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Abstract 

We report on the development of a toolbox to assist decision-makers during the selection and 
governance of IT-enabled service innovation projects. The toolbox is based on the integration 
of the balanced scorecard and the Val IT™ framework. This action research was done through 
an in-depth case study, composed of several semi-structured interviews and documentary 
reviews. To ensure an adequate consideration of the multidisciplinary nature of service 
innovations, decision-makers' attention will not only be drawn to the financial aspects, but 
also to the intangible and multidimensional aspects of service innovation projects. The 
toolbox backs the company's value creation processes and provides a tested methodology. 
Therefore, to the best of our knowledge, it fills a gap within the existing set of tools and 
methods to foster service innovations within a financial services company. 
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1. Introduction 

Whether an organization is growing or mature, it will always be faced with the challenge to 
manage an increasing number of projects. Possible reasons are product expansions, 
introductions into new markets or internal pressures to handle an increased workload 
(Holtsnider & Jaffe, 2006; Ruiz-Mercader, Merono-Cerdan & Sabater-Sanchez, 2006; Urli & 
Terrien, 2010; Ward & Peppard, 2003). These evolutions make it increasingly difficult to 
determine how an organization’s performance will be influenced by IT-enabled projects, yet 
these are essential for a company’s growth and service innovation (Ordanini & Rubera, 2010; 
Ostrom et al., 2010; Rezania & Lingham, 2009; Tseng, 2008). These projects are undertaken 
because they are expected to enhance the value creating abilities of the organization. The 
various IT-enabled projects that an organization initiates can contribute to an improvement of 
organizational performance (Melville, Kraemer & Gurbaxani, 2004). 

The organizations’ management can hence be confronted with an objectivity issue when 
trying to compare these projects with each other, in order to determine their potential (or 
actual) value creation for the company.  

A possible solution is the decomposition of the organization’s strategy into areas of attention. 
These can be used to group projects, often referred to as a portfolio of projects (Archer & 
Ghasemzadeh, 1999). The fundamental objective of the related portfolio management is to 
determine the optimal mix and sequencing of projects to best achieve the organization's 
strategic goals while honouring constraints imposed by internal (e.g. available resources) or 
external factors (e.g. market evolutions). This facilitates a linkage between the chosen 
strategy and the projects. However this also helps to narrow down the possible strategic 
orientations of projects and clarify their strategic alignment and expected value creation 
(Henderson, Venkatraman & Oldach, 1993; Luftman, 2003). The latter will be made more 
concrete by adding selection criteria for each portfolio. This approach should ensure an 
alignment between the company’s strategy and its accepted projects, in order to facilitate the 
creation of an internal benchmark for the different projects in a corresponding portfolio. 
However this needs to be complemented with a commonly accepted method to formulate the 
selection criteria and link them to the strategy. 

This research’s contributions are threefold. 

(1) We stimulate the research stream of “Service Science”, considered to be in its infancy 
(Ostrom et al., 2010), by offering a feedback on a formal method to evaluate IT-enabled 
projects for service innovation and its corresponding project governance. 

(2) The application of this “project governance” is rather unexplored. The presence of 
governance in projects is not often discussed (Ruuska, Ahola, Artto, Locatelli & Mancini, 
2011) and reported results on its application can be found in the public sector (Crawford & 
Helm, 2009; Williams, Klakegg, Magnussen & Glasspool, 2010). We offer first insights on its 
application in the financial services sector and how it can induce service innovations. We 
developed a “value toolbox” (comprising a diagnostic tool, interview guide and project 
selection/governance tool) inspired on the Val IT™ Framework 2.0 (IT Governance Institute, 
2008a), integrated with a balanced scorecard (Kaplan & Norton, 1996). 
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(3) Finally there is an increased interest in the use of the balanced scorecard (BSC) in various 
management fields (Asosheh, Nalchigar & Jamporazmey, 2010) and we report on a case 
study in a financial services company. 

