is requested to communicate to the demand side that the project

or programme is initially approved and can proceed to the next phase of its life cycle.

In a second phase, the supply side is required to thoroughly address each proposal in full detail

and to provide insight in the return. If the Value or Support Chain team finds this acceptable as

well, it can start to derive a rolling planning for the portfolio for the forthcoming year. Accord-

ing to this planning, the ‘Project and programme portfolio governance’ process controls which

projects and programmes should be executed and communicates this to and coordinates it at

the supply side.

Once a Value or Support Chain has established an executable portfolio following a rolling plan-

ning, it is occupied with controlling it. Reporting will point out whether or not adjustments

should be made to the planning, having possible consequences to the execution of projects and

programmes. Again, the ‘Project and programme portfolio governance’ process communicates

and coordinates decisions upon this matter to the supply side.

The process continues until the planning has been completed and all projects and programmes

are closed.

3.3.2 Assist in project and programme assessment

Upon assessment of projects and programmes, the Value or Support Chain Team is assisted by

the ‘Assist in project and programme assessment’ process.
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Assessing projects and programmes in an effective way, is a cornerstone of the EPM process as

it is the moment par excellence to choose well and to save a lot of time andmoney. Indeed, when

it can be made clear to business upfront whether or not a project or programme will contribute

to the strategy but also whether or not it will have an acceptable return, the right decisions can

be made in time on the right proposals.

The ‘Assist in project and programme assessment’ process consists of an assessment procedure

that enables the determination of the alignment of a project or programme in a first phase

as well as an estimation of the return it will bring along for ING Bank in a second phase.

The process can start whenever a project or programme in a VC or SC portfolio has the status

‘intended’ to determine its alignment, whereas a status ‘initiated’ is required to determine its

return.

The Value or Support Chain Teams of the Business Lines are responsible for taking the decisions

on whether or not to take on a project or programme. However, in order for this EPM process

to valuably assist, it is crucial that these teams recognize and trust the outcome of the process

intuitively. Indeed, if it disliked, the usefulness of this process will be doubted and most likely

be disregarded in decision-making.

For that reason, business is requested to provide explicit input for the assessment procedure

and to set the parameters in such a way that the outcome is as desired and in line with their in-

tuitive feelings. It is Enterprise Programme Management Office (EPMO) that is responsible for

establishing an assessment procedure that can be uniformly applied, but it is business that must

refine the procedure until they identified themselves with a reliable outcome in their opinion.

It is important that business supports the underlying methods so that it will effectively become

their model. Otherwise the outcome of the assessment procedure runs the risk that it will be

denoted as untrustworthy, consequently it might not be used at all by business in selecting the

right projects and programmes. The input4 that is required from business will be discussed in

more detail throughout chapter 4.

Once the information is gathered that is needed in the assessment procedure, it is up to the

‘Assist in project and programme assessment’ process to quantify the results and report them

to the relevant Value or Support Chain Team along with an advice. This outcome is purely

supportive and the boards still make the final decision.

3.3.3 Assist in portfolio alignment

Upon establishment of executable VC or SC portfolio as well as when it is executed, the Value

or Support Chain Team is assisted by the ‘Assist in portfolio alignment’ process.

This process assists in assuring that the portfolio is sufficiently aligned in such a way that each

tactical objective is sufficiently supported by the projects and programmes in the portfolio so

that the strategy of VCs and SCs will be successfully realized in the end.

Quite similarly as described for ‘Assist in project and programme assessment’ process, it is

important that Value or Support Chain Teams recognize and the results of the process. For that

4. Note that a requirement for business input will be explicitly marked in the margin

28



3.3. REQUIRED PROCESSES TO ESTABLISH EPM AT OIB

reason, their explicit input is needed in this matter. Throughout chapter 5, the required input

will be addressed.

The ‘Assist in portfolio alignment’ process is started once the main constituent of projects and

programmes in a VC or SC portfolio have the status ‘initiated’. As it is known at that moment for

each project and programme individually how they are aligned, it is possible to verify whether

or not the intended portfolio is sufficiently aligned in such a way that the support of the projects

and programmes is balanced across each of the tactical objectives. The outcome of this process is

reported to the Value or Support Chain team, that has the liberty to possibly take the appropriate

actions in case the portfolio is not supporting the VC or SC strategy.

As soon as a VC or SC portfolio is in execution, the ‘Assist in portfolio alignment’ process

is started on a quarterly basis to verify whether or not the complete VC or SC portfolio still

supports each of the tactical objectives sufficiently. To have a complete overview of all projects

and programmes in the VC or SC portfolio that aim at achieving the strategy during that year,

the projects and programmes that still have the status ‘initiation’ as well as those that might

already been successfully ‘closed’ and naturally those that are in execution must be taken into

account. Otherwise, it might appear that one tactical objective is poorly aligned, whereas these

projects or programmes have already been performed or closed, having as a consequence that

the objective was indeed addressed sufficiently.

Each of the ‘running’ projects and programmes is individually checked whether or not it still

supports the tactical objectives. For instance, it might be that the requirements of a project or

programme have changed or that it is even (temporarily) stopped. As this usually also means

the tactical objectives are somewhat differently addressed, it is important to verify what the

implications are for the individual alignment of a project or programme. Afterwards, it can

be verified whether or not a VC or SC portfolio still sufficiently supports each of the tactical

objectives of the VC or SC strategy.

It is up to the Value or Support Chain Team to take the decisions they find necessary, based on

the outcome of the process.

3.3.4 Project and programme governance

The ‘Project and programme governance’ process is concerned with providing a methodology

to the change and development departments of OIB for developing programmes and projects,

applicable in a generic and repeatable manner. Indeed, the life cycle of projects and programmes

must comply to the same framework to ensure that the information it brings along is mutually

comparable.

To achieve this, the GPL framework will need to be adapted in such a way that it describes

effective, clear, unambiguous, well-considered and consistent definitions and standards for the

governance of programmes and projects in all departments of OIB. The objective is to assure

that the projects and programmes deliver similar information in every department and region

at the same moment in their life cycle.

Naturally, it is also important to monitor and coach the correct and consistent application of

the framework across all change and development departments of OIB, to ensure that no devi-
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ations occur and to guarantee the information that comes along a project at one department is

comparable and consistent to the information of a project of another department.

3.3.5 Process optimization and improvement

The ‘Process optimization and improvement improvement’ process is concerned with optimiza-

tion and maintenance of common processes of the OIB departments.

The process focusses on improving the performance, efficiency and effectiveness of processes

used by all OIB departments. The specific aim is to improve processes in such a way that it

will be better possible to realize projects and programmes within the budget and time estima-

tions. One of the important things that should be into account is learning from the past. Project

and programmes and the underlying process must be examined and improvements should be

made to avoid similar causes of failure. It must be guarded that improvements in these pro-

cesses are carried trough without polluting the consistency of project information and without

ambiguities.

3.3.6 Resource management and optimization

The ‘Resource management and optimization’ process focusses on better managing the re-

sources at OIB.

To achieve true improvements in the realization of project and programmes, it is interesting to

document individual professional competence of all available resources as well as other asset-

like resources, for example infrastructure, applications, etc.

Specific knowledge of the specialism of people will make it possible to assign the right people to

the right projects, making it possible to work on the performance of projects and programmes.

For instance, consider a specialist that is working on tasks at one department that could be

perfectly done by other capable people, as currently there are no projects for its specialism. In

another department, a project is performed for which a shortage in this specialism occurs so

other people are required to perform such tasks, making the project go slower and possibly with

more mistakes. By having an information base of resources, the specialist could be assigned to

the task at the other department, thereby significantly adding value for the performance of the

project.
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4 Assist in project/programme assessment

One of the main irritations towards IT is that projects are rarely delivered on time, often go over

budget and do not deliver the expected functionality. The current estimates of these aspects, on

which decisions are based to take on projects and programmes, often deviate from the actual and

ultimate results. As section 4.1 describes, it appears that these estimates insufficiently address

all possible aspects in a complete way or fail to make it clear to business what exactly they are

telling.

This shortcoming can be softened by assisting business in project and programme assessment . EPM process, cf.

section 3.3.2Section 4.3 describes how the quantification of key expectation factors of project and programme

proposals can help to clarify decisive aspects to business so that more insight is provided for

better decision-making regarding the selection of the right projects and programmes.

To achieve this, section 4.3 proposes an improved project and programmes assessment proce-

dure. Sections 4.5 till 4.7, describe how the alignment and the return of a project or programme

proposal can be quantitatively determined.

4.1 Current project or programme assessment procedure

Each year, project and programme proposals are formulated as part of the MTP process where-

after a rough prioritization is made and budgets are foreseen. This comprises the so-called in-

tended portfolio list of a Business Line, which only consists of coarse grained proposals. From

it, an intended portfolio list is derived for each VC and SC in line with their specific specialism.

Although it is then known what each VC and SC wishes to realize in the forthcoming year,

it is a Value or Support Chain Team that is concerned with the task to examine how these

intended projects and programmes can be realized, who is needed to effectively execute them

and whether or not it is even worth it. The OIB departments of Operations, Applications and

Infrastructure are important partners in this matter and work closely together with a Value or

Support Chain Team to establish an executable VC or SC portfolio. In this matter, the current

procedure followed in assessing proposals comprises two steps, in line with the first two stages

of the GPL framework which is employed in executing projects and programmes.

In a first phase the supply side is required to estimate the cost and duration up to some low level

of detail, by formulating this information in a PB or Programme Brief (PrB). Principally based

on this information, a Value or Support Chain Team (already) makes the decision that enables

the supply side to continue to the second phase.

However, in this phase particular, business is interested in whether or not it is worth performing

it: is it truly helping in realizing the strategy? are we spending the budget on the right thing?
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Although a PB or PrB roughly addresses these aspects, it is not providing the required insight

to answer such questions. Indeed, it is addressing the strategic alignment in some way, but it is

not telling one to which objectives the project or programme is expected to align and how it is

expected to align. For instance, addressing strategic alignment by ‘This project is aligned to the

MTP business plan for Equity Derivatives Amsterdam’ or ‘As being part of EC Europe, we need

to comply to the new standards set by EC Europe programme Harmonizing’, is not sufficient

for deriving information that is helpful in the decision-making process.

In this phase, the supply side is required to thoroughly and profoundly address each proposal in

full detail by writing a Project Initiation Document (PID) or Programme Initiation Document

(PrID). The management summary comprises a cost benefit analysis and financial metrics such

as NPV, IRR, Payback Period and ROI. Principally based on this information, a decision is made

by a Value or Support Chain Team to take on a project or programme proposal.

Business is particularly interested in what a project or programme proposal will cost and what

it will return. However, the management summary focusses to a large extent on cost aspects

whereas the financial return of a project is often not reflecting its true value potential as to-

day’s projects and programmes largely consist of intangibles as well. Indeed, the PID or PrID

comprises an oversight of the totality of what to expect of a project or programme, including

non-financial aspects among others. However, it falls short to communicate this ‘totality’ to a

Value or Support Chain Team. This makes it particularly difficult for them to perceive all as-

pects of the return a project or programme is expected to bring along, and quite obviously these

elements are not taken into account in the decision-making process for that reason.

4.2 Clarify decisive aspects of project programme proposals

Assisting a Value or Support Chain Team in assessing a project or programme proposal and

bringing clarity into those elements for which it is important to take them into account in

decision-making will help in better selecting the right projects and programmes.

By clarifying decisive aspects of proposals, a Value or Support Chain Team is able to better

understand the totality of projects and programmes and is for that reason better aware of what

to expect. Having a better insight upfront can be enlightening so that better decisions can be

made in time so that choices are made well and project or programme durations and budgets

are retained.

By providing clarifying quantitative information, it is expected that more insight can be intu-

itively created in the totality of a project or programme proposal. The information provided to

a Value or Support Chain Team is not binding for them but it is there to help. In the end, they

still have to make the decisions they feel are the appropriate ones.

One of the interesting characteristics of quantitative information, is that business typically at-

taches great value to figures as is illustrated by the executive summary in the PID or PrID,

which solely consists of (financial) information in terms of figures. Figures are intuitively clear

in telling the information it wraps up and, for that reason, are highly favorable.

Another interesting characteristic of quantitative information is that it is comparable. Indeed,

quantitative information of one project or programme can than be compared to another one,
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facilitating the ability to understand which proposal is more interesting than another one and

enabling better selection. This is particularly helpful in discussions and for winding up a deci-

sion during disputes.

There are two aspects in particular that need to be made clear upon selection of projects and

programmes. In fact, quantitative information should be provided to answer the following two

important business questions: ‘Is a project or programme proposal contributing to our strategy?’

and ‘What is the true return a project or programme is expected to bring along?’.

The former is about ensuring that the budget is spend on the right things, so that the investment

is justified by the contribution a project or programme proposal is expected to make to the

realization of the organization’s strategy.

Quite straightforward, the latter aims at answering an imperative question in common business

sense: if business would make the investment in the project or programme proposal, what will

it get in return?

Any quantitative information and methods that will address the above mentioned questions,

must be considered purely as an extension of the current procedure described in the previous

section and should be employed in concert. This to make a Value or Support Chain better aware

of the important decisive aspects that are currently left in obscurity. Indeed, the estimates on

cost and duration as well as the the executive summary described in the previous section must

still be considered equally likely in decision-making with respect to project and programme

selection.

4.3 Improved project and programme assessment procedure

In Figure 4.1, an improved project and programme assessment model is presented. This model

is designed to assist a Value or Support Chain Team in making the appropriate decisions regard-

ing the selection of a project or programme proposal. It has been chosen to clarify the decisive

aspects of projects and programmes to business in a quantitative manner.

In a few decision steps that take into account the quantitative information purely objectively, the

model suggests on the possible action to be taken by business. It will nevertheless still remain

the responsibility of business to make the final decisions. In this matter, it is absolutely crucial

that business perceives this information as truly helpful, otherwise they will have the tendency

to just neglect it. For that reason, in establishing the underlying methods that derive the quanti-

tative indicators, a strong focus should be on the wishes of business. Indeed, it is business that

hopes to make use of these figure as a foundation in decision-making, thus making it important

to provide them with exactly that insight they are confident with.

In the model a distinction is made with respect to proposals that are triggered by external obliga-

tions of ING Bank to comply to laws and regulations and those that are triggered by ING Bank

itself.

In case it concerns an ING proposal, the model requires that two interrelated decision steps

must be considered before one can decide whether or not a project or programme proposal

should be taken on. First, it is verified whether an ING proposal is sufficiently aligned. Secondly,
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it is examined whether its return is sufficiently satisfiable. Once both of these steps have a

positive outcome, it is advised to take on the project and to incorporate it into the portfolio.

Otherwise, it is advised to turn down or to redesign the proposal in that form.

In case the project is of a regulatory or legislative nature, it is verified whether or not its return

is sufficiently assured so that it is reasonable to expect a successful completion, in line with its

business case. As turning down such a regulatory or legislative project is not an option, it is

advised to split it up or to redesign it in case its return is not acceptable.

Is the 
project or 

programme proposal 
of a regulatory or 

legislative
nature?

Is the 
project or 

programme proposal 
of a regulatory or 

legislative
nature?

Turn down or redesign
ING proposal

Take on 
ING proposal

YES

NO

NO

YES

YES

NO

Split up or redesign
regulatory or 

legislative proposal
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Take on 
regulatory or 

legislative proposal

YES

Is the 
ING proposal 

sufficiently aligned 
with its tactical 
objectives?

Is the 
ING proposal 

sufficiently aligned 
with its tactical 
objectives?

Is the
return of the
ING proposal
sufficiently
satisfiable?

Is the
return of the
ING proposal
sufficiently
satisfiable?

Is the
return of the 
regulatory or 

legislative proposal 
sufficiently 
assured?

Is the
return of the 
regulatory or 

legislative proposal 
sufficiently 
assured?

Figure 4.1: Proposal for enhanced project assessment procedure at a VC or SC

Each of these four decision steps will be addressed in more detail throughout the following

subsections.

4.3.1 Is the proposal of a regulatory or legislative nature?

The first decision step in the model verifies whether or not a proposal is issued by mandatory

or legislative obligations. Fact is that some proposals are a consequence of the need of ING

Bank to comply to laws, regulations or ethical standards. These can be set out by governments

or regulatory institutions like for example a National Bank, the European Central Bank, the

European Committee, the American government, etc.

For example, in recent years, it has been required for ING Bank to comply to the US Sarbanes-

Oxley Act (SOX), which insists on better corporate governance, disclosure, and financial report-

ing. Or to the US Patriot Act which requires that banks verify customer identities to assure that

one is not on a terrorist list. But also, more recently, to the Basel II Capital Accords which re-

quire that banks have a sound risk management strategy. Or, not to forget, just to some small

changes in laws which requires a bank to make some adjustments to its processes.
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For a financial institution, it is very important to comply and to make sure it preserves its rep-

utation and integrity, as the trust and long time relationship with its customers strongly relies

on these factors [15]. Typically, ING Bank has no other choice than to perform these projects as

postponing or working around them is just not an option.

But why is there a clear distinctionmade between these type of projects and regular ING propos-

als? The main reason for making a clear distinction is that regulatory or legislative projects are

not helping in realizing the business strategy of ING Bank. For that reason, other characteristics

apply that must be taken into account in the assessment of regulatory or legislative proposals

than for ING proposals.

4.3.2 Is the ING proposal sufficiently aligned with its tactical objectives?

In case it concerns an ING proposal, a second decision step in the model verifies whether or

not a proposal is sufficiently aligned. This decision step focusses on answering the business

question: ‘Is a project or programme proposal expected to sufficiently contribute to our strategy’?

Note that a Value or Support Chain Team is concerned with the assessment of ING proposals,

as is described earlier in section 4.1. To facilitate decision-making at such a Team it is obviously

chosen to verify the tactical alignment of an ING proposal. Unfortunately, due to the extent of Project and

programme

alignment, cf.

section 2.3.3

the strategy of a business line, it is not feasible to gauge ING proposals directly to the strategic

objectives. These are just too high level to derive a useful insight into the degree of alignment

of an ING proposal. Therefore, it is chosen to indirectly verify the alignment to the strategic

objectives through the tactical objectives.

To answer the business question for this decision step, it has been chosen to establish a so-

called decision diagram which can be applied by a Value or Support Chain Team, as presented

in Figure 4.5. In this diagram, tactical alignment is expressed on a quantitative scale from 0 to

100. Naturally, first the alignment of a project or programme will need to be determined by an

Senior Responsible Owner (SRO)1, before a decision can be made.

Tactical alignment

0 25 50 75 100

threshold

Continue with next step 
of assessment model

Turn down or redesign
ING proposal

Figure 4.2: Scorecard for deriving tactical alignment of project proposals

By setting a threshold for the minimum degree of alignment of an ING proposal, the required

insight can be derived to answer the business question. It are the Value and Support Chain Business input

required, cf.

section 3.3.2

Teams that must come to an agreement on such a threshold. Empirical research would definitely

be helpful in providing the necessary insights for business to decide on a minimum threshold

for the tactical alignment of an ING proposal.

Subsequently, the following two quite straightforward classifications are derived from the

decision-diagram. In case of:

1. An SRO is a business executive. He or she is the chairman of a Programme or Project Cluster board but also a

member of a Value or Support Chain Team.
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− Tactical alignment less than threshold: TURN DOWN OR REDESIGN ING PROPOSAL

The quantitative indicator for tactical alignment points out that the alignment of the ING

proposal is not sufficient. As it only poorly supports the strategy, it is just not interesting

to perform the proposal in that form. The budget can be much more efficiently used for

other proposals, having a better alignment.

− Tactical alignment greater than threshold: CONTINUE TO NEXT STEP OF DECISION

MODEL

As the quantitative indicator for tactical alignment is sufficient, the ING proposal is

supporting the strategy in an acceptable way so that it is interesting to continue the

assessment.

In section 4.4, it is described in full extent how a quantitative indicator for the tactical alignment

of an ING proposal can be determined.

4.3.3 Is the return of the ING proposal sufficiently satisfiable?

In case it concerns an ING proposal, a third and final decision step of the model described

verifies whether or not the return of an ING proposal is sufficiently satisfiable. This decision

step focusses on answering the business question: ‘If we invest in an ING project or programme

proposal, what will we get in return?’.

To answer this question, it has been chosen to establish a so-called decision-diagram which

can be applied by a Value or Support Chain Team, as presented in Figure 4.3, based on the

Boston Consultancy Group matrix [22, 23]. In this decision-diagram, the return2 of a project or

programme proposal is denoted as the relation between the expected value and the impact ofRisk awareness, cf.

section 2.3.4 possible risk.
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Figure 4.3: Decision diagram to denote the return of an ING proposal

It is chosen to express the value rating from ‘Low’, ‘Medium’, ‘High’ to ‘Very high’ which cor-

2. Note that the term ‘return’ in this Master Thesis comprises more than just financial return
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respond to the quantitative ranges 0-25, 26-50, 51-75, 76-100 respectively. The risk rating3 is

expressed from ‘Low’, ‘Medium’, ‘High’ to ‘Maximum’ which corresponds as well to the quanti-

tative ranges 0-25, 26-50, 51-75, 76-100 respectively.

Naturally, first the (different factors of) value and risk of an ING proposal will need to be deter-

mined by both a project or programmemanager and an SRO and provided to a Value or Support

Chain Team, before a decision can be made.

The diagram provides the required insight to a Value or Support Chain Team in the expected

return of ING proposal that is required to consequently answer the business question that

is at stake in this decision step. It has been opted to derive four classifications from the

decision-diagram, each making a distinction in the characteristics of the expected return. In

case of:

− High/Very high value and Low/Medium risk: TAKE ON ING PROPOSAL

The return can be analyzed as follows. There is not toomuch risk involved in performing

the proposal so the chances are pretty high that it will be delivered without to much

deviations of expected results. Also, the proposal is expected to add a lot of value to the

organization and helps a lot in realizing its strategy or derives many benefits in other

areas. Hence, performing such a proposal is particularly interesting so it is advised to

take on the proposal.

− Low/Medium value and Low/Medium risk: CONSIDER ING PROPOSAL

On the one hand, the ING proposal will not deliver all too much value to the organi-

zation, but on the other hand it can be assumed that it will be more or less realized

as expected. It is advised to consider performing the proposal, as realizing a proposal

within budget and time while delivering the expected is absolutely interesting for ING

Bank, although it only brings along a small return. Obviously, proposals with a ‘medium’

value rating can be considered as reasonable proposals by business in the context of their

acceptable risk.

− High/Very high value and High/Maximum risk: CONSIDER ING PROPOSAL

On the one hand, the chances are pretty high that the proposal cannot be realized as

expected, possibly with some serious deviations of the budget and time estimates in the

business case as a consequence. On the other hand, it is expected that if the proposal is

achieved it will add a lot of value to the organization.

It is advised to business to take the proposal into consideration. For instance, some in-

novative product with a lot of unknowns might be worth taking the risk of development

as it would bring ING Bank a step ahead of competitors. Hereby, the innovation would

help ING Bank to increase its revenue and customer growth. However, it is up to the

decision-makers, to make the deliberation if the risks weigh up to the benefits and make

the decision on how far they are willing to go to reach their goals.

− Low/Medium value and High/Maximum risk: TURN DOWN OR REDESIGN ING PROPOSAL

For the ING proposal it is assumed that it will be difficult to realize it within the

3. Note that this rating notation is in line with the standard set by Corporate RiskManagement (CRM), the quantitative

ranges they cover are re-scaled on a scale of 100.
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estimates of budget and time as well as to deliver the expected, due to the high degree

of risk involved. Also, the ING proposal will probably not bring along a lot of value for

the organization. Hence, it is advised to business to turn down the ING proposal as it is

anticipated it will not live up to its desires and expectations, while only bringing along a

poor value.

Naturally, it is important to thoroughly address the quantitative figures that reflect the expected

value and involved risk in a project and programme and that they are wrapped up as completely

as possible to assure a reliable estimate on return information for each project or programme.

In sections 4.5 and 4.6 it is described how a quantitative indicator for value and risk can be

determined respectively.

4.3.4 Is the return of a regulatory or legislative proposal sufficiently
assured?

In case it concerns a regulatory or legislative proposal, a second and final decision step of the

assessment model described verifies whether or not the return of the proposal is sufficiently

assured. As it concerns a regulatory or legislative proposal, this decision step focusses on an-

swering the business question: ‘If we invest in an ING project or programme proposal, will we

get in return what is required to comply?’. The sensitive nature of this requirement must to be

taken into account carefully: ING Bank cannot run the risk of not complying to laws or regu-

lations whenever such proposals are not achieved as planned. It is just not an option. For that

reason, it is important to gain insight into the expected return.

Again, quite similar as for ING proposals, it is chosen to establish a so-called decision-diagram

for legislative and regulatory proposals which can be applied by a Value or Support Chain Team

to answer this business question. Figure 4.4 shows the diagram, which is loosely based on the

Boston Consultancy Group matrix [22, 23]. Naturally, first the value and risk of a regulatory orRisk awareness, cf.

section 2.3.4 legislative proposal will need to be determined, before a decision can be made.
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Figure 4.4: Decision diagram to denote the return of a regulatory or legislative proposal
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With respect to regulatory or legislative proposals, three classifications are derived from the

decision-diagram, each making a distinction in the characteristics of the expected return. In

case of:

− High/Very high value and Low/Medium risk: TAKE ON PROPOSAL

The chances are pretty high that the project can be completed without too many con-

cerns, as it is estimated that there will not be so much risk involved in performing this

project. It is expected that the value the project will add to the organization is ‘high’ to

‘very high’. It is quite peculiar for regulatory or legislative project proposals, which are

not helping in realizing the strategy of ING Bank, to bring along a lot of value for the

organization. However, it might just happen that high valued benefits are realized in the

slipstream of a regulatory or legislative project proposal. Naturally, it is advised to take

on the project.

− Low/Medium value and Low/Medium risk: CONSIDER PROPOSAL

The estimates indicate that the project is having a good chance of successful completion,

although it will not bring along much value for the organization. Typically, many regula-

tory and legislative project proposals have these characteristics. It is advised to consider

the project proposal as there is nothing intrinsically wrong with performing this project

in its current form. Perhaps the project proposal can be slightly reformulated to address

some small non-tactical issues that have come to front in the same areas and which can

be addressed while performing the mandatory project so that its value for the organiza-

tion will increase.

− Low/Very high value and High/Maximum risk: SPLIT UP OR REDESIGN PROPOSAL

It is estimated that it will be difficult to realize the project within the budget and plan-

ning, as many factors may negatively influence the delivery of the project. Naturally, it is

important for ING Bank to comply to laws and regulations, but performing regulatory

and legislative projects should not happen at no matter what cost. It is advised to split

up or redesign the project proposal in its current form. Splitting up the project proposal

must assure that the new project proposals will not have such a high risk rating. This

will introduce better chances of successful completion and consequently enable the

ability to better control the budgets and planning.

The figures that reflect the value of a regulatory or legislative proposal obviously deviate from

the value of ING proposals. Its value is determined by other factors, but this is not implying at

all that regulatory or legislative proposals are not bringing along benefits for the organization.

In sections 4.5 and 4.7, it is described how a quantitative indicator for value and risk can be

determined for regulatory or legislative proposals.
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4.4 Deriving a quantitative indicator for tactical alignment

In the decision-diagram described in section 4.3.2, a quantitative indicator for the tactical align-Method for second

step of assessment

model, cf.

section 4.3.2

ment of an ING proposal is required. This section describes how such an indicator can be

derived in a uniform manner.

As the members of a Value or Support Chain Team are most familiar with the complete context

and mission of an ING proposal, it is chosen to let them verify the tactical alignment.

To facilitate this process, a quite straightforward scorecard for determining the tactical align-

ment is presented in Figure 4.5. The scorecard is deliberately kept as simple as possible so that

it is friendly in use and that the alignment of an ING proposal can be derived in an intuitively

understandable way. One must gauge for each tactical objective of a VC or SC by how far it

is supported by an ING proposal, which can be ‘perfectly’, ‘strongly’, ‘moderately’, ‘slightly’ or

‘none’. Each of these statements is associated with a score that expresses its weight.
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Figure 4.5: Scorecard for determining the tactical alignment of an ING proposal

A quantitative indicator could be derived from adding up the weights and dividing by the num-

ber of tactical objectives. However, such a result would turn out to be unreliable, as the complex-

ity of the strategy is totally neglected.

Therefore, it is described in four steps throughout the following subsections how a quantitative

indicator can be derived which takes into account the totality of the strategy of a business line so

that an ING proposal is assessed in an appropriate manner. The methods applied in this matter

is inspired on several best practices described in the literature [10, 16, 19].

4.4.1 Step 1: Understanding the strategy in the context of a VC or SC

In order for an ING proposal to be thoroughly assessed, a first step is to understand the strategy

of a business line in the context of a VC or SC.

It is important to be aware how the tactical objectives of a VC or SC situate themselves in com-

parison to the strategy. Indeed, each VCs and SCs has specific characteristics with specific tacti-

40



4.4. DERIVING A QUANTITATIVE INDICATOR FOR TACTICAL ALIGNMENT

cal objectives4, each addressing the strategic objectives5 of a business line from their perspective,

within their own area of specialism.

It is chosen to visualize this relation in a tree so that it becomes clear which tactical objectives

address which strategic objectives. Evidently, in this setting, both a business line and a VC or Business input

required, cf. 3.3.2SC must make its goals explicit. In Figure 4.6, the strategy of a business line at the level of a VC

or SC is shown as an example.
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Figure 4.6: Strategy model of a Value or Support Chain

Having this oversight, it is absolutely crucial for a reliable assessment of projects and pro-

grammes, that the characteristics of the strategic objectives should be taken into account, before

the ING proposals can be checked against each of the tactical objectives [10, 16, 19].

In fact, in case a degree tactical alignment of ING proposals would be derived purely based

on the tactical objectives, the assessment would prove not to be reliable. For instance, it might

be that an ING proposal has an excellent tactical alignment solely with respect to the tactical

objectives of a VC or SC. However, whenever these tactical objectives only address some strategic

objectives that are not that important for a business line in comparison to the rest of the strategy,

one can wonder in how far this tactical alignment is still excellent. It should be strived for to have

a good alignment to tactical objectives only when these tactical objectives also address important

strategic objectives.

4.4.2 Step 2: Understanding the relative importance of strategic objectives

Although the strategic objectives are the primary business drivers of a business line, it is not

evident at all that each of the strategic objectives formulated are all equally important for a

business line. It might even happen that different stakeholders have different opinions on

which objectives are more valued to them. For that reason, it is important that the relative

importance of each of the strategic objectives of a business line is determined [10, 16]. Gaining

4. Tactical objectives address how a strategy can be achieved on the middle long term within an area of specialism

and are formulated by each VC or SC.
5. Strategic objectives address what should be achieved on the long term and are formulated by both the Retail and

Wholesale Banking business lines over a period of 3 years.

41



4.4. DERIVING A QUANTITATIVE INDICATOR FOR TACTICAL ALIGNMENT

more insight into which strategic objectives are truly important to business and which are less,

will be helpful for selecting the right projects in a later stage within the Value or Support Chain

Teams.

− Establishing a scorecard for determining the relative importance

To introduce a uniform procedure in determining the relative importance of strategic

objectives, a scorecard for the relative importance of strategic objectives is presented in

Figure 4.7. Although a more complex mathematical reasoning is behind it, eventually

quantifying the relative importance of the strategic objectives, the scorecard is easily

understandable and accessible to its users.
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Figure 4.7: Scorecard for the relative importance of strategic objectives

The scorecard can be used as follows. Each of the strategic objectives is juxtaposed to

each of the others so that each objective can be directly compared to each other objec-

tive. For each pair, a user must express its relative importance in comparison to the other

one by making a statement of them. The statements can range from criticizing that

a strategic objective X is ‘extremely more’, ‘much more’, ‘moderately more’, ‘equally’,

‘moderately less’, ‘much less’ or ‘extremely less’ important than an objective Y. For ex-

ample, one finds strategic objective B ‘much more important’ than strategic objective

C.