2. Literature Review 

2.1 Service Innovations and IT-enabled Projects 

Today the value creating potential of organizations is driven by their services rather than by 
its products. Possible innovations through IT can be broadly categorized as base innovation, 
system development and service innovation (Ordanini & Rubera, 2010). The concept of 
service innovation was defined by Ostrom et al. (2010): 

…we suggest that service innovation creates value for customers, employees, business 
owners, alliance partners, and communities through new and/or improved service 
offerings, service processes, and service business models. (p. 5) 

This definition of service innovation indicates two shifts, (1) the type of actors or 
stakeholders and (2) the type of projects that companies are executing. The evolution towards 
an enhanced involvement of stakeholders corresponds to the promotion of a multidisciplinary 
focus due to the complexity of services and the embedding of IT is essential to leverage 
service innovations (Ostrom et al., 2010). Most companies are expanding from a focus on 
projects with suppliers/customers (i.e. external environment) towards multiple projects for 
internal customers (Urli & Terrien, 2010). IT-enabled projects are evolving from a mere 
support to the company’s operations towards a facilitator of change for the company’s 
strategy (Holtsnider & Jaffe, 2006), growth (Rezania & Lingham, 2009), competitive 
advantage (Ruiz-Mercader et al., 2006) and innovation (Tseng, 2008). This is reinforced by 
the observation that the main differentiating factors between successful and unsuccessful 
companies’ deployment of IT, was managements’ capacity to evaluate (i.e. a priori and a 
posteriori) IT-enabled service innovations (Ward & Peppard, 2003).  

Despite the considerable profits that can be generated from successful implementations of 
IT-enabled projects, plenty of them fail, have difficulties to finish on time, on budget or 
deliver the expected business value (Schwalbe, 2010).  

The reasons for IT-enabled project failures can be numerous but literature reported, (1) an 
insufficient understanding of the possible relationships between the used business 
performance metrics and the implementation of IT-enabled projects (Irani & Love, 2002), (2) 
the importance of organizational and management issues (Fitzgerald, 1998) and (3) 
misalignments with the company’s strategy (Bensaou & Earl, 1998). 

The existing work habits and business’ preferences might not be considered during the 
elaboration of an IT-enabled solution. Often the anticipated value of the IT-enabled project 
cannot be adequately measured or demonstrated (Remenyi, Money & Bannister, 2007). 
Effective service innovations are constrained by the latter, impeding the company’s growth 
(Ostrom et al., 2010). 
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We assert that the underestimation of multidisciplinarity as an integral part of value creation 
to be contingent on the success of service innovations. The potential failure of an IT-enabled 
project aimed at fostering service innovation, can be avoided by creating a proper “project 
governance”, an essential element for their achievement (Schwalbe, 2010). 

2.2 The Emergence of Project Governance 

Research on project governance has been focused on the public sector and is considered to be 
a new area with few publications (Crawford & Helm, 2009; Williams et al., 2010). The 
terminology “project governance” and “project management governance” might be used as 
synonyms (Marnewick & Labuschagne, 2010). However we view them separately because 
project governance determines the strategic objectives (and follow-up mechanism) to be 
achieved (Ruuska et al., 2011) while project management governance looks at operational 
decisions to be made within a project (Turner, 2006). Therefore we focus on the project 
portfolio level and it’s also a valid approach to align it with the company’s strategy and 
ensure continuous value creation (Luftman & Brier, 1999). The actual selection of IT-enabled 
projects and their related governance processes should not be done in isolation (Henderson et 
al., 1993) because there are various interrelations and synergies between them (Graves & 
Ringuest, 1999).  

In practice, decisions are often based (to a greater or lesser extent) on acts of faith (Farbey, 
Land & Targett, 1992), instinct (Powel, 1992), blind faith (Weill, 1990) and the definition of 
“value” (Bannister & Remenyi, 2003). The latter is abstract and multidimensional by nature 
(Kwon, Watts-Sussman & Collopy, 2002). Therefore Melville et al. (2004) chose to define it 
as:  

…the organizational performance impacts of information technology at both the 
intermediate process level and the organization-wide level, and comprising efficiency 
impacts and competitive impacts. (p. 287) 

A multidisciplinary approach is therefore needed to foster these service innovations (Ostrom 
et al., 2010). 

2.3 Measuring IT-enabled Value Creation 

The extant project management literature offers insights regarding the selection of projects 
with a portfolio approach. For example the actual decision for selecting a project happen in 
committee meetings where multiple criteria should be used (Urli & Terrien, 2010) during the 
“stage gate evaluation” of a project (Cooper & Kleinschmidt, 2007).  