− Deriving the relative importance of strategic objectives with the help of business

EPMO is responsible for organizing and guiding a discussion session with the Business

Line board of Retail Banking and one with Wholesale Banking.

The goal of this session is to prioritize the strategic objectives and to come to an

agreement with the members of a Business Line board on the ranking of the objectives.

It is particularly interesting to have a Business Line board rank the strategic objectivesBusiness input

required, cf.

section 3.3.2

as it consists of exactly the same people that have formulated them. Hence, they are

the ones par excellence to determine their relative importance as the true vision behind

the strategy resides in their minds. This diminishes the chances of assumptions and

non understanding with respect to the true meaning of the objectives, strengthening
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the reliability of the ranking. Naturally, the members of the boards must be made aware

of the importance of the ranking as it will be used as ‘the’ reference whereto each

project proposal will be scored against once the tactical alignment scorecard has been

developed.

During this session, the following method of working is suggested. First, each of the

members of the Business Line boards are requested to score the strategic objectives in-

dividually. Having insight into what each of them individually thinks what is important

for its business line, one should strive to come to consensus among its members on a

ranking of objectives within a business line. Once a final ranking is agreed, it must be

‘freezed’ before it is used to develop a tactical alignment scorecard for each VC and SC.

Naturally, the strategy of the business lines might change during a year upon which the

described procedure in this subsection ought to be repeated.

− Calculating a quantitative indicator for relative importance of strategic objectives

The mathematical approach applied to calculate the relative importance of each of the

strategic objectives is a proven scoring technique called the Analytical Hierarchy Process

(AHP) as defined by Saaty [10]. The method has been used to assist numerous corporate

decision-makers.

Each statement is associated with a weight to qualitatively denote its relative importance

over another one (cf. Figure 4.7, on the right of each statement). By replacing each state-

ment formulated for a strategic objective X compared to an objective Y by its weight and

its inverse for the same Y compared to the same X, a mathematical matrix is formed.

This matrix is squared whereafter an eigenvector is calculated. After normalizing to a

scale 1, these steps must be iterated with the result of the previously squared matrix until

the normalized eigenvector is not changing from the previous iteration. This eventually

results in a numeric result, denoting the relative importance of each of the strategic

objectives.

Strategic
objective A

Strategic
objective B

Strategic
objective C

Strategic
objective D

Strategic
objective E

0.36 0.27 0.16 0.11 0.10

2 53 41

Ranking of strategic objectives

Relative importance strategic objectives

Figure 4.8: Sample results of relative importance of strategic objectives

To illustrate this for the reader, consider the sample scoring in the scorecard shown in

Figure 4.7 and its outcome in Figure 4.8. It appears that strategic objective B is the most

important one for the business line (36%), objective E the second important one (27%),

objective C the third one (16%), and so on.

4.4.3 Step 3: Understanding the relative importance of tactical objectives

Each VC and SC has specific characteristics within a business line, with defined tactical objec-

tives that address the strategic objectives of their business line within their own area of special-
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ism. Now that insight is gained into how strategic objectives of a business line are proportioned

with respect to each other, it is also important to find out for each VC and SC individually, what

the relative importance is of the tactical objectives addressing the same strategic objective [10, 16]

(cf. Figure 4.6).

A few tactical objectives might be defined to address a strategic objective, but some will be

more appreciated than others if they are achieved, in the perspective of realizing the tactical

objectives. Much of the same reasoning is followed in this matter as was for strategic objectives.

− Establishing a scorecard for the relative importance of tactical objectives

In Figure 4.9, a scorecard is shown for determining the relative importance of tactical

objectives that address the same strategic objective, quite similar as the one used for the

strategic objectives. The same mathematical reasoning is behind it eventually calculat-

ing a numerical score of the relative importance of tactical objectives.

Extremely more important

Tactical
objective D.1

When comparing a tactical objective X to Y, X is … than Y

Tactical
objective D.2

Tactical
objective D.3

Tactical
objective D.1

Tactical
objective D.2

Tactical
objective D.3

Equal

Equal

Equal

Much more important

Moderately more important

Equally important

Moderately less important

Much less important

Extremely less important

4/1

3/1

2/1

1/1

1/2

1/3

1/4

Extremely more

Moderately more Moderately less

Figure 4.9: Scorecard for the relative importance of tactical objectives

To further illustrate this to the reader with an example, consider the tactical objectives

D.1, D.2, D.3 which are juxtaposed in the scorecard of Figure 4.9. These tactical objec-

tives address a strategic objective D, as was shown as an example in the strategy model

of Figure 4.6.

− Deriving the relative importance of tactical objectives with the help of business

In a similar manner as described for strategic objectives, a discussion session must be

organized and guided by EPMO with each Value or Support Chain Team of the Whole-

sale and Retail Banking business lines separately. The objective is to determine whichBusiness input

required, cf.

section 3.3.2

of the tactical objectives addressing a same strategic objective are more important than

others in the eyes of the members of a Value or Support Chain Team, by quantitatively

deriving their relative importance.

It is advised to follow the same procedure as described in the previous section for deter-

mining this for strategic objectives, using a uniform scorecard.

− Calculating a quantitative indicator for relative importance of tactical objectives

The quantitative indicator for the relative importance of tactical objectives is derived

scoring technique called the AHP as defined by Saaty [10].
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Having in mind the sample scoring in the scorecard of Figure 4.9, the quantitative

outcome of the AHP calculation is shown in Figure 4.10. It appears that tactical objective

D.2 is the most important (0.4126), followed by D.1 (0.3275) and finally D.3 (0.2599) in

addressing strategic objective D. Note that these scores are isolated from the relative

importance of the strategic objectives at this point.

Tactical
objective D.2

Tactical
objective D.3

Tactical
objective D.1

0.4126 0.3275 0.2599

2 31

Ranking of tactical objectives

Relative importance tactical objectives

Figure 4.10: Sample results of relative importance of tactical objectives

To assure the link to the strategic objectives, their relative importances must be incor-

porated into these of the tactical objectives. This to guarantee that the proportions with

respect to the objectives that are more important to business are correctly reproduced.

This approach brings along some interesting characteristics. A project proposal might

strongly support a few tactical objectives, although its degree of tactical alignment might

not be that high. This can be quite logically explained, taking in mind that these tactical

objectives apparently address some strategic objectives that do not have such a high rel-

ative importance for business. Indeed, it is more beneficial to business if more project

proposals are approved that support exactly those tactical objectives that address the

most important strategic objectives.

The tactical objectives can be quantitatively linked to the strategic objectives by multi-

plying each relative importance of a tactical objective to the importance of the strategic

objective it addresses. This finally denotes the true relative importance of the tactical

objectives.

Tactical
objective D.1

Tactical
objective D.3

Tactical
objective D.2

0.32750.4126 0.2599

1 32

Relative importance of a tactical objective, isolated from the relative importance of the
strategic objective it addresses (2)

Ranking of tactical objectives

Strategic objective D

Relative importance of a strategic objective (1)

0.045 0.036 0.029

Relative importance of a tactical objective addressing the same strategic objective, taking 
into account its relative importance, derived by multiplying each (2) with (1)

0.11

Tactical
objective D.1

Tactical
objective D.3

Tactical
objective D.2

0.32750.4126 0.2599

1 32

0.149 0.118 0.093

0.36

Strategic objective D

Figure 4.11: Sample results of relative importance of tactical objectives

Consider the example in Figure 4.11. The relative importance of tactical objectives D.1,
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D.2 and D.3, respectively having an importance of 0.4126, 0.3275 and 0.2599, are mul-

tiplied with the relative importance 0.11 of strategic objective D. It appears that the true

relative importance of D.1, D.2 and D.3 is respectively 0.045, 0.036 and 0.029 on a scale

of 1.

However, assume for a second that strategic objective D has a much higher relative

importance, meaning that it is seen by business as a very important strategic objective

that it is more valued if it is achieved in comparison to some other group of strategic

objectives. As was argued previously, this proportion must be reflected well if one aims

to derive a correct degree of tactical alignment. For example, as shown in Figure 4.11,

assume that strategic objective D has an importance of 0.36, which is significantly high,

representing almost a third in importance of the total strategy. It appears that the true

relative importance of the tactical objectives would than be 0.149, 0.118 and 0.093 on

a scale of 1, making them significantly more important and given them a much higher

weight.

4.4.4 Step 4: Calculating a quantitative indicator for tactical alignment

The previous steps aimed at understanding the relative importance of strategic and tactical ob-

jectives. This insight in what is truly important to a business line and a VC or SC, must be taken

into account in the calculation of a quantitative indicator for tactical alignment.
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The degree of alignment of a project proposal to one tactical objective (3), derived by multiplying each (1) with each (2)

Relative importance of a tactical objective addressing the same strategic objective, taking into account its relative importance (2)

Weights associated with statements phrased for how a project proposal supports a tactical objective (1)

The degree of tactical alignment of a project proposal, derived by summing each (3)

Figure 4.12: Sample result of degree of tactical alignment of a project proposal

In Figure 4.12 it is shown how the degree of strategic alignment of an ING proposal is calculated.

The degree is expressed on a scale of 100 so that the alignment can be denoted percentage

wise, making the value easily understandable for the users. By multiplying the value of relative

importance of a strategic objective with the statement that expresses the way it supports it and

taking the sum of all these pairs, a quantitative alignment figure is finally derived.

It appears that the project proposal of the sample scoring in Figure 4.5 has a score of 0.4503.

Phrased differently, the project proposal at stake is expected to support the strategy of ING Bank

for approximately 45%. This can be ascribed to a large extent that it ‘moderately’ (B.1), ‘perfectly’

(B.2) and ‘moderately’ (E.2) supports the three tactical objectives which appeared the most im-
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portant for business. In the mean while ‘strongly’ (D.1) supporting a less important tactical

objective is very welcome and useful, but this will not largely influence its overall alignment.

4.5 Deriving a quantitative indicator for risk of a proposal

In the decision-diagram described in sections 4.3.3 and 4.3.4, a quantitative indicator for the Method for both

last steps of

assessment model,

cf. sections 4.3.3

and 4.3.4

risk of an ING or regulatory/legislative proposal is required. This section describes how such an

indicator is derived.

Actually, it is CRM Project Risk Management that provides the required expertise to project and

programme managers of the OIB departments to identify, assess and mitigate operational risks

of projects and programmes. Two categories6 of risks are identified by CRM:

− Project result risk

Project result risks are those risks that occur in the changed business process after the

project has been executed. For instance, the possible risks with regard to the integrity,

confidentiality, availability, etc. of information in the changed business process.

− Project execution risk

Project execution risks are the typical risks that might occur while executing a project.

For instance, risks that might occur with regard to the business case, the planning,

the delivery of the project in accordance to expectations, training of new users, new

technology, etc.

For each of these categories, a scorecard is established by CRM which has to be completed by

a project or programme manager (cf. Appendices C.1 and C.2). Both scorecards comprise ten

questions for which the answer is associated with a numerical score. By adding up the scores of

the answers of both scorecards, a risk rating can be derived of the total score (cf. Appendix C.3),

reflecting both the project result risk and project execution risk.

Subsequently, a quantitative indicator for risk of a proposal is derived by scaling the total score

that corresponds to a CRM risk rating of ‘Low’, ‘Medium’, ‘High’, ‘Maximum’ to the range ap-

plied in the decision-diagram7, with the objective to make it more intuitively understandable.

For example, consider a project proposal that has a total risk score of 51 upon completion of

the scorecards for project result risk and project execution risk. According to CRM, this project

proposal is denoted with a risk rating ‘Medium’. Subsequently, the risk score is scaled to the

range applied for ‘Medium’ in the decision-diagram, so that the quantitative indicator for risk

turns out to be 60 on a scale of 100.

6. Although CRM only focusses on a select number of risk types, these are nevertheless denoted as sufficient by ING

Bank. For that reason, it is assumed in this Master Thesis that the rating provided by CRM is a reliable reflection of the

degree of risk.
7. This comes down to scaling a CRM score of 1-30 to 1-25, 31-44 to 26-50, 45-64 to 51-75, 65-80 to 76-100
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4.6 Deriving a quantitative indicator for value of an ING

proposal

In this Master Thesis it is emphasized that the value of an ING proposal is not determined byMethod for last

step of assessment

model for ING

proposals, cf.

sections 4.3.3

just a single factor but by several factors in different benefit areas.

To clarify this vision, consider for example an expensive project which implements a trading

system for the Euronext stock exchange market with a flexibly designed platform. By opting

for this flexibility, it makes it possible to quite easily connect to other markets whenever this

would appear necessary, anticipating a possible future decision in this matter. Although this

quite expensive project will probably not have a high financial return, is not meaning at all that

the project has a poor value as well: its value is largely determined by the generated benefits

whenever this flexible platform is leveraged and reused to expand the business.

For that reason, a quantitative value indicator must comprise a mix of different types of benefits,

derived in different areas by the ING proposal, but together wrapping up its true value for a VC

or SC.
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benefits of tactical alignment of an ING proposal

financial benefits of an ING proposal

non-financial benefits of an ING proposal

Figure 4.13: Factors that wrap up the value of an ING proposal

Taking into account the current capabilities of determining certain benefits at ING Bank, it isFactor of value, cf.

section 2.3.5 chosen that the value of an ING proposal is determined by the benefits of its tactical alignment,

its financial benefits and non-financial benefits8 (cf. Figure 4.13):

− Benefits of tactical alignment of an ING proposal

Benefits of tactical alignment tell something about how an ING proposal contributes to

the strategy of a business line. The benefits are situated in the fact that the better the

alignment, the better the budget is spend on the right things. Having in mind that up to

20% of IT expenditures are wasted [5], it is interesting to make tactical alignment part of

the quantitative value indicator of an ING proposal so that the projects and programmes

that truly contribute to the strategy are more valued.

8. It is acknowledged that in the future other possible benefits must be wrapped up in the value of an ING proposal

as well to strive for an even more thorough estimate, but these three factors will definitely remain the most referential

ones in the mix.
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− Financial benefits of an ING proposal

Financial benefits provide insight into what the investment will financially return. The

more the investment financially returns, the higher valued are the financial benefits.

Naturally, in the end everything comes down on the costs that have to be made so that

financial profits are just an important factor of the quantitative value indicator of an ING

proposal.

− Non-financial benefits of an ING proposal

Non-financial benefits provide insight into the intangible elements that an ING pro-

posal is expected to bring along. Typically, such benefits are failed to be appreciated for

the greater part because it is difficult to perceive them and usually are quite intangible.

Nevertheless, much value resides in non-financial benefits as was illustrated by the

example just above, making it important to take this into account in the quantitative

value indicator of an ING proposal.

Each of the following steps describe how a quantitative value indicator can be derived for each

of the above benefit factors9, whereafter an indicator for the full value of an ING proposal is

calculated.

4.6.1 Step 1: Deriving a quantitative value indicator for tactical alignment

In section 4.3.2, it is described how a quantitative value indicator for the tactical alignment of

an ING proposal can be derived. This value denotes the benefits of tactical alignment of an ING

proposal.

4.6.2 Step 2: Deriving a quantitative value indicator for financial benefits

At OIB, the financial benefits are expressed by the well-known financial criteria Net Present

Value (NPV), Internal Rate of Return (IRR), Return on Investment (ROI) and Payback Period.

To calculate these figures, an extensive calculation template is currently developed called the De-

cision Support Model (DSM), which should be applied OIB wide in the near future. It measures

the value creation of a programme or project in which the financial consequences of the cur-

rent situation are compared with the proposed situation in a uniform manner [11]. The figures

in the DSM are calculated, both for the current and proposed situation, over seven years, two

past years and five future years, and quite extensively addresses all possible costs involved in

a project proposal [11]. More specifically, it takes into account operational staff costs, hardware

and software investments, maintenance and licence costs, the effect of variable indirect costs,

operational general expenses, social plan and consultancy costs, system developments costs, em-

ployee education and facility management expenses and finally other implementation costs. A

project or programme manager will be required in the near future to complete the DSMmodel,

in the context of a PID.

9. Note that these steps are interchangeable. However, for the ease of reading and clarity, it has been chosen to follow

this order

49



4.6. DERIVING A QUANTITATIVE INDICATOR FOR VALUE OF AN ING PROPOSAL

IRR Payback Period

IRR ≥ 12% Payback Period ≤ 3 year 1 million ≤ NPV < 1.5 million

IRR ≥ 12% Payback Period ≤ 3 year 1.5 million ≤ NPV < 2 million

IRR ≥ 12% Payback Period ≤ 3 year 3 million ≤ NPV100

55

40

IRR < 12% Payback Period > 3 year NPV < 00

NPV

IRR ≥ 12% Payback Period ≤ 3 year 0 million ≤ NPV < 0.50 million10

IRR ≥ 12% Payback Period ≤ 3 year 0.50 million ≤ NPV < 1 million25

IRR ≥ 12% Payback Period ≤ 3 year 2.5 million ≤ NPV < 3 million85

IRR ≥ 12% Payback Period ≤ 3 year 2 million ≤ NPV < 2.5 million70

IRR Payback Period

IRR ≥ 12% Payback Period ≤ 3 year 200% ≤ ROI over 5 years < 300%

IRR ≥ 12% Payback Period ≤ 3 year 300% ≤ ROI over 5 years < 400%

IRR ≥ 12% Payback Period ≤ 3 year 500% < ROI over 5 years100

66

49

IRR < 12% Payback Period > 3 year ROI over 5 years < 00

ROI

IRR ≥ 12% Payback Period ≤ 3 year 0% ≤ ROI over 5 years < 100%15

IRR ≥ 12% Payback Period ≤ 3 year 100% ≤ ROI over 5 years < 200%32

IRR ≥ 12% Payback Period ≤ 3 year 400% ≤ ROI over 5 years < 500%83
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Figure 4.14: Scorecards for determining value of financial benefits

In Figure 4.14, two scorecards are presented that together determine a quantitative indicator

for the value factor financial benefits. A project or programme manager is required to complete

them. Both are established in line with the Golden Rules of ING Bank that describe rules for

assessment of business cases. It states that for each ING proposal, the IRRmust be at least 12%,

the Payback Period10 shorter or equal to 3 years after final approval of the investment and the

NPV at least 0.

− Scorecard A

The first scorecard is established to understand what the value of future benefits of the

investment in an ING proposal is expected to be, expressed in terms of the value of

today’s money. Having the requirement of an IRR > 12% and Payback Period ≤ 3 years,

it makes a distinction in the NPV the project is expected to return. The NPV is varied

from 0 to 3, each time with an interval of one half a million euros.

− Scorecard B

Although a quantitative indicator can quite easily be derived with this scorecard, it is

not taking into account the extent of the initial investment. This means that an initial

investment of for example 1 million with an NPV of 100.000 and an investment of

25.000 with the same NPV, is rewarded with the same quantitative value. However, the

latter is principally much more interesting and it should be rewarded with a higher

quantitative value for that reason.

10. According to the literature, it appears that the calculation behind the Payback Period suffers from some serious

shortcomings [8, 9]. The Payback Period only adds up the future cash flows without discounting them, basically ignoring

the time value of money. For this particular reason it has been chosen that, in order to derive a reliable indicator for the

value of financial benefits, only the requirement that a Payback Period should always be shorter or equal to 3 years is

taken into account.
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For that reason, a second scorecard is established as an addition to compensate for

the shortcoming of the first one. It aims at clarifying what the investment in an

ING proposal is financial returning in the perspective of the initial investment. The

scorecard takes into account an IRR > 12% and Payback Period ≤ 3 years, furthermore

varying the ROI from 0 to 500, with an interval of 100%.

The scores derived from both scorecards must be added up and divided by 2, which results in a

quantitative indicator for the financial benefits of an ING proposal.

Note that the thresholds in the scorecards for an NPV of 3 million and an ROI of 500, for an ING

proposal to be rewarded with a maximum score of 100, are indicative. Although both have been

defined for the scorecard with the help of feedback from people at OIB, it is important that the Business input

required, cf.

section 3.3.2

Value and Support Teams together set these thresholds. This to assure that whenever an NPV

and/or ROI of an ING proposal exceed them, a Value or Support Chain Team agrees upon the

score of 100 in the scorecard. Empirical research of current financial parameters might possibly

help them in defining reliable thresholds.

4.6.3 Step 3: Deriving a quantitative value indicator for non-financial
benefits

It is important to take into account non-financial benefits while determining the value of an

ING proposal, as so many value is wrapped up in intangibles.

Non-financial benefits are typically characterized by the fact that they cannot be easily predefined

or predicted for generally applicable use. Even if all sorts of non-financial benefits are extremely

well-considered in categories and thoroughly defined, it is impossible to make every conceivable

ING proposal fit them just perfectly.

In line with this reasoning, categories of non-financial benefits are only defined in the PID

and PrID with the purpose to be at help to business and project or programme managers to

identify the specific non-financial benefits of a project or programme. Hence, these categories

rather serve as a strong guidance to correctly address and define non-financial benefits an ING

proposal might incur, avoiding that perhaps some are forgotten. It is also perfectly allowed to

custom define other non-financial benefit categories that can help identifying non-financial ben-

efits for a specific ING proposal. Having this in mind, it is quite evident that each ING proposal

addresses benefits in a different collection of non-financial benefit categories, purely depending

on its nature.

The characteristics of non-financial benefits make it quite an issue to derive a quantitative

value indicator. It is crucial that such an indicator comes about in a uniform manner so that it

is comparable with indicators of other ING proposals, reflecting the same load whenever the

indicator is the same. However, for the following reasons, this is particularly difficult:

− Number of non-financial benefit categories addressed differs for each ING proposal

The number of categories that are addressed by an ING proposal is not fixed, as it is

allowed to define whatever number of non-financial benefits. For reasons described ear-

lier in sections 4.4.2 and 4.4.3, it is important to understand the relative importance
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of categories. However, due to a variable number of non-financial categories, it is im-

possible to derive this in a consistent way. Indeed, it would be possible to derive this

for each ING proposal individually, but then the relative importance of each of the non-

financial categories would have to be the same for each other ING proposal to make the

quantitative indicator comparable, which is also practically impossible.

− Non-financial benefits from perspective of ING proposal always ‘positive’

Deriving a quantitative indicator for non-financial benefits from a scorecard established

from the perspective of an ING proposal is just not feasible. Such a scorecard would

only comprise of non-financial benefit categories that are positively addressed, hence

scoring at all levels. Indeed, the more categories that would be addressed, which is

allowed to be any number, the higher the quantitative indicator would be. The most

worrying part is that such an indicator would not be mutually comparable.

For this reason, it is concluded that there only is one real alternative in this matter. In order

to determine a quantitative indicator for the non-financial benefits of an ING proposal, it is

suggested to reconsider and redefine the currently defined non-financial benefit categories in

the PID and PrID in such way that they address the most important non-financial benefits for

ING Bank. In this matter, the aim would be to define a stable categorization that is as complete

as possible in its application for the main constituent of ING proposals.

Consequently, in this constellation, it would no longer be allowed for an SRO to add custom

defined categories, at least not that count for deriving a quantitative indicator for non-financial

benefits. In a PID or PrID it could still be allowed for an SRO to add custom defined categories,

actually that would even be very wise to do, although these will not be taken into account when

deriving the indicator for reasons described above.

Perfectly

When comparing a project proposal of its non-financial benefit categories, it is expected 
that the identified benefits in each benefit category will have a ... share in the total non-
financial benefits 

100
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Figure 4.15: Scorecard for determining value of non-financial benefits

In this constellation, as the non-financial benefits are predefined and hence its total number is

fixed, a similar scorecard as applied in section 4.4 can be established. Subsequently, from this

scorecard a quantitative indicator can be derived on a scale of 100, similarly as in section 4.4.
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However, as was argued earlier in this section, due to the typical characteristics of non-financial

benefits this quantitative indicator would not comprise of all non-financial benefits. It is for that

reason that it is crucial that the categorization of which this indicator is calculated addresses the

greater part of the non-financial value. Then, although the indicator is not completely reflecting

all non-financial benefits, it will nevertheless give a reasonable indication.

4.6.4 Step 4: Calculating quantitative indicator for value of an ING proposal

As was pointed out earlier section 4.2, it is particularly important that business supports the

quantitative indicator for the value of an ING proposal and trusts it in such a way that a Value

or Support Chain Team will make effectively use of it.

It must be underlined that the value indicator should be in line with their intuitive feelings so Business input

required, cf.

section 3.3.2

that the decision-makers are confident with it. So, if they perceive that some benefits are on a

higher level than others or even that other benefits factors must be made part of the quantitative

value indicator, they should make clear how they would like to see it differently.

Having this in mind, it will not be surprising that in the eyes of business the three quanti-

tative indicators that determine the value of an ING proposal are not equally important (cf.

Figure 4.13). From a business perspective, it might be much more important to strive for a good

tactical alignment than to achieve much non-financial benefits. Or, the financial benefits of a

project are found more important than intangible benefits. Or it might just be the other way

around.

For that reason, it is the responsibility of EPMO to organize a session with all chairmen of Business input

required, cf.

section 3.3.2

all VCs and SCs to determine the relative importance of each the quantitative indicators that

determine the value of an ING proposal, so that the quantitative indicators for value of ING

proposals are established in the same way across OIB. During this session, a similar approach

can be applied as described in sections 4.4.2 and 4.4.3, using similar scorecards as visualized

in Figures 4.7 and 4.9. To give the reader somewhat of a feeling in this matter, a 40-40-20 or

40-35-25 rule might be applied.

Tactical alignment Non-financial benefitsFinancial benefits

45.03 60 27

Individual value score of a value factor (1)

45.87

0.40 0.35 0.25

Relative importance of a value factor (2)

18.12 21 6.75

The value of a value factor (3), derived by multiplying (1) and (2)

The value of an ING project proposal, derived by summing each (3)

Figure 4.16: Sample result of determining the value of ING proposal

But how is the total value of an ING proposal eventually quantitatively determined? Consider for

instance the sample result shown in Figure 4.16. In the example, it is assumed that the individ-

ual value indicators for tactical alignment, financial and non-financial benefits are respectively
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45.03, 60 and 27 on a scale of 100. The relative importance of each of these indicators are opted

40, 35, 25 respectively. By multiplying these values with the relative importance of each of these

factors and taking the sum, a quantitative value indicator of 45.87 for an ING proposal is derived.

4.7 Deriving quantitative indicator for value of a regulatory or

legislative proposal

Regulatory or legislative proposals are issued by external obligations to assure that ING BankMethod for last

step in assessment

model, cf.

section 4.3.4

complies to laws, regulations or ethical standards. Typically, these proposals are not helping to

achieve the strategy of ING Bank, but it is certainly untrue that they do not add value to the

organization.

Effects of non-compliance of regulatory or legislative proposal

Non-financial benefits of regulatory or legislative proposal

Financial benefits of a regulatory or legislative proposalv
a
lu
e
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Figure 4.17: Factors that wrap up the value of a regulatory or legislative project proposal

Taking into account the current capabilities of determining certain benefits at ING Bank, it

is chosen that the value of a regulatory or legislative proposal is determined by the effects ofFactor of value, cf.

section 2.3.5 non-compliance of a regulatory or legislative proposal, its non-financial benefits and financial

benefits (cf. Figure 4.13):

− Effects of non-compliance of regulatory or legislative proposal

Fact is that ING Bank invests time and money in regulatory or legislative projects and

programmes because they are important to them. Indeed, when laws and regulations

are not followed, ING Bank would undermine the trust of customers and damage its

reputation. Both aspects are crucial to the success of an organization and its worth a lot

to retain them. Also, non compliance would incur fines and lawsuits that will cost huge

amounts of money, in the worst case ING Bank could loose its banking licence. For this

reason, it is chosen to incorporate these benefits in the value indicator for regulatory or

legislative proposals.

− Non-financial benefits of regulatory or legislative proposal

Performing such regulatory or legislative projects or programmes also brings along

some benefits to the organization other than those needed to comply. It could certainly

not be that they are realized without having some beneficial effects in its slipstream.
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For instance, in realizing SOX compliance, the quality of financial specifics of projects

is more thoroughly addressed to assure reliable financial reporting. But, this improve-

ment is beneficial to the governance of projects in general as well when more reliable

information is available for decision-making. Hence, it is particularly interesting to in-

clude non-financial benefits in the value indicator.

− Financial benefits of regulatory or legislative proposal

Although financial benefits of regulatory or legislative proposals are usually not that

high, it is nevertheless a factor to take into account for regulatory or legislative proposals.

Each of the following steps describe how a quantitative value indicator can be derived for each of

the above benefit factors11, whereafter an indicator for the full value of a regulatory or legislative

proposal is calculated.

4.7.1 Step 1: Deriving a quantitative value indicator for the effects of
non-compliance

A quantitative value indicator for the effects of non-compliance attempts to pin down how im-

portant compliance to a law or legislation is to ING Bank.

Effectively, some gradation exists with respect to them. For instance, compliance to the SOX act

will be much more important to business than implementing a new rule for financial reporting

of cash deposits over 10,000 to the tax collectors office. Both are important, but the former is

more valued than the latter. In particularly, it appears that the possible legal and jurisdictional

consequences of non-compliance determine to a large extent how important a project proposal

is to business.

It has been chosen to establish a scorecard that values the effects of non-compliance by consid-

ering the possible consequence of non-compliance and its impact on the organization, as shown

in Figure 4.18. With respect to possible consequences of non-compliance, a distinction is made

between a ‘warning’, a ‘fine’ (usually the outcome of ‘minor lawsuit’), a ‘major law suite’ and a

‘banking licence suspension’. The possible impact this might have on the organization is ‘low’,

‘medium’ or ‘high’, depending on the consequence it involves.

None0

High

Medium 

85

25

Medium70

Low40

High100

Medium 55

Low10

None

Banking lisence suspension

Major lawsuit

Major lawsuit

Fine (minor lawsuit)

Fine (minor lawsuit)

Warning 

Warning

Consequence of non-compliance     Impact

Figure 4.18: Scoring the effects of non-compliance

11. Note that these steps are interchangeable. However, for the ease of reading and clarity, it has been chosen to follow

this order
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In the documentation for a law or regulation that are issued by governments or regulatory in-

stitutions, it is obviously stated what the consequences will be for organizations active in the

financial service industry if they do not comply.

Hence, when establishing a PID or PrID and defining the specific requirements for a regulatory

or legislative proposal to assure compliance, a project or programme manager should be able

to derive a score that values the possible effects of non-compliance to a law or legislation that

project proposal specifically addresses by completing the scorecard.

4.7.2 Step 2: Deriving a quantitative value indicator for non-financial
benefits

A quantitative value indicator for non-financial benefits in the slipstream of a regulatory or

legislative proposal, verifies which benefits it brings along for the organization other than those

needed to comply.

Indeed, the investment is primarily used in making ING Bank compliant to laws and regula-

tions, but for the greater part of these projects, systems and processes are improved to accom-

plish these targets in such a way, that ING Bank is taking advantage as well. One could say

that these non-financial benefits are realized in the slipstream of such a regulatory or legislative

project proposal.

In fact, in analyzing some of these projects and programmes, it appears that a clear leitmotiv

exist with respect to the targets these projects aim at and the sorts of non-financial benefits

they bring along. Consider for example a few well-known regulatory programmes of the last few

years. In short, SOX compliance is about realizing better corporate governance, more disclosure,

and financial reporting. The Basel II accords are about assuring that banks have better risk

management strategies.

In both cases, but also generally applicable for other regulatory and legislative projects and pro-

grammes, it appears that realizing compliance centers around improving reporting procedures,

more accountability, better control and higher quality of data. These can all be considered as

non-financial benefit categories that are highly valued among business management and cer-

tainly not only for reasons of compliance.

Similarly as for ING proposals, it is advised to establish well-considered non-financial benefit

categories that address the most important non-financial benefits for regulatory or legislative

projects and programmes at ING Bank. In the paragraph above some suggestions are done in

this area. The aim would be to define a categorization that is as complete as possible in its

application for the main constituent of regulatory or legislative projects and programmes.