The actual appraisal of these projects can be subdivided into two approaches: qualitative and 
financial (Bannister & Remenyi, 2000; Urli & Terrien, 2010). Often the qualitative approach 
will prevail over the financial one because not all the required data is available or it cannot be 
obtained at the time of decision (Rosacker & Olson, 2008) due to coordination issues 
(Omitaomu & Badiru, 2007) and because IT-enabled projects are not considered to be regular 
investments (Ballatine & Stray, 1998). The intangible benefits form IT-enabled projects to the 
overall company’s strategy can be left outside the decision process when using exclusively 
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these financial measures and techniques. Service innovations are not always quantifiable in 
monetary profits and quantitative appraisal methods can be contingent on the estimates that 
lead to a score for each IT-enabled project (Bacon, 1992). Examples of qualitative criteria 
were reported by Rosacker and Olson (2008) and include the probability of completion or 
mandatory requirements resulting from the external environment like for example changes in 
legislation. A mixture of techniques is needed (e.g. financial and non-financial), balancing 
their respective merits and drawbacks (Ballatine & Stray, 1998). 

However little methodology exists for the evaluation of value creation through IT-enabled 
projects (Archer & Ghasemzadeh, 1999; De Reyck, Grushka-Cockayne, Lockett, Calderini, 
Moura & Sloper, 2005). Building upon these arguments, we propose and apply a project 
governance framework that encompasses both financial and intangible metrics. In doing so, 
we contribute to the scarce stream of research that concentrates on project governance, and 
report on a case in financial services, which has been hitherto neglected (to the best of our 
knowledge). 

3. Research Methodology 

We aimed at developing a tool which supports service innovations through the governance of 
projects. By adopting action research, we produce actionable knowledge, i.e. knowledge that 
can be put into practice by managers when dealing with operational issues. In order to do so, 
we develop a set of tools aimed at assessing the alignment of projects to the strategy of the 
organization and consisting of a diagnostic tool, an interview guide and an extensive 
dashboard (based on the BSC) that serves as a project governance tool. Action research is 
also an approach to organizational development and change (Coghlan & Rashford, 2006), 
specifically applicable in the context of this article. Additionally, it’s relatively uncommon in 
information technology settings, yet valuable for exploring new grounds (Dick, 2009), like 
the financial service sector. 

Correspondingly, we aimed to understand “how” and “why” project governance works 
(Pettigrew, 1992). Accordingly, we relied on a case study design, which is appropriate to 
tackle such research questions and which fits into our approach. According to Yin (2003):  

The case study research method is an empirical inquiry that investigates a contemporary 
phenomenon within its real-life context; when the boundaries between phenomenon and 
context are not clearly evident; and in which multiple sources of evidence are used. (p. 
13) 

Our methodology can be described in three phases. The first phase was done through 7 
semi-structured interviews, coupled with an external documentary review and literature 
review (i.e. preparation of our data collection). This led to the creation of a diagnostic tool 
and a more detailed interview guide. The second phase involved an experimentation of the 
interview guide through several semi-structured interviews, coupled with an internal 
documentary review (i.e. data collection). The final phase concerned the analysis and 
presentation of our observations (i.e. evaluation of the data). This led to the creation of a 
dashboard for project governance.  
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Semi-structured interviews are recognized as a verbal research technique to collect 
information with a specific purpose mind (Pinto & Grawitz, 1967). These interviews were not 
tape recorded to ensure confidentiality on a sensitive issue and stimulate information 
exchange (Nicholson & Kiel, 2007). There were always two interviewers 
(moderator/assistant) and condensed reports of each interview were made by the assistant. 
The moderator added his observations and comments to these reports in order to cover as 
much information as possible. 

These three phases also led to the creation and validation (through experimentation) of our 
“value toolbox”. We created a first version of a toolbox that supports managers in their 
governance activities related to the various projects in the company. The tool is inspired upon 
the existing Val IT™ framework. The methodological triangulation (i.e. use of multiple 
semi-structured interviews with internal and external documentary reviews) warrants the 
validity of the tool (Denzin, 1978). 

At the end of the case study, a full written report was made with all the observations 
regarding validity, completeness, applicability and integration of the observations from the 
documentary review. This report was presented to the interviewees for a final feedback, as 
suggested by Yin (2003). 