In a quite similar way as was described for regular ING proposals in section 4.6, a scorecard can

be established based upon this revised non-financial benefits categorization, from which finally

a quantitative value indicator for non-financial benefits can be derived. An SRO is required to

complete this scorecard in cooperation with a project or programme manager.
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4.7.3 Step 3: Deriving a quantitative value indicator for financial benefits

In section 4.6.2, it is described how a quantitative value indicator for financial benefits can be

derived for an ING proposal. The scorecards presented can also be applied for regulatory or

legislative proposals.

4.7.4 Step 4: Calculating a quantitative indicator for value of regulatory or
legislative proposal

In section 4.6.4, it is described how a quantitative indicator for the value of an ING proposal

can be calculated from the factors that effectively determine it. The method described can also

be applied to calculate a quantitative indicator for the value of regulatory or legislative proposal.

To give the reader nevertheless somewhat of a feeling with respect to the relative importance of

the quantitative indicators of the factors that determine the value of a regulatory or legislative

proposals, a 10-25-65 or 10-30-60 rule on a scale of 100 might be applied.
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5 Assisting in portfolio alignment

In section 5.1, it is elaborated that only assuring the individual tactical alignment for projects and

programmes is not sufficient to guarantee that the strategy of the organization will be realized.

It is argued that the support of the portfolio needs to be balanced across the tactical objectives

of a VC or SC.

To establish a balanced portfolio with respect to the alignment to the tactical objectives of a VC or

SC, it is described in section 5.2 that more insight must be gained in the support of the portfolio

to each tactical objective individually.

Throughout section 5.5, a quite interesting approach is described to visualize the support of EPM process, cf.

section 3.3.3a portfolio to one tactical objective whereas in section 5.3 it is described how a quantitative

indicator for the alignment of a portfolio to tactical objectives can be established.

5.1 Balancing portfolio support across tactical objectives

Upon establishment of an executable VC or SC portfolio in concert with the assessment model

described in section 4.3, the tactical alignment of individual projects or programmes is deter-

mined in the, for ING proposals, second step of the model.

However, it might be perfectly possible that all projects and programmes of a VC or SC portfolio

appear to be sufficiently aligned, whereas it might just turn out that the portfolio still fails to

achieve all tactical objectives in the end.

How is that possible? Indeed, the exact aim of verifying the business alignment of projects

and programmes is to ensure they contribute to the realization of the tactics. However, what is

forgotten in this matter is to balance this contribution of all projects and programmes in a VC

or SC portfolio sufficiently across all tactical objectives.

To illustrate this observation, consider for example a portfolio of projects, each having a suffi-

cient alignment because they are individually addressing a large group of tactical objectives of

the strategy. However, a quick analysis points out that the main constituent of the projects focus

on the same group of tactical objectives, leaving a few insufficiently addressed. Consequently,

one might wonder how the tactical objectives of a VC or SC can be successfully achieved when

not all of its targets are addressed in an appropriate way.

It appears that currently no attention is payed to this aspect at OIB and that one is not aware of

this quite important aspect.
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5.2 Verifying portfolio support to each tactical objective

Typically, a VC or SC portfolio comprises several programmes and up to a few hundred projects.

As each of these projects and programmes have been assessed in concert with the assessment

model, their tactical alignment is known. In order to balance the support of the portfolio across

the tactical objectives in an appropriate way, the support of all projects to each individual tactical

objective must be adequately verified.

To clarify this to the reader what this exactly encompasses, an example of such a portfolio is

shown in Figure 5.1. It shows a VC or SC portfolio comprising eighteen projects, for which it

is exactly known for each of them how they individually support each of the tactical objectives

(horizontally). To understand the support of the portfolio to a single tactical objective, it must

be verified whether the support of all projects together to that single objective is sufficient (ver-

tically).
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Figure 5.1: Portfolio of projects at a VC or SC and their alignment to tactical objectives

Within a VC or SC portfolio (cf. section 3.2.1), this verification must be applied on the master

portfolio of programmes and project clusters and each of the child project portfolios. There are

however some issues with respect to which projects must be taken into account.

One the one hand, as a project cluster only consists of a group of projects that are coordinated

and managed as a unit but without having one common mission with respect to the organi-

zations strategy, it is not effective to take into account the alignment of project clusters when

verifying the alignment of the master portfolio.

One the other hand, as projects that are part of a programme only fulfill a (small) part of the

alignment for its parent programme, it is not making sense to take their alignment into account

when verifying the alignment of a child portfolio. Indeed, as such projects are probably only

addressing one or two tactical objectives of the strategy to the fullest, they will evidently have

a poor overall alignment. This is misleading as in its context of its programme it is helping to
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realize the alignment of the programme. Hence, projects in a child portfolio that are part of a

programme should not be taken into account when verifying its tactical alignment.

5.3 Gaining insight into portfolio support to a tactical objective

Gaining more insight into the portfolio support to a tactical objective is important to correctly

derive whether or not it is sufficiently aligned. This sounds quite straightforward, but it appears

to be rather complex to derive a sufficient and understandable insight in practice.

Consider for example Figure 5.1 of the previous section. It is particularly difficult to directly

derive from this information how the portfolio supports a single tactical objective, for instance

Tactical Objective B.1. Especially, when the portfolio would comprises a few hundred projects!

It is even more mind breaking to determine whether or not the observed support for a tactical

objective is sufficient1!

To clarify this support to business, a quite interesting method is developed in this Master Thesis

which shows in an intuitive way how a tactical objective is supported.

5.3.1 The Alignment Pie method

It is chosen to visualize the support of a portfolio to a tactical objective by a so-called Alignment

Pie, which is established in the context of this Master Thesis.

An Alignment Pie consist of the same number of slices as there are projects that support the

tactical objective at stake in some manner. Each slice is divided in four parts, each representing

a ‘Slightly’, ‘Moderately’, ‘Strongly’ and ‘Perfectly’ alignment, respectively denoted by the num-

bers 25, 50, 75 and 100. Furthermore, each slice in the Alignment Pie is colored according to

the degree of alignment of the projects in the portfolio that support the same tactical objective.

For instance, for a project that ‘Strongly’ supports a tactical objective, three of the four parts of

the slice are colored. Or for a project that only ‘Slightly’ supports a tactical objective, only one of

the four parts is colored. The coloring starts from the center out, and the best aligned projects

are taken first.

In an Alignment Pie only those projects that actually support the objective are taken into ac-

count. Actually, it is unreasonable to require that all projects of a portfolio support each tactical

objective, meaning that all projects work for all elements of the strategy at all times. It is quite

logical that each projects each time addresses some group of tactical objectives, and that all

projects together (should) support all tactical objectives sufficiently in the end.

For instance, assume that a VC or SC portfolio consists of 500 projects, from which only 200

projects support one tactical objective in some way. In case the Alignment Pie would consist of

500 slices, from which only 200 would be colored, than the Pie would not all be usable to de-

termine the alignment in an intuitive way: it would seem that no tactical objective is sufficiently

aligned at all.

1. Note that the objective of this chapter is on answering the question whether or not a tactical objective is sufficiently

supported by the portfolio, not on how it is exactly supported.
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This also comprises a weakness of the Alignment Pie. It must be obviously assured that there

are at least a sufficient number of projects that support one tactical objective, as it only takes

into account the supporting ones. To clarify this, it is just unacceptable that a tactical objective

is only supported by two projects. For that reason, it is important that business sets a thresholdBusiness input

required, cf.

section 3.3.3

for the smallest number of supporting projects that is required for a tactical objective. Anyhow,

to soften this weakness, the number of supporting projects in the portfolio is mentioned with

each Alignment Pie, so that business can determine whether or not this is acceptable.

Tactical Objective A.1

Slightly supported by 5 projects

3 projects

4 projects

Moderately supported by

Strongly supported by

Perfectly supported by 1 project

2 projects

3 projects

7 projects

0 projects

4 projects

2 projects

3 projects

3 projects

# of supporting projects 13

Tactical Objective B.1 Tactical Objective B.2

12 12

Tactical Objective C.1

Slightly supported by 12 projects

5 projects

1 project

Moderately supported by

Strongly supported by

Perfectly supported by 0 projects

2 projects

4 projects

3 projects

1 project

2 projects

6 projects

2 projects

0 projects

# of supporting projects 18

Tactical Objective D.1 Tactical Objective D.2

10 10

Tactical Objective D.3

Slightly supported by 17 projects

0 projects

0 projects

Moderately supported by

Strongly supported by

Perfectly supported by 0 projects

3 projects

3 projects

7 projects

4 projects

0 projects

18 projects

0 projects

0 projects

# of supporting projects 17

Tactical Objective E.1 Tactical Objective E.2

17 18

Figure 5.2: VC or SC project portfolio and the alignment to its tactical objectives

In Figure 5.2, an example is presented of some Alignment Pies. They show the support of the

portfolio shown in Figure 5.1 in an intuitive and much better understandable way.
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From the Alignment Pies in Figure 5.2, quite some interesting information can be intuitively

derived with respect to the alignment of each tactical objective. It seems that tactical objective B.2

and E.2 are quite well aligned, whereas C.1, D.3 are quite poorly aligned. Tactical objectives D.1

and D.2 seem to be reasonable aligned. However, one can have some doubts on the alignment of

tactical objectives A.1 (between well or reasonably aligned) and B.1 and E.2. (between reasonably

or poorly aligned).

5.3.2 Justification for adding up supports of projects

It is important to realize that it is perfectly possible to add up or compare the different statements

paraphrasing the degree of support to one tactical objective of the different projects.

For instance, the ‘Moderate’ support of Project J to tactical objective A.1 in Figure 5.1 is compa-

rable to the ‘Moderate’ support of Project M to the same tactical objective, even when the latter

costs, for example, fifteen times more as the former to realize the objective.

But why is that? Indeed, it could easily be that it is much more difficult and expensive to realize

objective A.1 in the context of Project M than it is for Project J. But in the end, they both support

the objective ‘Moderately’ in the context of their mission, Project M still contributes conceptually

the same in achieving the strategy as Project J.

Actually, it should not matter at all what the cost is, because the alignment of a project to a

tactical objective verifies - in the context of its specific mission and capabilities - whether or not

projects are in line with the strategy to assure that resources are spent efficiently on the correct

purposes, no matter what resources are needed to realize them.

For instance, consider a car seat company which has as an objective of its strategy to improve

the quality of sitting for a driver. Projects that aim at improving the seats of a small city car, will

probably be way less difficult and less expensive than projects that aim at improving the seats

of enormously luxurious cars. If both projects ‘Strongly’ succeed in supporting this objective, is

this meaning that the ‘Strongly’ support of the project to the objective to make better seats for

luxurious cars should have a higher weight? It is not better aligned because it costs more, is it?

Nor the tactical objective is better aligned because one of its supporting projects costs more!

5.4 Deriving a quantitative indicator for portfolio support

Until this point, the focus has been on providing an intuitive intuitive insight into the support of

a portfolio to a tactical objective. However, the rationale in this Master Thesis is that quantitative

indicators are highly favorable to decision-makers.

For that reason, a quantitative indicator is derived to denote the support of a portfolio to

a tactical objective. Such an indicator could easily be determined from the Alignment Pies

presented in the previous section, by dividing the area that is colored by the area of all slices

of the Alignment Pie. However, there are two issues which make such an approach not very

reliable or applicable:
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− Alignment Pies are mutually incomparable

As an Alignment Pie tries to represent the alignment of one tactical objective in an in-

tuitive way, it comprises only those projects that actually support it, making the area of

each of its slices different whenever the number of projects differs. So, the less support-

ing projects, the less slices, the bigger the colored area.

To illustrate this, consider the Alignment Pies of Tactical Objectives A.1 and D.1 of Fig-

ure 5.2. Both colored areas are practically identical, although A.1 has more and better

supportive projects. By looking at both Alignment Pies individually, it is possible to de-

rive results intuitively, but both cannot be compared whereas that is exactly what is

aimed for in quantification.

− Areas of Alignment Pies dependent on number of supporting projects

The total area of slices of the Alignment Pie depend on the number of supporting

projects, making the total area of the slices bigger whenever there are more supporting

projects. This becomes quite a significant problem whenever there are quite some

‘Slightly’ aligned projects supporting the objective, which only represent a small

colored area. By dividing such a colored area by the total area of an Alignment Pie, the

quantitative outcome tends to be misleading and certainly not comparable.

Consider for instance the Alignment Pies of Tactical Objectives B.2 and E.1 of Fig-

ure 5.2. Projects in the portfolio are better supporting E.1 than they support B.2. So,

E.1 is supported by more projects, from which moreover most are even better aligned.

However, the five projects that support E.1 more than B.2 are only ‘Slightly’ aligned,

having as a consequence that way more total area of the Alignment Pie will divide the

colored area. From the division, it will falsely appear that B.2 is better aligned than

E.1, because it covers more area percentage-wise. Actually, determining the coverage of

colored area of an Alignment Pie is not applicable.

Hence, it is clear that in order to determine a quantitative indicator for the tactical alignment of

a VC or SC portfolio, the Alignment Pies must be comparable and established in a similar way.

5.4.1 Adapting the Alignment Pies for deriving a quantitative indicator

The concept of the Alignment Pie as presented in section 5.3.1 is slightly adapted to make sure

that its colored area can be indeed used to calculate a quantitative indicator, as suggested in the

beginning of this section.

For this reason, an Alignment Pie is established with exactly the same number of slices as are

projects in the portfolio to assure that each slice of the has exactly the same area. The disadvan-

tage of this adaptation is that much of the intuitive characteristics of an Aligned Pie are lost. To

nevertheless soften this disadvantage up to some level, the area of actual supporting projects is

visualized with a thick black line.

Subsequently, a quantitative indicator for the support of projects or programmes to a tactical

objective is calculated by determining the area of the colored (parts of) slices of an Alignment

Pie. It is calculated by multiplying the number of ‘Slightly’, ‘Moderately’, ‘Strongly’ or ‘Perfectly’

supports by respectively the areas of one fourth, two fourths, three fourths or four fourths of a
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slice. For instance, the alignment of two ‘Moderately’ and one ‘Strongly’ supportive projects will

be calculated by multiplying two times the area of half a slice, added up with one time the area

of three quarters of a slice.

Tactical Objective A.1

Colored area

Tactical Objective B.1 Tactical Objective B.2

20.26 cm2 10.82 cm2 27.98 cm2

Alignment Reasonable Weak Good

Tactical Objective C.1

Colored area

Tactical Objective D.1

11.99 cm2 15.64 cm2

Alignment Weak Reasonable Weak

11.99 cm2 15.64 cm2 13.02 cm2

Tactical Objective D.2

Tactical Objective D.3 Tactical Objective E.1 Tactical Objective E.2

Colored area 11.99 cm2 15.64 cm2 21.60 cm2

Alignment Weak Good Reasonable

4.76 cm2 32.41 cm2

Figure 5.3: Quantified tactical alignment of a VC or SC portfolio

In Figure 5.3, an example is shown of the adapted Alignment Pies. It visualizes the support of

the projects in the portfolio of Figure 5.1. As the latter consists of eighteen projects, the Align-

ment Pies also comprise eighteen slices. For each of them, a quantitative indicator is derived by

calculating their colored area2, which provide quite some insight.

One could argue that deriving a quantitative indicator for the portfolio support a tactical objec-

tive in this way, is quite cumbersome. A conceptual similar approach would be to determine

2. Note that the figures of the areas shown in Figure 5.3 are in cm2. These were calculated on real scale, with 0.27

cm2, 1.20 cm2, 2.63 cm2 and 4.74 cm2 as respectively the areas of one, two, three and four quarts of a slice.
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this indicator by adding up the statement scores 25, 50, 75 or 100 as were defined earlier for

‘Slightly’, ‘Moderately’, ‘Strongly’ or ‘Perfectly’. Especially, as the parts of the slice indirectly re-

flect these scores. However, in practice this is significantly different from calculating the area. By

adding up the numbers, four ‘Slightly’ aligned projects (i.e. 25) would be equal to one ‘Perfectly’

aligned one (i.e. 100), which is certainly not true. In the Pie, the area that represents ‘Slightly’ is

significantly smaller and such a poor alignment is taken into account in a thorough way.

To illustrate this, consider Tactical Objective C.1 and D.1 of Figure 5.2. Adding up the numbers

reveal numbers 625 and 525, which falsely imputes that objective C.1 is even better aligned than

D.1. This is mainly due to the large number of ‘Slightly’ (i.e. 25) supporting projects of C.1.

5.5 Deriving sufficiency of portfolio support to a tactical

objective

As it is now known how the portfolio aligns to one tactical objective, how can it be determined

whether or not this is sufficient, so that the business question ‘Is a tactical objective sufficiently

supported by the portfolio?’ can be answered by the quantitative indicator.

Business is requested to have a large input in this matter. Fact is that they are the ones that

should make a decision based on the quantitative indicators, and for that reason it is important

that they are confident with the results. All Value and Support Chain Teams together should

determine what they consider a ‘sufficient’ alignment.

This can achieved by establishing two Alignment Pie ‘models’: one that reflects a good align-Business input

required, cf.

section 3.3.3

ment and one that reflects a reasonable alignment. The areas of the (adapted) Alignment Pies

must adhere to these two models. In case a colored area is greater than the former, it is said

to have a good alignment. In case it is greater than the latter, it is said to have a reasonable

alignment. In all other cases, a tactical objective is just weakly aligned.

Important in this matter, is to first determine which percentage of projects of the portfolioBusiness input

required, cf.

section 3.3.3

should at least support one tactical objective. As was reasoned earlier, it is unreasonable to

require that all projects in the portfolio support each tactical objective. That also means that

the model should take this into account to have a representative gauge to which all (adapted)

Alignment Pies should be compared too. It is required that all Value and Support Chain Teams

agree with this configuration, as all other Alignment Pies will be gauges against it.

To illustrate this, such models are derived by means of an example which is shown in Figure 5.4.

The left one shows a model for good alignment, the right one a model for reasonable alignment.

The following steps must be completed:

1. Threshold for least number of supporting projects

In this example, it is required that each tactical objective must at least have the support

of 40% of the projects in the portfolio.

As the example portfolio of Figure 5.1 comprised eighteen projects, it is required that at

least seven projects support each tactical objective. For that reason, both models initially

show the support of seven projects to make it intuitively clear that the model indeed

represents a configuration of good and reasonable alignment.
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Model for good alignment Model for reasonable alignment

26.85 cm2 14.12 cm2Colored area

Figure 5.4: Models of Alignment Pies for good and reasonable alignment

2. Threshold reflecting a well supported tactical objective

In the model for good alignment, it has been chosen to have four projects ‘Perfectly’

supporting and three projects ‘Moderately’ supporting one tactical objective. This is

also shown in an Alignment Pie that comprises all eighteen projects. According to this

model, it appears that for good alignment an area of at least 26.95 cm2. is needed.

When comparing the Alignment Pies of Figure 5.3, it can be derived whether or not

they are well aligned. It appears that only Tactical Objectives B.2 and E.1 have a good

alignment.

3. Threshold reflecting a reasonably supported tactical objective

In the model for reasonable alignment, it has been chosen to have four projects

‘Strongly’ and three projects ‘Moderataly’ supporting one tactical objective. Again, this

is also shown in an Alignment Pie that comprises eighteen projects. According to the

model, it appears that the colored area of an Alignment Pie for one tactical objective is

required to have at least 14.12 cm2. In case the area of an Alignment Pie is less than

14.12 cm2, it is said to have a weak alignment.

Taking the Alignment Pies of Figure 5.3 and gauging them against this figure, it appears

that Tactical Objectives A.1, D.1 and E.2 are reasonably aligned but that B.1, C.1, D.2 and

D.3 are weakly aligned.

Finally, a VC or SC portfolio is said to be well aligned whenever each of the tactical objectives

that are part of the strategy of a VC or SC have at least a good alignment. In all other cases,

the portfolio needs more balancing with respect to the selection of projects or programmes to

assure an efficient realization of the strategy, wherein resources on the right things.
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6 IT Portfolio Management

Typically, business strives for optimizing the return of each project or programme individually

in the portfolio. However, in section 6.1 it is ascertained that the return of a portfolio of projects

and programmes as a whole is currently just not optimized at all. As the portfolio is not managed

as a whole, it tends to be imbalanced with respect to its total return.

A possible approach in this matter is to manage IT as an investment. Section 6.2 describes

the principle of ITPM, which specifically focusses on managing the portfolio as a whole by

applying investment based portfolio approaches. Its specific aim is to maximize the return of

the investment in the portfolio for the organization, regardless of whether it is considered to be

high-risk or risk-averse.

To be able to manage IT as an investment, it is described how projects and programmes can be

categorized and managed in sections 6.3 and 6.4. Furthermore, a profile is defined for each of

these categories in section 6.5 which are optimized in section 6.6 to strive for an more optimal

return.

6.1 Building a balanced IT portfolio

Upon establishment of an executable VC or SC portfolio in concert with the assessment model

described in section 4.3, business strives to improve the return of individual projects or pro-

grammes by specifically requiring in the last step of the model that they bring along a sufficient

return.

Although it is assured with this approach that each project and programme individually is re-

turning value to the organization, it has been showed by Markowitz that the portfolio is not

necessarily returning a high return at all. He proved that a diversified portfolio of both low-risk

and high-risk yields a higher return than a portfolio of only low-risk or high-risk entities [7, 19].

Currently, a VC or SC portfolio itself is just not managed as a whole to improve its return. For

that reason, the portfolio comprises of a muddle of all sorts of projects and programmes, rather

than a well-considered mix that takes into account the impact of risk on the return.

Consequently, to strive for a better return of a VC or SC portfolio, projects and programmes

need to be balanced in an appropriate way so that, at a given level of value and risk that Value or

Support Chain Teams are willing to take, a right mix is established which optimizes the portfolio

return [19].
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6.2 Managing IT as an investment

The principles behind ITPM originate from the theory of financial portfolio management which

is, in short, the technique applied by stock traders at the stock market. On the stock market, a

tradermanages portfolios of investments for various clients, based on predefined risk and return

profiles. Its aim is to maximize the customer’s return of investments, regardless of whether the

portfolio comprises assets that are highly risky or rather low risky. When the market changes,

traders must make buy-, sell- and hold-decisions in order to keep the portfolio of each of its

customers in balance. [19]

Interestingly, such an investment portfolio approach enforces the balancing act between ex-

pected risk and return. In managing IT as an investment, much of the same principles can be

applied.

In this context, it is important to gain profound insight into the portfolio mix of projects and

programmes, to facilitate the same sort of decision-making as applied for stocks on the stock

exchange. It should be made possible for a Value or Support Chain Team to make decisions

on starting, stopping or continuing projects and programmes of the portfolio in quite the same

straightforward way while striving for an optimized return. However, decision-making must not

be too limited and certainly not too conservative, and it should be perfectly allowed for a VC or

SC to take some risk as long it is compensated elsewhere in the portfolio to ensure a stable

return.

Indeed, during the establishment of an executable VC or SC portfolio, it is the moment par

excellence to choose well and to retain time and budget. It is much more easier to establish

a stable balance of projects and programmes upfront than attempting to balance a misaligned

one with projects that are already underway, with budget losses and sprained schedules as a

consequence. Hence, the described methods in this chapter can be easily applied for the last

step in the assessment model described in section 4.3.3 for an ING proposal.

Nevertheless, balancing a VC or SC portfolio should be a continuous process during a year as is

applied for a portfolio of stocks on the exchange markets.

6.3 Categorizing project and programmes

In order to be able to manage IT as any other investment, investment categories need to be

defined for IT that abstractly reflect the strategy of the organization.

To illustrate our intentions to the reader, consider the portfolio each one of us employs in our

home situation. A personal portfolio might consist of a mortgage for a house, a car, some stocks

on the stock market, a pension plan, a computer, some food, cloths and the education of a child.

The reasoning applied for this portfolio by its owner is much more profound than perceived in

first sight. Actually, investing in the education of children and having a pension plan is thinking

about ones future. Investing in a house and stocks is thinking about growing your investment

whereas an investment in a car, a computer, food, clothes, etc. is more focussed on the short

term aspects of life.
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Indeed, making an investment is typically an event that is going hand in hand with a thoroughly

considered rationale. It all depends on the balance between the impact an investment will have

on, and the value that will be returned to, ones ‘portfolio’. Buying a house and taking a mortgage

is obviously a very expensive step in once life with a huge impact, but for which it is reasonably

to assume that it will bring back a lot of value in the future. From that perspective it is not

that uninteresting. Buying a computer or a car is not having such a high impact, but the value

must be situated in its use because it will not bring along much value the older it wil get. For

that reason, some people opt to sell their car after two years because it is still worth quite some

money at that time and it is beneficial for their ‘portfolio’ to sell it and use the money to reinvest

in the ‘portfolio’. Obviously this process will continue and continue, but always with the specific

aim to grow the portfolio so that it will have a higher value on the long term.

With respect to project and programmes, quite a similar approach can be applied with much of

the same characteristics. Based upon the categorization defined by META Group as well as on

experiences within ING, the following categories of investments in projects and programmes

have been chosen [18, 19, 26]:

− Execute the business: PORTFOLIO CATEGORY CONTINUITY

Investments in this area are done to ensure that ING Bank can continue executing its

business in a proper way. With respect to IT, these investments are usually in technical

or operational fields to make sure that ING Bank will not go out of business.

− Grow the business: PORTFOLIO CATEGORY BUSINESS PROJECTS

Investments in this area are done to ensure that ING Bank is not standing still in its

markets. The commercial divisions are continuously developing financial products, for

which IT needs to be developed.

− Innovate the business: PORTFOLIO CATEGORY INNOVATION

Investments in these areas are done to ensure that ING Bank will come up with truly

new financial products that will make a difference on the market and to assure that ING

Bank will stay ahead of its competitors. It is about innovating and making sure that ING

Bank will also be part of the future opportunities on the market.

− Other

As it is always possible that for some reason or another an investment cannot be

categorized in one of the above categories, it is chosen to define a category ‘other’.

Such flexibility allows to remain in control of the classification and avoids that projects

or programmes are deliberately classified in a category to which it is not belonging,

just because classification is required. It must be nevertheless explicitly stated why it

is chosen to categorize a project or programme in this category. This offers profound

capabilities to study the characteristics of such projects and programmes in a later

phase and to learn the shortcomings of the categorization so that the rules can be

adjusted and the classification improved.

As the newly defined portfolio categories, defined by EPMO, appear to have the same charac-

teristics as the high level categories of investments in IT defined by META group, it is chosen
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to leverage them to an investment focus and to apply them in managing IT as an investment.

Quite interestingly, as business is already familiar with portfolio categories, it makes it much

easier to introduce an investment based portfolio approach: only the applicability and scope is

extended.

Next to the investments of ING Bank to achieve the business strategy, large investments are

made to comply to regulatory or legislative obligations. For that reason, a portfolio category

‘External obligation’ is defined by EPMO as well.

6.4 Defining budget limits for categories of investment in IT

To make these categories of investment in IT effective, it is important that budget limits are set.

To illustrate this, consider the example of a personal portfolio each one of us employs in our

home situation. The money we spend in the short term on buying cloths, mobile phone bills,

etc. can easily get out of hand. Obviously, this is not planned, but sometimes it just happens due

to some coincidental circumstances. However, whenever it occurs much attention will need to

be payed in the forthcoming month to balance the budget again. To avoid this situation, many

set a spending limit each month with the specific aim tomanage our spending pattern.

The same principle should be applied for the categories of investments in IT. Seemingly simple,

it is exactly what one intends to realize with ITPM: controlling the IT budget.

Each year during the MTP process, it will be clear for a Business Line which budget it will need

to realize regulatory or legislative projects and programmes. The remaining budget is allocated

for business purposes. It is suggested that a business line sets limits each year, for each of theBusiness input

required investment categories for IT in such a way that it reflects the strategy of a business line in the

forthcoming year on a high level: is the organization focussing on growth? on innovation? on a

mix of both?

− Upper budget limits for categories of investment in IT

The objective of thresholds is to ensure that spending will not exceed the upper limits so

that in the end of the year the spending in IT will be in control. Depending on its strat-

egy, a business line might for instance decide that it will spend 45% of the budget1 on

‘executing the business’ (i.e. ‘Continuity’), 35% on ‘growing the business’ (i.e. ‘Business

Projects’) and 10% on ‘innovating the business’ (i.e. ‘Innovation’).

− Lower budget limits for categories of investment in IT

It is unreasonable to plan projects and programmes in a certain investment category up

to the limit, as it is most unlikely that they will all deliver in time and within budget. If

only just a few need more resources approved by business, spending in the category will

go over the limits and control is easily lost.

For that reason, it is suggested that a business line sets lower limits as well. In this

constellation, projects and programmes can be planned up to the lower limit, never-

theless having a margin in case of deviations of expected results. Once all are realized

1. Note that this budget is the remainder of the total IT budget minus the budget needed to comply to regulatory or

legislative obligations.
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as planned, the margin can be allocated to new project or programme proposals.

For instance, a business line might for instance decide to choose lower limits in the

following way: 42% of the budget on ‘executing the business’ (i.e. ‘Continuity’), 32%

on ‘growing the business’ (i.e. ‘Business Projects’) and 7% on ‘innovating the business’

(i.e. ‘Innovation’).

Note that a budget of a Business Line is split up over each of its VCs and SCs so that their

sum is equal. As it depends on their specialism whether or not they will have more spending in

one category of investment than another, it is not reasonable to apply the same percentage-wise

proportioning of the spending in the categories of investments in IT at each VC or SC. It could

easily be that the main constituent of projects or programmes of a certain VC are categorized as

‘Continuity’, whereas another has mainly projects and programmes that strive for ‘Innovation’.

For that reason, it is chosen that no limits for categories of investments in IT are defined for a

VC or SC. However, it must be thoroughly assured that all spending at all VCs and SCs together

remains within the limits set for the categories of investments by a Business Line.

6.5 Defining profiles for categories of investments in IT

In order to facilitate appropriate decision-making in managing IT as an investment, a profile is

defined for each category of investment in IT.

Even in our personal portfolio at our home situation, each one of us employs a different ap-

proach depending on the investment made. For instance, on the one hand, in buying cloths

there is not much risk involved, and there are not that much expectations of the value. Such

investments are highly liquid. On the other hand, taking a mortgage for a house bring along

significant risk and one might consider such an investment for a long time, but in the end the

value the house will bring along in comparison with the investment can be considered as high.

Indeed, the more risk one is willing to take, the more value the investment is expected to bring

along.

Note that the quantitative indicators for value and risk that are used throughout the presented

profiles are exactly those that are derived in sections 4.5 and 4.6 respectively. The return is

denoted by the relation between the expected value and the impact of possible risk, as defined

in this Master Thesis in section 4.3.3. All diagrams are inspired on the BCG matrix [23].

6.5.1 Executing the business in portfolio category Continuity

Project and programmes that are assigned to ‘execute the business’ tasks have the specific aim

to assure the ‘continuity’ of a Business Line.

An example of a project in this category could for instance be the replacement of a main server

for the online banking applications of Retail Banking. This project is on itself not that difficult,

but if for some reason or another the server is not up and running again between a certain time

interval, it will have serious consequences for the continuity of the business: transactions will

not be possible for customers.
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This category is typically characterized by the fact it is absolutely important that projects and

programmes succeed as estimated, which is important to take into account in the profile.
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Figure 6.1: Profile for executing the business in portfolio category Continuity

Hence, based upon experiences and feedback from people at OIB, the following profile has

been defined for the portfolio category ‘Continuity’ (cf. Figure 6.1):

− Low to medium risk

It is required that all projects and programmes in the category have a risk rating ‘Low’ or

‘Medium’. By having a low risk involvement, it is reasonable to assume that projects and

programmes can be accomplished without too many problems on their trajectory, this

way assuring the continuity. Having projects with a higher risk rating would possibly

jeopardize the continuity of the business, which is in this category just unacceptable.

− Low to very high value

It is required that all projects and programmes in the category have a value rating ‘Low’

up to ‘Very High’. It is fairly logical that in this category, the more value is delivered, the

better for the business line. However, to realize this value not much risk can be taken,

having as a consequence that the value is usually not all too high.