4. Toolbox for the Governance of IT-enabled Projects 

4.1 Description of the Case Study 

Our case study firm offers both industrialized, mass services and highly customized, 
interactive services to customers of the financial sector. The company has known a significant 
growth over the past decade and was interested in a review of their current project 
governance practices. 

It was founded in the mid-90s and currently employs more than 600 employees, realized a 
turnover of more than €61m (2008) and its customers are located more than 30 countries. The 
evolutions that have affected this company are relevant for our research because it has been 
characterized with a significant growth over the past 15 years through the introduction of 
various new products and related services. This led to corresponding needs to change their 
project governance activities. 

4.2 Quick Overview of Val ITTM 

To the best of our knowledge, there has not yet been a publication on the use of the Val IT™ 
framework (IT Governance Institute, 2008a) as a basis for project governance in a company 
to enhance service innovation practices. In order to maximize the company’s value creation, 
we claim that there must be a sound alignment between the chosen strategy of a company and 
the IT- based projects it undertakes (our assumption is that IT projects lead to value creation 
and corporate performance, provided that they are aligned to the strategy of the organization). 

The Val IT™ framework is one answer to the problems organizations face in optimizing the 
realization of added value from their IT projects. The goal of this framework is to have IT 
projects accepted which have an affordable cost, with a predetermined and permissible level 
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of risk, aimed at creating value for the organization. This framework uses the strategic 
necessity hypothesis (Ordanini & Rubera, 2010) since it argues that the possible investments 
in IT are available to every company and hence the leverage of business resources through IT, 
indicating its performance enhancing role without a direct effect on the company’s 
performance. Value for the business units is enhanced by the ability to leverage or invent 
processes, procedures and organizational structures (Brynjolfsson & Hitt, 2000). Figure 1 
represents the content of the Val IT™ Framework 2.0 itself. 

 

Figure 1. The Val IT™ Framework 2.0 

Source: IT Governance Institute, 2008b. Enterprise Value: Governance of IT Investments, 
The Val IT Framework 2.0, page 15. 

There are three groups of processes in the Val IT™ framework: Value Governance (VG), 
Portfolio Management (PM) and Investment Management (IM). The VG process deals with 
the control and strategic direction of the underlying portfolio of IT-enabled investments.  

The alignment between the organization’s strategy and the IT-enabled projects is covered by 
the PM process. Finally the IM process is primarily focusing on the elaboration of a business 
case for every IT-enabled project. This document will be used when deciding on the 
acceptance of IT projects in a specific portfolio and also contains e.g. a risk analysis and a 
cost-benefit analysis. 

Val IT™ is closely linked to the COBIT® framework (IT Governance Institute, 2004). Both are 
complementary since the Val IT™ framework will direct the funding and monitoring of the IT 
projects, whilst COBIT® will deal with the actual implementation of the IT projects.  

However we consider that the Val IT™ framework remains quite high-level and needs to be 
complemented, in order to actually use the principles and processes it proposes. The high 
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number of underlying processes and management practices could also be a disadvantage, hence 
a pragmatic selection and application of them is needed. 

4.3 Diagnostic Tool 

We began with a first categorization of information (i.e. existing literature, professional 
standards and practices). This is a crucial result of any qualitative analysis (Dey, 1993) but 
categorisation is a creative process that requires careful judgments about what is significant 
and meaningful (Patton, 1990). Therefore we opted to inspire us on the basic elements of the 
Val IT™ framework, which we complemented with eternal sources and literature (Bannister & 
Remenyi, 2003; Bennington & Baccarini, 2004; Bensaou & Earl, 1998; Fitzgerald, 1998; 
GIGREF & McKinsey&Company, 2008; GIGREF & McKinsey&Company, 2004; Irani & 
Love, 2002; Remenyi et al., 2007; Shank & Govindarajan, 1992; Whittaker, 1999). 

We developed a diagnostic tool for the company’s value practices. A list of 24 questions 
related to value creation problems was extracted from the literature. These questions were 
redistributed around the proposed list of symptoms of poor value management within the Val 
IT™ framework (IT Governance Institute, 2008a, p. 15). The list contains 7 symptoms but 
does not offer corresponding assessment criteria to conduct a more detailed analysis of the 
company’s current situation and identify the most impacted symptom. 