6.5.2 Growing the business in portfolio category Business Projects

Projects and programmes that are assigned to ‘grow the business’ typically have a commercial

business nature.

For instance, a new financial product for the stock exchange market could be part of this cate-

gory. As this category comprises purely business initiatives with highly commercial influences,

it is specifically characterized by the fact it aims at a high return.

Hence, based upon a brainstorm with OIB people, the following profile has been defined for

the portfolio category ‘Business Projects’ (cf. Figure 6.2):
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Figure 6.2: Profile for growing the business in portfolio category Business projects

− Low to high risk

It is required that all projects and programmes in the category have a risk rating ‘Low’,

‘Medium’ or ‘High’. An acceptable risk involvement is an important factor in deriving

a good return, which is assured by the risk rating up to some level. Note that Business

Projects often address some element of innovation. For that reason the risk rating is

chosen up to ‘High’.

− High to very high value

As it concerns commercial projects or programmes in this category, it is required that

all have a value rating ‘High’ or ‘Very High’. Influenced by a controllable risk, it is

assured that the category brings along a good return.

6.5.3 Innovating the business in portfolio category Innovation

Project and programmes performed with the aim to ‘innovate the business’ typically look at

assuring the future of a business line.

As in all disciplines, innovation is only possible by taking ideas and studies to the limit and by

doing just a bit more than the competitors. On the one hand, innovation often means taking

more risk than usual to achieve what one aims to achieve, mostly because such projects and

programmes cover areas that are not that well developed yet or that are sometimes even still

unknown. This brings along quite some unstable factors that threaten a successful outcome,

nevertheless making worth the gamble. On the other hand, if these factors can be conquered

and innovative products can be launched on the markets before competitors do, the value that

is delivered to the organization is usually quite significant.

Taking these characteristics into account and based upon experiences and feedback within OIB,

the following profile has been defined for the portfolio category ‘Innovation’ (cf. Figure 6.3):

− Medium to maximum risk

It is required that all projects and programmes in the category have a risk rating
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Figure 6.3: Profile for innovating the business in portfolio category Innovation

‘Medium’ up to ‘Maximum’. As these projects and programmes have ambitious goals

they wish to achieve, it should be allowed to take quite some risk to achieve them. Note

that there is some overlap with the allowable risk of Business Projects, as they also often

address some elements of innovation.

− High to very high value

It is required that all projects and programmes in the category have a value rating ‘High’

or ‘Very High’. As it is allowed for the project or programme to take maximum risk in

achieving the goals, it is important that something is returned with at least a high value.

Taking many risks, but not deriving all too much value is just not worth it.

6.5.4 Investment profile for the Business Line portfolio view

The profiles described in each of the previous subsections together form the investment profile

for the portfolio. In Figure 6.4, such an investment profile is shown for the portfolio of a busi-

ness line. Each project and programme in the portfolio of a Business Line must adhere to the

characteristics of the portfolio it belongs to.

By applying an investment profile on the portfolio, projects and programmes are managed and

compared in the context of their category. For instance, for a certain project in the category

‘Continuity’ and another one in the category ‘Business projects’, it would appear the former is

actually doing well whereas the latter is performing rather poor. In previously described situ-

ation, projects and programmes are only compared by their return, not in the context of theirImproved

assessment of

return, cf.

section 4.3.3

mission.

Actually, the suggested investment profile facilitates a very interesting principle of the ITPM

methodology. It has been proved by Markowitz, that a diversified portfolio of both low-risk and

high-risk yields a higher return than a portfolio of only low-risk or high-risk [7]. By applying

the appropriate mix between the two, such an investment-based approach towards projects and

programmes will improve the efficient and effective allocation of the budget.
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Note that each of these profiles are an extension to the decision diagram for project or pro-

gramme assessment of ING proposals, described in section 4.3.3. Naturally, these profiles can

be applied in decision making to whether or not a project or programmes delivers a satisfiable

return, in the context of its portfolio category.
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Figure 6.4: Investment profile for portfolio of projects and programmes

6.6 Optimizing categories of investments in IT

In order to optimize each category of investment, an optimal window is defined for which should

be strived for.

Coming back to our example of our personalized home portfolio once again, consider that each

one of us emphasizes on optimizing the profit in each of the groups the investments are made.

Some sell their car after two years, because it still brings along some value. Others invest in the

stock market with the specific objective to grow the investment more than it would the interest

would return on a bank account. It is the second nature of a human to optimize return, the best

way possible.

With respect to the categories of investments in IT, they can and should be managed as well to

their specific characteristics. One should strive for an optimal in each category, in line with its

characteristics, that balances the estimated value of a project or programme and the impact of

risk.

The profiles for the portfolio categories described in the previous section, assure that the return

of projects and programmes that are part of a category can be considered as acceptable. Although

in this approach, it is assured that the return is satisfiable, but it is not yet optimized at all.

There is still much room for improvements. Each of the following subsections will describe

how a portfolio category can be optimized. The Value and Support Chain Teams should define Business input

requiredan optimal window each year for each category of investment, depending on which flexibility

their strategy allows in the forthcoming year. To nevertheless provide guidance in this matter,

the following subsections describe optimized profiles as an example.

Note that the quantitative indicators for value and risk that are used throughout the presented

profiles are exactly those that are derived in sections 4.5 and 4.6 respectively. The return is

denoted by the relation between the expected value and the impact of possible risk, as defined

in this Master Thesis in section 4.3.3. All diagrams are inspired on the BCG matrix [23].
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6.6.1 Optimizing portfolio performance of category Continuity

In optimizing the portfolio performance of the category ‘Continuity’, several cases must be con-

sidered.

An obvious form in optimizing the return of a portfolio category, is to consider those projects or

programmes that are categorized as ‘Continuity’ but do not adhere to the profile (cf. Figure 6.5).

In terms of the category profile, this means they have a ‘high’ or ‘maximum’ risk rating. It

might be that in a periodical re-assessment of projects and programmes, it appeared that they

have a (much) higher risk rating than was estimated upon initial assessment. In this case, it is

advised to business to request that the project or programme is somewhat redesigned before it is

continued or that it is even stopped. Naturally, it is up to business to make the final decisions for

which they feel it is the right one. Indeed, it might have been as well that the initial assessment

of projects and programmes with the decision diagram in section 4.3.3 showed already earlier

that it was better not to perform it in the context of the portfolio profile, but that business decided

to perform it nevertheless.
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Figure 6.5: Optimizing portfolio performance of category Continuity

Another form of optimization, is to manage the category in such a way that a so-called optimal

window is held in mind as the target which should be strived for (cf. Figure 6.5). It is suggested

that an optimal window for the portfolio category ‘Continuity’ comprises all projects and pro-

grammes that have a ‘Medium’ to moderately ‘High’ value and a ‘Low’ to moderately ‘Medium’

risk. The idea behind it is to make sure that at least the main constituent of the projects or pro-Business input

required grammes in the category assure a satisfiable return for the category, for instance 60% or 70%2.

This to avoid biasing to a poor return, perhaps when gradually more and more projects and

programmes are having a ‘low’ value. Although this is allowed by the profile, the return would

be gradually diminished and this should be avoided. It is obviously allowed to have projects and

programmes outside the optimal window, but this number should be kept as low as possible.

The boundaries of the optimal window have been chosen in the following way:

2. Note that figures given are purely indicative. Thorough empirical research of projects and programmes at OIB is

be needed to come to representative and truly applicable target numbers.
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6.6. OPTIMIZING CATEGORIES OF INVESTMENTS IN IT

− With respect to value

On the one hand, as projects and programmes in the category ‘Continuity’ typically do

not contribute that much to the strategy - except for assuring continuity of course - their

value is usually not that high. For that reason, it is said for projects and programmes

that have a ‘Medium’ value can be considered as very reasonable, in the context of this

portfolio category. On the other hand, in case the main constituent of projects and pro-

grammes categorized as ‘Continuity’ would have a ‘Low’ value, the category would obvi-

ously not be optimal. Taking this in mind, the optimal window with respect to value has

been chosen in the context of its profile with mainly a ‘Medium’ value up to a moderately

‘High’ value. The latter has been chosen to make sure some challenge exist in striving

for the optimal.

− With respect to risk

On the one hand, the lower the risk the higher the return will be, which is naturally

favorable. On the other hand, as the optimal is strived for, the less ‘medium’ risk ratings

for projects and programmes, the higher the return. Taking this in mind, the optimal

window with respect to risk is opted from ‘Low’ to moderate ‘Medium’ risk, making

sure the optimal window is not too narrow.

6.6.2 Optimizing portfolio performance of category Business projects

In optimizing the portfolio performance of the category ‘Business projects’, the following must

be considered.

A quite straightforward categorization is to advise to business for projects and programmes that

are outside the profile of the category, to redesign them before continuing or to even stop them.

Naturally, in the end it is business that takes the decisions in this matter.

To further optimize the category ‘Business projects’, an optimal window is applied in quite

the similar way as described above. However, due to the quite narrow profile of the category

‘Business projects’, there is much less room to ‘play’ with an optimal window. It is nevertheless

suggested to that an optimal window for the category ‘Business projects’ comprises all projects

and programmes with an moderately ‘High’ to ‘Very High’ value and a ‘Low’ to moderately

‘Medium’ risk.

The boundaries of the optimal window have been chosen in the following way:

− With respect to value

As projects in this category are at least expected to have a ‘High’ value, it is reasonable to

require that in an optimal window, a proper mix of projects and programmes is strived

for that have a moderately ‘High’ to ‘Very High’ value.

− With respect to risk

As the lower the risk, the higher the return will be, is reasonable to require for an

optimal optimal window ‘Low’ to moderate ‘Medium’ risk, for quite the same reasons
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6.6. OPTIMIZING CATEGORIES OF INVESTMENTS IN IT
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Figure 6.6: Optimizing portfolio performance of category Business projects

as described for the category ‘Continuity’.

6.6.3 Optimizing portfolio performance of category Innovation

In optimizing the portfolio performance of the category ‘Innovation’, the following must be

considered.

Again, projects and programmes that do not adhere to the profile of the category ‘Innovation’

are advised to be stopped or redesigned to business. The same considerations apply that have

been explained in the previous two subsections.

To further optimize the category, once more an optimal window is suggested. The optimal win-

dow for the portfolio category ‘Innovation’ comprises all projects and programmes with a ‘Very

High’ value and a moderately ‘Medium’ to ‘High’ risk. In fact, the portfolio category ‘Innova-

tion’ is the only category that allows for projects and programmes to have quite some high risk

involved. Indeed, the suitable proverbial sentence ‘no risk, no fun’ is applicable, as often a cer-

tain degree of risk must be taken to achieve just that little bit more in developing something

innovative. This typically characterizes innovative projects and programmes.

The boundaries of the optimal window have been chosen in the following way:

− With respect to risk

Often, there are many unknowns involved in projects and programmes that aim at in-

novation. On the one hand, in this context, the risk factor easily tends to a high rating. It

is important to take this characteristic into account as it will apply for many projects and

programmes, certainly when the optimal window should comprise the main constituent

of them. On the other hand, the less risk that is involved in a project or programme, the

higher the return. For that reason, the optimal window comprises a risk mix between

moderately ‘Medium’ and ‘High’ risk.

− With respect to value

As often quite some risk needs to be taken to succeed the projects and programmes of
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6.6. OPTIMIZING CATEGORIES OF INVESTMENTS IN IT
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Figure 6.7: Optimizing portfolio performance of category Innovation

the portfolio category ‘Innovation’ to realize value, it is reasonable that high expectations

exist towards a high return. For that reason, it is opted for a ‘Very High’ value in the

optimal window to assure this expectations.
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7 Conclusions and recommendations

Finally in concluding this Master Thesis, a short recapitulation on the elucidations in this doc-

ument is presented in this chapter. Throughout this Master Thesis the focus has been on de-

scribing approaches in the domain of portfolio management which are the result of thorough

research on which method best suits the maturity and capabilities of ING Bank.

Based on the objectives this Master Thesis aimed at in this context, conclusions are drawn in

section 7.1, whereafter some recommendations in this matter are derived in section 7.2. To set

out a road for the future, an outlook with respect to portfolio management is shortly described

in section 7.3.

7.1 Conclusions

Having in mind the objectives set out in the introduction of this Master Thesis, conclusions are

drawn with respect to each of them.

− Contributing to the establishment of consistent OIB portfolios

To contribute to the establishment of consistent OIB portfolios, six processes have been

described in the context of the EPM paradigm. The processes form a coherent approach

in establishing an enterprise OIB portfolio, wherein a clear distinction is made between

‘doing the things right’ and ‘doing the right things’. With respect to the latter, it proved

to be important that in order for business to establish a well-balanced portfolio, strong

assistance is needed from the supply side. From designing these processes, it is con-

cluded that a joint effort between demand and supply is essential for effective portfolio

management.

− Clarifying decisive aspects of IT to decision-makers

A model has been presented in this Master Thesis that strongly focussed on assessing

projects and programmes in a highly quantitativemanner. On the one hand, quantitative

indicators proved to be particularly useful in making the decisive aspects of projects and

programmes clear to business in a more intuitive and understandable way. On the other

hand, quantitative indicators provided a foundation for more objective decision-making.

Although the approaches that derive these quantitative indicators are based on a set

of assumptions making them subjective to some level, the Master Thesis showed that

whenever this subjectivity is structured, added up and made comparable, the difficult

process of quantification of IT is made possible and insight can be gained.
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7.2. RECOMMENDATIONS

− Clarifying the support of a portfolio to the strategy

To clarify the contribution of a portfolio to the strategy, on the one hand an approach

is established in this Master Thesis that visualizes the support of individual projects or

programmes to each of the tactical objective in an intuitive way, whereas on the other

hand a quantitative indicator is derived for consistent decision-making. From such an

insight interesting conclusions can be derived on whether or not the tactical objectives

are sufficiently supported so that in the context of a VC or SC the strategy is effectively

realized.

− Contributing in optimizing the return of a portfolio

In the Master Thesis an approach is described to balance the return of a portfolio by

managing projects and programmes as an investment. It is concluded that the return of

a portfolio can be significantly improved by categorizing and managing them according

to a profile.

7.2 Recommendations

In line with the conclusions drawn for this Master Thesis, the following recommendations are

made in the context of portfolio management:

− Clarify roles and responsibilities of regional management

Although EPM processes can be designed in the most perfect way, they will not prove

to be effective if regional management is not committed to comply. As it is pointed out

earlier in this Master Thesis, a discrepancy exists between functional and hierarchical

steering which is one of the main concerns in current portfolio management activities.

For that reason, it is recommended to clarify the roles and responsibilities of regional

management, in order to assure the success of EPM processes.

− Strive for strong communication between EPMO and business

One of the most important objectives of EPMO is to assist business in an appropriate

way. In order to valuably assist in this matter, it is important to provide business with

the information which they perceive is helpful for decision-making. Quite logically, it

is business that must clarify which information and in what form they exactly wish to

receive it. In this respect, communication between business and the units at EPMO

that develop methods to derive the required information is crucial. Whenever this com-

munication fails, and business feels that they are not being helped by the information

provided, they will just stop using it, which can certainly not be the intention.

− Awareness in interpretation of quantitative information

Although quantitative indicators provide a useful insight into aspects of IT, one must

always be aware of the assumptions on which the methods that derive these indicators

are based on and of the degree of subjectiveness that is involved. It is important to take

this into account in making decisions so that a certain level of awareness exists when

interpreting them.
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7.3. OUTLOOK

− Strive for making support of business line portfolio to strategy clear

In the Master Thesis it is shown how it can be made clear whether or not a VC or SC

portfolio supports the tactical objectives sufficiently. However, it should be strived for to

make the support of a business line portfolio to the business line strategy clear as well.

Indeed, projects and programmes are performed to realize the strategy of a business

line in the end, making it worth to verify whether or not a portfolio is actually realizing

this.

− Strive for a more long term scope of portfolio

The current scope of the portfolio is only 1 year, whereas the duration of projects and

programmes in the portfolio is usually somewhat longer. By striving for a more long-

term scope of the portfolios, for instance a scope of 3 years in line with the MTP, a better

reflection of the long term strategy of ING Bank would be enabled, which is obviously

important in assuring the growth of ING Bank in an appropriate way.

7.3 Outlook

The scope of this Master Thesis have been persistently on portfolio management in the con-

text of projects and programmes. Obviously, ING Bank makes much more investments in IT

apart from projects and programmes: investments in infrastructure, applications, services, etc.

For quite the same objectives as strived for with projects and programmes, portfolio manage-

ment can be applied for such investments as well to improve returns and performance while

establishing an OIB enterprise asset portfolio.

The great challenge in this matter is to link both the OIB enterprise asset portfolio and project

and programme portfolio. This way a management life cycle for each portfolio investment in IT

can be established so that an overview becomes clear of the beginning, middle and end of each

investment.

The nice thing is that usually projects and programmes develop or configure something which

later becomes an asset for OIB. By having one IT portfolio of projects/programmes and assets,

it would become possible to verify whether or not the estimates of financial and non-financial

benefits that projects and programmes are estimated to realized are indeed met whenever it has

become an asset.

By controlling IT from idea to project, from project to asset, from asset to project, etc., a com-

plete and better controllable overview of the life cycle of all aspects of IT would be enabled,

introducing more effective and efficient IT management. That would make real IT Portfolio

Management come true!

85





References

[1] de Dijcker Ph. - Aligning business and IT at ING: current practices and IT fundamentals

TUe, 2006

[2] Portfolio instructions, definitions and used variables

ING/Ops&IT Banking/AWB

[3] Stad R., Droog M. - Project risk

ING, ORM Conference 2004

[4] Third Quarter CHAOS Report

Standish Group International, 2004

[5] Roberts J.P. - The Elusive Business Value of IT

Gartner Research Note, August 2002, ID: AV-17-2862

[6] Enterprise Value: Governance of IT Investments, The ING Case Study

IT Governance Institute, 2006

[7] Verhoef C. - Quantitative IT Portfolio Management

Science of Computer Programmming, 45, 1-96, 2000

[8] Levy H. - A Note on the Payback Method

Journal of Financial and Quantitative Analysis, Vol. 3, No. 4, 433-443, 1968

[9] Weston J.F., Brigham E.F. - Managerial Finance

New York, 1966

[10] Miller B. - Portfolio Management: Linking Corporate Strategy to Project Priority and

Selection

PM Solutions

[11] Former P. - Instructions Decision Support Model (DSM)

ING/Ops&IT Banking

[12] Adviesaanvraag EPMO

ING/Ops&IT Banking/EPMO

[13] Van Nistelrooy P. - Hoe neemt u complexe investerings beslissingen?

CA, presentation Clarity Enterprise Portfolio Management System, 2005

[14] Decision Single Tooling

ING, 2006

[15] ING Group Compliance Policy

ING Group, http://www.ing.com/group, July 1 2005

[16] Best Practices: Project Prioritisation and Portfolio Optimisation

UMT, Portfolio Management Theory and Practice Series, April 13 2005

[17] Tilmant M. - Intranetsite CEO Michel Tilmant

ING, http://www.micheltilmant.intranet

[18] The Business of IT Portfolio Management: Balancing Risk, Innovation, and ROI

META group white paper, January 2002

87



[19] Maizlish B., Handler R. - IT Portfolio Management: Unlocking the Business Value of

Technology

John Wiley & Sons Inc, July 2004, ISBN 0471649848

[20] CIO Desk Reference: Critical Competencies Every CIO Must Master

META Group, 2002

[21] Project Portfolio Governance Framework

ING, v1.02, 2005

[22] Ward J., Peppard J. - Strategic Planning of Information Systems

John Wiley & Sons Inc, 2002, ISBN 0470841478

[23] Boston Consultancy Group (BCG) box

Tutor2u, http://www.tutor2u.net/business/strategy/bcg box.htm

[24] Functional Overview of The Clarity Enterprise Portfolio Management System

CA/Niku Corporation, 2004, http://www3.ca.com/Files/Brochures/clarity_brochure.pdf

[25] Clarity 7.5 Content Portlets and Reports

Niku Corporation, 2005

[26] Discussion paper on Portfolio Categories and Strategic Initiatives

ING/Ops&IT Banking/EPMO, v0.5, 2006

88



Glossary

AHP Analytical Hierarchy Process

ARB Applications Retail Banking
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EPMO Enterprise Programme Management Office

F&BS Finance and Business Support

GPL Generic Project Lifecycle

GPP Governance Project Portfolio

Infra IT Infrastructure

IRR Internal Rate of Return

ISSNL ING Securities Services Netherlands

ITPM IT Portfolio Management

MTP Medium Term Plan
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PB Project Brief
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A ING definitions, regions, VCs and SCs

This appendix describes some definitions that are employed at ING and which are important

in the context of this Master Thesis. Furthermore, it is described in what regions and countries

ING Bank is active. Finally, the Value Chains and Support Chains in which OIB participates are

listed to enable an overview.

A.1 ING definitions

Programme “A programme is a portfolio of projects and activities, which are coordi-

nated and managed as a unit such that they achieve outcomes and realise

benefits, having one business case.” [14, 21]

Clarification:

− Programmes realize a strategic change with high impact on the

organization.

− Ultimate deliverables and end goal may evolve.

− Focus on change and benefits.

− Generally long in duration, approximately 2-5 years, with more

flexibility in its structure than a project.

− Requires a large investment (over 5 million euros).

Project cluster “A project cluster is a portfolio of projects that are coordinated and man-

aged as a unit.” [14, 21]

Clarification:

− A project cluster has no business case in itself. It holds the sum of

all project business cases.

− Coordinates the relationships and dependencies between projects

within scope.

− Enables efficient usage of human resources of projects within

scope.

− Makes governance activities more efficient for governance board

members.

− A project cluster has neither an end date nor a specific life cycle.
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A.2. ING REGIONS AND COUNTRIES RELEVANT TO OIB

Project “A project is a temporary organization that is created for the purpose of

delivering one or more business products according to a specified business

case.” [14, 21]

Clarification:

− A finite and defined life cycle, preferably between 3 months and 1

year but with a duration of less than 2 years.

− Defined and measurable business products.

− A corresponding set of activities to achieve business products.

− A defined amount of resources (between 100,000 and 5 million

euros).

− An organizational structure, with defined responsibilities to man-

age the project.

Enhancement “An enhancement is a set of activities carried out to implement a change,

with a minimum of overhead (planning, steering activities, reporting

etc.).” [14, 21]

It is a change & development activity limited in:

− Cost (less then 100,000 euros)

− Risk

− Duration

− Business and IT impact

with up-front guarantees allowing simplified and accelerated governance

decisions and less intensive monitoring.

A.2 ING regions and countries relevant to OIB

The Netherlands (NL)

United Kingdom (UK)

Ireland (IE)

South West East (SWE)

Belgium (BE), France (F), Italy (IT), Spain (ES), Luxembourg (LUX),Portugal (PT),

Switzerland (CH)

Central & Eastern Europe (CE)

Austria (AT), Bulgaria (BG), Germany (DE), Czech Republic (CZ),

Hungary (HU), Kazakhstan (KZ), Poland (PL), Romania (RO), Slovakia (SK), Turkey (T),

Serbia & Montenegro (CS), , Ukraine (U), Russia (RU)

Asia

China (CN), Hong Kong (HK), India (IN), Indonesia (ID), Korea (KP),

Malaysia (MY), Philippines (PH), Japan (JP), Singapore (SG), Taiwan (TW), Thailand (TH)
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A.3. VALUE CHAINS RELEVANT TO OIB

Americas (Amcs)

United States (US), Argentina (AR), Brazil (BR), Mexico (MX), Chile (CL), Antilles (AN)

ING Securities Services Netherlands (ISSNL)1

Wholesale International Amsterdam (WIA)

A.3 Value Chains relevant to OIB

Line of Business Value Chain

Commercial-Intermediair Insurance

Commercial-Wholesale Payments & Cash Management

Equities

Lending & Guarantees

Structured Finance

Securities

Financial Markets

Credit Portfolio Group

Lease

Commercial Finance

Nationale Borg

Bank Mendes Gans

Wholesale Banking Network

Commercial-Retail BE Retail BE Convenience Accounts

Retail BE Convenience Domestic Payments

Retail BE Investments Savings

Retail BE Investments Securities

Retail BE Investments Insurance

Retail BE Private Banking

Retail BE Lending Standard

Retail BE Lending Taylor Made

Retail BE Insurance Life

Retail BE Insurance Non-Life

Retail BE Channel Home’Bank

Retail BE Channel Internet

Retail BE Channel Self’Bank

Retail BE Channel Phone’Bank

Retail BE Channel Branch Tools

BE Customer Referentials

BE Data Ware House

Commercial-Retail NL Payments DP NL - Transactions

Payments DP NL - Cards Acquiring

Payments DP NL - Cash

Payments DP NL - E-Channels

Payments Cust. Data & Agreements

Savings
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A.4. SUPPORT CHAINS RELEVANT TO OIB

Consumer Loans

Mortgages

Securities

Insurance - IBV

Insurance - PV

Insurance - RVS

Internet Channel

Call Channel

Branch Network

Generic Retail

A.4 Support Chains relevant to OIB

Support Function Support Chain

Finance Finance

Facility Management FM

Group HR Human Resource

Ops&IT Generic Infrastructure Services

Support Function ARB

Support Function ORB

Support Function AWB

Generic F&BS Services

Risk Risk-Credit Risk

Risk-Market Risk

Risk-Operational Risk

Risk-Information Risk

Corporate Procurement Corporate Procurement

Executive Board Executive Board

Corporate Legal Compliance & Security Corporate Legal Compliance & Security

Corporate tax Corporate tax

Corporate Communications & Affairs Corporate Communications & Affairs

Corporate IT Corporate IT

Corporate Audit Services Corporate Audit Services

ING Card ING Card

ING Real Estate ING Real Estate
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B Elements of AWB project portfolio

This appendix lists the various elements of the OIB departmental project portfolio AWB [2].

It comprises a listing of its clients, its IT domain main suppliers, its Value Chains, the regions

and countries where it is active, the strategic objectives the projects and programmes it currently

performs hope to realize, its Value Add Classification and finally its portfolio categories.

B.1 Clients

Staff&Support

Corporate Audit, HR, Facility Management, Procurement, Legal/Tax Compliance

Finance&Risk

Finance, Market Risk, Credit Risk, Insurance Risk, Operational Risk

Commercial

Wholesale, Financial Markets, Asset Management, Intermediary, Retail and Private Banking

Ops&IT Banking

ARB, AWB, ORB, OWB, Infra and F&BS

B.2 IT Domain main supplier

AWB International Payments & Cash Management AWB Financial Markets

AWB Relationship Management and Lending AWB Private Banking

AWB Equity Markets AWB Wholesale Branch Network

AWB Securities AWB Finance

AWB Transactional Services AWB Support services

AWB Data Warehouse AWB Human Resources

AWB Risk

B.3 Value Chains

Payments & Cash Management Equities

Lending & Guarantees Structured Finance

Securities Financial Markets

Credit Portfolio Group Wholesale Banking Network

Lease Commercial Finance

Nationale Borg Bank Mendes Gans
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B.4. RELEVANT REGIONS AND COUNTRIES FOR AWB

B.4 Relevant regions and countries for AWB

The Netherlands (NL) United Kingdom (UK)

South West East (SWE) Central & Eastern Europe (CE)

Belgium (BE), Luxembourg (LUX), Italy (IT), Germany (DE) and CEE other

France (F), Switzerland (CH) and SWE other

Wholesale International Amsterdam (WIA) Asia (A)

ING Securities Services Netherlands (ISSNL) Americas (Amcs)

B.5 Current Strategic Objectives

Strategic objectives defined by clients for AWB departmental project portfolio:

Business Alignment New business

Cost reduction Legal obligation

Quality improvement Ops&IT efficiency

IT platform upgrade/integration

Strategic objectives defined locally for SWE/BE region (BEN):

New Business Process Improvement

Profitable Growth Customer Satisfaction

Cost Reduction Cost Leadership

Support Application Development Technological Evolution

Provide Secure and Stable IT Infrastructure Keep IT Technology up-to-date

Enhance Operational Excellence Enhance Synergy SWE BU

Ops&IT Efficiency/Performance/Continuity Business Alignment

Process/Quality Improvement IT Platform upgrade/integration

Revenue Increase/Protection

Additional objectives that occur in the BE Golden Copy:

Legal and compliance services/obligations Strategic platform

Business Continuity Portfolio Management

Strategic objectives defined locally for NL region (Samba):

Strategic objectives Ops&IT Banking:

Transparency in cost Reduce application complexity

Sourcing Strict project governance

business alignment quality improvement

monitoring operational risk

Strategic objectives Retail NL:

Customer satisfaction Profitable growth

Cost leadership
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B.6. PORTFOLIO CATEGORY

B.6 Portfolio Category

Strategic Continuity Continuity

External obligation IT Transformation

Business projects Studies

B.7 Value Add Classification

Category A: ‘Sustain operations’ : to minimize costs.

Assuring business continuity in day-to-day operations.

Category B ‘Consolidate/Rationalize IT’ : reduce baseline costs.

Consolidating and rationalizing IT to achieve cost IT reductions.

Category C: ‘Support business growth initiatives’ : deliver quality on time at expected budget

Enabling and assisting new business projects.

Category D: ‘Transform business’ : to reduce business costs or contribute to revenues.

Developing business solutions that transform the way of working.
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C Scorecards for risk determination

This appendix shown two scorecards that must be used to determine project execution risk and

project result risk [3]. CRM Project Risk Management is responsible for these scorecards. The

risk score can be determined by adding up the numbers associated with the Key Risk Indicator

C.1 Project execution risk

Risk Area Key Risk Indicator #

Use of new, unproven technology is Non-existent 1

Insignificant 2

High dependence 3

Maximum dependence 4

Project duration is Less than six months 1

Six to twelve months 2

One to two years 3

Over two years 4

Project costs are currently On budget or project not yet started 1

Below budget 2

Up to 50% over budget 3

More than 50% over budget 4

The extent of organizational change Zero or insignificant 1

Medium 2

High 3

Maximum 4

Business involvement is Intensive 1

High 2

Low 3

Non-existent 4

System involves direct interaction with One BU only 1

Other ING BU’s 2

Other trading or business partners 3

Customers 4

System will need interface with No other systems 1

One existing system 2

Two to five systems 3

More than five systems 4
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C.2. PROJECT RESULT RISK

Project delivery is currently On time or project not yet started 1

Up to three months late 2

Three to six months late 3

Over six months late 4

Key staff availability will be Prioritized and intensive 1

Significant 2

Best efforts but not prioritized 3

Secondary activity only 4

Relative size in relation to other projects Relatively small 1

Equivalent size 2

Up to 50% bigger/more complex 3

More than 50% bigger/more complex 4

C.2 Project result risk

Risk Area Key Risk Indicator #

External fraud sensitivity of result Non existent 1

Low 2

Medium 3

High 4

Internal fraud sensitivity of result Non existent 1

Low 2

Medium 3

High 4

Introduction of a new product Existing product 1

New product based on existing one 2

New product within ING 3

New product innovation 4

Characteristics of new product Existing product 1

Simple product 2

Complex product 3

Very complex product 4

Distribution channel used for product in-

troduction

Existing channel and product 1

Existing channel and new product 2

New channel and existing product 3

New channel and new product 4

Characteristics of a distribution channel No distribution channel 1

Low risk distribution channel 2

Medium risk distribution channel 3

High risk distribution channel 4
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C.3. RISK RATINGS

Impact product to customer satisfaction Non existent or Low 1

Medium 2

High 3

Extreme 4

Confidentiality classification Public 1

Restricted 2

Confidential 3

Secret 4

Integrity classification Nominal 1

Standard 2

Individual 3

Second intervention 4

Availability classification Recoverable 1

Cold standby 2

Hot standby 3

Failsafe 4

C.3 Risk ratings

Score Risk rating

1-30 Low

31-44 Medium

45-64 High

65-80 Maximum
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