In order to realize this, we analysed the description of the 22 underlying processes of the Val 
IT™ framework. This led to more assessment questions which could also be linked to the 
proposed symptoms of poor value management. The result was a more detailed 
decomposition of the proposed symptoms within the Val IT™ framework and a pragmatic 
diagnostic tool. This diagnostic tool was experimented through a semi-structured interview, to 
get an understanding of the company’s actual problems and direct our next steps. The 
enriched list of symptoms made it possible to perform an adequate assessment of those 
symptoms, something which is not readily made available in the Val IT™ framework. Hence 
we facilitated a structured approach towards the reported issues. 

Examples of alignment criteria between the IT-enabled projects and the strategy of the 
company are: What is the role of the IT department in the prioritization of IT-enabled projects 
for the business? Are attributed budgets sometimes cancelled, resulting in a considerable 
impact for the business? Is the company capable of quickly adapting its strategy in 
accordance to changes in the market? 

The result from this initial semi-structured interview was used to contribute to the development 
of our more extensive semi-structured interview guide. The likely symptoms were identified 
and allowed us to formulate the themes of our interview guide. We further enriched the themes 
with questions concerning the company’s culture, strategy, current decision process for 
selecting IT-projects and their related review processes. 

4.3 Experimentation of the Interview Guide 

Seven semi-structured interviews with key representatives of the company’s business, IT, 
sales, marketing and product development were conducted. The wide spectrum of 
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interviewees allowed us to cover the multidisciplinarity of service innovations (Ostrom et al., 
2010) and acquire rich qualitative data on the organizational dynamics within the company, 
its project governance practices and improvements/evolutions needed. Meeting reports were 
made after every interview and submitted for validation. Modifications were made when the 
interviewees had comments. The reports were organized in a coherent structure which 
allowed a comparative analysis of each interview.  

4.4 Project Governance Dashboard 

A governance tool was needed for the company’s executives (i.e. to direct by selecting 
projects and to facilitate monitoring). In order to better capture the expected benefits of 
IT-enabled projects, we further analysed the content of the interviews by using the Balanced 
Scorecard (BSC) four dimensions: financial, customer, internal and learning perspective 
(Kaplan & Norton, 1996). These dimensions are generic and applicable to any sector but we 
add the regulatory and compliance perspective, given the importance of this domain to the 
financial company.  

A BSC approach is strongly suggested as an appraisal method for IT-enabled projects (Milis 
& Mercken, 2004) because it can be used to implement strategies (Kaplan & Norton, 1996), 
help identify areas for improvement within organizations (Eilat, Golany & Shtub, 2006) or 
supports the formulation of business opportunities through IT (Luftman, 2003). The BSC 
does not only focus on the financial performance indicators for the company’s current 
strategy realization but also includes a future oriented aspect (Rickards, 2007) like service 
innovation.  

The use of the BSC supports managers in their decision making by offering them a wider 
view on the company’s strategy and operations (Kaplan & Norton, 1992; Wong-On-Wing, 
Guo, Li & Yang, 2007; Maltz, Shenhar & Reilly, 2003).  

Using a BSC approach is a change medium that increases the company’s effectiveness and 
competitive advantage which should foster service innovation. Figure 2 provides the 
application of the BSC principles in this case study, also serving as a dashboard for project 
governance. 

 

Figure 2. Balanced Scorecard for Project Governance 

The dashboard provided a clearer linkage between the strategy of a company and the 
selection (funding) of IT-enabled projects. This combination should lead to an improvement 
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of a company’s capability to select suitable IT-enabled projects and the actual measurement 
of the results will be facilitated by using operational criteria (of which some already exist) to 
facilitate an actual measurement of the generated value. This in turn is expected to lead to an 
increase of the company’s organizational performance (Melville et al., 2004) and leverage IT 
as the pervasive force for service innovation (Ostrom et al., 2010). A list with possible 
indicators and existing indicators of the company was made to facilitate the appropriation of 
the modified BSC by the executives as a medium to orient the selection of projects in project 
portfolios that are aligned to the business strategy by using the five dimensions of the new 
BSC. Several recommendations were formulated through this structured analysis and a final 
consolidation report was made.  

4.6 Results of the Case Study 

We discovered several topics of concern, some which were related to the observations from 
Shank and Govindarajan (1992), Bensaou and Earl (1998), Fitzgerald (1998), Whittaker 
(1999), Irani and Love (2002), Bannister and Remenyi (2003) and Remenyi et al. (2007). 

There were four main observations. (1) The internal and external communication regarding 
projects is insufficient. (2) There is a predominant focus on efficiency improvements, which 
is certainly to the detriment of growth initiatives, when selecting IT projects to be funded. (3) 
The company is essentially focused on reducing costs and is not at all interested in innovation 
oriented projects. (4) The criteria used for the selection of IT projects mainly have a tangible 
nature, gains in reputation or other intangible benefits are not considered. 

The internal communication problems concern a lack of common understanding regarding 
the company’s strategy. Every interviewee had his own definition of what is “the strategy” of 
the company and there were no mid or short term targets that clarify the chosen strategy. 
Concerning external communication, customers are not or insufficiently involved in the 
development of projects. This has already resulted in the delivery of the “wrong product” or 
negative externalities for the involved customer. Decisions regarding the non-acceptance of 
projects are not deemed transparent by the business and IT representatives. 

The culture of the company is characterized by conservative approaches and a rather strong 
resistance to change. This is reflected by its reluctance to sponsor projects aimed at creating 
new and innovative products or ways of working. The relations between business 
representatives and the IT project teams are also reported as being poor.  

There seems to be a lack of common understanding. Another possible reason is the trend that 
projects are managed by the IT department and not by the business director. The consolidated 
report showed several other practices contingent on service innovation and an optimal value 
creation through the governance of IT-enabled projects. 

5. Conclusions and Implications 

To facilitate a more objective selection of the company’s IT-enabled projects and to better 
assess their potential to the creation of value, by taking into consideration the perspectives of 
the BSC (to which we added the regulatory perspective), we proposed a standard document in 
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which the project must be defended (i.e. business case). The structure allowed comparing 
projects and we proposed several financial and non-financial criteria to assess the relevance 
and alignment of the project. The criteria for motivating a project are also structured around 
the dimensions of our contextualized BSC to capture the various opportunities for service 
innovation through IT-enabled projects (Ostrom et al., 2010) and support the organizational 
performance of the company (Melville et al., 2004).  

Our framework and developed tools assist the managers during the selection of projects and 
ensure that they consider the multidisciplinarity of service innovations, by relying on the 
dimensions of the BSC, to which we add a regulatory and compliance perspective. This allows 
for example the focus on intangible aspects in projects and not only the financial aspects when 
selecting a project. This in turn is expected to lead to a greater company performance because 
value creation is not only seen as a short term target.  

The toolbox we developed allows managers to quickly identify the areas of concern regarding 
their actual governance of the value creation through IT projects and to facilitate the alignment 
between the strategy and the IT projects. The Val IT™ framework offers many directions to 
improving this value creation. However it doesn’t offer formal methods to put into practice the 
underlying principles and processes. Our toolbox helps applying the Val IT™ principles and 
processes in a pragmatic way. 

Despite these positive results, we must turn our attention to some possible biases and 
limitations in our research. The applicability of the toolbox could be enhanced by using more 
financial firms. This would allow a larger validation of the advantages the toolbox offers and 
identify areas that could be improved (e.g. creation of other indicators for strategic alignment). 
This would further enrich the use of a contextualized BSC for this sector. Potentially this could 
create a reference for linking a company’s specific strategy to a proven tool to facilitate an 
actual measurement of the project’s value creation.  

Another possible outcome could be the collection of “sample metrics” for specific subgroups 
of financial service providers. This could be used to help contextualize the toolbox and enhance 
its acceptance.  

The existence of sensitivity bias, due to the amount of confidential information disclosed 
about internal practices, cannot be ruled out. Similarly, the results, the inputs from the 
interviews and documentary reviews may be affected by an error bias. However this should 
be negligible since the results were formally presented and documented at the end of the case 
study. Next to that the interviewees were always asked if they would like a second interview 
to clarify more certain aspects of the information they provided, after they have read the 
condensed report. This was never an expression of the need for such an additional interview 
after having commented/validate the condensed reports. We also believe to have informed all 
the participants of interviews in a correct and professional manner, aware that our advocacy 
for the model could not turn into a bias (Stoecker, 1991). 
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